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EXPLANATORY NOTE

USA expects to mail the definitive proxy statement relating to the special
meeting of USA stockholders to consider the proposed transactions with Vivendi
Universal, S.A. following consummation of USA's acquisition of a controlling
interest in Expedia, Inc., which is expected to occur immediately following
Expedia's reconvened annual meeting scheduled for February 4, 2002. As a result,
the accompanying preliminary proxy statement assumes consummation of the Expedia
transaction. In the event that the Expedia transaction is not completed prior to
mailing of the definitive proxy statement, appropriate changes will be made to
the proxy statement prior to its mailing to stockholders of USA.

SUBJECT TO COMPLETION; DATED JANUARY 24, 2002
PRELIMINARY PROXY MATERIAL

, 2002
Dear Stockholder:

As you may be aware, on December 16, 2001, USA entered into a transaction
agreement, pursuant to which, among other things, USA agreed to create a new
joint venture with Vivendi Universal, S.A. that will hold the USA Entertainment
Group, consisting of USA Cable, USA Films and Studios USA, and the film,
television and theme park businesses of Universal Studios, Inc., a subsidiary of
Vivendi.

In exchange for the contribution of the USA Entertainment Group to the Jjoint
venture, USA will receive cash; common and preferred interests in the joint
venture; and the cancellation of securities currently exchangeable into
approximately 320.9 million USA shares. In connection with these transactions,
USA will also issue to Universal warrants to acquire approximately 60.5 million
shares of USA common stock. The accompanying proxy statement describes in detail
the transactions contemplated by the various transaction documents (which we
refer to as the "transactions"), including my ownership interest and role in the
joint venture.

Upon completion of the transactions, the new USA, which will be renamed "USA
Interactive, " will be focused on integrating interactive assets across multiple
lines of business. We believe USA Interactive, with its strong balance sheet,
will be a leader in integrated interactivity, including ticketing, online
travel, online dating, electronic retailing, teleservices and other electronic
commerce services. Since we started, our stock price has experienced very strong
growth, creating real value for investors. I'm enthusiastic about the prospects
for USA Interactive and continuing to build very significant value for our
stockholders.

In order to proceed with the transactions, we must receive the affirmative
vote of at least 66 2/3% of our outstanding shares not owned by Vivendi, Liberty
Media Corporation, myself or our affiliates. We have scheduled a special meeting
of our stockholders for this vote and a related vote under the rules of the
National Association of Securities Dealers, Inc. The special meeting will be
held on , 2002, at a.m., local time, at
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A SPECIAL COMMITTEE CONSISTING OF INDEPENDENT MEMBERS OF YOUR BOARD OF
DIRECTORS HAS CAREFULLY REVIEWED THE TRANSACTIONS AND UNANIMOUSLY RECOMMENDED TO
YOUR BOARD OF DIRECTORS APPROVAL OF THE TRANSACTIONS. BASED ON THAT
RECOMMENDATION, YOUR BOARD OF DIRECTORS, BY THE UNANIMOUS VOTE OF ALL DIRECTORS
(OTHER THAN DIRECTORS AFFILIATED WITH VIVENDI, NONE OF WHOM WAS PRESENT AT THE
BOARD MEETING), APPROVED THE TRANSACTIONS, AND RECOMMENDS THAT YOU APPROVE THE
PROPOSAL BEING SUBMITTED TO YOU FOR APPROVAL.

YOUR VOTE IS VERY IMPORTANT. Whether or not you plan to attend the special
committee, please take the time to vote by completing and mailing the enclosed
proxy card. If you attend the special meeting, you may vote in person if you
wish, even though you have previously returned your proxy card.

Sincerely,

Barry Diller
CHAIRMAN OF THE BOARD
AND CHIEF EXECUTIVE OFFICER

This proxy statement is dated , 2002 and was first mailed to USA
stockholders on or about , 2002.

USA NETWORKS, INC.

CARNEGIE HALL TOWER
152 WEST 57TH STREET
NEW YORK, NEW YORK 10019

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
TO BE HELD ON , , 2002

We will hold a special meeting of stockholders of USA Networks, Inc. at
a.m., local time, on , , 2002, at . At the
meeting, we will ask you:

1. To approve the Transaction Agreement, dated as of December 16, 2001,
among Vivendi Universal, S.A., Universal Studios, Inc., USA
Networks, Inc., USANi LLC, Liberty Media Corporation and Barry Diller,
as well as each of the other related transaction documents, including
the Partnership Agreement, the Amended and Restated Governance
Agreement, the Amended and Restated Stockholders Agreement, the Warrant
Agreement and the Vivendi/Liberty Merger Agreement, and the transactions
contemplated thereby, all as further described in the accompanying proxy
statement.

2. To transact any other business as may properly come before the special
meeting or any adjournment or postponement of the special meeting.

We describe these items of business more fully in the accompanying proxy
statement.

Only holders of record of USA common stock, USA Class B common stock and USA
preferred stock at the close of business on , 2002 will be entitled to
notice of, and will be entitled to vote at, the special meeting or any
adjournment or postponement of the special meeting.

BY ORDER OF THE BOARD OF DIRECTORS
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JULIUS GENACHOWSKI
SENIOR VICE PRESIDENT,
GENERAL COUNSEL AND SECRETARY

New York, New York
, 2002

TO ENSURE THAT YOUR SHARES ARE REPRESENTED AT THE SPECIAL MEETING, WE URGE
YOU TO COMPLETE, DATE AND SIGN THE ENCLOSED PROXY AND MAIL IT PROMPTLY IN THE
POSTAGE-PAID ENVELOPE PROVIDED, WHETHER OR NOT YOU PLAN TO ATTEND THE SPECIAL
MEETING IN PERSON. YOU CAN WITHDRAW YOUR PROXY, OR CHANGE YOUR VOTE, AT ANY TIME
BEFORE IT IS VOTED BY EXECUTING A LATER-DATED PROXY, BY VOTING BY BALLOT AT THE
SPECIAL MEETING, OR BY FILING AN INSTRUMENT OF REVOCATION WITH THE INSPECTORS OF
ELECTION IN CARE OF THE SECRETARY AT THE ABOVE ADDRESS.

QUESTIONS AND ANSWERS ABOUT THE TRANSACTIONS

AT THE SPECIAL MEETING, WE WILL ASK YOU TO CONSIDER AND VOTE UPON A PROPOSAL
TO APPROVE THE TRANSACTION AGREEMENT AND EACH OF THE OTHER TRANSACTION DOCUMENTS
RELATED TO THE TRANSACTION AGREEMENT, AS WELL AS THE TRANSACTIONS CONTEMPLATED
BY THE TRANSACTION DOCUMENTS. WE REFER IN THIS PROXY STATEMENT TO THE
TRANSACTIONS CONTEMPLATED BY THE TRANSACTION DOCUMENTS AS THE "TRANSACTIONS" AND
TO THIS PROPOSAL AS THE "TRANSACTIONS PROPOSAL." HERE ARE SOME QUESTIONS AND
ANSWERS RELATING TO THE TRANSACTIONS.

Q: WHY IS USA ENTERING INTO THE TRANSACTIONS?

A: Your board of directors believes that the transactions will provide numerous
strategic benefits to USA, including:

receiving fair value for the USA Entertainment Group while retaining a
significant interest in the future growth of a joint venture containing
the USA Entertainment Group and the film, television and theme park
businesses currently conducted by Universal Studios, Inc.;

- emphasizing our leadership role in integrated interactivity, including
ticketing, online travel, online dating, teleservices, electronic
retailing and other interactive commerce services;

— positioning us to benefit from our interactive businesses, where we can
engage in multiple forms of electronic commerce at scale, with the benefit
of our strong balance sheet;

— the transactions will give USA Interactive greater financial and operating
strength to help realize growth opportunities in electronic commerce;

- we expect our interactive businesses will grow at a faster pace than the
more mature entertainment businesses, which, in addition, we believe will
require larger scale to effectively compete in the future;

- establishing an independent USA by eliminating, in material respects, veto
rights by Vivendi and Liberty over USA corporate actions; and

streamlining USA's capital structure.
Q: HOW WILL I BE AFFECTED BY THE TRANSACTIONS?

A: Each USA stockholder (other than Vivendi and Liberty) will continue to own
the same number of shares of USA stock that it owned immediately prior to the
transactions. Each share of USA common stock, however, will represent a
larger ownership percentage in USA, which will be a smaller company following
the transactions. Public stockholders currently own 38.8% of the outstanding



Edgar Filing: USA NETWORKS INC - Form PRES14A

equity and 12.0% of the outstanding voting power of USA, in each case
assuming full exchange of exchangeable subsidiary equity. Immediately
following the transactions, based on the same assumption, USA's public
stockholders will own 66.7% of the outstanding equity and 30.8% of the
outstanding voting power of USA.

HOW WILL THE TRANSACTIONS AFFECT VIVENDI'S AND LIBERTY'S OWNERSHIP INTERESTS
IN USA?

In connection with the transactions, USANi LLC, a subsidiary of USA, will
cancel interests currently exchangeable into approximately 320.9 million USA
common shares, representing all of the interests of USANi LLC that will be
owned by Vivendi following its acquisition of USANi LLC shares from Liberty.

Vivendi currently owns 40.9% of the outstanding equity of USA, assuming full
exchange of exchangeable subsidiary equity. Immediately following the
transactions, based on the same assumption, Vivendi will own 12.7% of the
outstanding equity of USA.

Liberty currently owns 20.0% of the outstanding equity of USA, including USA
shares held by certain entities in which Liberty owns substantially all of
the equity interests but none of the voting interests and assuming full
exchange of exchangeable subsidiary equity. Immediately following the
transactions, based on the same assumptions, Liberty will own 20.1% of the
outstanding equity of USA.

WHO WILL HAVE VOTING CONTROL OF USA?

Barry Diller, USA's chairman and chief executive officer, will continue to
have voting control of USA following completion of the transactions. In
connection with the transactions, Mr. Diller, Vivendi, Universal and Liberty
have reaffirmed existing stockholder arrangements relating to their

voting of USA shares. These arrangements provide that Mr. Diller will
generally have a proxy over all USA shares owned by Vivendi and Liberty as
long as Mr. Diller is chief executive officer of USA. Immediately following
the transactions and assuming full exchange of exchangeable subsidiary
equity, these shares will represent 69.0% of the combined voting power of USA
(69.2% if the shares owned by Mr. Diller are added).

USA, Vivendi, Universal, Liberty and Mr. Diller also entered into an amended
and restated governance agreement as part of the transactions. This
agreement, among other things, eliminates Vivendi's veto rights over all
"fundamental matters" that currently require its prior consent, and
significantly limits the circumstances in which Liberty and Mr. Diller are
entitled to exercise veto rights. For a description of the limited veto
rights that Liberty and Mr. Diller would have following completion of the
transactions, see pages 69-70.

WHY IS A 66 2/3% UNAFFILIATED VOTE REQUIRED TO APPROVE THE TRANSACTIONS?

Because Vivendi is considered an "interested stockholder" under Section 203
of the Delaware General Corporation Law as a result of its acquisition of The
Seagram Company Ltd. in December 2000 (which held 43.0% of USA's equity on a
fully diluted basis at the time of Vivendi's acquisition), the parties have
agreed to obtain approval of the transactions proposal by the affirmative
vote of 66 2/3% of USA's outstanding voting shares (both in voting power and
in number of shares), excluding the shares held by Vivendi, Liberty,

Mr. Diller and their respective affiliates, before the parties can complete
the transactions. That vote will no longer be necessary for any transaction
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with Vivendi after December 2003, three years after Vivendi acquired Seagram.
Q: WHEN DO YOU EXPECT TO COMPLETE THE TRANSACTIONS?

A: We are working to complete the transactions as soon as possible. We currently
expect to complete the transactions promptly following the special meeting.

Q: AM I ENTITLED TO DISSENTERS' RIGHTS?

A: No. You will have no right under Delaware law to seek appraisal of the value
of your USA shares in connection with the transactions.

Q: ARE THERE ANY SIGNIFICANT DISADVANTAGES TO ME FROM THE TRANSACTIONS?

A: We do not think so. Your board of directors, based on a unanimous
recommendation of a special committee of all disinterested directors, has
approved the transactions, and believes they are in the best interests of
USA's stockholders.

Q: WHAT DO I NEED TO DO NOW?

A: Just mail your signed proxy card in the enclosed return envelope as soon as
possible, so that your shares may be represented at the special meeting. The
meeting will take place on , , 2002. Because the vote required to
approve the proposed transactions is 66 2/3% of the outstanding unaffiliated
voting shares, failure to vote will have the effect of a vote against the
transactions.

Q: CAN I CHANGE MY VOTE AFTER I HAVE MAILED IN MY SIGNED PROXY CARD?

A: Yes. You can change your vote at any time before we vote your proxy at the
special meeting. You can do so in one of three ways. First, you can send a
written notice stating that you would like to revoke your proxy to The Bank
of New York at the address given below. Second, you can submit a later-dated
proxy relating to the same shares. Third, you can attend the special meeting
and vote in person. You should send any written notice or new proxy card to
USA c/o The Bank of New York at the following address: USA Networks, Inc.,

P.0O. Box , New York, New York 10203. You may request a new proxy card by
calling our proxy solicitor, MacKenzie Partners, Inc., at 1-800-322-2885
(toll-free).

Q: WHERE CAN I FIND ADDITIONAL INFORMATION?

A: You may obtain more information from various sources, as set forth under
"Where You Can Find More Information" on page 101.

ii
COMPARISON OF USA STRUCTURE/OWNERSHIP

THE FOLLOWING DIAGRAMS ILLUSTRATE IN GENERAL TERMS HOW OUR CORPORATE
STRUCTURE AND OWNERSHIP WOULD CHANGE AS A RESULT OF THE TRANSACTIONS. WHILE THE
DIAGRAMS REFLECT THE ECONOMIC SUBSTANCE OF THE CHANGES, THEY DO NOT PRECISELY
REFLECT THE LEGAL AND CORPORATE STRUCTURE OF USA BEFORE OR AFTER THE
TRANSACTIONS. THE ACTUAL STRUCTURES ARE MORE COMPLICATED (FOR EXAMPLE, USA'S
HOME SHOPPING SUBSIDIARY IS OWNED 80.1% BY USA AND 19.9% BY LIBERTY, WITH
LIBERTY'S INTEREST BEING EXCHANGEABLE FOR A FIXED NUMBER OF USA COMMON SHARES) .
WE HAVE ROUNDED PERCENTAGES TO THE NEAREST TENTH. UNLESS WE INDICATE OTHERWISE,
THE PERCENTAGES BELOW ARE BASED ON SHARES ISSUED AND OUTSTANDING (OR EXPECTED TO
BE ISSUED AND OUTSTANDING AFTER GIVING EFFECT TO THE TRANSACTIONS), IN EACH CASE
ASSUMING FULL EXCHANGE OF SUBSIDIARY EQUITY. IN THE TABLES ENTITLED "OWNERSHIP
OF USA," EACH PARTY'S EQUITY PERCENTAGE DIFFERS FROM THAT PARTY'S PERCENTAGE OF
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VOTING POWER BECAUSE USA CURRENTLY HAS THREE CLASSES OF STOCK: COMMON STOCK,
ENTITLED TO ONE VOTE PER SHARE, CLASS B COMMON STOCK, ENTITLED TO TEN VOTES PER
SHARE, AND PREFERRED STOCK, ENTITLED TO TWO VOTES PER SHARE.

iii

CURRENT STRUCTURE/OWNERSHIP

| | | | | | |  Vivendi/ |
| Liberty | | Public | | Mr. Diller | | Universal |
| \ \ / /
| \ \ / / |
| \ \ / / |
| \ \ / / |
| \ \ / / |
| N / |
| A USA |_/ |
o mmmmmmmee e |
| | |
| | |
| | | | |
| /" mmmmmmm e | |
| | | Home | | |
| | | Shopping I | |
| " T | |
| | | | |
| | | | |
| Il e | |
| USANi LLC |
| e !
| | |
| | |
| |
| USA | | USA |
| Interactive (1) | | Entertainment (2) |

(1) Includes Expedia (Nasdaqg: EXPE); Home Shopping Network; Ticketmaster
(Nasdag: TMCS), which operates CitySearch and Match.com; Hotel Reservations
Network (Nasdag: ROOM); Electronic Commerce Solutions; Styleclick (Nasdaqg:
IBUY); and Precision Response Corporation.

(2) Includes USA Cable, including USA Network, SCI FI Channel, TRIO, Newsworld
International, and Crime; Studios USA, which produces and distributes

television programming; and USA Films, which produces and distributes films.

OWNERSHIP OF USA

VOTING

EQUITY POWER

Mr. Diller............ .3% 88.0%
Universal............. 40.9% %

Liberty...... ..o 20.0% 0%
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Public................ 38.8% 12.0%

The voting power reflects Mr. Diller's general right to vote USA shares owned by
Liberty and Universal. Mr. Diller has this right under a Stockholders Agreement
among Universal, Liberty, Mr. Diller, USA (formerly HSN, Inc.) and Vivendi (as
the successor to The Seagram Company Ltd.). This agreement (as well as a
Governance Agreement to which USA, Universal, Liberty and Mr. Diller are
parties) also provides Liberty, Universal and Mr. Diller with veto rights over
specified "fundamental matters" relating to USA, notwithstanding Mr. Diller's
general right to vote these shares.

iv

POST-TRANSACTION STRUCTURE/OWNERSHIP

| | | | | | |  Vivendi/ |
| Liberty | | Public | | Mr. Diller | | Universal |
\ \ / 0\ / |
\ \ / \ / |
\ \ / \ / |
\ \ / N/ |
\ \ / / |
N — /N |
N USA |_/ \ |
————————————————————— \ |
| | \ \ |
________________ [ \ S
| Home | \ | VUE |
| Shopping | \_| Joint Venture |
________________ | ———
| | / \
| | / \
———————————————— ! / \
|  USANi LLC | / \
———————————————— ! / \
| | = ===
| | | USA | Universal
| | | Entertainment (2) | | Entertainment (3)
| | = ===
| USA |

(1) Includes Expedia; Home Shopping Network; Ticketmaster, which operates
CitySearch and Match.com; Hotel Reservations Network; Electronic Commerce
Solutions; Styleclick; and Precision Response Corporation.

(2) Includes USA Cable, including USA Network, SCI FI Channel, TRIO, Newsworld
International, and Crime; Studios USA; and USA Films.

(3) Includes Universal's film, television and theme park businesses.

OWNERSHIP OF USA OWNERSHIP OF THE VUE JOINT VENTURE
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EQUITY VOTING POWER
Mr. Diller......... .5% 69.2% Universal... ..o iienennennn
Universal.......... 12.7% % USA . ittt et e e e ettt et
Liberty............ 20.1% % Mr. Diller.......cuiiiuueennnnnn
Public............. 66.7% 30.8%

The voting power reflects Mr. Diller's general right to vote USA shares owned by
Liberty and Universal. Mr. Diller will continue to have this right under an
Amended and Restated Stockholders Agreement among Vivendi, Universal, Liberty
and Mr. Diller. This agreement, as well as the Amended and Restated Governance

Agreement to which USA, Vivendi,

Universal, Liberty and Mr. Diller are parties,

eliminates the veto rights of Universal, Liberty and Mr. Diller over
"fundamental matters" relating to USA
and Mr. Diller).

(with very limited exceptions for Liberty
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SUMMARY

This summary highlights selected information from this document and may not
contain all of the information that is important to you. To better understand
the proposals upon which you are being asked to vote, you should read this
entire document carefully, as well as those additional documents to which we
refer you. See "Where You Can Find More Information" on page 101. All references
to "USA," "we," "our," or "us" in this proxy statement are to USA
Networks, Inc.

THE COMPANY

USA NETWORKS, INC.

152 West 57th Street

New York, New York 10019
(212) 314-7300

USA (Nasdag: USAI) is a company focused on the new convergence of
information, direct selling and entertainment. USA is organized into two groups,
the Interactive Group and the Entertainment Group. The Interactive Group
consists of Expedia, Inc. (Nasdaq: EXPE); Home Shopping Network (including HSN
International and HSN Interactive); Ticketmaster (Nasdag: TMCS), which operates
CitySearch and Match.com; Hotel Reservations Network (Nasdag: ROOM); Electronic
Commerce Solutions; Styleclick (Nasdag: IBUY); and Precision Response
Corporation. The Entertainment Group consists of USA Cable, including USA
Network, SCI FI Channel, TRIO, Newsworld International, and Crime; Studios USA,
which produces and distributes television programming; and USA Films, which
produces and distributes films. USA's website is located at www.usanetworks.com.

Following completion of the transactions, USA is expected to be renamed "USA
Interactive."

OTHER PARTIES TO THE TRANSACTIONS

VIVENDI UNIVERSAL, S.A.

42 avenue de Friedland 75380
Paris Cedex 08, France

33 (1) 71 71 10 00

Vivendi is engaged in the Media and Communications business, and through its
subsidiary, Vivendi Environnement, the environmental services business.
Vivendi's Media and Communications business consists of Music, Publishing, TV
and Film, Telecoms and Internet operations. Vivendi Environnement is a 63% owned
subsidiary of Vivendi, which operates the environmental services business, with
operations around the globe. All references to "Vivendi" in this proxy statement
are to Vivendi Universal, S.A. or certain of its subsidiaries.

T QM E O QW
|
L

11
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UNIVERSAL STUDIOS, INC.

100 Universal City Plaza
Universal City, California 91608
(818) 777-1000

Universal produces and distributes motion pictures worldwide in the
theatrical, home video and television markets. Universal also owns and operates
the music business, theme parks, entertainment complexes and specialty retail
stores. In addition, Universal is the entity through which Vivendi holds its
equity interest in USA. Universal is owned 92.3% by Vivendi and 7.7% by
Matsushita Electric Industrial Co. Ltd. All references to "Universal" in this
proxy statement are to Universal Studios, Inc. or certain of its subsidiaries.

LIBERTY MEDIA CORPORATION
12300 Liberty Boulevard
Englewood, Colorado 80112
(720) 875-5400

Liberty owns interests in a broad range of video programming, communications
and Internet businesses in the United States, Europe, South America and Asia.
All references to "Liberty" in this proxy statement are to Liberty Media
Corporation or certain of its subsidiaries.

RECOMMENDATION OF THE SPECIAL COMMITTEE (page 25)

Your board of directors formed a special committee composed of all of USA's
directors who had no material relationship with Vivendi, Liberty, Mr. Diller or
their affiliates, or any personal interest in the transactions that diverges
from the interests of USA's stockholders generally, to consider the transactions
and to make a recommendation to your board of directors regarding the
transactions. We refer to these directors in this proxy statement as the
"disinterested directors." At a meeting called to consider the transactions, the
special committee unanimously:

- declared the Transaction Agreement, the other related transaction
documents and the transactions advisable;

— determined that the terms of the transactions are fair to and in the best
interests of the stockholders of USA, other than Vivendi, Liberty,
Mr. Diller and their affiliates; and

— recommended that the USA board of directors approve the Transaction
Agreement, the other related transaction documents and the transactions.

RECOMMENDATION TO STOCKHOLDERS (page 25)

Based on the recommendation of the special committee, your board of
directors believes that the Transaction Agreement, the other related transaction
documents and the transactions are advisable, fair to, and in the best interests
of, USA stockholders, and recommends, by the unanimous vote of all directors
(other than directors affiliated with Vivendi, none of whom was present at the
board meeting), that you vote FOR the transactions proposal.

THE TRANSACTIONS (page 18)

The transactions will involve the following steps, all of which will take
place at the closing of the transactions:

— Vivendi and USA will create a new joint venture in which Vivendi, USA and
Mr. Diller will have common ownership interests of 93.06%, 5.44% and 1.5%,
respectively. We refer to the new joint venture throughout this proxy
statement as the "VUE Joint Venture."

12



Edgar Filing: USA NETWORKS INC - Form PRES14A

— USA and its subsidiaries will contribute their interests in the USA
Entertainment Group to the VUE Joint Venture.

— Universal will contribute to the VUE Joint Venture its film, television
and theme park businesses as well as the remaining interest in the USA
Entertainment Group that it will receive in exchange for cancellation of
its USANi LLC shares. Throughout this proxy statement, we refer to the
businesses of Universal that Universal will contribute to the VUE Joint
Venture as the "Universal Entertainment Group."

- As members of the VUE Joint Venture, USA and its subsidiaries will receive
the following at the closing of the transactions:

—-— approximately $1.62 billion in cash, debt-financed by the VUE Joint
Venture, which will be subject to tax-deferred treatment for a 15-year
period;

-— a $750 million face value Class A preferred interest in the VUE Joint
Venture, with a 5% annual paid-in-kind dividend and a 20-year term, to
be settled in cash at its then face value at maturity;

-— a $1.75 billion face value Class B preferred interest in the VUE Joint
Venture, with a 1.4% annual paid-in-kind dividend, a 3.6% annual cash
dividend, callable and puttable after 20 years, to be settled at its
then face value by Universal with a maximum of approximately
56.6 million USA common shares, provided that Universal may substitute
cash in lieu of shares of USA common stock (but not USA Class B common
stock) at its election; and

-— a 5.44% common interest in the VUE Joint Venture, generally callable
by Universal after five years and puttable by USA after eight years,
which may be settled in either Vivendi stock or cash, at Universal's
election.

— Liberty will exchange 7,079,726 shares of USANi LLC for shares of USA
common stock, and subsequently transfer to Vivendi 25,000,000 shares of
USA common stock, its remaining 38,694,982 shares of USANi LLC, as well as
the assets and liabilities of Liberty Programming France (which consist
primarily of 4,921,250 shares of multiThematiques, S.A., a French entity),
in exchange for 37,386,436 Vivendi ordinary shares.

2

— USANi LLC will cancel interests currently exchangeable into 320,856,512
USA common shares, representing all of the interests of USANi LLC that
will be owned by Vivendi following its acquisition of USANi LLC shares
from Liberty. Throughout this proxy statement, we refer to the interests
in USANi LLC as the "LLC shares."

— In exchange for Universal agreeing to enter into certain commercial
arrangements and for other valuable consideration, USA will issue to
Universal ten-year warrants to acquire shares of USA common stock as
follows:

-— 24,187,094 shares at $27.50 per share;
-— 24,187,094 shares at $32.50 per share; and

-— 12,093,547 shares at $37.50 per share.

— Barry Diller, USA's chairman and chief executive officer, will receive a
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common interest in the VUE Joint Venture with a 1.5% profit sharing
percentage in return for his agreeing to specified non-competition
provisions with respect to the VUE Joint Venture and agreeing to serve as
the chairman and chief executive officer of the VUE Joint Venture.

— USA and Mr. Diller have agreed that they will not compete with Vivendi's
television and filmed entertainment businesses (including the VUE Joint
Venture) for a minimum of 18 months.

THE TRANSACTION DOCUMENTS (page 53)
TRANSACTION AGREEMENT (page 53)
GENERAL

The Transaction Agreement 1is the legal document that governs the principal
transactions, including:

— the contribution of the USA Entertainment Group and the Universal
Entertainment Group to the VUE Joint Venture;

— the cancellation by USANi LLC of all LLC shares owned by Vivendi following
its acquisition of Liberty's LLC shares in accordance with the
Vivendi/Liberty Merger Agreement;

- USA's issuance to Universal of warrants to purchase shares of USA common
stock; and

- USA's agreement not to compete with the VUE Joint Venture.
TERMINATION OF EXISTING AGREEMENTS

In connection with the transactions, subject to the parties' commitment to
provide for a mutually satisfactory, orderly wind down, USA and Universal have
agreed to terminate the following business arrangements upon the earlier to
occur of (1) the completion of the transactions and (2) the termination of the
Transaction Agreement:

— Universal's exclusive international distribution of television programming
produced by USA; and

— USA's exclusive domestic distribution of television programming produced
by Universal.

Even if the parties do not complete the transactions, USA and Universal will
terminate the foregoing business arrangements upon termination of the
Transaction Agreement.

USA and Universal also have agreed to terminate existing agreements relating
to merchandising, music administration and music publishing, video distribution
and other matters. These agreements will terminate only if the parties complete
the transactions.

USA TRADEMARK

The name "USA Networks" will be included among the assets contributed to the
VUE Joint Venture, and USA and Vivendi have agreed to work together to determine
the ownership of the various logos and designs associated with the "USA
Networks" name prior to completion of the transactions.

3
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TREATMENT OF USA OPTIONS AND RESTRICTED STOCK

Generally, with respect to options to purchase shares of USA common stock
and restricted shares of USA common stock held by USA employees transferred to
the VUE Joint Venture, Vivendi intends to convert such options and restricted
shares into options to purchase Vivendi American Depositary Shares and
restricted Vivendi American Depositary Shares, as applicable, based on a
calculation that is intended to preserve the "value" (if any) of the options and
the restricted shares being converted, measured as of the conversion date and
with such other terms and conditions as may be set forth in the plan or policy
applicable to such converted awards.

MISCELLANEOUS

The Transaction Agreement contains customary representations and warranties,
covenants, conditions to closing and indemnification provisions.

The Transaction Agreement is attached as Appendix A to this proxy statement.
We encourage you to read it carefully.

PARTNERSHIP AGREEMENT (page 60)

The Partnership Agreement is the legal document that provides for USA's
economic interest in the VUE Joint Venture, including its common and preferred
interests and the debt-financed, tax-deferred cash distribution to be paid to
USA at the closing of the transactions. In addition, the Partnership Agreement
provides for Mr. Diller's 1.5% common interest in the VUE Joint Venture and
contains Mr. Diller's agreement not to compete with the VUE Joint Venture for a
minimum of 18 months. A form of the Partnership Agreement, which will be entered
into at the closing of the transactions, is attached as Appendix B to this proxy
statement. We encourage you to read it carefully.

AMENDED AND RESTATED GOVERNANCE AGREEMENT (page 67)

USA, Vivendi, Universal, Liberty and Mr. Diller have entered into an Amended
and Restated Governance Agreement that will become effective at the closing of
the transactions and supersede the existing Governance Agreement among the
parties. The Amended and Restated Governance Agreement is attached as
Appendix C to this proxy statement. We encourage you to read it carefully.

The Amended and Restated Governance Agreement restricts Vivendi's ability to
acquire additional equity securities of USA and Vivendi's ability to transfer
USA securities. In addition, this agreement provides for continuing
representation on USA's board of directors by Vivendi and Liberty.

The Amended and Restated Governance Agreement also eliminates Vivendi's
right to veto specified "fundamental matters," and significantly limits the
circumstances in which Liberty and Mr. Diller are entitled to exercise veto
rights.

Finally, the Amended and Restated Governance Agreement eliminates Vivendi's
preemptive rights with respect to USA common shares, while preserving Liberty's

existing preemptive rights.

If the transactions are not completed, the existing Governance Agreement
will remain in effect.

AMENDED AND RESTATED STOCKHOLDERS AGREEMENT (page 71)
Vivendi, Universal, Liberty and Mr. Diller have entered into an Amended and

Restated Stockholders Agreement, which will become effective at the closing of
the transactions and supersede the existing Stockholders Agreement. The Amended
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and Restated Stockholders Agreement is attached as Appendix D to this proxy
statement. We encourage you to read it carefully.

Generally, the Amended and Restated Stockholders Agreement governs the
relationship

among the stockholders, including rights of first refusal for sales of USA
securities, tag-along rights for sales of USA securities by Liberty and

Mr. Diller, restrictions on transfers of USA securities and a standstill by
Mr. Diller with respect to Vivendi. Under this agreement, Mr. Diller generally
has voting control over all of the USA shares owned by Universal and Liberty.

If the transactions are not completed, the existing Stockholders Agreement
will remain in effect.

WARRANT AGREEMENT (page 73)

In connection with the transactions, USA has agreed to issue to Universal
warrants to purchase 60,467,735 shares of USA common stock under a Warrant
Agreement. A form of the Warrant Agreement that will be entered into by USA and
The Bank of New York, as warrant agent, at the closing of the transactions is
attached as Appendix E to this proxy statement. We encourage you to read it
carefully.

The warrants are ten-year warrants and will be exercisable commencing on the
six-month anniversary of the closing of the transactions. USA will issue the
warrants to acquire shares of USA common stock as follows:

- 24,187,094 shares at $27.50 per share;

- 24,187,094 shares at $32.50 per share; and

- 12,093,547 shares at $37.50 per share.
VIVENDI/LIBERTY MERGER AGREEMENT (page 74)

In connection with the transactions, Vivendi, Universal, Liberty and certain
of their affiliates have entered into an Agreement and Plan of Merger and
Exchange, which we refer to in this document as the "Vivendi/Liberty Merger
Agreement." None of USA or its subsidiaries are a party to the Vivendi/Liberty
Merger Agreement. The Vivendi/Liberty Merger Agreement is attached as
Appendix F to this proxy statement. We encourage you to read it carefully.

The Vivendi/Liberty Merger Agreement sets out the terms under which Liberty
will exchange 7,079,726 LLC shares for 7,079,726 shares of USA common stock,
following which, the exchange agreement relating to the LLC shares will
immediately terminate. Subsequently, Liberty will transfer to Vivendi 25,000,000
shares of USA common stock, its remaining 38,694,982 LLC shares, as well as the
assets and liabilities of Liberty Programming France (which consist primarily of
4,921,250 shares of multiThematiques) in exchange for 37,386,436 Vivendi
ordinary shares. Completion of the transactions contemplated by the Transaction
Agreement is conditioned on completion of certain of the transactions
contemplated by the Vivendi/Liberty Merger Agreement.

INTERESTS OF OFFICERS AND DIRECTORS IN THE TRANSACTIONS (page 75)
Members of the management and board of directors of USA have interests in

the transactions that are different from, or in addition to, their interests as
USA stockholders.
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Mr. Diller will become chairman and chief executive officer of the VUE Joint
Venture in addition to remaining chairman and chief executive officer of USA. In
consideration of his agreeing to his new role with the VUE Joint Venture and his
agreeing to specified non-competition provisions with respect to the VUE Joint
Venture, Mr. Diller will receive a 1.5% common interest in the VUE Joint Venture
with a minimum value of $275 million.

The USA board of directors includes representatives from Vivendi. Vivendi
and its subsidiaries will own 93.06% of the common interests in, and will
control, the VUE Joint Venture. In connection with the transactions, USA will
grant to Universal, a subsidiary of Vivendi, warrants to purchase 60,467,735
shares of USA common stock. The Vivendi representatives on the USA board of
directors did not participate in the meeting at which the USA board of directors
approved the transactions.

The USA board of directors includes representatives from Liberty. As part of
the transactions, Liberty will transfer to Vivendi 25,000,000 shares of USA
common stock and 38,694,982 LLC shares, as well as the assets and liabilities of
Liberty Programming France (which

consist primarily of 4,921,250 shares of multiThematiques), and Liberty will
receive 37,386,436 Vivendi ordinary shares.

THE SPECIAL MEETING (page 15)
GENERAL; TIME AND PLACE OF SPECIAL MEETING

We are furnishing this proxy statement to you in connection with the
solicitation of proxies by your board of directors for use at a special meeting
of stockholders of USA to be held on , , 2002 at a.m., local
time, at , and at any and all adjournments or postponements of the
special meeting.

RECORD DATE

Your board of directors has fixed the close of business on , 2002 as
the record date for determining stockholders entitled to notice of and to vote
at the special meeting, and at any adjournments or postponements of the special
meeting.

VOTES REQUIRED FOR THE TRANSACTIONS PROPOSAL
Two separate votes are required to approve the transactions proposal:

— Because Vivendi is considered an "interested stockholder" under
Section 203 of the Delaware General Corporation Law as a result of its
acquisition of The Seagram Company Ltd. in December 2000 (which held 42.5%
of USA's equity on a fully diluted basis at the time of that acquisition),
the parties have agreed the transactions proposal must be approved by the
affirmative vote of 66 2/3% of the outstanding USA common stock and USA
preferred stock (both in voting power and in number of shares), voting
together as a single class, excluding the shares held by Vivendi, Liberty,
Mr. Diller and their respective affiliates, before the parties can
complete the transactions.

— Under the rules of the National Association of Securities Dealers, Inc.,
because, in connection with the transactions, USA will be issuing to
Universal (which owns in excess of 5% of the outstanding USA common
shares) warrants to acquire shares of USA common stock, which warrants, if
exercised, would represent an increase in outstanding USA common shares of
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at least 5%, approval of the transactions proposal also requires the
affirmative vote of a majority of the votes cast at the special meeting by
the holders of USA common stock, USA Class B common stock and USA
preferred stock, voting together as a single class, including the shares
held by Vivendi, Liberty, Mr. Diller and their respective affiliates.

USA VOTING POWER
Each share of USA common stock entitles the holder to one vote per share,

each share of USA Class B common stock entitles the holder to ten votes per
share and each share of USA preferred stock entitles the holder to two votes per

share. As of , 2002, the directors and executive officers of USA (other
than Mr. Diller and the Liberty and Vivendi designees to the USA board of
directors) beneficially owned approximately % of the total voting power of

USA. Mr. Diller, through shares owned by him as well as the irrevocable proxy
over shares held by Universal and Liberty granted to him under the Stockholders
Agreement, controls approximately % of the combined voting power of USA,
which is sufficient for stockholder approval of the transactions proposal for
purposes of the vote required under the rules of the National Association of
Securities Dealers. USA will not complete the transactions unless the
transactions proposal is approved both for purposes of Delaware law and the

rules of the National Association of Securities Dealers.

OPINIONS OF FINANCIAL ADVISORS
OPINION OF THE FINANCIAL ADVISOR TO THE SPECIAL COMMITTEE (page 25)

In deciding to recommend the transactions to the USA board of directors, the
special committee considered, among other things, advice from Bear, Stearns &
Co., 1its financial advisor. The special committee received an opinion from Bear
Stearns to the effect that, as of December 16, 2001, the consideration to be
received by USA in the transactions was fair, from a financial point of view, to
the stockholders of USA other than Vivendi, Liberty, Mr. Diller and their
affiliates. Bear Stearns' opinion is attached as Appendix G to this proxy
statement. We encourage you to read it carefully.

OPINION OF USA'S FINANCIAL ADVISOR (page 41)

In addition to the recommendation of the special committee, in deciding to
approve the transactions, USA's board of directors considered, among other
things, advice from Allen & Company Incorporated, USA's financial advisor. USA's
board of directors received an opinion from Allen & Co. that as of December 16,
2001 the consideration to be received by USA in the transactions was fair, from
a financial point of view, to USA. Allen & Co.'s opinion is attached as
Appendix H to this proxy statement. We encourage you to read it carefully.

REGULATORY APPROVALS (page 51)

The transactions may be subject to certain foreign regulatory approvals. The
parties are in the process of making the necessary filings with the relevant
regulatory agencies.

MATERIAL FEDERAL INCOME TAX CONSEQUENCES

Because your USA shares will not be exchanged in connection with the
transactions, you will not recognize any gain or loss for U.S. federal income
tax purposes as a result of the transactions. In addition, we do not anticipate
that USA will currently recognize any material amount of income or gain for U.S.
federal income tax purposes as a result of the transactions.
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ACCOUNTING TREATMENT

The transactions will be accounted for by USA as a sale of assets of the USA
Entertainment Group to Vivendi.

ADDITIONAL INFORMATION ABOUT USA AFTER THE TRANSACTIONS

Following completion of the transactions, USA, which we expect will be
renamed "USA Interactive," will be a leader in integrated interactivity,
including ticketing, online travel, online dating, teleservices, electronic
retailing and other interactive commerce services. After the contribution of the
USA Entertainment Group to the VUE Joint Venture, USA's businesses will be
composed of Expedia; Home Shopping Network; Ticketmaster, which operates
CitySearch and Match.com; Hotel Reservations Network; Electronic Commerce
Solutions; Styleclick; and Precision Response Corporation.

On December 17, 2001, USA publicly filed its internal budget for USA
Interactive, giving effect to the completion of the transactions, with the
Securities and Exchange Commission. The internal budget contained management's
forecasts for USA Interactive as of December 17, 2001 and speaks only as of that
date. The December internal budget showed budgeted annual revenue and budgeted
annual EBITDA, as that term is defined in this document, for USA Interactive as
follows:

- annual budgeted revenue of approximately $3.7 billion, $4.4 billion and
$5.3 billion for the years ending December 31, 2001, December 31, 2002 and
December 31, 2003, respectively; and

- annual budgeted EBITDA of approximately $340 million, $544 million and
$752 million for the years ending December 31, 2001, December 31, 2002 and
December 31, 2003, respectively.

USA previously had publicly filed its internal budget for USA and each of
USA's operating groups. The internal budget contained management's forecasts as
of October 24, 2001 and speaks only as of that date. The October

7
internal budget showed budgeted annual revenue as follows:

- for USA, annual budgeted revenue of approximately $5.6 billion,
$6.2 billion and $7.4 billion for the years ending December 31, 2001,
December 31, 2002 and December 31, 2003, respectively;

- for the USA Entertainment Group, annual budgeted revenue of approximately
$1.8 billion, $1.8 billion and $2.1 billion for the years ending
December 31, 2001, December 31, 2002 and December 31, 2003, respectively;
and

- for the USA Interactive Group (I.E., the Electronic Retailing and
Information & Services groups, excluding Corporate & other), annual
budgeted revenue of approximately $3.6 billion, $4.3 billion and
$5.2 billion for the years ending December 31, 2001, December 31, 2002 and
December 31, 2003, respectively.

The October internal budget also showed budgeted annual EBITDA as follows:
- for USA, annual budgeted EBITDA of $936 million, $1.1 billion and
$1.4 billion for the years ending December 31, 2001, December 31, 2002 and

December 31, 2003, respectively;

- for the USA Entertainment Group, annual budgeted EBITDA of $596 million,
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$513 million and $613 million for the years ending December 31, 2001,
December 31, 2002 and December 31, 2003, respectively; and

— for the USA Interactive Group (excluding Corporate & other), annual
budgeted EBITDA of $373 million, $578 million and $788 million for the
years ending December 31, 2001, December 31, 2002 and December 31, 2003,
respectively.

For more detailed financial information regarding USA and the USA
Interactive Group, including the full text of the information furnished by USA
to the Securities and Exchange Commission and described above, visit USA's
website located at www.usanetworks.com.

ADDITIONAL INFORMATION ABOUT THE VUE JOINT VENTURE

As previously described, the VUE Joint Venture will own and operate the USA
Entertainment Group and the Universal Entertainment Group. The USA Entertainment
Group 1s comprised of USA Cable, which includes USA Network, SCI FI Channel,
TRIO, Newsworld International and Crime; Studios USA and USA Films, which
constitute USA's television and film production and distribution businesses. The
Universal Entertainment Group is comprised of Universal's worldwide motion
picture production and distribution businesses; and Universal's theme parks,
entertainment complexes and specialty retail stores.

Following completion of the transactions, the VUE Joint Venture is expected
to generate approximately $ billion in annual revenue and $ billion in
annual earnings before interest, taxes, depreciation and amortization for 2002.

SELECTED HISTORICAL FINANCIAL DATA

In the table below, we provide you with selected historical consolidated
financial data of USA. USA prepared this information using the consolidated
financial statements of USA for each of the years in the five-year period ended
December 31, 2000 and for the nine-month periods ended September 30, 2001 and
2000. The financial statements for each of the five years in the period ended
December 31, 2000 have been audited by Ernst & Young LLP, independent auditors.
The financial statements for the nine-month periods ended September 30, 2001 and
2000 have not been audited. USA has not declared any cash dividends on USA
common shares and no shares of USA preferred stock were outstanding during the
periods presented.

You should read the selected historical financial information with the
historical financial statements and accompanying notes that USA has included in
its December 31, 2000 Annual Report on Form 10-K. You can obtain this report by
following the instructions we provide under "Where You Can Find More
Information” on page 101.

As used in this document, the term "EBITDA" refers to net income plus
(1) extraordinary items and cumulative effect of accounting changes,
(2) provision for income taxes, (3) interest expense, (4) depreciation and
amortization, (5) minority interest and (6) amortization of non-cash
distribution and marketing expense and non-cash compensation expense. EBITDA is
presented because USA believes it is a widely accepted indicator of its ability
to service debt as well as a useful valuation methodology for companies in the
media, entertainment and communication industries. EBITDA should not be
considered in isolation or as a substitute for measures of financial performance
or liquidity prepared in accordance with generally accepted accounting
principles. EBITDA may not be comparable to calculations of similarly titled
measures presented by other companies.
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YEARS ENDED DECEMBER 31,

(DOLLARS IN THOUSANDS, EXCEPT FOR PER SHARE DATA)

STATEMENT OF OPERATIONS DATA:

Net revenuUesS.......eeeeeeeeeennns $ 36,361 $1,377,145 $ 2,759,896 $3,371,745 $ 4,601
Operating profit (loss).......... (564) 105,753 249,904 269,914 56
FEarnings (loss) from continuing

operations....... ... (1,572) 34,209 63,892 16,515 (88
Earnings (loss) before cumulative

effect of accounting change.... (6,539) 13,061 76,894 (27,631) (147
Net earnings (loSS) ...eeeeeeeennn. (6,539) 13,061 76,894 (27,631) (147

Basic earnings (loss) per common

share from continuing

operations(8) ..... ... (0.04) 0.16 0.22 0.05 (
Diluted earnings (loss) per

common share from continuing

operations(8) ..... ... (0.04) 0.15 0.19 0.04 (
Basic earnings (loss) per common

share before cumulative effect

of accounting change(8)........ (0.15) 0.06 0.27 (0.08) (
Diluted earnings (loss) per

common share before cumulative

effect of accounting

change (8) v v vt ettt i e e (0.15) 0.06 0.21 (0.08) (
Basic earnings (loss) per common

share (8) v vv e et i i it ii i iiieen (0.15) 0.06 0.27 (0.08) (
Diluted earnings (loss) per

common share(8) .....ovueveeenenenn. (0.15) 0.06 0.21 (0.08) (

BALANCE SHEET DATA (END OF PERIOD) :

Working capital (deficit)........ S (24,444) S 60,941 $ 443,408 $ 381,046 $ 602
Total asSSelS. vt iieeennnnnns 2,116,232 2,670,796 8,316,190 9,233,227 10,473
Long-term obligations, net of

current maturities............. 271,430 448,346 775,683 574,979 552
Minority Interest................ 356,136 372,223 3,633,597 4,492,066 4,817
Stockholders' equity............. 1,158,749 1,447,354 2,571,405 2,769,729 3,439

OTHER DATA:
Net cash provided by (used in)

Operating activities............. $ 8,198 $ 60,363 $ 256,929 $ 401,577 S 372
Investing activities............. 1,545 (83,043) (1,201,912) (413,968) (524
Financing activities............. 16,308 105,156 1,297,654 55,948 58
Net cash used in discontinued

operations..v.u.e e ennn. 2,585 9,041 (20,488) (66,260) (82
Effect of exchange rate

changes . ....oui ittt —— - (1,501) (123) (2
EBIT DA . ittt ettt et e eeeeeeeeneennns 2,295 198,372 496,612 627,745 809

(1) The consolidated statement of operations data include the operations of
Savoy Pictures Entertainment, Inc. and Home Shopping Network, Inc. since
their acquisition by USA on December 19, 1996 and December 20, 1996,
respectively. Prior to USA's acquisition of USA Networks on February 12,
1998, referred to as "Networks," which consisted of the USA Network and SCI
FI Channel cable
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9

television networks, and the domestic television production and distribution
business of Universal, referred to as "Studios USA," the assets of HSN, Inc.
(predecessor to USA) consisted principally of USA's retail sales programs,
Home Shopping Network and America's Store.

The consolidated statement of operations data include the operations of
Ticketmaster since the acquisition by USA of its controlling interest in
Ticketmaster on July 17, 1997.

The consolidated statement of operations data include the operations of
Networks and Studios USA since their acquisition by USA from Universal on
February 12, 1998 and CitySearch since its acquisition by USA on
September 28, 1998.

Net earnings for the year ended December 31, 1998 include a pre-tax gain of
$74.9 million related to USA's sale of its Baltimore television station
during the first quarter of 1998 and a pre-tax gain of $109.0 million
related to the CitySearch transaction during the fourth quarter of 1998.

The consolidated statement of operations data include the operations of
Hotel Reservations Network, since its acquisition by USA on May 10, 1999 and
the operations of October Films and the domestic film distribution and
development business of Universal, which was previously operated by Polygram
Filmed Entertainment, referred to as USA Films, since their acquisition by
USA on May 28, 1999. Net earnings for the year ended December 31, 1999
include a pre-tax gain of $89.7 million related to the sale of securities.

Includes a pre-tax gain of $104.6 million related to the Styleclick
transaction, a pre-tax gain of $3.7 million related to the Hotel
Reservations Network initial public offering, and a pre-tax charge of
$145.6 million related to impairment of Styleclick goodwill.

Includes a gain of $517.8 million, net of tax, related to the sale of
capital stock of certain USA Broadcasting subsidiaries and an after-tax
expense of $9.2 million related to the cumulative effect of adoption as of
January 1, 2001 of SOP 00-2, Accounting By Producers or Distributors of
Films.

Earnings (loss) per common share data and shares outstanding retroactively
reflect the impact of two-for-one stock splits of USA common stock and USA
Class B common stock made on February 24, 2000 and March 26, 1998. All share
numbers give effect to such stock splits.

10

SELECTED PRO FORMA COMBINED CONDENSED FINANCIAL DATA

In the table that follows, we provide you with unaudited selected pro forma

combined condensed financial information for USA giving effect to the
contribution of the USA Entertainment Group to the VUE Joint Venture, USA's
acquisition of Expedia and other transactions completed by USA during the year
ended December 31, 2000 and during the nine months ended September 30, 2001.

USA has not declared any cash dividends on USA common shares and no shares

of USA preferred stock were outstanding during the periods presented.

This unaudited selected pro forma combined condensed financial information

should be read in conjunction with the separate historical financial statements
and accompanying notes of USA that are incorporated by reference in this proxy
statement and the unaudited financial statements of the USA Entertainment Group
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included in this proxy statement. It is also important that you read the
unaudited pro forma combined condensed financial information and accompanying
discussion that we have included in this proxy statement starting on page 82
under "Unaudited Pro Forma Combined Condensed Financial Statements of USA." You
should not rely on the unaudited selected pro forma financial information as an
indication of the results of operations or financial position that would have
been achieved if the transactions had taken place earlier or of the results of
operations or financial position of USA after the completion of the
transactions.
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SELECTED PRO FORMA COMBINED CONDENSED FINANCIAL INFORMATION

PRO FORMA

YEAR ENDED
DECEMBER 31, 2000

NINE MONTHS
ENDED
SEPTEMBER 30, 2

(DOLLARS IN THOUSANDS,
EXCEPT PER SHARE DATA)

STATEMENT OF OPERATIONS

Nt REVEINUE S e i vt ittt e et ettt ettt ettt eeeeeeeeeeeeeeaeeeas $ 3,192,808
Operating pProfit (loSS) c v v ittt ittt ettt e et e eeaeens (536,887)
Earnings (loss) from continuing operations................ (323, 965)
Earnings (loss) before cumulative effect of accounting

[0 2 = 1'a Y 1O (383, 360)
Net earnings (loss) before preferred dividend............. (383, 360)
Net earnings (loss) available to common stockholders...... (396,419)

LOSS PER SHARE FROM CONTINUING OPERATIONS
=5 X S (0.81)
5T G =Y $ (0.81)

EARNINGS (LOSS) PER SHARE BEFORE PREFERRED DIVIDEND EARNINGS
=5 X S (0.95)
0 G o =Y Y $ (0.95)

NET EARNINGS (LOSS) PER SHARE AVAILABLE TO COMMON

STOCKHOLDERS
L5 X S (0.99)
0 G o =Y Y $ (0.99

ADJUSTED NET EARNINGS (LOSS) PER SHARE AVAILABLE TO COMMON
STOCKHOLDERS (A)

BALANCE SHEET DATA (END OF PERIOD)
Working capital. ...ttt ittt et ettt et e
Total ASSEL Sttt ittt ittt ettt ittt e
Long-term obligations, net of current maturities..........
Minority dnterest. ...ttt ittt et ettt
Common stock exchangeable for preferred interest..........
Stockholders' eqUity ...ttt ittt ettt ettt eeeeeeennn

$ 2,730,879

(210, 420
(176,439
341,408
341,408
331,613

$ (0.43

$ (0.43

$ . 84

$ .72

$ .81

$ .70

$ .91

$ .77

$ 2,850,438
12,898,455
545,184
972,025
1,347,646
7,382,974
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(A) Adjusted net earnings per share is calculated assuming that Vivendi's
remaining 56.6 million USA common shares following completion of the
transactions are held in treasury for the purposes of determining shares
outstanding. USA's $1.75 billion face value Class B preferred interest in
the VUE Joint Venture is puttable and callable commencing on the 20th
anniversary of the completion of the transactions at its then accreted face
value for up to 56.6 million USA common shares held by Vivendi. Upon
exercise of the put or call, USA will cancel those shares. Note that if
USA's share price exceeds $41 per share, fewer than 56.6 million shares
would be cancelled. For instance, at a share price of $45, 51.4 million
shares would be cancelled. At a share price of $50, 46.2 million shares
would be cancelled. At the election of Universal, USA common shares to be
received by USA pursuant to the put or call can be substituted with cash
equal to the market value of those shares. If cash is substituted, it is
USA's intention to repurchase shares with the proceeds.

12
UNAUDITED COMPARATIVE PER SHARE DATA FOR USA

In the table below, we provide you with historical per share financial
information for USA as of September 30, 2001 and for the twelve months ended
December 31, 2000. We also provide you with pro forma per share financial
information for USA as of September 30, 2001 and for the twelve months ended
December 31, 2000, giving effect to the transactions with Vivendi and other
transactions entered into by USA, including the Expedia transaction. The pro
forma financial information assumes that the respective transactions had been
completed on January 1, 2000 for income statement purposes and on September 30,
2001 for balance sheet purposes.

USA has not declared any cash dividends during this period and no shares of
USA preferred stock were outstanding during the periods presented.

It is important that when you read this information, you read along with it
the separate financial statements and accompanying notes of USA that are
incorporated by reference in this proxy statement. It is also important that you
read the pro forma combined financial information and accompanying notes that we
have included in this proxy statement starting on page 82 under "Unaudited Pro
Forma Combined Condensed Financial Statements of USA." You should not rely on
the unaudited pro forma financial information as an indication of the results of
operations or financial position that would have been achieved if the
transactions had taken place earlier or the results of operations or financial
position of USA after the completion of the transactions.

USA ACTUAL PRO FORMA (1)

BOOK VALUE PER SHARE
September 30, 2001 .. ..ttt ittt et e et e e $10.59 $17.98
December 31, 2000. ...ttt ittt ittt eeeeteeeeeeeneeaneens 9.34

EARNINGS (LOSS) PER SHARE FROM CONTINUING OPERATIONS
Basic and diluted for the nine months ended September 30,

2/ (0.18) (0.43)
Basic and diluted for the twelve months ended
December 31, 2000. ...ttt it ttn ettt teeeeeeeeeeneeneeen (0.25) (0.81)

EARNINGS (LOSS) PER SHARE BEFORE CUMULATIVE EFFECT OF
ACCOUNTING CHANGE
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2 7 = e Y 1.21 0.84

3 T N Y o I 0.70 0.72
Basic and diluted for the twelve months ended

December 31, 2000. ...ttt it ttn ettt eeeeeeeeeeeneeneenn (0.41) (0.95)

NET EARNINGS (LOSS) PER SHARE AVAILABLE TO COMMON

STOCKHOLDERS
For the nine months ended September 30, 2001..............
2 T 1= e Y 1.18 0.81
3 0 I =Y o O 0.69 0.70
Basic and diluted for the twelve months ended
December 31, 2000. ...ttt ittt ttn ettt eeeeeeeeeeeneeneean (0.41) (0.99)

(1) Pro forma information gives effect to the acquisition by USA of Expedia and
the proposed transactions between USA and Vivendi as well as acquisitions
made by USA and Expedia in 2000 and 2001. See "Unaudited Pro Forma Combined
Condensed Financial Statements of USA."

13
CAUTIONARY STATEMENT CONCERNING FORWARD LOOKING STATEMENTS

This proxy statement and the other documents incorporated in this proxy
statement by reference contain "forward-looking statements" within the meaning
of the securities laws. The "forward-looking statements" include, among other
things, statements relating to our anticipated financial performance, business
prospects, new developments, new merchandising strategies and similar matters,
and/or statements preceded by, followed by or that include the words "believes,"
"could, " "expects," "anticipates," "estimates," "intends," "projects," or
similar expressions. We have based these forward-looking statements on our
current expectations and projections about future events, based on the
information currently available to us. For those statements, we claim the
protection of the safe harbor for forward-looking statements contained in the
Private Securities Litigation Reform Act of 1995. These forward-looking
statements are subject to risks, uncertainties and assumptions that may affect
the operations, performance, development and results of our business. You are
cautioned not to place undue reliance on these forward-looking statements, which
speak only as of the date stated, or if no date is stated, as of the date of
this proxy statement. You should understand that the following important
factors, in addition to those discussed in the documents incorporated in this
document by reference, could affect our future results and could cause those
results to differ materially from those expressed in such forward-looking
statements:

— material adverse changes in economic conditions generally or in our
markets;

- future regulatory and legislative actions and conditions affecting our
operating areas;

- competition from others;
- successful integration of our divisions' management structures;
— product demand and market acceptance;

- the ability to protect proprietary information and technology or to obtain
necessary licenses on commercially reasonable terms;
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- material changes in inflation;
- the ability to expand into and successfully operate in foreign markets;
- obtaining and retaining key executives and employees; and

— other risks and uncertainties as may be detailed from time to time in our
public announcements and filings with the Securities and Exchange
Commission.

We undertake no obligation to publicly update or revise any forward-looking
statements, whether as a result of new information, future events or any other
reason. In light of these risks, uncertainties and assumptions, the
forward-looking events discussed in this proxy statement may not occur.

14
THE SPECIAL MEETING
GENERAL

We are mailing this proxy statement and the accompanying proxy card to
holders of USA common stock, USA Class B common stock and USA preferred stock in
connection with the solicitation of proxies by our board of directors for use at
the special meeting. We solicit proxies to give all stockholders on the record
date an opportunity to vote on matters that will come before the special
meeting. This procedure is necessary because stockholders live in all states and
abroad and many may not be able to attend the special meeting. You can vote or
let us vote your shares of USA common stock, USA Class B common stock and/or USA
preferred stock only if you are present in person or represented by proxy. A
proxy card is being provided to holders of USA common stock, USA Class B common
stock and USA preferred stock with this proxy statement. Information with
respect to the execution and revocation of proxies is provided under "--How You
Can Vote."

At the special meeting, we will ask holders of USA common stock, USA
Class B common stock and USA preferred stock eligible to vote to consider and
vote upon the approval of the transactions proposal. For more information, see
"The Transactions."

DATE, TIME AND PLACE OF THE SPECIAL MEETING; RECORD DATE

The special meeting is scheduled to be held at a.m., local time, on
, , 2002, at . Our board of directors has fixed the close of
business on , 2002 as the record date for determination of holders of USA

common stock, USA Class B common stock and USA preferred stock entitled to
notice of and to vote at the special meeting. On the record date, there were

outstanding shares of USA common stock, shares of USA Class B common
stock and shares of USA preferred stock.
QUORUM

The presence, either in person or by proxy, of the holders of USA's
securities representing a majority of USA's voting power entitled to vote is
necessary to constitute a gquorum at the special meeting. Shares of USA common
stock, USA Class B common stock or USA preferred stock represented by a properly
executed proxy will be treated as present at the special meeting for purposes of
determining a quorum, without regard to whether the proxy is marked as casting a
vote or abstaining. See "--Proxies; Revocability of Proxies; Cost of
Solicitation" for more information.

26



Edgar Filing: USA NETWORKS INC - Form PRES14A

VOTES REQUIRED

The transactions proposal requires stockholder approval under the Delaware
General Corporation Law and under the rules of the National Association of
Securities Dealers, as further described below.

THE VOTE REQUIRED UNDER DELAWARE LAW

Because Vivendi is considered an "interested stockholder" under Section 203
of the Delaware General Corporation Law as a result of its acquisition of The
Seagram Company Ltd. in December 2000 (which held 42.5% of USA's equity on a
fully diluted basis at that time), the parties have agreed to obtain approval of
the transactions proposal by the affirmative vote of 66 2/3% of the outstanding
USA common stock and USA preferred stock (by vote and by number), voting
together as a single class, excluding the shares held by Vivendi, Liberty,

Mr. Diller and their respective affiliates. Due to the fact that all of the
outstanding shares of USA Class B common stock are held by Vivendi, Liberty,
Mr. Diller or their respective affiliates, votes cast in respect of any shares
of USA Class B common stock will not be counted for or against approval of the
transactions proposal for purposes of the vote required under the Delaware
General Corporation Law.

15
THE VOTE REQUIRED UNDER NASD

Under the rules of the National Association of Securities Dealers, because,
in connection with the transactions, USA will be issuing to Universal (which
owns in excess of 5% of the outstanding USA common shares) equity warrants to
acquire USA common stock, which warrants, if exercised, would represent an
increase in outstanding USA common shares of at least 5%, approval of the
transactions proposal requires the affirmative vote of a majority of the votes
cast at the special meeting by the holders of USA common stock, USA Class B
common stock and USA preferred stock, voting together as a single class,
including any shares held by Vivendi, Liberty, Mr. Diller and their respective
affiliates.

USA VOTING POWER
Each share of USA common stock entitles the holder to one vote per share,

each share of USA Class B common stock entitles the holder to ten votes per
share and each share of USA preferred stock entitles the holder to two votes per

share. As of , 2002, the directors and executive officers of USA (other
than Mr. Diller and the Liberty and Vivendi designees to the USA board of
directors) beneficially owned approximately % of the total voting power of

USA. Mr. Diller, through shares owned by him as well as the irrevocable proxy
over shares held by Universal and Liberty, granted to him under the Stockholders
Agreement, controls approximately % of the combined voting power of USA,
which is sufficient for stockholder approval of the transactions for purposes of
the National Association of Securities Dealers. USA will not complete the
transactions unless the transactions are approved both for purposes of Delaware

law and the rules of the National Association of Securities Dealers.
HOW YOU CAN VOTE

If you attend the special meeting, you may vote by ballot. However, many
stockholders may be unable to attend the special meeting. Therefore, our board
of directors is soliciting proxies so that each holder of USA common stock, USA
Class B common stock and USA preferred stock at the close of business on the
record date has the opportunity to vote on the transactions proposal.

You may vote your shares by proxy by marking your vote on the proxy card,
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signing and dating it, and mailing it in the envelope provided. If you sign and
return your proxy card without specifying a choice, we will vote your shares in
favor of the transactions proposal. Abstentions marked on your proxy card and
broker non-votes are voted neither FOR nor AGAINST, but we count these shares in
determining a quorum for the proposals. Abstentions and broker non-votes have
the effect of a vote against the transactions proposal for purposes of Delaware
law. Abstentions and broker non-votes have no effect on the vote for the
transactions proposal for purposes of the rules of the National Association of
Securities Dealers.

A stockholder who has given a proxy may revoke it at any time before it is
exercised at the special meeting by (1) delivering to The Bank of New York a
written notice, bearing a date later than the proxy, stating that the proxy is
revoked, (2) signing and delivering a proxy relating to the same shares and
bearing a later date prior to the vote at the special meeting, or (3) attending
the special meeting and voting in person (although attendance at the special
meeting will not, by itself, revoke a proxy). You should send any written notice
or new proxy card to USA c/o The Bank of New York at the following address: USA
Networks, Inc., P.0O. Box , New York, New York 10203. You may request a new
proxy card by calling our proxy solicitor, MacKenzie Partners, Inc., at
1-800-322-2885 (toll-free).

IF YOU HOLD YOUR SHARES THROUGH A BANK OR BROKER, FOLLOW THE VOTING
INSTRUCTIONS ON THE FORM YOU RECEIVE FROM YOUR BANK OR BROKER.

YOUR VOTE IS IMPORTANT. WE URGE YOU TO SUBMIT YOUR PROXY BY SIGNING AND
RETURNING THE ACCOMPANYING PROXY CARD WHETHER OR NOT YOU PLAN TO ATTEND THE
SPECIAL MEETING. Failure to vote will
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have the effect of a vote against the transactions proposal for purposes of
Delaware law. If you do attend the special meeting, you may vote by ballot,
thereby cancelling any proxy previously given.

COST OF SOLICITATION

We have retained MacKenzie Partners, Inc. for a fee of $17,500, plus
additional charges related to telephone calls and other services, to assist in
the solicitation of proxies. The cost of soliciting proxies will be borne by
USA. In addition to solicitations by mail, the officers, directors and a number
of regular employees of USA and its subsidiaries may solicit proxies in person
or by telephone.

RECOMMENDATION OF OUR BOARD OF DIRECTORS

YOUR BOARD OF DIRECTORS BELIEVES THAT THE TRANSACTIONS ARE IN YOUR BEST
INTERESTS AND USA'S BEST INTERESTS AND RECOMMENDS, BY THE UNANIMOUS VOTE OF ALL
DIRECTORS (OTHER THAN DIRECTORS AFFILIATED WITH VIVENDI, NONE OF WHOM WAS
PRESENT AT THE BOARD MEETING), THAT YOU VOTE FOR THE TRANSACTIONS PROPOSAL.

17
THE TRANSACTIONS
The description of the material terms of the transactions set forth below is
not intended to be a complete description of the transactions. We qualify this
description by reference to the transaction documents, which we have attached as
appendices to this proxy statement. We encourage all stockholders to read these

documents in their entirety.

STRUCTURE OF THE TRANSACTIONS
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USA has agreed to effect a series of transactions in which the following
will occur:

Vivendi and USA will create the VUE Joint Venture in which Vivendi and its
subsidiaries, USA and its subsidiaries and Mr. Diller will have common
ownership interests of 93.06%, 5.44% and 1.5%, respectively.

USA and its subsidiaries will contribute its ownership interest in the USA
Entertainment Group, consisting of USA Cable, USA Films and Studios USA,
to the VUE Joint Venture.

Universal will contribute the Universal Entertainment Group, consisting of
Universal's film, television and theme park businesses, as well as the
remaining interest in the USA Entertainment Group that it received in
exchange for cancellation of its LLC shares, to the VUE Joint Venture.

As members of the VUE Joint Venture, USA and its subsidiaries will receive
the following:

approximately $1.62 billion in cash, debt-financed by the VUE Joint
Venture, which will be subject to tax-deferred treatment for a 1l5-year
period;

a $750 million face value Class A preferred interest in the VUE Joint
Venture, with a 5% annual paid-in-kind dividend and a 20-year term, to
be settled in cash at its then face value at maturity;

a $1.75 billion face value Class B preferred interest in the VUE Joint
Venture, with a 1.4% annual paid-in-kind dividend, a 3.6% annual cash
dividend, callable and puttable after 20 years, to be settled by
Universal at its then face value with a maximum of approximately

56.6 million USA common shares, provided that Universal may substitute
cash in lieu of shares of USA common stock (but not USA Class B common
stock), at its election; and

a 5.44% common interest in the VUE Joint Venture, generally callable by
Universal after five years and puttable by USA after eight years, which
may be settled in either Vivendi stock or cash, at Universal's
election.

— In exchange for Universal agreeing to enter into certain commercial

arrangements and for other valuable consideration, USA will issue to
Universal ten-year warrants to acquire shares of USA common stock as
follows:

24,187,094 shares at $27.50 per share;
24,187,094 shares at $32.50 per share; and

12,093,547 shares at $37.50 per share.

— Liberty will exchange 7,079,726 LLC shares for shares of USA common stock,

after which the exchange agreement relating to the LLC shares will
immediately terminate. Liberty will then transfer to Universal 25,000,000
shares of USA common stock and to Vivendi 38,694,982 LLC shares, as well
as the assets and liabilities of Liberty Programming France (which consist
primarily of 4,921,250 shares of multiThematiques), in exchange for
37,386,436 Vivendi ordinary shares.

— USANi LLC will cancel LLC shares currently exchangeable into 320,856,512

USA common shares, representing all of the LLC shares then owned by
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Universal (including all the LLC shares acquired from Liberty in
accordance with the Vivendi/Liberty Merger Agreement), in

18

exchange for the distribution of interests in certain of USANi LIC's
subsidiaries comprising part of the USA Entertainment Group.

— Mr. Diller will receive a common interest in the VUE Joint Venture with a
1.5% profit sharing percentage in return for his agreeing to specified
non-competition provisions and agreeing to serve as the chairman and chief
executive officer of the VUE Joint Venture.

— USA and Mr. Diller have agreed that they will not compete with Vivendi's
television and filmed entertainment businesses (including the VUE Joint
Venture) for a minimum of 18 months.

BACKGROUND OF THE TRANSACTIONS

Beginning in September 2001, management of USA and Vivendi spoke informally
regarding their companies and discussed, at a general level, whether there was
any interest in a possible strategic transaction involving the entertainment
assets of each of USA and Universal. These discussions evolved into discussions
in which senior management from USA and Vivendi discussed creating a joint
venture between USA and Vivendi, with USA contributing the USA Entertainment
Group and Vivendi contributing the Universal Entertainment Group.

In early November 2001, USA's management contacted the disinterested members
of the USA board of directors, as well as Wachtell, Lipton, Rosen & Katz
("Wachtell"), special counsel to USA, and Allen & Company Incorporated
("Allen & Co."), USA's financial advisor, to inform them of the preliminary
discussions that USA and Vivendi were having. USA's management had multiple
discussions with its advisors to review possible transaction structures. Under
certain of the proposals under discussion, Vivendi would have purchased a
portion of the USA shares owned by Mr. Diller at a premium to market. However,
Mr. Diller concluded that the long-term prospects for USA following the
transactions made it unattractive for him to sell any portion of his USA shares
even at a premium to current market, and therefore determined not to sell any of
his USA shares.

Subsequently, management of Vivendi and USA also separately contacted
Liberty's management to inform them of the ongoing discussions. Under the
existing Governance Agreement, each of Liberty, Vivendi and Mr. Diller has veto
rights over the proposed transactions or any other disposition by USA of its
entertainment businesses.

From the beginning, each party to the negotiations had certain preconditions
to proceeding. On Vivendi's part, Vivendi insisted that Mr. Diller must agree to
non-competition provisions with the entertainment businesses (non-competition
provisions were also required from USA), to manage the VUE Joint Venture, with
Vivendi ultimately in control, under terms that would sufficiently incentivize
him in managing the VUE Joint Venture, and to a personal standstill with Vivendi
(including a prohibition on Mr. Diller's involvement with others in any actions
to acquire control of Vivendi). On USA's part, in addition to seeking to ensure
that any transaction was financially in the best interests of USA and its
stockholders, USA insisted that both Vivendi and Liberty agree to relinquish
their veto rights over "fundamental matters" as set forth in the current
Governance Agreement, that any transaction must provide full value for USA's
contribution to the joint venture and have minimal "outs", and that any
transaction must achieve long-term tax deferral of gain for USA while also
permitting USA to receive a substantial amount of cash immediately. On Liberty's
part, Liberty insisted that it receive from Vivendi a premium for the sale of
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its interest in multiThematiques, S.A., a French venture in which Vivendi
already participates, that it retain "fundamental matter" veto rights if USA
became a highly leveraged entity in the future and that the transactions
contemplated by the Transaction Agreement and those contemplated by the
Vivendi/Liberty Merger Agreement be conditioned upon each other. On

Mr. Diller's part, Mr. Diller insisted that he retain voting control of USA
through the proxies on USA shares owned by Vivendi and Liberty, that
"fundamental matter" veto rights of Vivendi and Liberty be eliminated and that
his agreement to manage the VUE Joint Venture be "at will."

19

Later in November 2001, USA, Vivendi and their respective advisors held
extensive discussions regarding the terms and structure of a proposed
transaction. These discussions grew increasingly frequent and substantive in
nature. Also, the disinterested directors informally held discussions and
contacted independent legal and financial advisors to represent them should the
parties' discussions reach a point that a special committee became necessary or
advisable. USA and Vivendi began to exchange drafts of various transaction
documents during the first week of December 2001.

On December 4, 2001, USA's board of directors formally appointed a special
committee to participate in the negotiation of the transactions, evaluate the
transactions on behalf of USA and its public stockholders and make a
recommendation to USA's board of directors regarding the transactions. The
special committee consisted of William Savoy, Anne Busquet, General H. Norman
Schwarzkopf and Paul Allen, each of whom was determined to be an independent
director for purposes of evaluating the transactions as none of them had any
material relationship with Vivendi, Liberty, Mr. Diller or their affiliates, or
any personal interest in the transactions that diverges from the interests of
USA's stockholders generally. The special committee retained Morris, Nichols,
Arsht & Tunnell ("Morris Nichols") as its legal advisor and Bear, Stearns & Co.
("Bear Stearns") as its financial advisor. The special committee met formally on
December 4, December 11, December 14 and December 16, 2001, and in between
meeting dates members of the special committee participated directly and through
their advisors in an ongoing review of the developing transactions.

On December 4, 2001, at the first meeting of the special committee, USA's
management provided the special committee with background information regarding
the transactions, presented management's views of the transactions and described
a variety of unresolved issues with respect to the transactions. In addition,
representatives from Wachtell described the negotiations to date. Next, members
of management and representatives from Wachtell left the meeting, and Allen &
Co. updated the special committee on the status of the negotiations. Allen & Co.
also informed the special committee, which was subsequently confirmed by Bear
Stearns, that Vivendi had informed USA that it would not consent to any proposed
transaction involving a sale of USA or the USA Entertainment Group to a third
party. Following its presentation, representatives from Allen & Co. left the
meeting, and representatives from Morris Nichols described the fiduciary duties
of the members of the special committee. Next, representatives from Bear Stearns
discussed the financial issues regarding the transactions and described the due
diligence that Bear Stearns had conducted to date.

The special committee convened again on December 11, 2001 to receive an
update on the status of the parties' negotiations and discuss legal and
financial issues with its advisors. The committee discussed particular terms of
the transactions, including the indemnification provisions contained in the
draft Transaction Agreement (under which USA would indemnify Vivendi for
breaches of USA's representations and warranties) and an expense reimbursement
proposed to be payable to Vivendi in the event that the transactions were
abandoned at Vivendi's behest as a result of the USA board of directors or any
committee of the USA board of directors withdrawing or modifying its approval or
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recommendation of the transactions, which would be capped at $30 million.
Members of the special committee expressed their views that USA's
indemnification obligations should be limited and articulated concern that a

$30 million cap on the expense reimbursement was too high. Members of the
special committee also discussed a proposed provision that, with some
modifications, in effect would have required USA to assume an obligation similar
to that of Universal under the terms of the existing Stockholders Agreement to
purchase shares of USA common stock owned by Mr. Diller during the one-year
period following such time as Mr. Diller no longer serves as chief executive
officer of USA, which we refer to as the "Diller Put."

Under the terms of the existing Stockholders Agreement, the Diller Put
obligation is required to be assumed by any party that acquired the USA shares
held by Universal, which under the proposed transactions may be deemed to be
acquired by USA. The Diller Put has a one-year term, and the per share price is
determined based on the market price of USA common stock either prior to the
announcement that Mr. Diller no longer serves as chief executive officer of USA
or prior to the

20

exercise of the Diller Put, depending on when Mr. Diller exercised the Diller
Put. Under the proposal, in lieu of being obligated to purchase Mr. Diller's
shares as required under the Stockholders Agreement as a condition to the
transfer by Universal of its USA stock interest to USA, USA would have been
required to make Mr. Diller whole for any market discount he suffered upon a
sale of his shares based on the pre-—-announcement price as set forth in the
Stockholders Agreement. Following discussions between the advisors to the
special committee and Wachtell, the proposal relating to the Diller Put was
withdrawn, and Mr. Diller waived the requirement for USA to assume Universal's
obligation under the Diller Put.

The special committee next met on December 14, 2001 to receive an update and
consider the status of the negotiations, including the outstanding issues
between USA, Vivendi and Liberty. Representatives from Wachtell indicated that
Vivendi had agreed to reduce the $30 million cap on the expense reimbursement to
up to $15 million in documented expenses and that, also in response to concerns
expressed by the special committee, Mr. Diller had agreed to withdraw the
proposal relating to the Diller Put and waive the requirement that USA assume
Universal's obligation under the Diller Put, which proposal was estimated by
Bear Stearns to have had a value of $300 to $400 million. During the
December 11, 2001 meeting, the special committee also focused on the scope and
duration of the proposed non-compete for USA and Mr. Diller (which at that time
was proposed by Vivendi to remain in effect from the closing of the transactions
until 18 months following the time that USA no longer held a common interest in
the VUE Joint Venture). At the special committee's request, Mr. Diller discussed
his intended management role with USA, assuming completion of the transactions.
Next, representatives from Wachtell left the meeting, and Bear Stearns reviewed
the status of the transactions and certain financial analyses. Following the
presentation by Bear Stearns, representatives from Morris Nichols reviewed the
$15 million expense reimbursement provision and other open legal points. The
special committee agreed that the $15 million expense reimbursement provision
was reasonable.

Over the course of the discussions/negotiations, the special committee's
legal and financial advisors, for the most part, communicated the special
committee's views to USA's legal and financial advisors who negotiated those
points and others directly with Vivendi's legal and financial advisors. The
special committee's legal and financial advisors at times also engaged in direct
discussions/negotiations with Vivendi's legal and financial advisors. In
addition, Mr. Savoy, on behalf of the special committee, on occasion discussed
matters directly with Mr. Diller. While neither USA management nor the special
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committee participated in negotiations relative to the financial terms of the
Vivendi/Liberty transaction, USA was concerned that, given that the USA/Vivendi
transaction would be conditioned on the Vivendi/Liberty transaction,
consummation of the Vivendi/Liberty transaction must be highly certain, and USA
did negotiate to obtain assurance on that point. The discussions among all
parties culminated on the weekend of December 15-16, 2001, during which time the
transaction agreements were finalized.

On December 16, 2001, the special committee held a meeting to consider the
transactions. At the meeting, USA management reported to the special committee
on the course of negotiations relating to the transactions, discussed with the
special committee the potential benefits and risks of the transactions, and
responded to questions from the members of the special committee. In addition,
representatives from Wachtell reviewed with the members of the special committee
the principal terms and conditions of each of the transaction documents,
including the Transaction Agreement, the Partnership Agreement, the Amended and
Restated Governance Agreement, the Amended and Restated Stockholders Agreement,
the Warrant Agreement and the Vivendi/Liberty Merger Agreement, as well as tax,
regulatory and other legal matters relating to the transactions. Representatives
from Wachtell also reported that Vivendi had agreed, in response to the special
committee's concerns regarding USA's indemnification obligations for breaches of
USA's representations and warranties, to increase the deductible to
$150 million with respect to those obligations.

Next, Bear Stearns discussed various analyses relating to the transactions
and responded to questions from the directors regarding the manner and
conclusion of its analyses. Following its presentation, Bear Stearns rendered an
oral opinion that, as of December 16, 2001, the consideration
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to be received by USA in the transactions was fair, from a financial point of
view, to the stockholders of USA other than Vivendi, Liberty, Mr. Diller and
their affiliates. The special committee subsequently received the written
opinion of Bear Stearns confirming its oral opinion at the special committee
meeting. Following discussion by the special committee, and subject to
finalization of the necessary documentation, the special committee unanimously
declared the Transaction Agreement advisable; determined that the terms of the
transactions are fair to and in the best interests of the stockholders of USA,
other than Vivendi, Liberty, Mr. Diller and their affiliates; and recommended
that the USA board of directors approve the transactions and declare the
advisability of the Transaction Agreement.

On December 16, 2001, following the meeting of the special committee, USA's
board of directors (other than directors affiliated with Vivendi) held a special
meeting to consider the transactions. At the meeting, USA management reported to
the USA board of directors on the course of negotiations relating to the
transactions, discussed with the directors the potential benefits and risks of
the transactions, and responded to questions from the directors. In addition,
representatives from Wachtell reviewed with the USA board of directors the
principal terms and conditions of each of the transaction documents, including
the Transaction Agreement, the Partnership Agreement, the Amended and Restated
Governance Agreement, the Amended and Restated Stockholders Agreement, the
Warrant Agreement and the Vivendi/Liberty Merger Agreement, as well as tax,
regulatory and other legal matters relating to the transactions. Wachtell also
noted for USA's board that the parties had come to agreement on the terms of the
non-compete applicable to USA and Mr. Diller as reflected in the definitive
documents.

Next, Allen & Co. discussed various analyses relating to the transactions

and responded to questions from the directors regarding the manner and
conclusion of its analyses. Following its presentation, Allen & Co. rendered an
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oral opinion that, as of December 16, 2001, the consideration to be received by
USA pursuant to the transactions was fair, from a financial point of wview, to
USA. The USA board of directors subsequently received the written opinion of
Allen & Co. confirming their oral opinion at the USA board meeting. Following
discussion by the board of directors, and subject to finalization of the
necessary documentation, the board of directors determined that the transactions
are advisable, fair to, and in the best interests of, the USA stockholders and
recommended, by the unanimous vote of all directors (other than directors
affiliated with Vivendi, none of whom was present at the board meeting), that
the USA stockholders approve the transactions.

On December 16, 2001, the parties executed the Transaction Agreement, the
Amended and Restated Governance Agreement and the Amended and Restated
Stockholders Agreement, and Vivendi, Liberty and certain of their respective
affiliates executed the Vivendi/Liberty Merger Agreement, copies of which are
attached as Appendices A, C, D and F to this proxy statement. On December 17,
2001, USA issued a press release announcing the execution of the Transaction
Agreement.

REASONS FOR THE TRANSACTIONS

In view of the wide variety of factors considered in connection with their
evaluation of the transactions, the special committee and the USA board of
directors did not find it practicable to, and did not, quantify or otherwise
attempt to assign relative weights to the specific factors each considered in
reaching its determinations.

We do not intend for the following discussion of the information and factors
considered by the special committee and the USA board of directors to be
exhaustive. We believe the discussion includes all material factors that the
special committee and the USA board of directors considered.

USA SPECIAL COMMITTEE

In reaching its decision to recommend that the USA board of directors
approve the Transaction Agreement, the related transaction documents and the
transactions and declare the advisability of the
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same, the special committee consulted with USA's management as well as its legal
counsel and its financial advisor and carefully considered the following
material factors:

— PREMIUM TRANSACTION. The consideration that USA will receive for the USA
Entertainment Group represents a significant premium to the consideration
that USA paid for the businesses comprising the USA Entertainment Group
(approximately three times the value paid in 1998). The consideration
received by USA includes USA common shares owned by Vivendi that have
appreciated in value significantly since 1998.

— PARTICIPATION IN THE FUTURE OF THE VUE JOINT VENTURE. USA will have the
opportunity to participate, through its 5.44% common interest, in the
future of the VUE Joint Venture.

— BEAR STEARNS' FAIRNESS OPINION. Bear Stearns provided an oral opinion,
subsequently confirmed in writing, to the effect that, as of December 16,
2001, the consideration to be received by USA in the transactions is fair,
from a financial point of view, to the stockholders of USA other than
Vivendi, Liberty, Mr. Diller and their affiliates.

— LIMITED CONDITIONS TO CONSUMMATION. The obligation of Vivendi to
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consummate the transactions is subject to a limited number of conditions,
with no financing condition. Moreover, Vivendi has the financial resources
to consummate the transactions expeditiously.

STRATEGIC ALTERNATIVES. USA's management advised the special committee
that in order to remain fully competitive in a rapidly consolidating
industry, the USA Entertainment Group would need to grow through
acquisitions and that although it continuously evaluates potential
acquisition targets, USA's management had not identified entertainment
assets of the size, caliber and fit necessary to meaningfully improve the
competitive position of the USA Entertainment Group that were available at
a reasonable price. USA management advised the special committee that a
sale of the USA Entertainment Group made strategic sense. Furthermore, in
determining to recommend the transactions, the special committee took into
account the fact that USA could not effect a sale of the USA Entertainment
Group or any substantial acquisition on behalf of the USA Entertainment
Group without the prior approval of Vivendi and Liberty and that either
Vivendi or Liberty could effectively veto any such transaction under the
terms of the current Governance Agreement and the current Stockholders
Agreement. The special committee also considered Vivendi's position that
Vivendi would veto any proposed transaction involving a sale of USA or the
USA Entertainment Group to a third party.

CONCENTRATED EMPHASIS ON INTEGRATED INTERACTIVITY. The transactions
present an opportunity for USA to emphasize its leadership role in
integrated interactivity, including ticketing, online travel, online
dating, teleservices, electronic retailing and other interactive commerce
services, where USA can engage in multiple forms of electronic commerce at
scale, and which USA believes to be an area of faster growth opportunities
than the business of the USA Entertainment Group. The transactions will
give USA Interactive greater financial and operating strength to help
realize growth opportunities in the future in electronic commerce,
including through acquisitions.

ESTABLISHING AN INDEPENDENT USA. The transactions will significantly
increase the independence of USA. The Amended and Restated Governance
Agreement, which will become effective at the closing of the transactions,
eliminates altogether the veto rights that Vivendi currently has with
respect to USA's actions. Moreover, the Amended and Restated Governance
Agreement significantly limits the veto rights that Liberty and

Mr. Diller will have with respect to USA's actions. In particular,
following completion of the transactions, most of Liberty's and

Mr. Diller's veto rights, including with respect to significant
acquisitions and dispositions by USA and amendments to USA's charter, will
exist only if USA's debt to income ratio equals or exceeds 4:1 for a
continuous twelve-month period. Currently, Vivendi, Liberty and

Mr. Diller possess veto rights irrespective of whether or not USA
satisfies any financial ratio test. Accordingly, upon completion of the
transactions, USA believes that it will have a great deal more flexibility
to pursue its growth.
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OTHER BUSINESS ARRANGEMENTS. USA and Universal agreed to enter into a
series of strategic and commercial alliances with one another covering
each party's transactional and internet businesses and to negotiate in
good faith to arrange for the VUE Joint Venture to provide to USA
programming distribution for the Home Shopping Network and other USA
transactional services.

SIMPLIFICATION OF USA'S CAPITAL STRUCTURE. The transactions will allow USA
to simplify and streamline its capital structure by eliminating all of the
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currently exchangeable LLC shares held by Universal, Liberty and their
affiliates. USANi LLC has been a non-wholly owned subsidiary of USA since
its formation in connection with the Universal transaction in 1998 (in
which USA acquired the television entertainment assets of Universal). USA
management advised the special committee that it believed these changes
would significantly benefit USA by facilitating greater understanding by
the financial community of USA and its stock value.

— POSSIBLE CONFLICTS OF INTEREST. The special committee took into account
the possible conflicts of interest of certain directors and members of
management of USA as well as Vivendi and Liberty. For a discussion of
these possible conflicts of interest, see "Interests of Officers and
Directors in the Transactions."

- ROLE OF MR. DILLER. Following completion of the transactions, Mr. Diller
will serve as chairman and chief executive officer of each of USA and the
VUE Joint Venture.

— DECREASED DIVERSIFICATION AND SMALLER SIZE. Following completion of the
transactions, USA will be a smaller and less diversified company. As a
more focused company, USA's earnings will be more closely tied to a less
diversified portfolio of assets and as a result USA securities may be
subject to greater volatility.

USA BOARD OF DIRECTORS

In reaching its decision to recommend that USA stockholders approve the
transactions proposal, the USA board of directors consulted with USA's
management as well as its legal counsel and its financial advisor and carefully
considered the following material factors:

— The conclusions and recommendation of the special committee;

- The factors referred to above as having been taken into account by the
special committee; and

— USA's board of directors having received an opinion from Allen & Co. that,
as of December 16, 2001, the consideration to be received by USA in the
transactions was fair, from a financial point of view, to USA.

The USA board of directors, including the members of the special committee,
believes that the transactions are procedurally fair because, among other
things:

— The special committee consisted of independent directors appointed to
represent the interests of USA's stockholders, other than Vivendi,
Liberty, Mr. Diller and their affiliates;

— The special committee retained and was advised by it own independent legal
counsel;

— The special committee retained and was advised by Bear Stearns, as its
independent financial advisor, to assist in evaluating a potential
transaction with Vivendi; and

— Under Delaware law, because Vivendi is considered an "interested
stockholder," the parties agreed to obtain approval of the transactions
proposal by the affirmative vote of 66 2/3% of the outstanding USA voting
stock, excluding any shares held by Vivendi, Liberty, Mr. Diller and their
affiliates.
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RECOMMENDATION OF THE SPECIAL COMMITTEE AND THE USA BOARD OF DIRECTORS
SPECIAL COMMITTEE
On December 16, 2001, the special committee:

- declared the Transaction Agreement, the other related transaction
documents and the transactions advisable;

- determined that the terms of the transactions are fair to and in the best
interests of USA's stockholders, other than Vivendi, Liberty, Mr. Diller
and their affiliates; and

— recommended that the USA board of directors approve the Transaction
Agreement, the other related transaction documents and the transactions,
and that the USA board of directors declare the advisability of the same.

USA BOARD OF DIRECTORS
On December 16, 2001, the USA board of directors:

- approved the Transaction Agreement, the other related transaction
documents and the transactions, and declared the advisability of the same;

— determined that the terms of the Transaction Agreement, the related
transaction documents and the transactions are fair to and in the best
interests of the USA stockholders;

— directed that the Transaction Agreement, the related transaction documents
and the transactions be submitted to a vote at a meeting of USA's
stockholders to be held as promptly as practicable following the date of
the Transaction Agreement; and

- recommended that USA's stockholders approve the Transaction Agreement, the
other related transaction documents and the transactions.

OPINION OF THE FINANCIAL ADVISOR TO THE SPECIAL COMMITTEE

Bear Stearns has rendered a fairness opinion to the special committee of the
board of directors of USA in connection with the transactions. Bear Stearns is
an internationally recognized investment banking firm that has substantial
experience in transactions similar to the transactions. Bear Stearns, as part of
its investment banking business, is continuously engaged in the valuation of
businesses and their securities in connection with mergers and acquisitions,
negotiated underwritings, competitive biddings, secondary distributions of
listed and unlisted securities, private placements and other transactions. The
special committee retained Bear Stearns based on its qualifications, expertise
and reputation in providing advice to companies with respect to transactions
similar to the transactions and because it is familiar with USA's business.

In connection with Bear Stearns' engagement, the special committee requested
that Bear Stearns evaluate whether the consideration to be received by USA in
the transactions 1is fair, from a financial point of view, to the stockholders of
USA other than Vivendi, Liberty, Mr. Diller and their affiliates. The
consideration to be received in the transactions includes (1) a total of
approximately 320.9 million LLC shares (which are currently exchangeable for USA
common shares) held by Universal (including LLC shares that will be acquired by
Universal from Liberty prior to the closing of the transactions), which will be
cancelled by USA, (2) 5.44% of the outstanding common interests in the VUE Joint
Venture, (3) a Class A preferred interest in the VUE Joint Venture with an
initial face value of $750 million, (4) a Class B preferred interest in the VUE
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Joint Venture with an initial face value of $1.75 billion, and (5) a cash
distribution from the VUE Joint Venture of approximately $1.62 billion. On
December 16, 2001 Bear Stearns delivered its oral opinion to the special
committee that, as of December 16, 2001, the consideration to be received in the
transactions was fair, from a financial point of view, to the stockholders of
USA other than Vivendi, Liberty, Mr. Diller and their affiliates. Bear
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Stearns subsequently confirmed its oral opinion by delivery of its written
opinion dated December 16, 2001.

The full text of the written opinion of Bear Stearns, dated December 16,
2001, which contains the assumptions made, matters considered and limitations on
the review undertaken in connection with the opinion, is attached as Appendix G
to this proxy statement and is incorporated by reference in this proxy
statement. You should read the opinion carefully in its entirety. The opinion
was directed to the special committee for its information in connection with its
consideration of the transactions and relates only to whether the consideration
to be received by USA in the transactions is fair, from a financial point of
view, to the stockholders of USA other than Vivendi, Liberty, Mr. Diller and
their affiliates.

In the course of performing its review and analyses for rendering its
opinion, Bear Stearns has:

- reviewed the drafts dated December 16, 2001 of (1) the Transaction
Agreement, (2) the form of the Partnership Agreement, and (3) the form of
the Warrant Agreement, which we collectively refer to as the "transaction
agreements";

- reviewed the terms and conditions of proposed agreements involving
Vivendi, Universal, Mr. Diller and Liberty, including the drafts dated
December 16, 2001 of (1) the Amended and Restated Stockholders Agreement,
(2) the Amended and Restated Governance Agreement, and (3) the
Vivendi/Liberty Merger Agreement;

- reviewed (1) the Investment Agreement, dated as of October 19, 1997, as
amended and restated as of December 18, 1997, among Universal, USA, Home
Shopping Network, Inc. and Liberty, (2) the Governance Agreement, dated as
of October 19, 1997, among USA, Universal, Liberty and Mr. Diller,

(3) the Stockholders Agreement, dated as of October 19, 1997 among
Universal, Liberty, Mr. Diller, USA and Vivendi (as successor in interest
to The Seagram Company Ltd.), (4) the Amended and Restated Limited
Liability Company Agreement of USANi LLC, dated as of February 12, 1998,
among the members of USANi LLC, and (5) the Spinoff Agreement, dated as of
October 19, 1997, between Liberty and Universal;

- reviewed USA's Annual Reports to Stockholders and Annual Reports on
Form 10-K for the years ended December 31, 1998 through 2000, its
Quarterly Reports on Form 10-Q for the periods ended March 31, 2001,
June 30, 2001 and September 30, 2001, and its Reports on Form 8-K for the
three years ended December 16, 2001;

- reviewed Ticketmaster's Annual Reports to Stockholders and Annual Reports
on Form 10-K for the years ended December 31, 1998 through 2000, its
Quarterly Reports on Form 10-Q for the periods ended March 31, 2001,

June 30, 2001 and September 30, 2001, its Reports on Form 8-K for the
three years ended December 16, 2001, and the Information Statement
relating to the combination of Ticketmaster Corporation and Ticketmaster
Online-Citysearch, Inc. (the predecessor to Ticketmaster) on January 31,
2001;
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- reviewed Hotel Reservations Network, Inc.'s Annual Report to Stockholders
and Annual Report on Form 10-K for the year ended December 31, 2000, its
Quarterly Reports on Form 10-Q for the periods ended March 31, 2001,

June 30, 2001 and September 30, 2001, its Reports on Form 8-K for the
period from March 2, 2000 to December 16, 2001, and Registration Statement
on Form S-1 relating to Hotel Reservations Network, Inc.'s initial public
offering completed on March 1, 2000;

- reviewed Styleclick, Inc.'s Annual Report to Stockholders and Annual
Report on Form 10-K for the year ended December 31, 2000, its Quarterly
Reports on Form 10-Q for the periods ended March 31, 2001, June 30, 2001
and September 30, 2001, its Reports on Form 8-K for the period from
August 11, 2000 to December 16, 2001, the Registration Statement on
Form S-4 relating to the acquisition of a controlling interest in
Styleclick, Inc. by USA on June 27, 2001 and the
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Amended and Restated Agreement and Plan of Merger, dated as of March 23,
2000, by and among Styleclick.com Inc., Internet Shopping Network LLC, and
USANi Sub LLC;

- reviewed Expedia, Inc.'s Annual Reports to Stockholders and Annual Reports
on Form 10-K for the fiscal years ended June 30, 1999 through 2000 and the
Amended and Restated Agreement and Plan of Recapitalization and Merger,
dated as of July 15, 2001, among USA, Expedia, Inc., Taipei, Inc.,
Microsoft Corporation and Microsoft E-Holdings, Inc., and the Registration
Statement on Form S-4 relating to the transactions contemplated by the
Expedia Merger Agreement;

- reviewed Vivendi's Annual Reports to Stockholders for the years ended
December 31, 1998 through 2000, Annual Report on Form 20-F for the year
ended December 31, 2000, Reports on Form 6-K filed on or prior to
December 16, 2001 and Registration Statement on Form F-4 relating to the
combination of Vivendi, Canal Plus S.A. and The Seagram Company Ltd. on
December 8, 2000;

- reviewed certain operating and financial information provided by
management of USA, including (1) management's forecast for the year ended
December 31, 2001, projections for the two years ending December 31, 2003
and management's guidance for the calendar years ending 2004 through 2006
relating to USA Network, the SCI FI Channel and HSN's U.S. and German
operations, (2) management's forecast for the year ended December 31,
2001, projections for the three years ending December 31, 2004 and
guidance from management for calendar year 2005 and thereafter relating to
Studios USA, (3) management's forecast for the year ended December 31,
2001, management's budget for the year ended December 31, 2002 and
management's financial summary of each film over its projected life, which
we refer to as "Ultimates," as of December 4, 2001 relating to USA Films,
(4) management's forecast for the year ended December 31, 2001,
management's business plan for the four years ending December 31, 2005
relating to the Newsworld International and Trio cable networks and
management's guidance for December 31, 2005 Newsworld International
subscribers and December 31, 2006 Trio subscribers, and (5) management's
forecast for the year ended December 31, 2001 and projections for the two
years ending December 31, 2003 relating to Ticketmaster, Expedia, Hotel
Reservations Network, and Precision Response Corporation (which, including
HSN, make up the "USA Interactive Group");

- reviewed certain operating and financial information provided by
management of Vivendi, including management's forecast for the year ended
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December 31, 2001 and projections for the three years ending December 31,
2004 provided by management of Vivendi relating to the businesses and
prospects of the Universal Entertainment Group;

- met with certain members of USA's senior management to discuss the
expected effects of the separation of the USA Entertainment Group and the
USA Interactive Group;

- met with certain members of USA's and Vivendi's senior management to
discuss the businesses, operations, historical and projected financial
results and future prospects of the USA Entertainment Group and the USA
Interactive Group and the Universal Entertainment Group, respectively;

- reviewed the historical prices, trading multiples and trading volumes of
the shares of common stock of USA, Ticketmaster, Hotel Reservations
Network, Styleclick and Expedia;

- reviewed publicly available financial data, stock market performance data
and trading multiples of companies that Bear Stearns deemed generally
comparable to USA's constituent businesses and the Universal Entertainment
Group;

- reviewed various Wall Street research reports for USA, its constituent
businesses and Universal;

- performed discounted cash flow analyses based on the projections for
certain USA businesses and the Universal Entertainment Group that were
furnished to Bear Stearns;
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- reviewed the pro forma financial results, financial condition and
capitalization of USA and the VUE Joint Venture giving effect to the
transactions;

- reviewed the terms and conditions of (1) the Class A preferred interest
and the Class B preferred interest in the VUE Joint Venture and (2) the
warrants to be issued to Universal in connection with the transactions;
and

— conducted such other studies, analyses, inquiries and investigations as
Bear Stearns deemed appropriate.

Bear Stearns relied upon and assumed, without independent verification, the
accuracy and completeness of the financial and other information, including
without limitation the projections provided to Bear Stearns by USA and Vivendi.
With respect to the projected financial results of the USA Entertainment Group,
the USA Interactive Group, and the Universal Entertainment Group, Bear Stearns
has assumed that they have been reasonably prepared on bases reflecting the best
currently available estimates and judgments of the respective senior management
teams of USA and Vivendi as to the expected future performance of the USA
Entertainment Group and the USA Interactive Group and the Universal
Entertainment Group, respectively. Bear Stearns has not assumed any
responsibility for the independent verification of any such information or of
the projections provided to Bear Stearns, and Bear Stearns has further relied
upon the assurances of the senior management of USA and Vivendi that they are
unaware of any facts that would make the information and projections provided to
Bear Stearns incomplete or misleading.

In arriving at its opinion, Bear Stearns has not performed or obtained any

independent appraisal of the assets or liabilities (contingent or otherwise) of
the USA Entertainment Group, the USA Interactive Group and the Universal
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Entertainment Group, nor has Bear Stearns been furnished with any such
appraisals. Bear Stearns has relied, with the consent of the special committee,
on the statements made by Vivendi indicating that it would not consent to any
proposed transaction involving a sale of USA or the USA Entertainment Group to a
third party, and Bear Stearns was not requested to solicit, and Bear Stearns did
not solicit, interest from any third party with respect to an acquisition of USA
or the USA Entertainment Group. Bear Stearns has assumed, without independent
verification, that for U.S. federal income tax purposes, any gain realized by
USA, USANi LLC, or the VUE Joint Venture upon consummation of the transactions
will be tax deferred, and in particular no gain or loss will be recognized by
USA, USANi LLC or the VUE Joint Venture as a result of (1) the distribution of
the USANi Distributed Interests (as defined in the Transaction Agreement) by

USANi LLC to Universal, (2) the issuance to Universal of equity warrants to
acquire USA common stock, (3) the cancellation of the LLC shares (including the
shares received from Liberty) held by Universal, (4) the contribution of the USA

Entertainment Group to the VUE Joint Venture, (5) USA's receipt of the Class A
preferred interest, the Class B preferred interest and the common interests of
the VUE Joint Venture, and (6) the receipt by USA of approximately

$1.62 billion of cash as a distribution from the VUE Joint Venture, other than
the potential recognition of an insignificant amount of income or gain pursuant
to Section 751 of the Internal Revenue Code of 1986, as amended. Bear Stearns
has assumed that the transactions will be consummated in a timely manner and in
accordance with the terms of the transaction agreements without any limitations,
restrictions, conditions, amendments or modifications, regulatory or otherwise,
that collectively would have a material effect on the USA Entertainment Group,
the USA Interactive Group, the Universal Entertainment Group or the VUE Joint
Venture. Bear Stearns has been informed by USA and has assumed, without
independent verification, that, following the transactions, USA will not be
deemed to be an "investment company" within the meaning of the Investment
Company Act of 1940, as amended.
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Bear Stearns does not express any opinion as to the price or range of prices
at which the shares of USA common stock may trade subsequent to the announcement
of the transactions or as to the price or range of prices at which the shares of
USA common stock may trade subsequent to the completion of the transactions.

Bear Stearns' opinion does not constitute a recommendation to the special
committee, the board of directors of USA or any stockholder of USA as to how to
vote in connection with the transactions. Bear Stearns' opinion does not address
USA's underlying business decision to pursue the transactions, the relative
merits of the transactions as compared to any alternative business strategies
that might exist for USA or the effects of any other transaction in which USA
might engage. In addition, Bear Stearns' opinion does not address the fairness,
from a financial point of view, of the consideration that may be received by
Vivendi, Mr. Diller, Liberty or their respective affiliates in the transactions
or the relative value of that consideration as compared to the consideration to
be received by USA in the transactions. Bear Stearns' opinion is subject to the
assumptions and conditions contained therein and is necessarily based on
economic, market and other conditions, and the information made available to
Bear Stearns, as of the date of its opinion. Bear Stearns assumes no
responsibility for updating or revising its opinion based on circumstances or
events occurring after the date thereof.

The following is a summary of the financial analyses used by Bear Stearns in
connection with providing its oral opinion to the special committee on
December 16, 2001 and its written opinion to the special committee which is
attached to this proxy statement as Appendix G.

The following summaries of financial analyses include information
presentation in tabular format. You should read these tables together with the
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text of each summary.
VALUATION OF THE USA ENTERTAINMENT GROUP

Bear Stearns valued the USA Entertainment Group, which consists of USA
Network, the SCI FI Channel and the "Emerging Networks" (the Trio and Newsworld
International cable networks), and USA's TV/film production businesses,
including USA Films and Studios USA.

A summary of the financial analyses used by Bear Stearns in connection with
determining the value of each segment of the USA Entertainment Group is provided
below. Bear Stearns noted that USA would be unable to sell the USA Entertainment
Group to a third party without the consent of Vivendi. Vivendi, through its
financial advisor, communicated to Bear Stearns its unwillingness to consent to
such a transaction. Therefore, the analyses of selected transactions were
provided for informational purposes only.

USA NETWORK

DISCOUNTED CASH FLOW ANALYSIS FOR USA NETWORK. Bear Stearns performed a
discounted cash flow analysis of USA Network as of December 31, 2001 to estimate
the present value of the future unleveraged, after-tax, free cash flows that USA
Network could generate. The analysis was based on financial projections for the
two years ending December 31, 2003 provided by management of USA and
management's guidance for the calendar years ending 2004 through 2006.

Using a range of discount rates of 10.5% to 11.5% reflecting Bear Stearns'
estimate of the network's weighted average after-tax cost of capital and a range
of perpetual growth rates of 5.5% to 6.5%, Bear Stearns calculated the present
value of the projected free cash flows for each of the 2002-2006 fiscal years
and the present value of the terminal value of USA Network at the end of fiscal
year 2006. The discounted cash flow analysis implied a valuation range of $5.3
to $6.3 billion (before adjusting for the assumption of $138 million of
promotional obligations).

ANALYST VALUATIONS OF USA NETWORK. Bear Stearns reviewed and compared
certain financial information and ratios for USA Network based on
sum-of-the-parts valuations of USA found in the
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most recent available research reports of selected investment banks, as of the
respective dates indicated below.

12/31/01 TARGET

12/31/01 PRICE AS OF VALUATION
INVESTMENT BANK REPORT DATE TARGET PRICE 12/10/01 (1) ($ IN BILLIONS)
Morgan Stanley 10/25/01 $25.43 $23.95 $5.7
A.G. Edwards 10/25/01 $25.25 $23.95 $7.9
UBS Warburg 12/6/01 $29.00 $23.95 $6.6

(1) Most recent unaffected closing price.

Bear Stearns noted that the valuation range for USA Network implied by the
discounted cash flow analysis was generally consistent with the target values
ascribed to USA Network by the above analyst reports. Bear Stearns also noted
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that the December 31, 2001 target values set forth in the analyst reports are
related to target stock prices for USA common stock that exceeded the market
value of USA common stock at the time of Bear Stearns' analysis.

COMPARISON TO GENERALLY COMPARABLE CABLE NETWORKS. Using publicly available
information and analyst research reports, Bear Stearns reviewed and compared
certain financial information, ratios and percentages for USA Network with
corresponding financial information, ratios and percentages for the following
generally comparable cable networks: (1) Turner Network Television (owned by AOL
Time Warner), (2) TBS Superstation (owned by AOL Time Warner), (3) The National
Network (owned by Viacom), (4) Lifetime Television (owned by The Walt Disney
Company ("Disney") and Hearst) and (5) A&E Television Networks (owned by Disney,
Hearst and NBC) .

For each of the selected networks, Bear Stearns reviewed certain publicly
available financial and operating data, valuation statistics, financial ratios,
and research reports and calculated ratios and multiples based on such
information. Bear Stearns compared Enterprise Values, as defined below, based on
sum-of-the-parts valuations by Wall Street analysts, of the selected networks
and USA Network as multiples of their respective estimated calendar year 2002
EBITDA and as multiples of estimated year-end 2001 total subscribers.

The results of such analysis are summarized below:

ENTERPRISE VALUE/

2001E YEAR-END

2002E EBITDA SUBSCRIBERS
Range of Generally Comparable Cable Networks................ 12.5x-18.9x% $30.11-$70.70
Mean of Generally Comparable Cable Networks................. 15.8x% $52.46
Median of Generally Comparable Cable Networks............... 15.9x% $52.92
Multiples Implied by DCF Valuation Range of USA
JN N o < 13.3x-15.8x% $62.13-$73.96

(1) Before the impact of promotional obligations.

Bear Stearns noted that the multiples of estimated 2002 EBITDA and of
estimated 2001 year-end subscribers implied by its discounted cash flow analysis
for USA Network were generally consistent with the multiples observed for the
generally comparable cable networks.

ANALYSIS OF SELECTED TRANSACTIONS. Using publicly available information,
Bear Stearns reviewed and analyzed the purchase prices and transaction multiples
implied by the purchase prices proposed to be
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paid, at the time of the announcement, in the following two selected merger and

acquisition transactions, which we refer to as the "USA Network Selected
Transactions":

ACQUIROR TARGET DATE ANNOUNCED
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= 0 102 Fox Family Worldwide July 2001
V2 = K 1) ¢ BET Network November 2000

Bear Stearns compared the value of the equity, plus debt, preferred stock
and minority interest, less cash, cash equivalents and other non-operating
assets, which we refer to as the "Enterprise Values," proposed to be paid at the
time of announcement in each of the selected transactions and the transactions
as multiples of latest 12 months EBITDA and as multiples of total subscribers.
Bear Stearns reviewed analyst reports and adjusted the acquisition multiples to
reflect the value and EBITDA of the Fox Family Channel and BET cable network
assets exclusively. Bear Stearns also reviewed certain operating and financial
data of the target cable network assets relative to those of USA Network. All
multiples and data for the USA Network Selected Transactions were based on
financial information and Wall Street research available at the time of the
announcement of the relevant transaction and data for the latest 12 months
preceding the date of announcement. The results of such analysis are summarized
below:

ENTERPRISE VALUE/

LTM EBITDA SUBSCRIBERS
Disney/Fox Family Transaction........eee e eeneeneennnennn. 34.7x $51.85
Viacom/BET Network Transachion......uueeeeeeeeeeeneeeneennens 21.1x $43.35
Bear Stearns Range for USA Network (1) .....eeeiieeeeeeeennnnnn 12.0x-14.3x $62.13-573.96

(1) Before the impact of promotional obligations.

Bear Stearns noted that the multiples of latest 12 months EBITDA implied by
the discounted cash flow analysis of USA Network were generally below those
observed for the USA Network Selected Transactions and attributed this
differential to two factors: (1) the ratio of latest 12 months EBITDA divided by
latest 12 months revenue, which we refer to as the "LTM EBITDA Margin," was
lower for both Fox Family Worldwide (39.1%) and BET Network (47.6%) than for USA
Network (52.1%) and (2) the ratio of latest 12 months revenue per month divided
by total subscribers was significantly lower for both Fox Family Worldwide
($0.40) and BET Network ($0.28) than for USA Network ($0.85). Bear Stearns noted
that the per subscriber multiples implied by the discounted cash flow analysis
of USA Network were above those observed for the USA Network Selected
Transactions.

SCI FI CHANNEL

DISCOUNTED CASH FLOW ANALYSIS FOR THE SCI FI CHANNEL. Bear Stearns
performed a discounted cash flow analysis of the SCI FI Channel as of
December 31, 2001 to estimate the present value of the future unleveraged,
after-tax, free cash flows that the SCI FI Channel could generate. The analysis
was based on financial projections for the two years ending December 31, 2003
and management's guidance for the calendar years ending 2004 through 2006, each
as provided by management of USA.

Using a range of discount rates of 11% to 12% reflecting Bear Stearns'
estimate of the SCI FI Channel's weighted average after-tax cost of capital and
a range of perpetual growth rates of 7.0% to 8.0%, Bear Stearns calculated the
present value of the projected free cash flows for each of the 2002-2006 fiscal
years and the present value of the terminal value of the SCI FI Channel at the
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end of fiscal year 2006. The discounted cash flow analysis implied a valuation
range of $2.0 to $2.8 billion.
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ANALYST VALUATIONS OF THE SCI FI CHANNEL. Bear Stearns reviewed and
compared certain financial information and ratios for the SCI FI Channel based
on sum-of-the-parts valuations of USA found in the most recent available
research reports of selected investment banks, as of the respective dates
indicated below.

12/31/01 TARGET

12/31/01 PRICE AS OF VALUATION
INVESTMENT BANK REPORT DATE TARGET PRICE 12/10/01 (1) ($ IN BILLIONS)
Morgan Stanley 10/25/01 $25.43 $23.95 $2.4
A.G. Edwards 10/25/01 $25.25 $23.95 $3.2
Bear Stearns 11/26/01 $26.00 $23.95 $2.5
UBS Warburg 12/6/01 $29.00 $23.95 $2.6

(1) Most recent unaffected closing price.

Bear Stearns noted that the valuation range for the SCI FI Channel implied
by the discounted cash flow analysis was generally consistent with the target
values ascribed to the SCI FI Channel by the above analyst reports. Bear Stearns
also noted that the December 31, 2001 target values set forth in the analyst
reports are related to target stock prices for USA common stock that exceeded
the market value of USA common stock at the time of Bear Stearns' analysis.

COMPARISON TO GENERALLY COMPARABLE CABLE NETWORKS. Using publicly available
information and analyst research reports, Bear Stearns reviewed and compared
certain financial information, ratios and percentages for the SCI FI Channel
with corresponding financial information, ratios and percentages for the
following generally comparable cable networks: (1) The Discovery Channel (owned
by Liberty, Cox Communications and others), (2) The Learning Channel (owned by
Liberty, Cox Communications and others), (3) Comedy Central (owned by AOL Time
Warner and Viacom), (4) American Movie Classics (owned by Rainbow Media Group),
(5) Animal Planet (owned by Liberty, Cox Communications and others), (6) Home &
Garden Television (owned by E.W. Scripps) and (7) The History Channel (owned by
Disney, Hearst and NBC).

For each of the selected networks, Bear Stearns reviewed certain publicly
available financial and operating data, valuation statistics, financial ratios,
and research reports and calculated ratios and multiples based on such
information. Bear Stearns compared Enterprise Values, based on sum-of-the-parts
valuations by Wall Street analysts, of the selected networks and the SCI FI
Channel as multiples of their respective estimated calendar year 2002 EBITDA and
as multiples of estimated 2001 year-end subscribers.

The results of such analysis are summarized below:

ENTERPRISE VALUE/

2001E YEAR-END
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2002E

Range of Generally Comparable Cable Networks................ 11.5x

Mean of Generally Comparable Cable Networks................. 16

Median of Generally Comparable Cable Networks............... 15
Multiples Implied by Bear Stearns' Range for the SCI FI

Channel ..ttt ettt ettt e i i e 16.7x

Bear Stearns noted that the multiples of estimated 2002 EBITDA
estimated 2001 year—-end subscribers implied by the discounted cash
for the SCI FI Channel were generally consistent with the multiples
the generally comparable networks.

ANALYSIS OF SELECTED TRANSACTIONS. Using publicly available in
Bear Stearns reviewed and analyzed the purchase prices and transact
implied by the purchase prices proposed to be
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paid, at the time of the announcement, in the following two selecte

acquisition transactions, which we refer to as the "SCI FI Channel
Transactions":

EBITDA SUBSCRIBERS

-22.9x $12.

.5x
.2x

-22.9x $26.

and of
flow analysis
observed for

formation,

ion multiples

d merger and
Selected

46-562.46
$28.95
$23.45

67-536.67

ACQUIROR TARGET DATE ANNOUNCED
ViacCom. oo v ittt et e e et et eeen BET Network November 2000
MGM. ottt ittt et 20% investment in Rainbow February 2001

Media Group (owner of
American Movie Classics and
Bravo Cable Networks)

Bear Stearns compared Enterprise Values, proposed to be paid at
announcement, in each of the selected transactions and the transact
multiples of latest 12 months EBITDA and as multiples of total subs

the time of
ions as
cribers. Bear

Stearns also reviewed analyst reports and adjusted the acquisition multiples to

reflect the value and EBITDA of the BET, American Movie Classics an
network assets exclusively. Bear Stearns also reviewed certain oper
financial data of the targets relative to those of the SCI FI Chann
multiples and data for the SCI FI Channel Selected Transactions wer

d Bravo cable
ating and

el. A1l

e based on

financial information and Wall Street research available at the time of the

announcement of the relevant transaction and data for the latest 12
preceding the date of announcement. The results of such analysis ar
below:

months
e summarized

ENTERPRISE VALUE/

Viacom/BET Network Transaction......uueeeeeeeneeeneeeneeenens
MGM/American Movie Classics and Bravo (Rainbow)

TransSacCtion . v it it et e e et e e e e e e e e e
Bear Stearns' Range for the SCI FI Channel...........ccvvu... 19

21.1x

32.7x
.2x — 26.4x%

$43.

$26.
$26.67 -
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Bear Stearns noted that the multiples of latest 12 months EBITDA and
subscribers implied by the discounted cash flow analysis of the SCI FI Channel
were generally consistent with those observed for the SCI FI Channel Selected
Transactions.

STUDIOS USA & USA FILMS

DISCOUNTED CASH FLOW ANALYSIS FOR STUDIOS USA AND USA FILMS. Bear Stearns
performed a discounted cash flow analysis of Studios USA to estimate the present
value of the future unleveraged, after-tax, free cash flows generated by each of
its major programs, based on financial projections for the three years ending
December 31, 2004 and guidance from management for calendar year 2005 and
thereafter, each as provided by management of USA. The cash flow impact
(outflows and inflows) related to future, unidentified programs was not
incorporated in this analysis.

Bear Stearns calculated a range of discount rates of 8.0% to 16.0%
reflecting Bear Stearns' estimate of the weighted average after-tax cost of
capital for the cash flows generated by the various programs produced by Studios
USA. For programs which have been on the air for at least two seasons, Bear
Stearns utilized discount rates at the lower end of this range. Bear Stearns
calculated the present value as of December 31, 2001 of the projected free cash
flows for the major programs, along with the present value of the terminal value
for those programs that were projected to have cash flow in the long-term. The
discounted cash flow analysis implied a valuation range of $0.8 to
$1.0 billion.

For USA Films, Bear Stearns reviewed management of USA's 2001 forecast and
2002 budget, along with management of USA's Ultimates as of December 4, 2001.
Bear Stearns noted that management projections showed substantial negative
EBITDA and free cash flow in 2002 for the USA Films segment. Based on the
foregoing, Bear Stearns did not assign any value to the USA Films business.
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ANALYST VALUATIONS OF STUDIOS USA AND USA FILMS. Bear Stearns reviewed and
compared certain financial information and ratios for Studios USA and USA Films
based on sum-of-the parts valuations of USA found in the most recent available
research reports of selected investment banks, as of the respective dates
indicated below.

12/31/01 TARGET VALUATION

12/31/01 PRICE AS OF  ————————————————————————

INVESTMENT BANK REPORT DATE  TARGET PRICE  12/10/01(1) STUDIOS USA USA FILMS
Morgan Stanley 10/25/01 $25.43 $23.95 $0.4 $0.5
A.G. Edwards 10/25/01 $25.25 $23.95 $0.8 $0.0
UBS Warburg 12/6/01 $29.00 $23.95 $0.8 $1.2

(1) Most recent unaffected closing price.

Bear Stearns noted that its valuation range for Studios USA and USA Films,
combined, of $0.8 to $1.0 billion was generally consistent with the combined
valuation ascribed to Studios USA and USA Films by Wall Street research. Bear
Stearns also noted that the December 31, 2001 target values set forth in the
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analyst reports are related to target stock prices for USA common stock that
exceeded the market value of USA common stock at the time of Bear Stearns'
analysis.

COMPARISON TO GENERALLY COMPARABLE TELEVISION AND FILM STUDIOS. Using Wall
Street research, Bear Stearns reviewed and compared certain financial
information and ratios for Studios USA with corresponding financial information
and ratios for generally comparable television and film studios of the following
diversified media companies: MGM, Viacom, Sony, Fox, AOL, Disney and Vivendi.

For each of the selected companies, Bear Stearns reviewed certain valuation
statistics, financial ratios and research reports for calendar years 2001 and
2002. Bear Stearns compared the projected 2001 year—-end Enterprise Values that
Wall Street research analysts ascribed to the television and/or film studio
segments of the selected companies as multiples of their respective calendar
year 2001 and 2002 EBITDA. Bear Stearns then compared these multiples to the
comparable multiples for Studios USA implied by the discounted cash flow
analysis.

The results of such analysis are summarized below:

ENTERPRISE VALUE (1) /

2001E EBITDA 200
LOW HIGH LOW

Range of Generally Comparable Television Studios(2)...... 13.1x 15.3x 8.6x
Range of Generally Comparable Combined Film and TV

[ 2 o T B X 1T (1 35 14.7x 20.4x 12.5x%
Range of Generally Comparable Film Studios(4)............ 11.7x 20.3x 15.5x%
Multiples Implied by Bear Stearns' Range for the Studios

US A e i ettt ettt et ettt eeee et eeeeeeaeaeeeeeeeeeeaeeean 11.4x% 13.2x% 10.0x

(1) Source: Wall Street research for generally comparable studios and discounted
cash flow analysis for Studios USA.

(2) Includes MGM and Viacom (Spelling and King World) .
(3) Includes Sony, Fox, and Warner Filmed Entertainment.
(4) Includes MGM, Disney, Paramount and Universal.

Bear Stearns noted that the 2001 and 2002 EBITDA multiples implied by the
discounted cash flow analysis for Studios USA were generally consistent with
those observed for generally comparable film and television studios.
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EMERGING NETWORKS

DISCOUNTED CASH FLOW ANALYSIS FOR THE EMERGING NETWORKS. Bear Stearns
performed a discounted cash flow analysis of Newsworld International and Trio as
of December 31, 2001 to estimate the present value of the future unleveraged,

after-tax, free cash flows that Newsworld International and Trio could generate.
The analysis was based on management of USA's business plan for 2002 through
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2005 relating to Newsworld International and Trio and management of USA's
guidance for 2005 Newsworld International subscribers and 2006 Trio subscribers.
Due to the fact that the Crime network has not yet launched, and therefore has
no current subscribers, Bear Stearns did not assign any value to that asset.

Using a range of discount rates of 30% to 40% reflecting Bear Stearns'
estimate of the weighted average after-tax cost of capital for both Newsworld
International and Trio, a range of terminal multiples of $15 to $20 per 2005
subscriber for Newsworld International and a range of terminal multiples of $15
to $25 per 2006 subscriber for Trio, Bear Stearns calculated the present value
of the projected free cash flows for the four years ending December 31,
2002-2005 and the present value of the terminal value of Newsworld International
and Trio at the end of fiscal years 2005 and 2006, respectively. The discounted
cash flow analysis implied a valuation range of $0.3 to $0.4 billion for the
Emerging Networks.

ANALYST VALUATIONS OF THE EMERGING NETWORKS. Bear Stearns reviewed and
compared certain financial information and ratios for the Emerging Networks
based on sum-of-the-parts valuations of USA found in the most recent available
research reports of selected investment banks, as of the respective dates
indicated below.

12/31/01 TARGET

12/31/01 PRICE AS OF VALUATION
INVESTMENT BANK REPORT DATE TARGET PRICE 12/10/01(1) ($ IN BILLIONS)
Morgan Stanley 10/25/01 $25.43 $23.95 $0.2
A.G. Edwards 10/25/01 $25.25 $23.95 $0.0
UBS Warburg 12/6/01 $29.00 $23.95 $0.5

(1) Most recent unaffected closing price.

Bear Stearns noted that the valuation range for the Emerging Networks
implied by the discounted cash flow analysis was generally consistent with the
target values ascribed to the Emerging Networks by the above analyst reports.
Bear Stearns also noted that the December 31, 2001 target values set forth in
the analyst reports are related to target stock prices for USA common stock that
exceeded the market value of USA common stock at the time of Bear Stearns'
analysis.

COMPARISON TO GENERALLY COMPARABLE CABLE NETWORKS. Using publicly available
information and analyst research reports, Bear Stearns reviewed and compared
certain financial information, ratios and percentages for the Emerging Networks
with corresponding financial information, ratios and percentages for the
following generally comparable cable networks: (1) Noggin (owned by Viacom and
others) and (2) Much Music (owned by Rainbow Media Group) .

For each of the selected networks, Bear Stearns reviewed certain publicly
available financial and operating data, valuation statistics, financial ratios,
and research reports and calculated ratios and multiples based on such
information. Bear Stearns compared Enterprise Values, based on sum-of-the-parts
valuations by Wall Street analysts, of the selected networks and the Emerging
Networks as multiples of estimated 2001 year—-end subscribers.

All multiples were based on the most recent publicly available information.
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The results of such analysis are summarized below:

ENTERPRISE VALUE/
2001E YEAR-END

SUBSCRIBERS
N e o N $21.66
MUCHh MUSIC . ittt ettt e e e et e e et e e et e e e e e e e $12.91
Bear Stearns' Multiple Range for the Emerging Networks...... $10.00 - $15.00

Bear Stearns noted that the multiples of estimated 2001 subscribers implied
by the discounted cash flow analysis for the Emerging Networks were generally
consistent with those observed for the generally comparable networks.

ANALYSIS OF SELECTED TRANSACTIONS. Using publicly available information,
Bear Stearns reviewed and analyzed the purchase prices and transaction multiples
implied by the purchase prices proposed to be paid, at the time of the
announcement, in the following selected merger and acquisition transactions,
which we refer to as the "Emerging Networks Selected Transactions":

ACQUIROR TARGET DATE ANNOUNCED
USA Networks Newsworld International May 2000

and Trio (original

acquisition)
Vulcan Ventures ZDTV (1) November 1999
Vulcan Ventures ZDTV (1) November 1998
The Discovery Channel Eye on People February 1999
The Discovery Channel The Travel Channel December 1998

(1) Vulcan Ventures acquired 33% of ZDTV in 1998 and an additional 64% in 1999.

Bear Stearns compared Enterprise Values, proposed to be paid at the time of
announcement, in each of the selected transactions and the transactions as
multiples of total subscribers. Bear Stearns reviewed analyst reports and
adjusted the acquisition multiples to reflect the values of the target cable
network assets exclusively. Bear Stearns also reviewed certain operating and
financial data of the targets relative to those of the Emerging Networks. All
multiples and data for the Emerging Networks Selected Transactions were based on
financial information and Wall Street research available at the time of the
announcement of the relevant transaction. The results of such analysis are
summarized below:

ENTERPRISE VALUE/
2001 YEAR-END
SUBSCRIBERS
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Range of Selected TransSacCLionsS.....c..iieeeeneeeeeeeeeennnnns $8.03 - $22.86
Mean of Selected Transactions........ .ot imiieeeeeennnnns $13.41
Median of Selected Transactions...... .t ieieeeeeeennnnns $9.09
Bear Stearns' Range for the Emerging Networks............... $10.00 - $15.00

Bear Stearns noted that the multiples of 2001 year-end subscribers implied
by the discounted cash flow valuation of the Emerging Networks were generally
consistent with those observed for the Emerging Networks Selected Transactions.

Bear Stearns noted that its analysis implied a valuation for the USA
Entertainment Group, in the aggregate, of $8.2 to $10.2 billion (after reducing
for the promotional obligations).
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VALUATION OF CONSIDERATION TO BE RECEIVED BY USA IN THE TRANSACTIONS
Bear Stearns performed an analysis of the consideration to be received by

USA in the transactions. The range of implied Enterprise Values based on this
analysis is set forth in the following table:

VALUE BASED ON
USA @ 12/10/01

($23.95)
($ IN BILLIONS) LOwW HIGH
USA Shares Received from Vivendi (1) ........... S 7.7 - S 7.7
L= = o 1.6 - 1.6
Class A preferred interest in the VUE Joint
DY o A B 0.3 - 0.3
Class B preferred interest in the VUE Joint
DY o A B 1.0 - 1.3
Common Interest in the VUE Joint Venture...... 0.5 - 0.8
$11.1 - $11.8

(1) Consists of LLC shares (which are currently exchangeable for USA common
shares) held by Universal.

Bear Stearns estimated the value of the equity warrants to be issued to
Universal in the transactions to be $0.6 to $0.8 billion, based on an estimated
USA common stock price range of $22 to $25 per share and an estimated volatility
of 35% to 45%. Bear Stearns noted that this wvaluation reflects a theoretical
value based on the Black Scholes model and that the public market may attribute
a lower volatility and therefore lower value to the warrants. Bear Stearns also
noted that the public market may not attribute significant value to the premium
associated with the out-of-the-money warrants, and the research community may
only begin to adjust valuation as the market price of USA common stock
approaches or exceeds the exercise prices of the warrants. Bear Stearns
estimated the present value of USA's deferred tax liability in connection with
the transactions to be $0.2 to $0.3 billion, based on an estimated after-tax
discount rate of 4.5% and tax basis of $3.5 billion. Bear Stearns noted that,
given the long-term tax deferral, the market may discount the present value of
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the tax liability significantly. Bear Stearns noted that after deducting the
theoretical value of the warrants and the theoretical present value of the
deferred tax liability, the net value of the consideration to be received by USA
in the transactions would be $9.7 to $10.9 billion.
VALUE OF USA COMMON STOCK RECEIVED FROM VIVENDIT

ANALYSIS 1. STOCK PRICE PERFORMANCE OF USA RELATIVE TO OTHER MEDIA

COMPANIES.
1/1/01-12/10/01 9/11/01-12/10/01
LOwW HIGH INCREASE/ (DECREASE) INCREASE/ (DECREASE)
USA . ittt e e et e e e et $16.55 $28.04 23.2% 3.8%
7 29.25 56.60 (10.9) (9.9)
DisSney..vueiieeinnennennn. 16.98 34.50 (25.3) (8.3)
ViaCOomM. v vt it et ittt ieeeeaee 29.55 59.29 (11.9) 9.3
Group IndeX....eeeeeeennnenns - - (13.6) (2.5)
S&P 500. ...ttt - -— (13.7) 4.3

Bear Stearns observed that since September 11, 2001, USA stock has not
performed in a manner inconsistent with that of other media companies.
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ANALYSIS 2. REVIEW OF WALL STREET ANALYST RATINGS AND PRICE TARGETS.

INVESTMENT BANK REPORT DATE 12-MONTH TARGET PRICE
UBS Warburg 12/6/01 $32.00
Prudential Financial 10/31/01 $26.00
Salomon Smith Barney 10/26/01 $25.00
A.G. Edwards 10/25/01 $27.00
Morgan Stanley 10/25/01 $28.00
Goldman Sachs 10/25/01 $21.00
Thomas Weisel Partners 10/25/01 $30.00
J.P. Morgan 10/25/01 $23.00
Bear Stearns 10/24/01 $27.00

Bear Stearns noted that analysts' 12-month price targets generally exceeded
USA common stock price of $23.95 as of December 10, 2001 and the 20-day average
price of USA common stock of $22.26.

ANALYSIS 3. SUM-OF-THE-PARTS VALUATION ANALYSIS.

Bear Stearns performed a sum-of-the-parts valuation of USA, summarized in
the table below, and noted that the stock price as of December 10, 2001 of
$23.95 as well as the 20-day average stock price of $22.26 fell within the
valuation range of USA implied by the sum-of-the-parts analysis. The
sum-of-the-parts valuation was calculated based upon a variety of analyses
conducted by Bear Stearns with respect to the USA Interactive Group, including
discounted cash flow analyses, review of analyst valuations, a review of the
stock trading performance of USA's publicly traded segments, a comparison to
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generally comparable companies and an analysis of selected transactions.

($ IN BILLIONS)

PUBLIC COM

PUBLIC COMPANIES @ 20-C
@ 12/10/01 CLOSE(1) AVERAGE PR
LOwW HIGH LOW
USA Entertainment GroUP......eeeeeeeeeennnn $ 8.2 - $ 10.2 $ 8.2 -
1 O 4.0 - 4.9 4.0 -
Ticketmaster. ...ttt e et e e 2.2 - 2.2 2.1 -
Hotel Reservations Network................ 2.0 - 2.0 1.9 -
4 1T e 2.3 - 2.3 2.1 -
PRC . i ittt ettt ettt e e e e 0.3 - 0.4 0.3 -
Corporate/ECS/Styleclick. ... (0.3) - (0.3) (0.3) -
ENTERPRISE VALUE . . it ittt ittt et eeeennenens $ 18.7 - $ 21.8 $ 18.2 -
EQUITY VALUE . & it ittt ettt ettt e s eanennennns $ 17.4 - $ 20.8 $ 17.1 -
EQUITY VALUE PER SHARE.....'etvrueenennnn. $20.91 - $24.66 $20.57 -
(1) December 10, 2001 Closing Prices: Ticketmaster = $16.53; Hotel Reservations

Network = $37.15; Expedia = $39.06.

(2) November 12, 2001 through December 10, 2001 20-day Average Prices:
Ticketmaster = $15.93; Hotel Reservations Network = $34.92; Expedia =
$35.29.

VALUATION OF CLASS A PREFERRED INTEREST IN THE VUE JOINT VENTURE

Bear Stearns calculated the present value of the Class A preferred interest
in the VUE Joint Venture by discounting the future value of $2.0 billion from
December 31, 2021 to December 31, 2001 at discount rates ranging from 9.00% to
9.85%. Bear Stearns estimated a value of approximately $0.3 billion.
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VALUATION OF CLASS B PREFERRED INTEREST IN THE VUE JOINT VENTURE

Bear Stearns estimated the intrinsic value of the Class B preferred interest
in the VUE Joint Venture by calculating the present value of the cash component
of interest and the intrinsic value of the call option based on an estimated
volatility range of 35% - 45% with a stock price range for USA common stock
between $22 and $25. Bear Stearns noted that the public market may consider the
Class B preferred interest in the VUE Joint Venture to be equivalent to a
reduction in outstanding USA common shares and that such characterization could
exceed the intrinsic value of the securities. Bear Stearns estimated the value
of the Class B preferred interest in the VUE Joint Venture to be $1.0 to
$1.3 billion.

VALUATION OF COMMON INTEREST IN THE VUE JOINT VENTURE
Bear Stearns analyzed the film and television businesses, which we refer to

as the "filmed entertainment" segment, theme park businesses, which we refer to
as the "recreation" segment, and retail businesses, which we refer to as the
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"retail" segment, of Universal, which collectively comprise the Universal
Entertainment Group to be contributed to the VUE Joint Venture by Vivendi. Bear
Stearns then calculated an implied value of USA's 5.44% common interest in the
VUE Joint Venture.

Bear Stearns performed a sum-of-the-parts analysis of the Universal
Entertainment Group by assessing the value of each of the principal business
segments, including unconsolidated businesses, and adjusting for minority
interests where appropriate.

— The Enterprise Value of the Filmed Entertainment segment was calculated
based upon discounted cash flow analysis, comparison to generally
comparable companies and selected precedent transactions.

— The Enterprise Value of the Recreation segment was calculated as follows:
for the owned theme park facilities, Enterprise Value was calculated based
upon comparison to generally comparable companies; for the managed theme
park facilities, Enterprise Value was calculated based upon discounted
cash flow analyses of the projected management fees; for the
unconsolidated equity interests in various theme park facilities,
Enterprise Value was calculated based on comparison to generally
comparable companies and was adjusted for net debt and for Universal's
ownership percentage in each entity.

— The value of the Retail segment was calculated based upon comparison to
generally comparable companies.

The results of this analysis are summarized as follows:

ESTIMATED
VALUE
($ IN BILLIONS)

Enterprise Value of the Universal Entertainment Group....... $ 4.2 - $ 7.3
Enterprise Value of the USA Entertainment Group............. 8.2 — 10.2
Enterprise Value of the VUE Joint Venture................... $12.4 - $17.5
Equity Value of the VUE Joint Venture(l)..........coeeiee... 9.9 - 15.1
Implied Value of USA's 5.44% common interest in the VUE

Joint Venture. .. ... i i e e e 0.5 - 0.8

(1) Reflects adjustment for estimated debt, estimated value of the Class A
preferred interest in the VUE Joint Venture and estimated value of cash
coupons related to Class B preferred interest in the VUE Joint Venture.
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Bear Stearns noted that its valuation range for USA's common interest in the
VUE Joint Venture is based on the fully distributed public market value. Since
the contractual procedure to determine the value of USA's common interest in the
VUE Joint Venture for purposes of a put or call of that interest under the
Partnership Agreement may exceed the fully distributed public market value, the
put and call provisions contained in the Partnership Agreement may result in
additional value to USA.

OTHER ANALYSES
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Bear Stearns conducted other analyses as it deemed appropriate, including
reviewing the historical stock performance and the historical and estimated
financial and operating data of USA and Vivendi. In addition, Bear Stearns
examined publicly available information relating to trends in the various
industries in which USA and its affiliates operate.

The preparation of a fairness opinion is a complex process and involves
various judgments and determinations as to the most appropriate and relevant
assumptions and financial analyses and the application of those methods to the
particular circumstances involved. Bear Stearns' opinion is therefore not
necessarily susceptible to partial analysis or summary description. In arriving
at its opinion, Bear Stearns made qualitative judgments as to the significance
and relevance of each analysis and factor considered by it and did not attribute
particular weight to any one analysis or factor. Bear Stearns did not form an
opinion as to whether any individual analysis or factor, positive or negative,
considered in isolation, supported or failed to support its opinion.
Accordingly, Bear Stearns believes that its analyses must be considered as a
whole and that selecting portions of its analyses and factors or of the summary
described above or focusing on information presented in tabular format, without
considering all analyses and factors or the narrative description of the
analyses, could create a misleading or incomplete view of the processes
underlying its analyses and opinion.

The analyses performed by Bear Stearns, particularly those based on
estimates, are not necessarily indicative of actual values or actual future
results, which may be significantly more or less favorable than those results
suggested by the analyses. In addition, analyses relating to the value of
businesses or securities do not purport to be appraisals or to reflect the
prices at which businesses or securities actually may be sold. Accordingly, Bear
Stearns' analyses are inherently subject to substantial uncertainty. The
analyses were prepared solely as part of Bear Stearns' analysis of whether the
consideration to be received by USA in the transactions is fair, from a
financial point of view, to the stockholders of USA other than Vivendi, Liberty,
Mr. Diller and their affiliates.

Bear Stearns' opinion and financial analyses were only one of many factors
considered by the special committee and the board of directors of USA in their
evaluation of the transactions, and should not be viewed as determinative of the
views of the special committee, the board of directors of USA or USA's
management with respect to their decision to recommend the transactions.

In the ordinary course of business, Bear Stearns and its affiliates may
actively trade debt and equity securities and bank debt of USA and/or any of its
affiliates, including Vivendi and its affiliates and Liberty and its affiliates,
and enter into derivative transactions with any of such parties, or with
reference to such parties' securities, for Bear Stearns' own account and for the
account of Bear Stearns' customers and, accordingly, may at any time hold a long
or short position in or in reference to such securities or bank debt.

Bear Stearns has acted as a financial advisor to the special committee of
the board of directors of USA in connection with the transactions and will
receive a customary fee for such services, one-half of which is contingent on
successful completion of the transactions. Bear Stearns has been previously
engaged by USA and its affiliates to provide investment banking and financial
advisory services for which Bear Stearns received customary fees. In addition,
Bear Stearns has acted as agent or principal in certain transactions to which
Vivendi is a counter-party, for which Bear Stearns has been compensated.
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Pursuant to a letter agreement dated as of December 5, 2001 entered into by
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USA and Bear Stearns, USA has agreed to pay Bear Stearns (1) a cash fee of
$1,500,000 upon the earlier of (a) notice by Bear Stearns to the special
committee that Bear Stearns is prepared to render an opinion (oral or written)
or (b) termination of discussions between the special committee and Vivendi
relating to the transactions (as determined in good faith by the special
committee and Bear Stearns) and (2) an additional cash fee of $1,500,000 upon
completion of the transactions.

USA has agreed to reimburse Bear Stearns for all out-of-pocket expenses
incurred by Bear Stearns, excluding fees and disbursements of counsel (other
than as provided in the indemnification provisions of the letter agreement), in
connection with matters contemplated by USA's engagement of Bear Stearns. USA
has agreed to indemnify Bear Stearns and related persons against liabilities in
connection with the engagement of Bear Stearns, including liabilities under the
federal securities laws.

OPINION OF USA'S FINANCIAL ADVISOR

At a meeting of the USA board of directors on December 16, 2001, Allen & Co.
delivered its oral opinion, subsequently confirmed in writing, to the effect
that, as of December 16, 2001, the consideration to be received by USA in the
transactions was fair, from a financial point of view, to USA.

The full text of the written opinion of Allen & Co., dated December 16,
2001, is attached as Appendix H to this proxy statement and describes the
assumptions made, matters considered, and limits on, the review undertaken. We
urge USA's stockholders to read the opinion in its entirety. Allen & Co.'s
opinion does not constitute a recommendation that USA pursue the transactions or
that any stockholder of USA vote to approve the transactions. The summary of the
opinion of Allen & Co. set forth in this proxy statement is qualified in its
entirety by reference to the full text of Allen & Co.'s opinion.

In arriving at its opinion, Allen & Co.:

- reviewed the terms and conditions of the transactions, including the draft
Transaction Agreement and drafts of the other agreements entered into in
connection with the Transaction Agreement (none of which had been executed

by the parties prior to the delivery of the opinion);

- analyzed various financial aspects of the transactions and the
consideration to be paid in respect of the transactions;

- reviewed and analyzed publicly available historical business and financial
information relating to USA and the Universal Entertainment Group as

presented in documents filed with the Securities and Exchange Commission;

- analyzed selected summary non-public financial and operating results of
USA and the Universal Entertainment Group;

- analyzed the financial condition and prospects of USA and the Universal
Entertainment Group;

- reviewed and analyzed public information, including various stock market
data and financial information relating to selected companies with
businesses similar to those of USA and the Universal Entertainment Group;

- reviewed the trading history of USA common stock;

- conferred with the management teams of each of USA and Vivendi;

- reviewed analysts' reports on each of USA and Vivendi;
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- reviewed and analyzed recent business combination transactions involving
businesses similar to those being contributed to the VUE Joint Venture by
USA and Vivendi;
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- analyzed the potential impact of the transactions on USA's capital
structure, financial condition and business operations; and

— conducted such other financial analyses and investigations as Allen & Co.
deemed necessary or appropriate for the purposes of its opinion.

In rendering its opinion, Allen & Co. relied upon and assumed, without
independent verification or investigation, the accuracy and completeness of all
of the financial and other information that USA, Vivendi and their respective
employees, representatives and affiliates provided to or discussed with Allen &
Co. With respect to forecasts relating to USA and Vivendi provided to or
discussed with Allen & Co. by the management of USA or Vivendi, Allen & Co.
assumed, at the direction of management, without independent verification or
investigation, that the forecasts were reasonably prepared on bases reflecting
the best available information, estimates and judgments of the management of USA
or Vivendi, as applicable, as to the future financial condition and operating
results of USA and Vivendi. Allen & Co. assumed, with USA's consent, that the
transactions would be consummated in all material respects in accordance with
their terms, without waiver, modification or amendment of any material term,
condition or agreement and that, in the course of obtaining the necessary
regulatory or third party consents and approvals for the transactions, if any,
no limitations, restrictions or conditions would be imposed that would have a
material adverse effect on USA, Vivendi or the contemplated benefits of the
transactions.

Allen & Co. did not make or obtain any independent evaluations or appraisals
of the assets or liabilities, contingent or otherwise, of USA or Vivendi.
Allen & Co. did not express any opinion as to the underlying valuation, future
performance or long-term viability of USA or Vivendi, the price at which USA's
common stock would trade after announcement or upon consummation of the
transactions, or the price at which Vivendi common shares would trade at any
time in the future. Allen & Co. expressed no view as to, and Allen & Co.'s
opinion does not address, the underlying business decision of USA to effect the
transactions, and Allen & Co. was not requested to consider the relative merits
of the transactions as compared to any alternative business strategies that
might exist for USA or the effect of any other transaction in which USA might
engage. Allen & Co.'s opinion was necessarily based on the information available
to Allen & Co. and general economic, financial and stock market conditions and
circumstances as they existed and could be evaluated by Allen & Co. as of the
date of its opinion. Although subsequent developments may affect its opinion,
Allen & Co. does not have any obligation to update, revise or reaffirm its
opinion. USA imposed no other limitations, and gave no other instructions, with
respect to the investigations made or the procedures followed by Allen & Co. in
rendering its opinion.

This summary is not a complete description of Allen & Co.'s opinion to the
USA board of directors or the financial analyses performed and factors
considered by Allen & Co. in connection with its opinion. The preparation of a
fairness opinion is a complex analytical process involving various
determinations as to the most appropriate and relevant methods of financial
analysis and the application of those methods to the particular circumstances
and, therefore, a fairness opinion is not readily susceptible to summary
description. Allen & Co. believes that its analyses and this summary must be
considered as a whole and that selecting portions of its analyses and factors or
focusing on information presented in tabular format, without considering all
analyses and factors or the narrative description of the analyses, could create
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a misleading or incomplete view of the processes underlying Allen & Co.'s
analyses and opinion.

In performing its analyses, Allen & Co. considered industry performance,
general business, economic, market and financial conditions and other matters
existing as of the date of its opinion, many of which are beyond the control of
USA. No company or business used in the analyses as a comparison is identical to
USA, and an evaluation of the results of those analyses 1is not entirely
mathematical. Rather, the analyses involve complex considerations and judgments
concerning financial
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and operating characteristics and other factors that could affect the
acquisition, public trading or other values of the companies or business
segments analyzed.

The estimates contained in Allen & Co.'s analysis and the ranges of
valuations resulting from any particular analysis are not necessarily indicative
of actual values or future results, which may be significantly more or less
favorable than those suggested by its analyses. In addition, analyses relating
to the value of businesses or securities do not necessarily purport to be
appraisals or to reflect the prices at which businesses or securities actually
may be sold. Accordingly, Allen & Co.'s analyses and estimates are inherently
subject to substantial uncertainty.

The type and amount of consideration payable in the transactions was
determined through negotiation among the parties to the transactions, and the
decision to enter into the transactions was solely that of the USA board of
directors. Allen & Co.'s opinion and financial analyses were only two of many
factors considered by the USA board of directors in its evaluation of the
transactions and should not be viewed as determinative of the views of the USA
board of directors or USA's management with respect to the transactions or the
consideration to be paid in connection with the transactions.

Allen & Co. did not separately value the Vivendi/Liberty transaction in
arriving at its opinion.

The following is a summary of the analyses made by Allen & Co. in connection
with the rendering of its fairness opinion:

VALUATION OF THE TRANSACTIONS
LLC SHARES

As part of the consideration to be received by USA and its subsidiaries in
the transactions and in exchange for the distribution of interests in certain
entities within the USA Entertainment Group, USANi LLC will cancel approximately
320.9 million LLC shares, which are currently exchangeable into approximately
320.9 million USA common shares, representing all of the LLC shares that will be
owned by Universal following its acquisition of LLC shares from Liberty.

Allen & Co. reviewed the twelve-month trading history of USA common stock for
the period from December 12, 2000 to December 13, 2001, and based on this review
and a range of valuation assumptions relating to USA's business segments,
determined that, for purposes of the transactions, the USA common stock has a
per share value which ranged from a low of $22.00, to a midpoint of $25.00, and
to a high of $28.00. In the aggregate, Allen & Co. valued the LLC shares to be
cancelled as part of the transactions at a range from $7.059 billion to

$8.021 billion to $8.984 billion.

OTHER CONSIDERATION
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In addition to valuing the LLC shares, Allen & Co. also reviewed the terms
of (1) the Class A and Class B preferred interests and the common interest in
the VUE Joint Venture, as well as the approximately $1.62 billion cash
distribution, to be received by a subsidiary of USA in the transactions, and
(2) the warrants to purchase USA common stock to be issued to Universal in
connection with the transactions. Allen & Co. valued the Class A and Class B
preferred interests in the VUE Joint Venture using a range of pre-tax discount
rates of 7% to 8% and also analyzed the theoretical values of the call option
component of the Class B preferred interest and the warrants based on a
Black-Scholes model using a range of values relating to the USA common stock
underlying those securities (I.E., $22.00, $25.00 and $28.00 per share of USA
common stock) (on an after-tax basis the preferred interests received by USA
would be valued significantly in excess of the values Allen & Co. used in this
analysis). Allen & Co. valued USA's common interest in the VUE Joint Venture by
utilizing discounted cash flow analyses, comparable transaction analyses,
comparable stock analyses and reviewing Wall Street analyst reports to determine
a valuation range relating to the USA Entertainment Group and
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the Universal Entertainment Group, each of which will be contributed to the VUE
Joint Venture. The table below summarizes the total consideration to be paid
pursuant to the transactions, which we refer to as the "Consideration":

VALUE OF THE CONSIDERATION TO BE RECEIVED BY U
(DOLLARS IN MILLIONS EXCEPT FOR PER SHARE AMOUN

CONSIDERATION LOW MID

USANi1 exchangeable

LLC shares cancelled........... $7,059 ($22.00 per share) $8,021 ($25.00 per share) $8,984
$1,619 cash. ..., $1,619 $1,619
Class A preferred interest in the

VUE Joint Venture.............. $427 $514
Class B preferred interest in the

VUE Joint Venture.............. $1,190 $1,274
Common interest in the VUE Joint

VentuUre . t v ettt ettt teeeeennnns $749 $867
Equity Warrants to purchase USA

common StoCK......ceeeeieennn.. ($488) ($610)
TOTAL CONSIDERATION........00no... $10,556 $11,685

In the aggregate, Allen & Co. valued the total consideration to be received
by USA in the transactions (including the warrants to be issued by USA to
Universal) in a range from $10.556 billion, which we refer to as the "Low Point
Valuation," to $11.685 billion, which we refer to as the "Midpoint Valuation,"
to $12.767 billion, which we refer to as the "High Point Valuation."

IMPACT ON USA'S OWNERSHIP AND VOTING STRUCTURES

Allen & Co. also analyzed the impact of the transactions on USA's ownership
and voting structures and determined that, if consummated, the transactions will
reduce USA's stock capitalization by approximately 40%. At the time Allen & Co.
issued its opinion, USA's unaffiliated common stockholders (excluding any new
stockholders who may become stockholders as a result of the completion of the
Expedia transaction) owned 33.3% of USA's capital stock. If the transactions are
completed, those stockholders will own 55.5% of USA's capital stock,
representing an increase of approximately 67%.
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At the time Allen & Co. issued its opinion, USA's unaffiliated common
stockholders (excluding any new stockholders who may become stockholders as a
result of the consummation of the Expedia transaction) held 10% of USA's voting
power. If the transactions are consummated, those stockholders will hold 25.5%
of USA's voting power, representing an increase of approximately 155%.

VALUE MULTIPLES OF THE TRANSACTIONS

Allen & Co. analyzed the range of Consideration as a multiple of projected
calendar year 2001 and projected calendar year 2002 EBITDA, of the businesses to
be contributed to the VUE Joint Venture in the transactions, which we refer to
as the "EBITDA Multiple," and per number of cable television subscribers of the
businesses to be contributed to the VUE Joint Venture pursuant to the
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transactions, which we refer to as the "Per Subscriber Value." The following
table presents the results of this analysis:

CONSIDERATION
(DOLLARS IN MILLIONS EXCEPT FOR PER SUBSCRIBER

LOW MID
$10,556 $11, 685
2001 EBITDA Multiple(l) ...t iineeeeenennnn 17.6x 19.5x
2002 EBITDA Multiple(l) ...t iineeeeenennnn 17.7x 19.5x%
2001 Per Subscriber Value (2) «uu et ennennn $ 59.91 S 66.99
2002 Per Subscriber Value (2) «vu et nennennn S 58.09 S 64.96

(1) EBITDA excludes losses for the Emerging Networks and USA Films.
(2) Assumes $1 billion of consideration allocated to Studios USA and USA Films.
45
COMPARABLE TRANSACTION ANALYSIS

Allen & Co. screened hundreds of transactions to find business combinations
similar to the transactions. Allen & Co. limited its analysis to transactions
involving companies for which financial and valuation data is publicly
disclosed. Allen & Co. analyzed the EBITDA Multiples and Per Subscriber Values
of 27 recent comparable transactions, which we refer to as the "Comparable
Transactions." In the Comparable Transactions, the EBITDA Multiples at the time
of the applicable transaction ranged from 8.7x to 38.3x with a mean of 20.5x and
a median of 16.1x, and the Per Subscriber Value ranged from $1.43 to $127.80
with a mean of $27.18 and a median of $18.00. Allen & Co. noted that, based on
the Midpoint Valuation, the EBITDA Multiple in the transactions is within the
range of the Comparable Transactions, and the Per Subscriber Values in the
transactions is toward the high end of the range of the Comparable Transactions.

SELECTED NETWORK TELEVISION TRANSACTIONS

Allen & Co. also noted that four recent Comparable Transactions appear to
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have higher EBITDA Multiples than the transactions. Those four transactions,

which we refer to as the "four recent Comparable Transactions," are:

ACQUIROR SELLER NETWORK EBITDA MULTIPLE

NBC Telemundo Telemundo 38.3x Oc
Disney News Corp./Saban Ent. Fox Family Worldwide 34.7x

MGM Rainbow AMC, Bravo, IFC, WE 27.5x Fe
Viacom BET Holdings BET 25.9x No

In assessing the significance of the EBITDA multiples reflected by the four
recent Comparable Transactions, Allen & Co. noted that each of the four recent
Comparable Transactions involved the acquisition of businesses that, unlike the
USA Entertainment Group, were expected to generate rapid growth and/or
significant synergies in the years immediately following their acquisition.
Allen & Co. therefore calculated the implied EBITDA Multiples for the four
recent Comparable Transactions based on the EBITDA then anticipated to be
generated by the businesses purchased for each of the four years following the
completion of the Comparable Transactions (I.E., the EBITDA Multiples reflected
by the four recent Comparable Transactions after the accelerated growth and/or
synergies anticipated in connection with those transactions would be realized
and the businesses would have achieved a more mature level of growth). That
analysis indicated that the EBITDA Multiple to be paid in connection with the
formation of the VUE Joint Venture is within the range of the four recent
Comparable Transaction EBITDA Multiples after consideration of the adjustments
described in the preceding sentence.

The following table indicates the EBITDA Multiple received in each of the
four recent Comparable Transactions by year, where Year 1 is the year in which
the relevant transaction occurred. In the cases of NBC's acquisition of
Telemundo and Disney's acquisition of Fox Family Worldwide, the EBITDA Multiples
reflect EBITDA before and after synergies then anticipated to be realized from
those transactions. In the case of Viacom's acquisition of BET, the Year 1
EBITDA Multiple is presented before and after adjustments appropriate to reflect
the transition from private to public ownership of BET. The table also presents
the EBITDA Multiples reflected by the contribution of the
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USA Cable network properties to the VUE Joint Venture based on USA Cable's
expected EBITDA in years one through four following completion of the

transactions.
EBITDA EBITDA EBITDA EBITDA
TRANSACTION MULTIPLE YEAR 1 MULTIPLE YEAR 2 MULTIPLE YEAR 3 MULTIPLE YEAR
NBC Acquires
Telemundo 38.3x 23.3x (before 14.5x (before n/a
synergies) synergies)
14.5x (after 10.7x (after
synergies) synergies)
Disney Acquires Fox
Family Worldwide 34.7x 30.6x (before 26.0x (before n/a
synergies) synergies)
23.6x (after 17.3x (after
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synergies) synergies)
MGM Acquires Rainbow 27.5x 23.6x% 19.8x 17.2x%
Viacom Acquires
BET 25.9x (before n/a n/a n/a
adjustments)
19.9x (after
adjustments)
Formation of the VUE
Joint Venture (1) 20.2x% 20.7x 17.7x 15.8x

(1) EBITDA Multiples for the formation of the VUE Joint Venture were calculated
by dividing the Midpoint Valuation of the consideration to be received by
USA in the transactions (less $1 billion of value allocated to Studios USA
and USA films) by the expected EBITDA of USA Cable (excluding the Emerging
Networks) .

Allen & Co.'s analysis indicated that the formation of the VUE Joint Venture
reflected an EBITDA Multiple for USA Cable that was in the range of EBITDA
Multiples reflected by the four recent Comparable Transactions. Allen & Co.
further noted that the Per Subscriber Value for USA Cable reflected by the
transactions was higher than the Per Subscriber Value for the four recent
Comparable Transactions.

COMPARISON OF THE TRANSACTIONS TO THE 1998 TRANSACTION

Allen & Co. also compared the Consideration to the terms of USA's purchase
of virtually all of the assets of the USA Entertainment Group in 1998. The
Midpoint Valuation of the transactions is $11.685 billion, and the transaction
value of the 1998 transaction was $4.075 billion, an increase of 186.8%. Based
on the Mid Point Valuation, (1) the EBITDA Multiple for the transactions (based
on estimated EBITDA for the year following the transactions) is 19.5x, and the
EBITDA Multiple in the 1998 transaction (based on then estimated EBITDA for the
year following the 1998 transaction) was 14.9x, an increase of 30.9%, and
(2) the Per Subscriber Value in the transactions is $66.99, and the Per
Subscriber Value in the 1998 transactions was $27.80, an increase of 141%.

USA STOCKHOLDER VALUE ACCRETION ANALYSIS

Allen & Co. analyzed whether the completion of the transactions could
reasonably be expected to have an accretive impact on the per share value of USA
common stock by examining public and private market valuations for USA's
businesses across a range of assumptions.

Allen & Co. constructed a sum-of-the-parts valuation range of USA common
stock on a public market basis roughly tying that valuation range to a trading
price range for USA's common stock. Allen & Co. noted that the twelve-month
average per share price of USA common stock in the period from December 12, 2000
to December 13, 2001 was $22.83, and the per share price ranged from a low
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of $16.55 on September 18, 2001 to a high of $28.04 on August 1, 2001. Ranges of
implied valuations for USA's business segments were derived by Allen & Co. from
publicly available information, Wall Street analyst research and financial
information provided by USA. Allen & Co. compared the implied valuations for USA
with the anticipated value of USA's common stock after completion of the
transactions.
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Based on this analysis, Allen & Co. observed that it would be reasonable to
expect the transactions to result in value accretion to holders of USA common
stock of $4.06 per share based on the low end of the range of value for USA's
business segments, $3.54 per share based on the middle of the range, and $2.92
per share based on the high end of the range.

Allen & Co. also constructed a sum-of-the-parts valuation for USA on a
private market basis. Using publicly available information, Wall Street analyst
research and financial information provided by USA, Allen & Co. prepared
discounted cash flow analyses of USA's business segments and analyzed the
private market value of certain publicly traded businesses of USA (I.E.,
Expedia, the acquisition of which was then pending; Hotel Reservations Network;
and Ticketmaster) by ascribing to their respective public market values
customary premiums paid in business combination transactions. Allen & Co.
compared the results of this analysis with the anticipated value of USA common
stock following the completion of the transactions. Allen & Co. observed that,
across a private market value range for USA's business segments, it would be
reasonable to expect the transactions to result in value accretion to holders of
USA common stock of $5.07 per share based on the low end of the range, $4.63 per
share based on the middle of the range, and $3.95 per share based on the high
end of the range.

Allen & Co. made no prediction as to how the stock of USA would trade at any
point in time, and did not perform a market check to ascertain what a third
party might pay for USA's business segments separately or collectively, before
or after completion of the transactions. Allen & Co. also noted that USA would
be unable to sell itself or the USA Entertainment Group to a third party without
the express approval of Vivendi and Liberty. Allen & Co. observed that the
stockholder accretion analysis supported the conclusion that the transactions
could reasonably be expected to have an accretive effect on the per share value
of USA common stock.

EARNINGS ACCRETION/DILUTION ANALYSIS

Allen & Co. also reviewed and analyzed the effect of the transactions on the
future cash earnings per share of USA, which we refer to as "Cash EPS." For
purposes of this analysis, Allen & Co. used information based upon operating and
financial assumptions, forecasts and other information provided to Allen & Co.
by the senior management of USA. This analysis excluded any one-time charges and
resulted in Cash EPS of $0.54 in 2002, a 15.6% accretion, and Cash EPS of $0.72
in 2003, a 7.4% accretion.

COMPARABLE COMPANIES ANALYSIS

Allen & Co. analyzed the ratios of enterprise value, which is equity market
value plus debt plus preferred stock, less cash, to EBITDA, which we refer to as
the "EV/EBITDA Multiple," for Crown Media and Rainbow Media, the two public
companies that are comparable to the USA Entertainment Group. The following
table provides the results of this analysis:

EV/EBITDA EV/EBITDA EV/EBITDA EV/EBITDA
COMPANY MULTIPLE--2001 MULTIPLE--2002 MULTIPLE--2003 MULTIPLE—-20
Crown Media........... n/m n/m 24.7x 9.7x
Rainbow Media......... 24.7x 21.1x 17.8x 15.5x%
48
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The following table provides the EV/EBITDA Multiples for the transactions
based on the Midpoint Valuation:

EV/EBITDA EV/EBITDA EV/EBITDA EV/EBITDA
MULTIPLE--2001 MULTIPLE--2002 MULTIPLE--2003 MULTIPLE--2004
20.2x 20.7x 17.7x 15.8x

Allen & Co. noted that the EV/EBITDA Multiples for the transactions are
within the range of the EV/EBITDA Multiples of the Comparable Companies.

DISCOUNTED CASH FLOW ANALYSIS OF THE USA ENTERTAINMENT GROUP

Allen & Co. performed a discounted cash flow analysis on the projected
financial information of the USA Entertainment Group for the fourth financial
quarter of 2001 and for the calendar years 2002 through 2005 based upon
(1) operating and financial assumptions, forecasts and other information
provided to Allen & Co. by the management of USA, and (2) financial and
operating estimates of research analysts. Using this information, Allen & Co.
discounted to present value of the projected stream of after-tax free cash flow
(net income plus depreciation and amortization less capital expenditures and
working capital changes) of the USA Entertainment Group. Allen & Co. used
discount rates ranging from 7% to 11%.

Based on these discount rates, Allen & Co. calculated that the discounted
cash flow valuation range for the USA Entertainment Group is $8.643 billion
based on the low point of the estimated value of the USA Entertainment Group,
$10.503 billion for the midpoint and $12.609 billion for the high point. The Low
Point Valuation, $10.556 billion, is a 0.5% premium over the midpoint discounted
cash flow valuation; the Midpoint Valuation, $11.685 billion, is a 11.3% premium
over the midpoint discounted cash flow valuation, and the High Point Valuation,
$12.767 billion, is a 21.6% premium over the midpoint discounted cash flow
valuation.

The financial forecasts that underlie this analysis are subject to
substantial uncertainty, and accordingly, actual results may be substantially
different.

VALUATION OF THE VUE JOINT VENTURE

For purposes of valuing the VUE Joint Venture, Allen & Co. performed the
analyses described below in "--Discounted Cash Flow Analysis," "--Comparable
Companies Analysis," "--Precedent Transactions" and "--Wall Street Estimates."

Based on these analyses, Allen & Co. determined that the valuation range of
the VUE Joint Venture, which is the aggregate of the average of the valuation
ranges of the Universal Entertainment Group and the USA Entertainment Group, is
$17.200 billion based on the low point of the estimated value of the Universal
Entertainment Group and the USA Entertainment Group, $19.348 billion for the
midpoint and $23.267 billion for the high point.

DISCOUNTED CASH FLOW ANALYSIS

Allen & Co. performed a discounted cash flow analysis on the projected
financial information of the Universal Entertainment Group for the fourth
financial quarter of 2001 and for the calendar years 2002 through 2005 based
upon (1) operating and financial assumptions, forecasts and other information
provided to Allen & Co. by the management of Vivendi, and (2) financial and
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operating estimates of research analysts. Using this information, Allen & Co.
discounted to present value the projected stream of after tax—-free cash flow
(net income plus depreciation and amortization less capital expenditures and
working capital changes) of the Universal Entertainment Group. Allen & Co. used
discount rates ranging from 7% to 11%. Allen & Co. then aggregated the
discounted cash flow valuation of the
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Universal Entertainment Group and the USA Entertainment Group to determine the
discounted cash flow valuation of the VUE Joint Venture.

Based on these discount rates, Allen & Co. calculated that the discounted
cash flow valuation range for the Universal Entertainment Group is
$6.244 billion based on the low point of the estimated value of the Universal
Entertainment Group, $7.878 billion for the midpoint and $9.748 billion for the
high point.

As described under "--Discounted Cash Flow Analysis of the USA Entertainment
Group, " Allen & Co. determined that the discounted cash flow valuation range for
the USA Entertainment Group is $8.643 billion based on the low point of the
estimated value of the USA Entertainment Group, $10.503 billion for the midpoint
and $12.609 for the high point. Therefore, the discounted cash flow valuation
range for the VUE Joint Venture, which is the aggregate of the discounted cash
flow valuation ranges of the Universal Entertainment Group and the USA
Entertainment Group, 1is $14.887 billion based on the low point of the estimated
value of the Universal Entertainment Group and the USA Entertainment Group,
$18.381 billion for the midpoint and $22.357 billion for the high point.

The financial forecasts that underlie this analysis are subject to
substantial uncertainty, and accordingly, actual results may be substantially
different.

COMPARABLE COMPANIES ANALYSIS

Allen & Co. analyzed the EV/EBITDA Multiple for the following five companies
that are comparable to the VUE Joint Venture: AOL Time Warner, Inc.; Disney; Fox
Entertainment Group, Inc.; Viacom, Inc. and Vivendi. The average estimated
EV/EBITDA Multiple for these companies for 2001 was 15.1x, and the median
estimated EV/EBITDA Multiple for 2001 was 16.5x. Based on the average EV/EBITDA
Multiple for the above companies, the implied value of the VUE Joint Venture
(based on its pro forma EBITDA and excluding losses from emerging businesses) is
$20.765 billion in 2001E and based on the median EV/EBITDA Multiple for the
above companies, the implied value of the VUE Joint Venture (based on its pro
forma EBITDA and excluding losses from emerging businesses) is $22.692 billion.
The average estimated EV/EBITDA Multiple for these companies for 2002 was 13.8x,
and the median estimated EV/EBITDA Multiple for 2002 was 14.2x; based on the
average EV/EBITDA Multiple for the above companies, the implied value of the VUE
Joint Venture (based on its pro forma EBITDA and excluding losses from emerging
businesses) 1is $20.382 billion in 2002E and based on the median EV/EBITDA
Multiple, the implied value of the VUE Joint Venture is $20.978 billion.

PRECEDENT TRANSACTIONS

Allen & Co. also analyzed precedent transactions in each of the different
asset classes in the VUE Joint Venture. For the filmed entertainment assets, the
average EV/EBITDA Multiple for nine precedent transactions was 18.8x, and based
on their estimated 2001 pro forma EBITDA, at an 18.8x multiple, the implied
transaction value of the filmed entertainment assets is $10.169 billion. For the
cable assets, the average ratio of implied value to estimated cash flow for 27
precedent transactions was 20.5x, and based on their estimated 2001 pro forma
EBITDA, at a 20.5x multiple, the implied value of the cable assets is
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$10.849 billion. For the television production assets, the average EV/EBITDA
Multiple for eight precedent transactions was 11.2x, and based on their
estimated 2001 pro forma EBITDA, at an 11.2x multiple, the implied value of the
filmed entertainment assets is $1.043 billion. For the recreation & retail
assets, the average ratio of transaction value to estimated cash flow for ten
precedent transactions was 8.3x, and based on their estimated 2001 pro forma
EBITDA, at an 8.3x multiple, the implied value of the cable assets is

$2.954 billion. The aggregate implied value of the
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filmed entertainment assets, the cable assets, the television production assets
and the recreation & retail assets is therefore $25.015 billion.

WALL STREET ESTIMATES
Allen & Co. also reviewed Wall Street research reports concerning the value

of the assets to be contributed to the VUE Joint Venture by Vivendi and USA. The
following table sets forth the results of this review (dollars in millions):

LOW MEDIUM HIGH

USA Entertainment GroOUDP . « . v e nnneeeeeeeeenenennnneeeeens $ 9,732 $11,165 $13,901
Universal Entertalinment GroUP. .. .. .eeeeeeeeennennnneeeenns $ 6,598 S 7,292 $ 9,103
1 12N $16,329 $18,458 $23,004

Allen & Co. 1s a nationally recognized investment banking firm that is
continually engaged in the valuation of businesses and their securities in
connection with mergers and acquisitions, negotiated underwritings, competitive
bids, secondary distributions of listed and unlisted securities, private
placements and valuations for estate, corporate and other purposes. USA retained
Allen & Co. based on those qualifications as well as its familiarity with USA.
As of the date of its opinion, Allen & Co. and/or its affiliates owned
approximately 2,100,000 shares of USA common stock, and Donald R. Keough,
chairman of Allen & Co., serves as a director of USA. In addition, in the
ordinary course of its business, Allen & Co. and/or its affiliates may have long
or short positions, either on a discretionary or non-discretionary basis, for
its own account or for those of its clients, in the securities of USA and/or
Vivendi.

USA entered into a letter agreement with Allen & Co., dated December 12,
2001, which we refer to as the "Engagement Letter," under which Allen & Co.
agreed to act as financial advisor to USA, to negotiate on behalf of USA in
connection with the transactions and to assist USA in evaluating the fairness to
USA, from a financial point of view, of the consideration to be paid to USA in
the transactions. Pursuant to the Engagement Letter, USA agreed, among other
things, to pay Allen & Co. a fee in an amount to be mutually agreed upon by USA
and Allen & Co., which fee has not yet been determined or discussed. Whether or
not the transactions are completed, USA has agreed, pursuant to the Engagement
Letter, to reimburse Allen & Co. for all of its reasonable out-of-pocket
expenses and to indemnify Allen & Co. against specified liabilities and expenses
in connection with its engagement.

REGULATORY APPROVALS
There are certain foreign regulatory approvals that may be required before

the transactions can close. The parties are in the process of making the
necessary filings with the relevant regulatory agencies. The parties anticipate
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receiving the requisite approvals in a timely manner, but there can be no
guarantee that the parties will receive such approvals or, if they do receive
the approvals, that such approvals will be received in a timely manner.

LITIGATION RELATING TO THE TRANSACTIONS

USA and its directors, along with Vivendi and Liberty, have been named as
defendants in purported stockholder class and derivative actions filed in the
Court of Chancery, County of New Castle, State of Delaware. Each of these
actions, which are substantially identical, are brought on behalf of a purported
class consisting of public stockholders of USA not affiliated with any of the
defendants and as a purported derivative action in the right of USA. The
complaints in the actions allege, among other things, that "[t]he transfer of
the USA Entertainment Group and its assets to the [VUE Joint Venture] represents
a break-up" of USA; that this transfer is "wrongful, unfair and harmful" to the
public stockholders of USA; that the transfer, and related transactions,
represent
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breaches of fiduciary duty by the individual defendants; that the board of
directors of USA has not fulfilled its alleged duties in connection with the
transaction because defendants were allegedly under a duty to seek the highest
price available for the USA Entertainment Group; that specified defendants
(i.e., Mr. Diller, Vivendi, Liberty and the representatives of Vivendi and
Liberty on the USA board of directors) are being disproportionately "enriched"
by the proposed transaction in relation to the public stockholders; that the
defendants have "failed to fully disclose the true value of USA's Entertainment
Group" and the alleged future financial benefits which Vivendi, Liberty and

Mr. Diller will obtain; and that the individual defendants approved

Mr. Diller's alleged usurpation of a corporate opportunity. The complaints also
allege that Vivendi and Liberty have aided and abetted the individual defendants
in their alleged breaches of fiduciary duty. As relief, the complaints seek,
among other things, a declaration that the proposed VUE Joint Venture is
"unfair, unjust and inequitable"; an injunction against consummation of the
transactions; an award of damages in an unspecified amount; and an order
"[rlequiring defendants to conduct a proper process in the break up of [USA]."
USA believes the allegations of the complaints are entirely without merit and
intends to vigorously defend the actions.

ABSENCE OF DISSENTERS' RIGHTS

USA 1s incorporated in the State of Delaware, and, accordingly, is governed
by the provisions of the Delaware General Corporation Law. USA stockholders are
not entitled to appraisal rights under the Delaware General Corporation Law with
respect to the transactions.
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THE TRANSACTION DOCUMENTS

The description of the material terms of the transaction documents set forth
below is not intended to be a complete description of those documents. We
qualify this description by reference to the Transaction Agreement, the form of
Partnership Agreement, the Amended and Restated Governance Agreement, the
Amended and Restated Stockholders Agreement, the form of Warrant Agreement and
the Vivendi/Liberty Merger Agreement which we have attached as Appendices A
through F to this proxy statement. We urge all stockholders to read these
appendices in their entirety.

TRANSACTION AGREEMENT
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GENERAL

The Transaction Agreement provides for the structuring of the VUE Joint
Venture, a limited liability limited partnership, pursuant to the terms of the
Partnership Agreement described under "--Partnership Agreement." The VUE Joint
Venture will own (1) the USA Entertainment Group and (2) the Universal
Entertainment Group.

TRANSFER OF INTERESTS

At the closing of the transactions, subject to satisfaction of certain
conditions described under "--Conditions to the Transactions," the exchange
agreement relating to the LLC shares will terminate (except for the
representations and warranties contained therein), after which USANi LLC will
distribute to Universal interests in certain of its subsidiaries comprising the
USA Entertainment Group in return for the cancellation of the 320,856,512 LLC
shares that will be owned by Universal and its affiliates following Vivendi's
acquisition of Liberty's LLC shares pursuant to the Vivendi/Liberty Merger
Agreement.

Universal and its affiliates will contribute to the VUE Joint Venture their
rights and interests in the subsidiary or subsidiaries comprising the Universal
Entertainment Group and the interests distributed by USANi LLC to Universal, and
USA, USANi LLC and their affiliates will contribute to the VUE Joint Venture
their remaining rights and interests in the subsidiaries comprising the USA
Entertainment Group, in each case, in return for interests in the VUE Joint
Venture.

The Transaction Agreement further provides for the issuance by USA to
Universal of warrants to purchase an aggregate of 60,467,735 shares of USA
common stock in exchange for Universal agreeing to enter into certain commercial
arrangements and for other valuable consideration. The terms of the warrants are
described in further detail under "--Warrant Agreement."

REPRESENTATIONS AND WARRANTIES

REPRESENTATIONS AND WARRANTIES OF USA. The Transaction Agreement includes
standard representations and warranties, generally subject to materiality
qualifiers, of USA, including, among other things, as to:

- corporate organization and good standing;

- corporate authority;

- no conflicts with material contracts, judgments or law;

- required consents and approvals;

- capitalization of USA;

- subsidiaries comprising the USA Entertainment Group;

- financial statements;

- no undisclosed liabilities;

- material contracts relating to the USA Entertainment Group;
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- title to, and sufficiency of, assets contributed to the VUE Joint Venture;
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- USA Entertainment Group real property;

— USA Entertainment Group intangible property;

- USA Entertainment Group licenses;

- absence of changes or events relating to the USA Entertainment Group;

— compliance with applicable law by the USA Entertainment Group;

- legal proceedings relating to the USA Entertainment Group;

- brokers;

- tax matters relating to the USA Entertainment Group; and

- employee matters relating to the USA Entertainment Group.

REPRESENTATIONS AND WARRANTIES OF UNIVERSAL. The Transaction Agreement
includes standard representations and warranties, generally subject to
materiality qualifiers, of Universal (including, in some cases, with respect to
Vivendi) including, among other things, as to:

- corporate organization and good standing;

- corporate authority;

- no conflicts with material contracts, judgements or law;

- required consents and approvals;

- subsidiaries comprising the Universal Entertainment Group;

- Vivendi's financial statements;

- no undisclosed liabilities;

- title to, and sufficiency of, assets contributed to the VUE Joint Venture;

- absence of changes or events relating to the Universal Entertainment
Group;

— compliance with applicable law by the Universal Entertainment Group;
- legal proceedings relating to the Universal Entertainment Group;

- brokers; and

- tax matters relating to the Universal Entertainment Group.

INTERIM OPERATING COVENANTS

Until the closing of the transactions (or the termination of the Transaction
Agreement), the Transaction Agreement obligates each of USA and Universal to
conduct its entertainment group in the usual, regular and ordinary course in
substantially the same manner as previously conducted and to use all reasonable
efforts to keep intact its entertainment group, keep available the services of
the related employees and preserve such group's relationships with customers,
suppliers, licensors, licensees, distributors, and others with whom it deals. In
addition, the Transaction Agreement prohibits each of USA and Universal from
taking any of the following actions with respect to its entertainment group
without the prior written consent of the other party:
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- amending the organizational documents of any of its subsidiaries;

— other than sweeping cash in the ordinary course consistent with past
practice, permitting specified subsidiaries to make any declaration or
payment of any dividend or any other distribution;
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- redeeming or otherwise acquiring any shares of capital stock or any
option, warrant or right relating to such capital stock or any securities
convertible into or exchangeable for any shares of such capital stock;

- incurring or assuming any indebtedness for borrowed money or guaranteeing
any such indebtedness;

- permitting any asset being contributed to the VUE Joint Venture to become
subject to a lien;

— canceling any material indebtedness or waiving any claims or rights of
substantial value;

- paying, loaning or advancing any amount to, or selling, transferring or
leasing any of its assets to, or entering into any agreement or
arrangement with any of its affiliates;

- making any change in any method of financial accounting or financial
accounting practice or policy other than those required by generally
accepted accounting principles;

- making any change in the methods or timing of collecting receivables or
paying payables;

— other than in the ordinary course of business, making or incurring any
capital expenditure not currently approved in writing or budgeted; or

- selling, leasing, licensing or otherwise disposing of any of its assets,
except inventory, programming or other goods or services sold in the
ordinary course of business consistent with past practice.

In addition to the foregoing restrictions, the Transaction Agreement
restricts USA from:

- making changes to benefits arrangements or labor agreements relating to
the USA Entertainment Group other than in the ordinary course of business
and consistent with past practice;

- granting any increase in compensation or benefits to employees of the USA
Entertainment Group, other than in the ordinary course of business,
consistent with past practice; or

- granting new options or restricted stock to employees of the USA
Entertainment Group, other than as required under existing agreements.

EFFORTS

Each of USA and Universal and its respective affiliates has agreed to use
its reasonable best efforts to cause the closing of the transactions to occur as
soon as practicable and to obtain all consents and approvals from third parties
necessary or appropriate to effect the contributions of the USA Entertainment
Group and the Universal Entertainment Group to the VUE Joint Venture. In
addition, each of Vivendi, Universal, USA and Liberty has agreed to take all
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other actions as such other party may reasonably deem necessary or desirable to
complete the transactions.

Concurrently with the execution of the Transaction Agreement, Vivendi,
Universal, Liberty and certain of their respective affiliates entered into an
Agreement and Plan of Merger and Exchange, which we refer to as the
"Vivendi/Liberty Merger Agreement." Among other things, the Vivendi/Liberty
Merger Agreement provides for the transfer by Liberty to Universal of 25,000,000
shares of USA common stock and the transfer by Liberty to Vivendi of entities
holding 38,694,982 LLC shares in return for Vivendi ordinary shares. The
completion of the transfers by Liberty of the USA common stock and the LLC
shares, and Liberty's receipt of Vivendi ordinary shares in return, is a
condition precedent to each of USA's, Universal's and Liberty's satisfaction of
its obligations under the Transaction Agreement. USA and Vivendi have agreed not
to amend or waive this prerequisite without Liberty's consent. Accordingly,
under the terms of the Transaction Agreement, Universal and Liberty have agreed
to use their reasonable best efforts (subject to the terms of the
Vivendi/Liberty Merger Agreement) to satisfy, as promptly as practicable, the
conditions to the completion of the transactions set forth in the
Vivendi/Liberty Merger Agreement. Universal has also agreed not to terminate the
Vivendi/Liberty Merger Agreement prior to September 30, 2002 or amend the
Vivendi/Liberty Merger
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Agreement in any manner that would (1) delay the completion of the transactions
in any material respect, or (2) increase the consideration payable to Liberty
thereunder, other than as a result of any amendments entered into in connection
with a European regulatory proceeding relating to the transfer by Liberty to
Universal of interests in multiThematiques. In the event that the closing of the
transactions will be significantly delayed by the inquiry of any regulatory body
reviewing the multiThematiques transaction, Vivendi and Liberty will negotiate
in good faith to amend the Vivendi/ Liberty Merger Agreement to avoid delaying
the closing of the transactions, and Vivendi and Liberty are required to execute
such amendment if it provides to Liberty the economic benefits of the
multiThematiques transaction.

EXPENSES

USA has agreed that if Universal terminates the Transaction Agreement as a
result of the USA board of directors or a committee of the USA board of
directors having withdrawn or modified its approval or recommendation of the
Transaction Agreement or the transactions, USA will reimburse Universal and its
affiliates for all of their documented, out of pocket expenses incurred in
connection with the Transaction Agreement and the related documents, up to a
limit of $15 million. Other than as provided in the preceding sentence or with
respect to transfer taxes, the payment of which is specifically allocated
between the parties, each party to the Transaction Agreement is responsible for
the costs and expenses incurred by that party in connection with the Transaction
Agreement and the completion of the transactions.

TERMINATION OF EXISTING AGREEMENTS

In connection with the transactions, subject to the parties' commitment to
provide for a mutually satisfactory, orderly wind-down, USA and Universal have
agreed to terminate the following business arrangements upon the earlier to
occur of (1) the completion of the transactions and (2) the termination of the
Transaction Agreement:

— Universal's exclusive international distribution of television programming
produced by USA; and
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— USA's exclusive domestic distribution of television programming produced
by Universal.

Even if the parties do not complete the transactions, Universal and USA will
terminate the foregoing business arrangements if the Transaction Agreement is
terminated. Notwithstanding the termination of these business arrangements, USA
and Universal have agreed, for a minimum period of one year, to make available
to one another any excess capacity with respect to the domestic and
international distribution of television programming.

USA and Universal have also agreed to terminate existing agreements relating
to merchandising, music administration and music publishing, video distribution
and other matters. These agreements will only terminate if the parties complete
the transactions.

STOCKHOLDERS MEETING

USA has agreed to hold a meeting of its stockholders for the purpose of
obtaining approval of the transactions as soon as practicable and has agreed to
recommend to its stockholders that they approve the transactions, except to the
extent that the USA board of directors has withdrawn or modified its
recommendation of the transactions as a result of a good faith determination
that it is necessary to do so in order to comply with its fiduciary obligations.

COMMERCIAL ARRANGEMENTS

USA and Vivendi have agreed to enter into a series of strategic and
commercial alliances with one another covering each party's transactional and
internet businesses. In addition, USA and Universal have agreed to negotiate in
good faith to enter into an agreement pursuant to which the VUE Joint
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Venture will provide programming distribution for the Home Shopping Network,
America's Store, and other USA transactional services.

LEASE ARRANGEMENT

USA has agreed, for a reasonable transition period of up to two years
following the closing of the transactions, to permit the VUE Joint Venture to
occupy USA's premises located at 8800 Sunset Boulevard, West Hollywood,
California, on a rent-free basis.

USA AGREEMENT NOT TO COMPETE

Until the later of (1) the 18-month anniversary of the closing of the
transactions, and (2) six months after Mr. Diller ceases to be chief executive
officer of the VUE Joint Venture, USA has agreed not to engage in or acquire any
interest in any person engaged in the following businesses:

- the operation, programming or delivery of any general or genre-based
entertainment television channel;

— the production and distribution of entertainment television programming
and feature films; and

- any other business conducted by the USA Entertainment Group or the
Universal Entertainment Group as of the closing of the transactions; and
any reasonably foreseeable entertainment-focused extensions of such
businesses that are programming or film-oriented, other than in a
transactional context.
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If, at any time following the 18-month anniversary of the closing of the
transactions, Mr. Diller ceases to be an officer of USA or any of its affiliates
or resigns as chief executive officer of the VUE Joint Venture for good reason
or is terminated as chief executive officer of the VUE Joint Venture without
cause, USA's agreement not to compete will cease to apply.

The agreement not to compete makes clear that USA may conduct the following
businesses:

— television channels which are consumer transaction-oriented or which
provide informational services which lend themselves to commerce or which
otherwise serve as a means of introducing, starting or promoting
transactional services, including transaction-oriented television channels
whose primary focus is the provision of electronic retailing, auction
services or gaming/gambling services; and

— electronic commerce and retailing, information and services.

Furthermore, the agreement not to compete does not prevent USA from owning:

its interest in the VUE Joint Venture;

— less than 5% of the equity of a public company engaged in the competing
business;

— less than 10% of the indebtedness of a company engaged in the competing
business;

- any company which derives less than 30% of its revenues from the competing
business, so long as USA disposes of its interest in the competing
business within six months of the acquisition; or

— interests in Vivendi as a result of the exercise of the put or call
relating to USA's common interest in the VUE Joint Venture.

USA'S NON-SOLICITATION AGREEMENT

Until the later of (1) the 18-month anniversary of the closing of the
transactions, and (2) six months after Mr. Diller ceases to be chief executive
officer of the VUE Joint Venture, USA has agreed, subject to specified
exceptions, not to:

- solicit, recruit or hire any employees of the VUE Joint Venture; or

- solicit or encourage any employee of the VUE Joint Venture to leave the
VUE Joint Venture.
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If, at any time following the 18-month anniversary of the closing of the
transactions, Mr. Diller ceases to be an officer of USA or any of its affiliates
or resigns as chief executive officer of the VUE Joint Venture for good reason
or is terminated as chief executive officer of the VUE Joint Venture without
cause, the non-solicitation restrictions with respect to USA will cease to
apply.

USA TRADEMARKS

The name "USA Networks" will be included among the assets contributed to the
VUE Joint Venture. USA and Universal have agreed to negotiate in good faith to
determine how the ownership of the various logos and designs currently
associated with the "USA Networks" name will be allocated and have further
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agreed that each party will grant to the other party, at no significant economic
cost, the right to use any logo or name allocated to it in accordance with the
current use of such logo or name.

USA STOCK OPTIONS AND RESTRICTED STOCK

Generally, with respect to options to purchase shares of USA common stock
and restricted shares of USA common stock held by USA employees transferred to
the VUE Joint Venture, Vivendi intends to convert such options and restricted
shares into options to purchase Vivendi American Depositary Shares and
restricted Vivendi American Depositary Shares, as applicable, based on a
calculation that is intended to preserve the "value" (if any) of the options and
the restricted shares being converted measured as of the conversion date and
with such other terms and conditions as may be set forth in the plan or policy
applicable to such converted awards.

RETENTION OF USA COMMON SHARES

In order to satisfy its obligations with respect to USA's Class B preferred
interest in the VUE Joint Venture, Universal has agreed that it will, at all
times until the consummation of a sale pursuant to an exercise (if any) of the
put right or the call right relating to the Class B preferred interest, retain
at least 43,181,308 shares of USA common stock and 13,430,000 shares of USA
Class B common stock, in each case free of any liens.

MISCELLANEOUS COVENANTS

The Transaction Agreement contains other customary covenants relating to the
preparation and distribution of this document, public announcements regarding
the transactions, mutual notification of specified matters and access to
information.

CONDITIONS TO THE TRANSACTIONS

Pursuant to the terms of the Transaction Agreement, the obligations of each
party to complete the transactions are subject to a number of conditions,
including:

— receipt of all consents that would have a material adverse effect if not
obtained;

- the absence of any law or judgment or other legal restraint or prohibition
preventing the completion of the transactions;

— the required approval of the transactions by USA's stockholders; and

- the transfer by Liberty to Universal of 25,000,000 shares of USA common
stock and the transfer by Liberty to Vivendi of entities holding
38,694,982 LLC shares pursuant to the terms of the Vivendi/Liberty Merger

Agreement in return for Vivendi ordinary shares.

Pursuant to the terms of the Transaction Agreement, USA's obligation to
complete the transactions is subject to the following additional conditions:

— Each of Universal's representations and warranties must have been true and
correct as of December 16, 2001, except to the extent that the failure of
such representations and warranties to have been true and correct would
not have a material adverse effect on the Universal

58

Entertainment Group or on the ability of Universal and its affiliates to
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complete the transactions.
— Universal's representations and warranties relating to
—-— organization, good standing and authority;

—— the absence of material conflicts resulting from the execution of the
Transaction Agreement;

—— Universal's and its affiliates' organizational documents; and

—— the Universal Entertainment Group assets being contributed to the VUE
Joint Venture

must be true and correct as of the closing of the transactions, except to
the extent that the failure of such representations and warranties to be
true and correct would not have a material adverse effect on the Universal
Entertainment Group or on the ability of Universal and its affiliates to
complete the transactions.

— Each of Universal and its affiliates shall have performed in all material
respects all obligations required to be performed under the Transaction
Agreement.

Pursuant to the terms of the Transaction Agreement, Universal's obligation
to complete the transactions is subject to the following conditions:

— Each of USA's representations and warranties must have been true and
correct as of December 16, 2001, except to the extent that the failure of
such representations and warranties to have been true and correct would
not have a material adverse effect on the USA Entertainment Group or on
the ability of USA and its affiliates to complete the transactions.

- USA's representations and warranties relating to

—-— organization, good standing and authority;

—— the absence of material conflicts resulting from the execution of the
Transaction Agreement;

—-— USA's and its affiliates' organizational documents; and

—— the USA Entertainment Group assets being contributed to the VUE Joint
Venture

must be true and correct as of the closing of the transactions, except to
the extent that the failure of such representations and warranties to be
true and correct would not have a material adverse effect on the USA
Entertainment Group or on the ability of USA and its affiliates to
complete the transactions.

—— Each of USA and its affiliates shall have performed in all material
respects all obligations required to be performed under the
Transaction Agreement.

TERMINATION OF THE TRANSACTION AGREEMENT
The Transaction Agreement may be terminated at any time:

—-— by mutual written consent of the parties;

—— by either USA or Universal if the USA stockholders do not approve the
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transactions;

—— by either USA or Universal if any of the conditions to such party's
obligations become impossible to fulfill;

—— by Universal if the USA board of directors or any committee of the USA
board of directors withdraws or modifies its approval or
recommendation of the Transaction Agreement; or

-— by any party if the closing does not occur on or prior to
September 30, 2002.
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INDEMNIFICATION

USA and Vivendi have entered into customary indemnification arrangements
regarding the breach of representations, warranties and covenants of each party
and its affiliates contained in any of the following documents: the Transaction
Agreement, the Partnership Agreement, the Amended and Restated Governance
Agreement, the Amended and Restated Stockholders Agreement, the Warrant
Agreement and the Vivendi/Liberty Merger Agreement. The obligations for breaches
of representations and warranties are generally subject to a $150 million
"basket, " pursuant to which an indemnifying party is required to compensate an
indemnified party for any losses related to the breaches only to the extent all
such losses exceed $150 million. In the case of indemnification obligations
relating to taxes, the indemnifying party has a complete obligation, from the
first dollar of an indemnified loss relating to tax matters covered by the
Transaction Agreement.

As part of the indemnification obligations described above, Vivendi agreed
to indemnify USA for any dissolution or winding up of the VUE Joint Venture or
bankruptcy of the general partner of the VUE Joint Venture at any time while
preferred interests in the VUE Joint Venture are outstanding.

AMENDMENT

The Transaction Agreement may be amended by the parties to the Transaction
Agreement, at any time before or after the USA stockholders approve the
transactions, but after any such approvals, the parties may not amend the
Transaction Agreement in a manner that requires further approval of USA's
stockholders without obtaining such further approval.

PARTNERSHIP AGREEMENT
GENERAL

At the closing of the transactions, as provided in the Transaction
Agreement, subsidiaries of Universal, USA and its subsidiaries and Mr. Diller
will execute a limited liability limited partnership agreement, which we refer
to throughout this proxy statement as the "Partnership Agreement." The form of
Partnership Agreement is attached as Appendix B to this proxy statement. The
Partnership Agreement governs the formation and management of the VUE Joint
Venture, the terms of the preferred and common interests in the VUE Joint
Venture, partnership distributions, the transfer of interests in the VUE Joint
Venture, the dissolution and liquidation of the VUE Joint Venture and the terms
of Mr. Diller's agreement not to compete with the VUE Joint Venture. Under the
terms of the Partnership Agreement, subsidiaries of Universal, USA and its
subsidiaries and Mr. Diller will initially hold common interests in the VUE
Joint Venture in participation percentages of 93.06%, 5.44% and 1.50%,
respectively.
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CASH DISTRIBUTION TO USA

At the Closing, the VUE Joint Venture will pay to a subsidiary of USA a
$1,618,710,396 cash distribution, which amount will be structured to be
tax-deferred for a 15-year period. The VUE Joint Venture will finance the cash
distribution through a borrowing which the VUE Joint Venture will keep
outstanding during the 15-year period. The repayment of the borrowing at the end
of the 15-year period will be treated as a taxable distribution to the USA
subsidiary.

USA'S COMMON INTEREST

USA and its subsidiaries will initially hold a 5.44% common interest in the
VUE Joint Venture. This common interest will have the following put/call
features:

— Beginning on the five-year anniversary of the closing of the transactions,
Universal may purchase USA's common interest for an amount in cash or, at
Universal's option, Vivendi ordinary shares (or, at USA's option, other
listed common equity securities of Vivendi) at the private market value
(see below) of the common interest.
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— Beginning on the eight-year anniversary of the closing of the
transactions, USA may require Universal to purchase USA's common interest
for an amount in cash or, at Universal's option, Vivendi ordinary shares
(or, at USA's option, other listed common equity securities of Vivendi) at
the private market value of the common interest.

— If USA continues to hold its Class A preferred interest or Class B
preferred interest in the VUE Joint Venture, any purchase or sale will
only be applicable to a portion of the common interest so that USA and its
subsidiaries continue to collectively own a 1% common interest in the VUE
Joint Venture.

— In the event that USA receives Vivendi shares in settlement of its common
interest, USA will receive customary registration rights with respect to
those shares, including the right to three demand registrations.

— The private market value of USA's common interest will be determined in an
appraisal process involving investment bankers selected by USA and
Universal. Such valuation will not assume the value of the VUE Joint
Venture in an "auction" proceeding, and any valuation methodology will
exclude any acquisition of similar assets or businesses at a uniquely high
valuation due to a purchaser's strategic need to acquire such assets or
businesses.

MR. DILLER'S COMMON INTEREST

Mr. Diller will hold a common interest in the VUE Joint Venture with a 1.5%
profit sharing percentage. Mr. Diller's common interest will have the following
put/call features:

- At any time after the first anniversary of the closing of the
transactions, Mr. Diller may require Universal to purchase his common
interest for an amount in cash or, at Universal's option, Vivendi ordinary
shares (or, at Mr. Diller's option, other listed common equity securities
of Vivendi) having a value equal to the greater of (1) $275 million and
(2) the private market value of Mr. Diller's common interest.

- At any time after the later of (1) the second anniversary of the closing
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of the transactions and (2) the time that Mr. Diller is no longer chief
executive officer of the VUE Joint Venture, Universal may purchase

Mr. Diller's common interest for an amount in cash or, at Universal's
option, Vivendi ordinary shares (or, at Mr. Diller's option, other listed
common equity securities of Vivendi) having a value equal to the greater
of (1) $275 million and (2) the private market value of Mr. Diller's
common interest.

— In the event that Mr. Diller's employment is terminated without cause or
as a result of his death, Mr. Diller terminates his employment for good
reason or Mr. Diller becomes disabled, Mr. Diller's right to require
Universal to purchase his common interest will become immediately
exercisable.

— In the event that Mr. Diller receives Vivendi shares in settlement of his
common interest, Mr. Diller will receive customary registration rights
with respect to those shares, including the right to two demand
registrations. Vivendi will pay up to 1% of gross proceeds in the
aggregate of any underwriting discounts, fees and commissions related to
the registration of shares on behalf of Mr. Diller.

— The private market value of Mr. Diller's common interest will be
determined in an appraisal process involving investment bankers selected
by Mr. Diller and Universal. Such valuation will not assume the value of
the VUE Joint Venture in an "auction" proceeding, and any valuation
methodology will exclude any acquisition of similar assets or businesses
at a uniquely high valuation due to a purchaser's strategic need to
acquire such assets or businesses.
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USA'S PREFERRED INTERESTS

Under the terms of the Partnership Agreement, USA and its subsidiaries will
hold additional equity interests in the VUE Joint Venture in the form of a
Class A preferred interest and a Class B preferred interest. The Class A
preferred interest and the Class B preferred interest will rank equally with one
another, and will be the most senior equity interests in the VUE Joint Venture,
having a preference with respect to distributions and liquidations.

The Class A preferred interest will have the following key terms:

- FACE VALUE. $750 million.

- MATURITY. 20 years.

— ANNUAL PAID-IN-KIND DIVIDEND. 5%, accreting quarterly.

— SETTLEMENT. Settled at maturity in cash in an amount equal to the face
value plus the aggregate annual paid-in-kind dividends.

The Class B preferred interest will have the following key terms:

FACE VALUE. $1.75 billion.

- ANNUAL PAID-IN-KIND DIVIDEND. 1.4%, accreting quarterly.

— ANNUAL CASH DIVIDENDS. 3.6%

- PUT/CALL ARRANGEMENT. USA may require Universal to purchase the preferred

interest and Vivendi and/or Universal may require USA to sell to it the
preferred interest any time following the 20-year anniversary of issuance
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for a number of USA common shares having a market value equal to the face
value plus the aggregate annual paid-in-kind dividends, subject to a
maximum of 56,611,308 USA common shares.

—— In accordance with the terms of the Transaction Agreement, Universal
will, at all times, retain at least 43,181,308 shares of USA common
stock and 13,430,000 shares of USA Class B common stock, in each case
free of any liens.

—— Universal will satisfy its put/call obligations first out of USA
Class B common stock, and second out of USA common stock.

—— The market value of the USA common shares will be determined based on
a volume weighted average price over the 15 consecutive trading days
preceding settlement.

—— Universal may, at its election, in lieu of shares of USA common stock
(but not USA Class B common stock), deliver cash equal to the market
value of those shares.

—— In the event that USA common shares ceases to be outstanding before
exercise of the put or call, the Class B preferred interest in the VUE
Joint Venture will instead be puttable or callable for cash, plus
interest at USA's effective cost of borrowing, or such other
securities or property into which USA common shares was exchanged for
or converted into.

Upon the consummation of the exercise of a put or call, the maturity of the
Class B preferred interest shall be immediately accelerated, and redeemed by the
partnership by payments to the holder thereof of a distribution in cash equal to
its then accreted face value.
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NEGATIVE COVENANTS

The Partnership Agreement contains a number of restrictions on the conduct
of the VUE Joint Venture, including the following:

CONSENT RIGHTS OF HOLDERS OF PREFERRED INTERESTS

Other than the consent rights described in this proxy statement under this
section, holders of preferred interests in the VUE Joint Venture have no voting,
approval or consent rights, including with respect to any merger, conversion or
consolidation of the VUE Joint Venture. Any change to the Partnership Agreement
that would have an adverse effect on the rights of the Class A preferred
interest or the Class B preferred interest or that would be materially adverse
to the right of the holders of the preferred interests requires the consent of
the holders of such preferred interests.

CONSENT RIGHTS OF USA RELATING TO THE CLASS A PREFERRED INTEREST
For as long as the Class A preferred interest is outstanding, the VUE Joint
Venture will not take any of the following actions without the prior consent of
USA:
- issue any equity securities that rank senior to, or equally with, the
Class A preferred interest and the Class B preferred interest, or that are

exchangeable for or convertible into such securities;

- merge or consolidate unless specified conditions are satisfied;
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- liquidate, dissolve or wind up; or

— become an "investment company" as defined in the Investment Company Act of
1940, as amended.

For as long as the Class A preferred interest is outstanding, unless the VUE
Joint Venture posts an irrevocable letter of credit in favor of the holders of
the Class A preferred interest in the VUE Joint Venture in an amount sufficient
to cover its obligations with respect to the Class A preferred interest and with
an expiration date no earlier than the maturity date of the Class A preferred
interest, the VUE Joint Venture will not take any of the following actions
without the prior consent of USA:

— issue any other preferred equity interests in the VUE Joint Venture
redeemable or exchangeable for or convertible into any equity security of
the VUE Joint Venture (other than common interests), or issue any security
that is exchangeable for or convertible into cash, cash equivalents or any
preferred equity interest described in this bullet;

- transfer any assets of the VUE Joint Venture other than in the ordinary
course of business unless at least 50% of the net proceeds of the transfer
are retained or otherwise redeployed by the VUE Joint Venture and at the
time of the transfer the VUE Joint Venture has a consolidated tangible net
worth of at least $4 billion; or

- create, incur, assure, guarantee or permit to exist indebtedness in excess
of $800 million at any time, other than the indebtedness incurred in order
to make the $1.62 billion cash distribution to USA at the closing of the
transactions.

CONSENT RIGHTS OF HOLDERS OF COMMON INTERESTS

Other than the consent rights described in this paragraph, no holder of
common interests, including USA and Mr. Diller, has any voting, approval or
consent rights, including with respect to any merger, conversion or
consolidation of the VUE Joint Venture. Any change to the Partnership Agreement
that would have an adverse effect on the rights of a holder of a common interest
in the VUE Joint Venture requires the consent of each such holder. In addition,
prior to the exercise of a put or call right with respect to USA's common
interest in the VUE Joint Venture and prior to any election
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by USA to exercise its preemptive right solely to maintain a 1% common interest
in the VUE Joint Venture, the following actions require the consent of USA:

- entering into, terminating, modifying or extending any agreement,
transaction or relationship between the VUE Joint Venture and an affiliate
of Vivendi that is not on an arm's-length basis; or

- making any distribution in respect of, redeeming, repurchasing or
otherwise acquiring any common interest in the VUE Joint Venture held by
Universal or any of its affiliates, other than pro rata distributions,
redemptions, repurchases and acquisitions.

TAX RELATED COVENANTS

The VUE Joint Venture will not take any of the following actions without the
consent of USA:

- sell any assets of the USA Entertainment Group any time prior to the
15-year anniversary of the closing of the transactions, other than sales
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of assets in the ordinary course of business and sales the fair market
values of which do not exceed, individually or in the aggregate,
$5 million;

- reduce the principal balance of the debt incurred by the VUE Joint Venture
to fund the $1.62 billion cash distribution to USA, other than certain
permitted reductions after the second anniversary of the closing of the
transactions; or

- take certain other actions that would result in current tax to USA.

Under the terms of the Transaction Agreement, Vivendi may elect to have any
of the preceding tax-related covenants not apply. If Vivendi makes that election
and the Vivendi or the VUE Joint Venture takes any action that would have
breached that covenant protecting USA's tax deferral, Vivendi is required to pay
to USA an amount designed to approximate the net present value of the resulting
loss of tax deferral.

TRANSFERS OF INTERESTS IN THE VUE JOINT VENTURE

Subiject to the put and call features of USA's Class B preferred interest and
USA's common interest in the VUE Joint Venture, the Partnership Agreement
contains the following restrictions on transfers of USA's common and preferred
interests:

— In general, USA may transfer its preferred interests and common interests
in the VUE Joint Venture only to wholly owned subsidiaries of USA.

- USA may pledge or hedge its preferred interests in the VUE Joint Venture,
but may not enter into any transaction which could result in the transfer
of its preferred interests or common interests to a third party.

- No transfer is permitted that would reasonably be expected to result in a
materially adverse tax consequence to any partner in the VUE Joint
Venture, or that would result in a violation of federal securities law.

Under the terms of the Transaction Agreement, Mr. Diller is permitted to
assign beneficial interests in the right to receive up to an aggregate of 10% of
his common interest in the VUE Joint Venture to up to four persons designated by
Mr. Diller prior to the closing of the transactions.

In the event that Universal transfers any portion of its common interest to
a third party, USA and Mr. Diller are entitled to participate in any such sale
on a pro rata basis and on the same terms and conditions as Universal.

ADDITIONAL COMMON INTERESTS IN THE VUE JOINT VENTURE

Subject to the restrictions on additional preferred interests described
above, the VUE Joint Venture may issue additional common interests at any time
(whether to existing partners or to third parties), and each of the VUE Joint
Venture's partners' common interests will be diluted pro rata by any third party
issuance of additional common interests in the VUE Joint Venture.
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For as long as USA and its affiliates own a common interest in the VUE Joint
Venture equal to or greater than 1%, and a put or call with respect to USA's
common interest has not been exercised, USA will have the right, but not the
obligation, to purchase for cash additional common interests in connection with
an issuance of additional common interests to Universal or any of its affiliates
so that USA and its affiliates maintain the same relative common interest in the
VUE Joint Venture that they had immediately prior to the issuance to Universal
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or its affiliates. In the event of any issuance of additional common interests
in the VUE Joint Venture, USA will have the right to exercise preemptive rights
to maintain a 1% common interest in the VUE Joint Venture.

TAX DISTRIBUTIONS

The VUE Joint Venture will make mandatory tax distributions to cover taxes
allocable to USA and its subsidiaries, Universal or Mr. Diller with respect to
the VUE Joint Venture's taxable income.

GOVERNANCE OF THE VUE JOINT VENTURE

Universal will control the VUE Joint Venture and USA will not be entitled to
any veto or consent rights other than as described under "--Negative Covenants."

CHAIRMAN AND CHIEF EXECUTIVE OFFICER OF THE VUE JOINT VENTURE

Mr. Diller will serve as the Chairman and Chief Executive Officer of the VUE
Joint Venture, at his will and at Vivendi's pleasure. Mr. Diller will have no
employment contract, and will receive no compensation for his service as the
Chairman and Chief Executive Officer of the VUE Joint Venture. The VUE Joint
Venture will pay or reimburse Mr. Diller and any other USA employee, if any, who
is an officer of the VUE Joint Venture for all out-of-pocket expenses directly
related to the performance of his duties as an officer of the VUE Joint Venture.

VUE JOINT VENTURE BOARD OF DIRECTORS

Universal may, at its election, appoint a board of directors or other
governing body to oversee the policy and operating procedures with respect to
the business and affairs of the VUE Joint Venture. In the event that Universal
appoints such a board, it will include Mr. Diller for so long as Mr. Diller
remains an officer of the VUE Joint Venture. If Mr. Diller is no longer an
officer of the VUE Joint Venture, for so long as USA has a common interest in
the VUE Joint Venture in excess of 1% and a put or call of USA's common interest
has not been exercised, the VUE Joint Venture board of directors will include
one person designated by USA and reasonably satisfactory to Universal.

CONTRIBUTIONS BY UNIVERSAL OF ASSETS TO THE VUE JOINT VENTURE

To the extent that Universal or an affiliate of Universal acquires assets or
equity securities of third parties engaged in the business of the VUE Joint
Venture or any related business, Universal or its affiliate may, upon receiving
the approval of the general partner of the VUE Joint Venture, elect to
contribute those assets or equity securities to the VUE Joint Venture in
exchange for cash or if otherwise permitted by the Partnership Agreement, a note
or common interests in the VUE Joint Venture, subject to USA's preemptive
rights, in each case equal to the value of the consideration paid by Universal
or its affiliate for the contributed assets or equity securities.

MR. DILLER'S AGREEMENT NOT TO COMPETE

Until the date that is the earlier of:

- the later of

—— the 18-month anniversary of the closing of the transactions; and

—— six months after Mr. Diller ceases to be chief executive officer of
the VUE Joint Venture; and

— the three-year anniversary of the closing of the transactions,
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Mr. Diller has agreed not to engage in or acquire any interest in any person
engaged in the following businesses:

- the operation, programming or delivery of any general or genre-based
entertainment television channel;

— the production and distribution of entertainment television programming
and feature films; and

- any other business conducted by the USA Entertainment Group or the
Universal Entertainment Group as of the closing of the transactions; and
any reasonably foreseeable entertainment-focused extensions of such
businesses that are programming or film oriented, other than in a
transactional context.

If, at any time following the 18-month anniversary of the closing,
Mr. Diller resigns as chief executive officer of the VUE Joint Venture for good
reason or is terminated as chief executive officer of the VUE Joint Venture
without cause, the non-competition restrictions with respect to Mr. Diller will
cease to apply.

Mr. Diller's agreement not to compete makes clear that he may engage in the
following businesses:

— television channels which are consumer transaction-oriented or which
provide informational services which lend themselves to commerce or which
otherwise serve as a means of introducing, starting or promoting
transactional services, including transaction-oriented television channels
whose primary focus is the provision of electronic retailing, auction
services or gaming/gambling services;

- electronic commerce; and

- retailing, information and services.

The agreement does not prevent Mr. Diller from:

— owning his interest in the VUE Joint Venture;

- owning interests in an entity engaged in the restricted business so long
as he does not serve as a director, officer, consultant, or employee of
that entity or otherwise engage in the management of such entity;

- engaging in charitable activities relating to the restricted business;

— owning interests in Vivendi as a result of the exercise of the put or call
relating to his common interest in the VUE Joint Venture; or

- remaining a director on any board of directors on which he currently sits.

MR. DILLER'S NON-SOLICITATION AGREEMENT

Until

- the

the date that is the earlier of:
later of
the 18-month anniversary of the closing of the transactions; and

six months after Mr. Diller ceases to be chief executive officer of
the VUE Joint Venture; and
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- the three-year anniversary of the closing of the transactions,
Mr. Diller has agreed, subject to specified exceptions, not to:
- solicit, recruit or hire any employees of the VUE Joint Venture;

- solicit or encourage any employee of the VUE Joint Venture to leave the
VUE Joint Venture;

— disclose any confidential information relating to the VUE Joint Venture;
or

— use such confidential information for his benefit or the benefit of
others.
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If, at any time following the 18-month anniversary of the closing of the
transactions, Mr. Diller ceases to be an officer of USA or any of its affiliates
or resigns as chief executive officer of the VUE Joint Venture for good reason
or is terminated as chief executive officer of the VUE Joint Venture without
cause, the non-solicitation restrictions with respect to Mr. Diller will cease
to apply.

CORPORATE OPPORTUNITY

If any of Universal, USA, Mr. Diller or any of their respective affiliates
acquires knowledge of a potential transaction or matter which may be an
investment or business opportunity or prospective economic advantage in which
the VUE Joint Venture could have an interest or otherwise is then exploiting any
such transaction or matter, the VUE Joint Venture will not have any interest in
such transaction or matter and will not have any expectation that such
transaction or opportunity be offered to it, except to the extent that such
corporate opportunity is expressly offered to such person in his or her capacity
as an officer of the VUE Joint Venture.

Except as otherwise provided under "--Transaction Agreement--USA Agreement
Not to Compete" and "--Partnership Agreement--Mr. Diller's Agreement Not to
Compete, "

- Universal, USA, Mr. Diller and their respective affiliates may engage or
invest in any business activity of any type or description, including
those that might be the same as or similar to the VUE Joint Venture's
business;

- neither the VUE Joint Venture nor any person beneficially owning common
interests in the VUE Joint Venture shall have any right in or to the
business activities or ventures described in the immediately preceding
bullet or to receive or share in any income or proceeds derived therefrom;
and

- the VUE Joint Venture will not have any interest or expectancy, and
specifically renounces any interest or expectancy, in any such business
activities or ventures.

AMENDED AND RESTATED GOVERNANCE AGREEMENT

GENERAL

On December 16, 2001, USA, Vivendi, Universal, Liberty and Mr. Diller
entered into an Amended and Restated Governance Agreement. The Amended and
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Restated Governance Agreement will be effective as of the closing of the
transactions and sets forth restrictions on the acquisition of additional equity
securities of USA and other conduct restrictions, in each case, applicable to
Vivendi and its affiliates. In addition, the Amended and Restated Governance
Agreement governs Vivendi's and Liberty's rights of representation on USA's
board of directors and Liberty's and Mr. Diller's rights to approve certain
actions by USA.

The Amended and Restated Governance Agreement amends and restates the
Governance Agreement, dated as of October 19, 1997, and provides for certain
amendments to the Investment Agreement, dated as of October 19, 1997, as amended
from time to time, eliminating preemptive rights held by Universal, but
retaining these rights for Liberty, as described in further detail below. The
existing Governance Agreement and Stockholders Agreement were entered into in
connection with the contribution by Universal of its domestic television
production businesses to USANi LLC (which transaction required the prior written
consent of Liberty and Mr. Diller) in exchange for an effective 45.8% interest
in USA and approximately $1.63 billion in cash. If the transactions are not
completed, the existing Governance Agreement will remain in place.
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RESTRICTIONS ON VIVENDI'S ACQUISITION OF ADDITIONAL EQUITY SECURITIES OF USA
AND OTHER RESTRICTIONS ON VIVENDI'S CONDUCT WITH RESPECT TO USA

Pursuant to the Amended and Restated Governance Agreement, Vivendi agreed
that it will not acquire the beneficial ownership of any additional equity
securities of USA until such time (the "Trigger Date") that the equity
securities beneficially owned by Vivendi represent less than 20% of the total
equity securities of USA. Following the Trigger Date, Vivendi will not acquire
beneficial ownership of any additional equity securities of USA if following
such acquisition Vivendi would beneficially own equity securities that represent
more than 20% of the total equity securities of USA. Generally, the restrictions
described in the preceding sentence will cease to apply upon the later of
(1) the CEO Termination Date (as defined in the Amended and Restated Governance
Agreement) or the date that Mr. Diller becomes disabled and (2) the date
following which Vivendi owns less than 10% of the total equity securities of
USA.

So long as the restrictions on Vivendi's right to acquire additional equity
securities of USA continue to apply, Vivendi has agreed not to:

- act, alone or in concert with others, to seek to affect or influence the
management, business or operations of USA;

- enter into any kind of arrangement, such as a proxy, with respect to the
voting of equity securities of USA;

- propose any merger or other business combination involving USA, provided
that discussions to that effect are not prohibited if Mr. Diller
participates;

- make or participate in a solicitation of proxies to vote equity securities
in USA;

- act, alone or in concert with others, for the purpose of acquiring voting
or selling equity securities in USA; or

request any amendment to or waiver of any of these covenants.

Except in connection with open market transactions, Vivendi is not entitled
to transfer to any single third party transferee, in the aggregate, 10% or more
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of the total equity securities of USA, unless Vivendi causes such third party
transferee to agree to the acquisition and conduct restrictions described above.

REPRESENTATION OF VIVENDI AND LIBERTY ON THE USA BOARD OF DIRECTORS

Under the terms of the Amended and Restated Governance Agreement,
immediately following the closing of the transactions:

- the USA board of directors will include Jean-Marie Messier, chairman of
the board and chief executive officer of Vivendi, and Philippe Germond,
chairman of the board and chief executive officer of Cegetel;

— Vivendi will continue to have the right to nominate up to two USA
directors so long as the number of equity securities of USA beneficially
owned by Vivendi is at least equal to 75% of the number of equity
securities of USA beneficially owned by Vivendi immediately following the
closing of the transactions (so long as Vivendi's ownership percentage is
at least equal to the lesser of (x) 15% of the total equity securities of
USA and (y) the percentage that is five percentage points less than the
percentage of the total equity securities of USA beneficially owned by
Vivendi immediately following the closing of the transactions); and

— Vivendi will have the right to nominate one USA director so long as
Vivendi beneficially owns a number of equity securities of USA at least
equal to 50% of the number of the equity securities of USA beneficially
owned by it immediately following the closing of the transactions (so long
as Vivendi owns at least equal to 10% of the total equity securities of
UsSAa) .
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Under the terms of the Amended and Restated Governance Agreement,
immediately following the closing of the transactions:

— the USA board of directors will include John C. Malone, chairman of the
board of directors of Liberty, and Robert R. Bennett, president and chief
executive officer of Liberty;

— Liberty will continue to have the right to nominate up to two USA
directors so long as the number of equity securities beneficially owned by
Liberty is at least equal to 75% of the number of equity securities of USA
beneficially owned by Liberty immediately following the closing of the
transactions (so long as Liberty's ownership percentage is at least equal
to the lesser of (x) 15% of the total equity securities of USA and
(y) the percentage that is five percentage points less than the percentage
of the total equity securities of USA beneficially owned by Liberty
immediately following the closing of the transactions);

— Liberty will have the right to nominate one USA director so long as
Liberty beneficially owns a number of equity securities of USA at least
equal to 50% of the number of the equity securities of USA beneficially
owned by it immediately following the closing of the transactions (so long
as Liberty owns at least 5% of the total equity securities of USA); and

— USA will use its reasonable best efforts to cause one of Liberty's
designees to be a member of a committee of the USA board of directors and,
to the extent the person designated by Liberty would qualify as a member
of the compensation committee of the USA board of directors under
applicable tax and securities laws and regulations, USA will seek to have
such person appointed to the compensation committee.

Pursuant to the terms of the Amended and Restated Governance Agreement, USA
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will cause each director that Vivendi or Liberty nominates to be included in the
slate of nominees recommended by the USA board of directors to USA's
stockholders for election as directors at each annual meeting of the
stockholders of USA and will use all reasonable efforts to cause the election of
each such director including soliciting proxies in favor of the election of such
persons.

CONTINGENT MATTERS

The Amended and Restated Governance Agreement lists fundamental actions that
require the prior consent of Liberty and Mr. Diller before USA can take any such
action. We refer to these fundamental actions as "Contingent Matters." In
connection with the transactions, Vivendi will surrender its existing veto
rights with respect to Contingent Matters. In addition, Liberty and Mr. Diller
agreed to significantly limit the Contingent Matters with respect to which they
are entitled to exercise veto rights under the current Governance Agreement.

For so long as

— in the case of Liberty, Liberty owns at least two-thirds of the number of
USA equity securities owned by it immediately after the closing of the
transactions so long as Liberty owns at least 5% of the total equity
securities of USA (the "Liberty Condition"), and

- in the case of Mr. Diller, he owns at least 20,000,000 USA common shares
(including options to purchase USA common shares, whether or not then
exercisable), continues to serve as chief executive officer of USA and has
not become disabled (the "Diller Condition," and together with the Liberty
Condition, the "Consent Conditions"),

USA has agreed that, without the prior approval of Liberty and/or Mr. Diller, as
applicable, it will not engage in any transaction that would result in Liberty
or Mr. Diller having to divest any part of their interests in USA or any other
material assets, or that would render any such ownership illegal or would
subject Mr. Diller or Liberty to any fines, penalties or material additional
restrictions or limitations. Liberty's and Mr. Diller's approval rights under
this provision are determined based on their respective ownership interests as
of the closing of the transactions.
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In addition, for so long as the Consent Conditions apply, if USA's "total
debt ratio" (as defined in the Amended and Restated Governance Agreement) equals
or exceeds 4:1 over a twelve-month period, USA may not take any of the following
actions without the prior approval of Liberty and Mr. Diller:

- acquire or dispose of any assets, issue any debt or equity securities,
repurchase any debt or equity securities, or incur indebtedness, if the
aggregate value of such transaction or transactions (alone or in
combination) during any six month period equals 10% or more of USA's
market capitalization;

— voluntarily commence any liquidation, dissolution or winding up of USA or
any material subsidiary;

- make any material amendments to the certificate of incorporation or bylaws
of USA;

— engage in any line of business other than media, communications and
entertainment products, services and programming, and electronic
retailing, or other businesses engaged in by USA as of the date of
determination;
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- adopt any stockholder rights plan that would adversely affect Liberty or
Mr. Diller, as applicable; or

— grant additional consent rights to a USA stockholder.
PREEMPTIVE RIGHTS

The Amended and Restated Governance Agreement eliminates Vivendi's
preemptive rights with respect to USA common shares contained in the Investment
Agreement, while preserving Liberty's existing preemptive rights with respect to
USA common shares.

In the event that USA issues or proposes to issue any shares of USA common
stock or Class B common stock (including shares issued upon exercise, conversion
or exchange of options, warrants and convertible securities), Liberty will have
preemptive rights that entitle it to purchase a number of USA common shares so
that Liberty will maintain the identical ownership interest in USA that Liberty
had immediately prior to such issuance or proposed issuance. Any purchase by
Liberty will be allocated between USA common stock and Class B common stock in
the same proportion as the issuance or issuances giving rise to the preemptive
right, except to the extent that Liberty opts to acquire shares of USA common
stock in lieu of shares of USA Class B common stock.

REGISTRATION RIGHTS

Vivendi, Liberty and Mr. Diller will be entitled to customary, transferable
registration rights with respect to shares of USA common stock (and in the case
of Vivendi, the warrants) owned by them as of the closing of the transactions or
acquired from USA in the future. Vivendi, Liberty and Mr. Diller will be
entitled to four, four and three demand registration rights, respectively. USA
will pay the costs associated with such registrations (other than underwriting
discounts, fees and commissions). USA will not be required to register shares of
USA common stock if a stockholder could sell the shares in the quantities
proposed to be sold at such time in one transaction under Rule 144 of the
Securities Act or under another comparable exemption from registration.

TERMINATION

Generally, the Amended and Restated Governance Agreement will terminate

- with respect to Vivendi, at such time that Vivendi beneficially owns USA
equity securities representing less than 5% of the total equity securities
of USA;

- with respect to Liberty, at such time that Liberty beneficially owns
equity securities representing less than 5% of the total equity securities
of USA; and

— with respect to Mr. Diller, at such time that the CEO Termination Date (as

defined in the Amended and Restated Governance Agreement) has occurred or
at such time as Mr. Diller becomes disabled.
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With respect to the provisions governing "Contingent Matters," such
provisions will terminate as to Mr. Diller and Liberty as set forth under
"-—Contingent Matters."

AMENDED AND RESTATED STOCKHOLDERS AGREEMENT

GENERAL
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On December 16, 2001, Vivendi, Universal, Liberty and Mr. Diller entered
into an Amended and Restated Stockholders Agreement, which will become effective
at the closing of the transactions and supersede the existing Stockholders
Agreement among Universal, Liberty, Mr. Diller, USA and Vivendi (as the
successor to The Seagram Company Ltd.), dated as of October 19, 1997. If the
transactions are not completed, the existing Stockholders Agreement will remain
in place.

CORPORATE GOVERNANCE

Each party to the Amended and Restated Stockholders Agreement has agreed to
vote against any Contingent Matter if Mr. Diller and Liberty do not approve the
Contingent Matter (and continue to have veto rights with respect to the
Contingent Matter under the Amended and Restated Governance Agreement).
Universal, Liberty and Mr. Diller have also agreed to vote all USA securities
over which they have voting control in favor of the Vivendi and Liberty
designees to the USA board of directors.

Each of Universal and Liberty has granted to Mr. Diller an irrevocable proxy
with respect to all USA securities owned by Universal and Liberty for all
matters, except, with respect to the proxy granted by Liberty, for Contingent
Matters to which Liberty has not consented, in each case so long as Mr. Diller
continues to own at least 20,000,000 USA common shares (including options). The
proxy will generally remain in effect until the earlier of (1) the CEO
Termination Date (as defined in the Amended and Restated Stockholders Agreement)
and (2) the date that Mr. Diller becomes disabled.

RESTRICTIONS ON TRANSFERS

Until the earlier of (1) the CEO Termination Date (as defined in the Amended
and Restated Stockholders Agreement) and (2) the date that Mr. Diller becomes
disabled, subject to the other provisions of the Amended and Restated
Stockholders Agreement, neither Liberty nor Mr. Diller can transfer shares of
USA common stock or USA Class B common stock, other than:

- transfers by Mr. Diller to pay taxes relating to the granting, vesting
and/or exercise of stock options to purchase shares of USA common stock;

- transfers to each party's respective affiliates;
- pledges relating to financings; and

- transfers of options or USA common shares in connection with "cashless
exercises" of Mr. Diller's options to purchase shares of USA common stock.

The restrictions on transfer are subject to a number of exceptions (which
exceptions are generally subject to the rights of first refusal described
below) :

— either of Liberty or Mr. Diller may transfer USA common shares to an
unaffiliated third party or Universal, subject to tag-along rights
described below;

— either of Liberty or Mr. Diller may transfer USA common shares so long as,
in the case of Mr. Diller, he continues to beneficially own at least
4,400,000 USA common shares (including stock options) and, in the case of
Liberty, Liberty continues to beneficially own 4,000,000 USA common
shares, and in the case of a transfer of an interest in, or USA common
shares held by, specified entitities referred to as the "BDTV Entities,"
after such transfer, Liberty, Universal and Mr. Diller collectively
control at least 50.1% of the total voting power of USA; and
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— either of Liberty or Mr. Diller may transfer USA common shares so long as
the transfer complies with the requirements of Rule 144 or Rule 145 under
the Securities Act, and, in the case of a transfer of an interest in, or
USA common shares held by, the BDTV Entities, after
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such transfer, Liberty, Universal and Mr. Diller collectively control at
least 50.1% of the total voting power of USA.

TAG-ALONG RIGHTS AND RIGHTS OF FIRST REFUSAL

Each of Mr. Diller and Liberty is entitled to a right to "tag-along" (I.E.,
participate on a pro rata basis) on sales by Mr. Diller or Liberty, as the case
may be, of USA common shares to any third party, including to Universal. Liberty
will not have a tag-along right in the event of:

- sales by Mr. Diller of up to 4,000,000 USA common shares within any
rolling twelve-month period;

- transfers by Mr. Diller to pay taxes relating to the granting, vesting
and/or exercise of stock options to purchase shares of USA common stock or
transfers in connection with "cashless exercises" of Mr. Diller's options
to purchase shares of USA common stock;

- specified "brokers' transactions," as defined under the Securities Act,
which we refer to as "market sales"; or

- generally, when Mr. Diller is no longer chief executive officer of USA.

Mr. Diller has a right of first refusal with respect to sales by Universal
of USA common shares. Mr. Diller will not have a right of first refusal in the
event of:

- transfers between affiliates of Vivendi;

- market sales of up to 1,000,000 USA common shares within any rolling
twelve-month period;

- transfers of up to 4,000,000 USA common shares within any rolling
twelve-month period; and

- transfers of USA common shares upon the exercise of a put or call of the
Class B preferred interest in the VUE Joint Venture.

Subject to Mr. Diller's right of first refusal, Liberty also has a right of
first refusal on any transfer of USA common shares by Universal with respect to
which Mr. Diller would have a right of first refusal.

Each of Mr. Diller and Liberty has a right of first refusal in the case of a
transfer by the other of USA common shares to a third-party unless:

— the transfer is permitted under the first paragraph of "--Restrictions on
Transfers";

- not more than 4,000,000 USA common shares are transferred within any
rolling twelve-month period; or

- less than 1,000,000 USA common shares are transferred within any rolling
twelve-month period through market sales.
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TRANSFERS OF SHARES OF USA CLASS B COMMON STOCK

If any of Universal, Liberty or Mr. Diller proposes to transfer shares of
USA Class B common stock, the other parties to the Amended and Restated
Stockholders Agreement are entitled to swap any shares of USA common stock they
own for such shares of USA Class B common stock (subject to the rights of first
refusal described above), Mr. Diller having the priority over Liberty in case of
transfers made by Universal. To the extent there remain shares of USA Class B
common stock that the selling stockholder would otherwise transfer to a third
party, such shares must first be converted into shares of USA common stock. This
restriction does not apply to, among other specified transfers, transfers among
the parties and their affiliates.

STANDSTILL IN FAVOR OF VIVENDI
Mr. Diller has agreed that, prior to the earliest of:
— the fourth anniversary of the closing of the transactions;

- the sale of all or substantially all of the assets of Vivendi to a third
party; and

— a merger or consolidation of Vivendi in which a majority of the shares of
the surviving entity are not held by the former shareholders of Vivendi,
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neither Mr. Diller nor his affiliates will take any of the following actions:

- acquire, agree to acquire or make any proposal to acquire beneficial
ownership of (1) voting securities that would result in Mr. Diller and his
affiliates collectively owning greater than 5% of the outstanding voting
securities of Vivendi or (2) any significant assets of Vivendi, in each
case other than indirectly through the acquisition of an entity that owns
Vivendi voting securities if Mr. Diller and his affiliates collectively
own less than 1% of that entity's total assets;

- act, alone or in concert with others, to seek to affect or influence the
control of the management or the board of directors of Vivendi or the
business, operations or policies of Vivendi;

- enter into any discussions, negotiations, arrangements, understandings or
agreements with any person regarding a business combination involving
Vivendi;

- make or participate in a solicitation of proxies to vote Vivendi's
securities;

- call a meeting of Vivendi shareholders; or

- create or join any kind of group (E.G., a voting trust) for the purpose of
acquiring Vivendi's voting securities.

TERMINATION OF AMENDED AND RESTATED STOCKHOLDERS AGREEMENT

Universal's rights and obligations under the Amended and Restated
Stockholders Agreement generally terminate at such time as Universal ceases to
have the right to designate directors of USA pursuant to the Amended and
Restated Governance Agreement.

Mr. Diller's and Liberty's rights and obligations under the Amended and
Restated Stockholders Agreement generally terminate at such time as, in the case
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of Mr. Diller, he no longer beneficially owns at least 4,400,000 USA common
shares (including stock options) and, in the case of Liberty, Liberty no longer
beneficially owns at least 4,000,000 USA common shares. Liberty's tag-along
rights and obligations terminate at such time as Liberty ceases to beneficially
own at least 5% of the total equity securities of USA.

In addition, Mr. Diller's rights under the Amended and Restated Stockholders
Agreement generally terminate if Mr. Diller no longer serves as the chief
executive officer of USA or if Mr. Diller has become disabled.

WARRANT AGREEMENT

In connection with the transactions, and in exchange for Universal agreeing
to enter into certain commercial arrangements and for other valuable
consideration, USA has agreed to issue to Universal upon closing of the
transactions warrants to purchase shares of USA common stock. The warrants will
be issued under a warrant agreement to be entered into prior to completion of
the transactions between USA and The Bank of New York, as warrant agent, a form
of which is attached to this proxy statement as Appendix E. Each warrant
entitles the holder to purchase one share of USA common stock at the applicable
exercise price, subject to customary adjustments to prevent dilution.

USA will issue the warrants in three tranches as follows:

NUMBER OF WARRANTS EXERCISE PRICE PER WARRANT
24,187,094..... $27.50
24,187,094..... $32.50
12,093,547..... $37.50

The exercise price must be paid in cash. Each warrant may be exercised on any
business day following the six-month anniversary of the closing of the
transactions until the tenth anniversary of its date of issuance. Any warrant
not exercised before the expiration of this period will become void, and all
rights of the holder of the warrant will cease. Holders of warrants will not be
entitled, by virtue of being such holders, to have any rights of holders of USA
common stock until they exercise their warrants.

The number of shares of USA common stock issuable upon exercise of the
warrants and the exercise price of the warrants will be subject to adjustment
from time to time upon the occurrence of
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any of the following events after the completion of the transactions: any stock
split; any stock consolidation, combination or subdivision; any stock dividend
or other distribution; and any repurchase, reclassification, recapitalization or
reorganization.

Neither the USA common stock issuable upon exercise of the warrants nor the
warrants will be registered under the Securities Act as of the closing of the
transactions. Universal has registration rights with respect to the warrants. In
addition, Universal may generally transfer the warrants and/or the shares of USA
common stock issuable upon exercise of the warrants, subject to the limitations
in the Amended and Restated Governance Agreement and the Amended and Restated
Stockholders Agreement. The issuance of USA common stock upon exercise of the
equity warrants issued to Universal is subject to Liberty's preemptive rights.
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VIVENDI/LIBERTY MERGER AGREEMENT

On December 16, 2001, Vivendi, Universal, Liberty and certain of their
affiliates entered into the Vivendi/Liberty Merger Agreement. None of USA or its
subsidiaries is a party to the Vivendi/Liberty Merger Agreement although the
Transaction Agreement provides that Liberty and Vivendi cannot amend the
Vivendi/Liberty Merger Agreement in certain ways without the approval of USA.
Under the Vivendi/Liberty Merger Agreement, among other things, affiliates of
Liberty will exchange 7,079,726 LLC shares for 7,079,726 shares of USA common
stock, following which the exchange agreement relating to the LLC shares will
terminate (except for the representations and warranties contained therein) and
the remaining LLC shares will no longer be exchangeable for shares of USA common
stock. Immediately following the completion of the share exchange and
termination, Vivendi and Liberty will complete specified transfers and mergers
that will result in the transfer from Liberty to Universal of 25,000,000 shares
of USA common stock, and to Vivendi entities holding 38,694,982 LLC shares, as
well as all of the assets and liabilities of Liberty Programming France, which
consist primarily of 4,921,250 shares of multiThematiques. In return, Vivendi
will issue 37,386,436 Vivendi ordinary shares to Liberty, which will be
delivered in the form of Vivendi ordinary shares.

Completion of the transfers specified in the Vivendi/Liberty Merger
Agreement is conditioned on the satisfaction of customary closing conditions,
including (1) the receipt of any regulatory consent or approval the failure of
which to obtain could have a material adverse effect, (2) the absence of any law
or judgment or any other legal restraint or prohibition preventing the
completion of the transactions under the Vivendi/Liberty Merger Agreement,

(3) the accuracy of specified representations and warranties, (4) the
performance of specified obligations and covenants and (5) satisfaction of the
conditions to completion of the transactions specified in the Transaction
Agreement and the concurrent completion of those transactions. In turn,
completion of the transactions contemplated by the Transaction Agreement is
conditioned on completion of the transactions contemplated by the Vivendi/
Liberty Merger Agreement. In the event that the closing of the transactions will
be significantly delayed by the inquiry of any regulatory body reviewing the
multiThematiques transaction, Vivendi and Liberty will negotiate in good faith
to amend the Vivendi/Liberty Merger Agreement to avoid delaying the closing of
the transactions, and Vivendi and Liberty are required to execute such amendment
if it provides to Liberty the economic benefits of the multiThematiques
transaction.
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INTERESTS OF OFFICERS AND DIRECTORS IN THE TRANSACTIONS

When considering the recommendation of the USA board of directors, you
should be aware that the USA officers and directors may have interests in the
transactions that are different from or are in addition to yours. The special
committee and the USA board of directors were aware of these interests and
considered them, among other matters, in approving the transactions. These
interests are described below.

MR. DILLER

Mr. Diller will become chairman and chief executive officer of the VUE Joint
Venture in addition to remaining chairman and chief executive officer of USA. In
consideration of his assuming these new roles with the VUE Joint Venture and his
agreeing to the specified non-competition provisions with respect to the VUE
Joint Venture contained in the Partnership Agreement, Mr. Diller will receive a
common interest in the VUE Joint Venture with a 1.5% profit sharing percentage.
For a description of Mr. Diller's common interest in the VUE Joint Venture, see
"The Transaction Documents--Partnership Agreement--Mr. Diller's Common

93



Edgar Filing: USA NETWORKS INC - Form PRES14A

Interest."
VIVENDI BOARD DESIGNEES

The USA board of directors includes four representatives from Vivendi. In
connection with the transactions, USA will grant to Universal, a subsidiary of
Vivendi, warrants to purchase 60,467,735 shares of USA common stock and, more
generally, Vivendi is a party to the transactions. For a description of the
warrants that USA has agreed to issue to Universal, see "The Transaction
Documents—-Warrant Agreement." In addition, Vivendi and its subsidiaries will
own 93.06% of the common interests in the VUE Joint Venture to which USA is
contributing the USA Entertainment Group. The Vivendi representatives on the USA
board of directors did not participate in the USA board meetings relating to
transactions.

LIBERTY BOARD DESIGNEES

The USA board of directors includes two representatives from Liberty. In
connection with the transactions, Liberty will transfer to Universal 25,000,000
USA common shares and to Vivendi entities holding 38,694,982 LLC shares, as well
as the assets and obligations of Liberty Programming France (which consist
primarily of 4,921,250 shares of multiThematiques), in exchange for 37,386,436
Vivendi ordinary shares.

INTERESTS IN USA SECURITIES AND OPTIONS

As of the record date, the executive officers and directors of USA and their
affiliates beneficially owned USA common shares as set forth under "Stock
Ownership of Management and Directors."
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STOCK OWNERSHIP OF MANAGEMENT AND DIRECTORS

USA COMMON STOCK

The following table presents, as of December 31, 2001, information relating

to the beneficial ownership of USA's common stock by (1) each person known by
USA to own beneficially more than 5% of the outstanding shares of USA's common

stock, (2) each director of USA, (3) each of the chief executive officer and the
four other most highly compensated executive officers of USA who served in such
capacities as of December 31, 2001 (the "Named Executive Officers"), and

(4) all executive officers and directors of USA as a group. The table also
presents, as of December 31, 2001, information relating to the beneficial
ownership of shares of Class A common stock of Hotel Reservations

Network, Inc., a subsidiary of USA ("HRN"), shares of Class A common stock of
Styleclick, Inc., a subsidiary of USA ("Styleclick"), and shares of Class B
common stock of Ticketmaster, a subsidiary of USA ("TM"), by (1) each director

of USA, (2) each of the Named Executive Officers, and (3) all executive officers
and directors of USA as a group.

Unless otherwise indicated, beneficial owners listed here may be contacted
at USA's corporate headquarters address, 152 West 57th Street, New York, New
York 10019. For each listed person, the number of shares of USA common stock,
HRN Class A common stock, Styleclick Class A common stock, TM Class B common
stock and the percent of each such class listed assumes the conversion of any
shares of USA Class B common stock, HRN Class B common stock, Styleclick
Class B common stock and TM Class A common stock owned by such person, but does
not assume the conversion of those shares owned by any other person. Shares of
USA Class B common stock may at the option of the holder be converted on a
one-for-one basis into shares of USA common stock. Shares of HRN Class B common
stock may at the option of the holder be converted on a one-for-one basis into
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shares of HRN Class A common stock. Shares of Styleclick Class B common stock
may at the option of the holder be converted on a one-for-one basis into shares
of Styleclick Class A common stock. Shares of TM Class A common stock may at the
option of the holder be converted on a one-for-one basis into shares of TM

Class B common stock. Under the rules of the Securities and Exchange Commission,
a person is deemed to be a beneficial owner of a security if that person has or
shares voting power, which includes the power to vote or to direct the voting of
such security, or investment power, which includes the power to dispose of or to
direct the disposition of such security. A person is also deemed to be the
beneficial owner of any securities of which that person has the right to acquire
beneficial ownership within 60 days. Under these rules, more than one person may
be deemed to be a beneficial owner of the same securities and a person may be
deemed to be a beneficial owner of securities as to which that person has no
economic interest. For each listed person, the number of shares and percent of
class listed includes shares of USA common stock, HRN Class A common stock,
Styleclick Class A common stock and TM Class B common stock that may be acquired
by such person upon exercise of stock options that are or will be exercisable
within 60 days of December 31, 2001.

The percentage of votes for all classes of USA common stock is based on one
vote for each share of USA common stock and ten votes for each share of USA
Class B common stock. As of December 31, 2001, there were outstanding no shares
of USA preferred stock. These figures do not include any unissued shares of USA
common stock or USA Class B common stock issuable upon conversion of Liberty's
Home Shopping Network, Inc. ("Holdco") shares and LLC shares beneficially owned
by Liberty and Vivendi. The percentage of votes for all classes of HRN common
stock is based on one vote for each share of HRN Class A common stock and 15
votes for each share of HRN Class B common stock. The percentage of votes for
all classes of Styleclick common stock is based on one vote for each share of
Styleclick Class A common stock and 15 votes for each share of Styleclick
Class B common stock. The percentage of votes for all classes of TM common stock
is based on 15 votes for each share of TM Class A common stock and one vote for
each share of TM Class B common stock.
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NUMBER OF PERCENT OF
NAME AND ADDRESS OF BENEFICIAL OWNER TITLE OF CLASS SHARES CLASS
Capital Research & Management Co. .. USA common 21,988,530(1) 7.0%
333 South Hope Street
Los Angeles, CA 90071
Liberty Media Corporation.......... USA common 74,442,234 (2) 20.4%
12300 Liberty Boulevard
Englewood, CO 80112
Vivendi Universal, S.A. ........... USA common 31,611,308 (3) 9.6%
42, Avenue de Friedland
75380 Paris cedex 08/France
Barry Diller. ... ..t iiiiieeeeennnnn USA common 155,445,880 (2) (4) 36.6%
HRN Class A -—(5) *
Styleclick Class A -—(6) *
T™M Class B -—(7) *
Paul Allen. ..ttt eieteeeeeeneenenn USA common 20,022,360(8) 6.4%
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Robert R. Bennett..................

Edgar J. Bronfman, Jr..............

Anne M. Busquet

Julius Genachowski.................

Philippe Germond.........cccvvvuvnn..

Victor A. Kaufman..................

Donald R. Keough...................

NAME AND ADDRESS OF BENEFICIAL OWNER

Georg Kofler...

Marie-Josee Kravis.........oooeo...

HRN Class A
Styleclick Class A
T™ Class B

USA common

HRN Class A
Styleclick Class A
T™M Class B

USA common

HRN Class A
Styleclick Class A
T™ Class B

USA common

HRN Class A
Styleclick Class A
T™ Class B

USA common

HRN Class A
Styleclick Class A
T™ Class B

USA common

HRN Class A
Styleclick Class A
T™ Class B

USA common

HRN Class A
Styleclick Class A
T™ Class B

USA common

HRN Class A
Styleclick Class A
T™M Class B
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TITLE OF CLASS

USA common

HRN Class A
Styleclick Class A
T™M Class B

USA common

HRN Class A
Styleclick Class A
T™M Class B

USA common
HRN Class A

105,622 (9)

26,096 (22)

NUMBER OF
SHARES

357,266(14)
32,299(15)

500

1,600,000(16)

*

* % ok of * % o ot * % ok o * % o ot * % ok o * % o of

* % ok of

PERCENT
CLASS

* % ok of

* % ok of

*
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Styleclick Class A -
T™M Class B -

Pierre LeSCUTL . i i v vttt eeeeeennnnn USA common -

HRN Class A -
Styleclick Class A -
T™M Class B -

John C. Malone. .....ouieieeneenennnn USA common -—(22)

HRN Class A -
Styleclick Class A -
T™M Class B -

Jean—-Marie Messier ................ USA common ——

HRN Class A -
Styleclick Class A -
T™ Class B -

William D. SAVOY . e et v v v e ennnnnnns USA common 58,332 (17)

Gen.

HRN Class A -
Styleclick Class A -
TM Class B 14,166(18)

H. Norman Schwarzkopf......... USA common 164,332(19)
HRN Class A -
Styleclick Class A -
TM Class B -

Michael Sileck......oiiiiiiiinennn. USA common 173,333(20)

HRN Class A -
Styleclick Class A -
T™ Class B -

Diane Von Furstenberg.............. USA common 13,3

All

Styleclick Class A

32(21)
HRN Class A -—(21)
-—(21)
TM Class B ——(21)

executive officers and directors

as a group (19 persons)......... USA common 179,639,445

HRN Class A 32,299
Styleclick Class A -
™™ Class B 120,988

The percentage of shares beneficially owned does not exceed 1% of the class.
78

Based upon information filed with the Securities and Exchange Commission by
Capital Research & Management Co. as of December 31, 2001.

Consists of 24,838,738 shares of USA common stock and 756,644 shares of USA
Class B common stock held by Liberty and 44 shares of USA common stock held
collectively by the BDTV Entities and 8,000,000, 31,236,444, 8,010,364 and
1,600,000 shares of USA Class B common stock held by BDTV Inc., BDTV

IT Inc., BDTV III Inc. and BDTV IV Inc. (collectively, the "BDTV Entities"),
respectively. Does not include 77,394,771 shares of USA common stock or
1,596,544 shares of USA class B common stock issuable upon conversion of
Holdco shares and LLC shares beneficially owned by Liberty. Mr. Diller owns

41.

*

* % ok of * % ok of * % ok of * % ok o * % ok ot * % ok of * % o of

* X X O
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97



(10)

(13)

Edgar Filing: USA NETWORKS INC - Form PRES14A

all of the voting stock of the BDTV Entities and Liberty owns all of the
non-voting stock, which non-voting stock represents in excess of 99% of the
equity of the BDTV Entities. Pursuant to the Stockholders Agreement,

Mr. Diller generally has the right to vote all of the shares of USA common
stock and USA Class B common stock held by Liberty and the BDTV Entities.

Consists of 18,181,308 shares of USA common stock and 13,430,000 shares of
USA Class B common stock held by Vivendi. Does not include 135,591,530
shares of USA common stock or 146,570,000 shares of USA Class B common stock
issuable upon conversion of LLC shares beneficially owned by Vivendi.
Pursuant to the Stockholders Agreement, Mr. Diller generally has the right
to vote all of the shares of USA common stock and USA Class B common stock
held by Vivendi.

Consists of 2,016,908 shares of USA common stock owned by Mr. Diller,
options to purchase 47,120,888 shares of USA common stock granted under
USA's stock option plans, 254,542 shares of USA common stock held by a
private foundation as to which Mr. Diller disclaims beneficial ownership, 44
shares of USA common stock and 48,846,808 shares of USA Class B common stock
held by the BDTV Entities, 24,838,738 shares of USA common stock and 756, 644
shares of USA Class B common stock which are held by Liberty, and 18,181,308
shares of USA common stock and 13,430,000 shares of USA Class B common
stock, which are held by Universal and otherwise beneficially owned by
Vivendi, as to which Mr. Diller has general voting authority under the
Stockholders Agreement. Excludes options to purchase 13,332 shares of USA
common stock held by Ms. Von Furstenberg, as to which Mr. Diller disclaims
beneficial ownership. Ms. Von Furstenberg is Mr. Diller's wife.

Excludes 38,999,100 shares of HRN Class B common stock owned by USA, as to
which Mr. Diller disclaims beneficial ownership. These shares are
convertible into an equal number of shares of HRN Class A common stock.

Excludes 23,153,713 shares of Styleclick Class B common stock owned by USA,
as to which Mr. Diller disclaims beneficial ownership. These shares are
convertible into an equal number of shares of Styleclick Class A common
stock.

Excludes 42,480,143 shares of TM Class A common stock and 53,302,401 shares
of TM Class B common stock owned by USA, as to which Mr. Diller disclaims
beneficial ownership. The shares of TM Class A common stock are convertible
into an equal number of shares of TM Class B common stock.

Consists of 19,954,028 shares of USA common stock and options to purchase
68,332 shares of USA common stock granted under USA's stock option plans.

Consists of 95,622 shares of TM Class B common stock held by Mr. Allen and
10,000 shares of TM Class B common stock held by Vulcan Ventures, Inc.

Consists of 4,000 shares of USA common stock and options to purchase 13,332
shares of USA common stock granted under USA's stock option plans.

Consists of 12,841 shares of USA common stock, 25,000 shares of USA
restricted stock and options to purchase 163,333 shares of USA common stock
granted under USA's stock option plans.

Consists of 45,000 shares of USA restricted stock and options to purchase
1,312,000 shares of USA common stock granted under USA's stock option
plans.
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Consists of 84,676 shares of USA common stock and options to purchase
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118,332 shares of USA common stock granted under USA's stock option plans.
Excludes shares of USA common stock beneficially owned by Allen & Co., for
which Mr. Keough serves as Chairman. Mr. Keough disclaims beneficial
ownership of such shares.

Consists of 10,183 shares of USA common stock, 45,000 shares of USA
restricted stock and options to purchase 302,083 shares of USA common stock
granted under USA's stock option plans.

Consists of options to purchase 32,299 shares of HRN Class A common stock
granted under HRN's stock option plans.

Consists of options to purchase 1,600,000 shares of USA common stock
granted under USA's stock option plans.

Consists of 10,000 shares of USA common stock and options to purchase
48,332 shares of USA common stock granted under USA's stock option plans.

Consists of 10,000 shares of TM Class B common stock and options to
purchase 4,166 shares of TM Class B common stock granted under TM's stock
option plans.

Consists of options to purchase 164,332 shares of USA common stock granted
under USA's stock option plans.

Consists of 15,000 shares of USA restricted stock and options to purchase
158,333 shares of USA common stock granted under USA's stock option plans.

Consists of options to purchase 13,332 shares of USA common stock granted
under USA's stock option plans. Excludes shares beneficially owned by

Mr. Diller, as to which Ms. Von Furstenberg disclaims beneficial ownership.
Ms. Von Furstenberg is Mr. Diller's wife.

Mr. Bennett and Mr. Malone became directors of USA on October 25, 2001.
Excludes shares beneficially owned by Liberty, as to which Messrs. Bennett
and Malone disclaim beneficial ownership.
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USA CLASS B COMMON STOCK

The following table presents, as of December 31, 2001, information relating

to the beneficial ownership of USA's Class B common stock:

NAME AND ADDRESS OF BENEFICIAL OWNER NUMBER OF SHARES

Barry Diller (L) vttt ettt ettt et e ettt e e ettt 63,033,452
c/o USA Networks, Inc.

152 West 57th Street

New York, NY 10019

Liberty Media Corporation(l) (2) « ..t iim e et eeeeneennn 49,603,452
12300 Liberty Boulevard
Englewood, CO 80112

BDTV ENCities (2) vu ittt ittt et e ettt e ettt e e et eaeeeeeans 48,846,808
(includes BDTV INC.,

BDTV ITI INC., BDTV III INC.

and BDTV IV INC.)

PERCENT OF CLASS

78.7%

77.5%
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8800 West Sunset Boulevard
West Hollywood, CA 90069

Vivendl Universal, S.A. (1) (3) c vt iu ittt ittt eeeeneeneennenn 13,430,000
42, avenue de Friedland
75380 Paris cedex 08/France

(1) These figures do not include shares of Class B common stock issuable upon
conversion of Liberty's Holdco shares and shares of USA Class B common stock
issuable upon conversion of Vivendi's LLC shares.

(2) Liberty holds 756,644 shares of USA Class B common stock and the BDTV
Entities hold 48,846,808 shares of USA Class B common stock. Mr. Diller owns
all of the voting stock of the BDTV Entities and Liberty owns all of the
non-voting stock, which non-voting stock represents in excess of 99% of the
equity of the BDTV Entities. Pursuant to the Stockholders Agreement,

Mr. Diller generally has the right to vote all of the USA shares, including
shares of USA Class B common stock held by Liberty and the BDTV Entities.

(3) Mr. Diller generally votes all of the shares held by Vivendi under the terms
of the Stockholders Agreement.
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UNAUDITED PRO FORMA COMBINED CONDENSED FINANCIAL STATEMENTS OF USA

In the tables below, we provide you with unaudited pro forma combined
condensed financial information for USA giving effect to the contribution of the
USA Entertainment Group to the VUE Joint Venture, USA's acquisition of Expedia
and other transactions completed by USA during the year ended December 31, 2000
and during the nine months ended September 30, 2001.

The other transactions entered into by USA in 2000 and 2001 include:

- on April 5, 2000, USA acquired Precision Response Corporation ("PRC"), a
leader in outsourced customer care for both large corporations and high
growth internet-focused companies;

- on July 27, 2000, USA and Styleclick.com Inc. completed the merger of
Internet Shopping Network and Styleclick.com, forming a new company named
Styleclick, Inc.; and

- on January 31, 2001, Ticketmaster Online-CitySearch, Inc. ("TMCS") and
Ticketmaster Corporation, both of which are subsidiaries of USA, completed
a transaction which combined the two companies.

The pro forma combined condensed financial statements of USA reflect some
assumptions regarding the transactions and are based on the historical financial
statements of USA. The combined condensed financial statements of USA, including
the notes accompanying them, are qualified in their entirety by reference to,
and should be read in conjunction with, USA's audited and unaudited financial
statements, including the notes accompanying them, which are incorporated by
reference into this proxy statement.

The pro forma combined condensed balance sheet as of September 30, 2001
gives effect to the disposition of the USA Entertainment Group and the
acquisition of Expedia as 1f those transactions had occurred on September 30,
2001.

21.3%
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The pro forma combined condensed statement of operations for the nine months
ended September 30, 2001 reflects USA's unaudited statements of operations for
the nine months ended September 30, 2001, adjusted for the pro forma effects of
the disposition of the USA Entertainment Group, the acquisition of Expedia, as
well as the completion of the other USA transactions described above, as if such
transactions had occurred as of January 1, 2000.

The pro forma combined condensed statement of operations for the year ended
December 31, 2000 reflects USA's audited statements of operations for the year
ended December 31, 2000 and Expedia's results for the twelve months ended
December 31, 2000, adjusted for the pro forma effects of the contribution of the
USA Entertainment Group to the VUE Joint Venture, the acquisition of Expedia, as
well as the completion of the other USA transactions described above, as if such
transactions had occurred as of January 1, 2000.

USA is in the process of evaluating the fair value of Expedia's assets
acquired and liabilities assumed in order to make a final allocation of the
excess purchase price, including allocation to intangibles other than goodwill.
Accordingly, the purchase accounting information is preliminary and has been
made solely for the purpose of developing such unaudited pro forma combined
condensed financial information. Statement of Financial Accounting Standards
No. 142, "Goodwill and Other Intangible Assets," provides that goodwill
resulting from a business combination completed subsequent to June 30, 2001 will
not be amortized but instead is required to be tested for impairment at least
annually.

THE PRO FORMA COMBINED CONDENSED BALANCE SHEET AND STATEMENTS OF OPERATIONS
ARE NOT NECESSARILY INDICATIVE OF THE RESULTS OF OPERATIONS OR FINANCIAL
POSITION, WHICH ACTUALLY WOULD HAVE BEEN REPORTED HAD THESE TRANSACTIONS
OCCURRED AS OF SEPTEMBER 30, 2001 OR AS OF JANUARY 1, 2000, NOR ARE THEY
NECESSARILY INDICATIVE OF USA'S FUTURE FINANCIAL RESULTS OF OPERATIONS.
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USA NETWORKS, INC.
UNAUDITED PRO FORMA COMBINED CONDENSED BALANCE SHEET
SEPTEMBER 30, 2001
(IN THOUSANDS)

EXPEDIA USA ASSETS
USA ADJUSTED (1) CONTRIBUTED (2)
ASSETS
Current Assets:
Cash and short-term investments... $ 899,759 $ 197,801 S 36,703
Restricted cash....... ... ... 5,285 - -
Marketable securities............. 143,676 —— ——
Accounts and notes receivable,
0T O 1,281,711 18,425 (424,780)
Inventories, net........c.ciiiu... 445,628 —— (228,894)
OLher. . vttt it it ettt e eeeeann 132,692 27,419 (13,219)
Total current assets............ 2,908,751 243,645 (630,190)
Property, plant and equipment,
0T O 419,825 16,120 (36,128)
Intangible assets including
goodwill, net.......oueuueeeeenn. 7,345,565 1,558,979 (3,997,174)
Cable distributions fees, net..... 148,449 —— (244)

PRO FORMA
ADJUSTMENTS

1,618,710
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Long-term investments.............
Preferred interest exchangeable
for common stock................
Advance to Universal..............
Inventories, net........c.ciio...
Deferred charges and other........

Total assets. ..

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Current maturities of long-term

Accounts payable, accrued and

other current liabilities.......
Accounts payable, client

ACCOUNE S . vttt ittt ittt e
Obligations for program rights and

film costsS. ettt
Deferred revenue........oeeeeeenn.
Cable distribution fees payable...
Other accrued liabilities.........

Total current liabilities.......
Long-term obligations, net of
current maturities..............
Obligation for program rights and
film costs..iiii it
Other long-term liabilities.......
Minority interest.............. ...
Common stock exchangeable for
preferred interest..............
Stockholders' equity..............

Total liabilities and
stockholders' equity..........

190,142

39,848
518,545
116,782

$ 41,772
254,721
118,095
293,004
141,736

33,556
778,646

545,584
325,303

218,514
4,943,105
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USA NETWORKS, INC.
UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31,

(IN THOUSANDS,

NET REVENUES:
USA ENTERTAINMENT
Cable and studios................
Emerging networks................
Filmed entertainment.............
USA ELECTRONIC RETAILING
Electronic retailing.............
USA INFORMATION AND SERVICES

USA

HISTORICAL

$1,530,464

20,332
86,084

1,778,986

2000
EXCEPT PER SHARE DATA)

OTHER

TRANSACTIONS (6)

(518,545)
(144,111)

1,750,000 (

1,347,646 (

$ (559)

(13,357)

(289,097)
(54,322)

(158, 746)

(516,081)
(400)
(323,801)

(63,643)
(4,030,385)

(392,082)

1,203,775

1,347,646 (
2,164,935

EXPEDIA

ADJUSTED (1)

USA ASSE
CONTRIBUTE

$(1,530,4
(20, 3
(86,0
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CitySearch and related...........
Electronic commerce solutions....
Styleclick. ...,

Total net revenuesS.............

Operating costs and expenses:

Cost of sales and program

Amortization of cable
distribution fees..............
Non-cash distribution and
marketing expense..............
Non-cash compensation expense....
Depreciation and
amortization (7) « v,

Total operating costs and
EXPENSES e ittt ittt

Operating income (loss)........
Interest income (expense), net...
Gain on sale of subsidiary

Earnings before income taxes and

minority interest............. ...

Income tax (expense) benefit.......
Minority interest............. .. ...

EARNINGS (LOSS) FROM CONTINUING

OPERATIONS. . ..ottt ittt i iie e e e

Discontinued operations, net of

NET EARNINGS (LOSS) BEFORE

PREFERRED STOCK DIVIDEND.........

Preferred stock dividends..........

NET EARNINGS (LOSS) AVAILABLE TO

COMMON STOCKHOLDERS..............

Loss per common share from

Continuing operations
Basic and diluted................

Net loss per common share before

preferred stock dividend
Basic and diluted................

Net loss available to common

stockholders
Basic and diluted................

Weighted average shares

518,565 -
327,977 -
212,471 69,649
29,123 -
50,889 -
24,293 -
22,308 1,889
4,601,492 71,538
2,072,901 54,489
1,730,789 18,553
36,322 -
11,512 -
693, 642 16,133
4,545,166 89,175
56,326 (17,637)
(34,218) (740)
108,343 -
(59,0406) (2)
71,405 (18,379)
(112,869) 9,948
(47,124) (34,151)
(88,588) (42,582)
(59,395) -
(147,983) (42,582)
$ (147,983) $(42,582)
$ (0.25)
$ (0.41)
$ (0.41)

63,503
132,095

(169,506)
4,461

(123, 350)
(13,059)

(759, 8
(343, 0
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Aing..vii it e 359,688

average diluted shares
ding. ..ottt e . 359,688
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USA NETWORKS, INC.

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF OPERATIONS

NINE MONTHS ENDED SEPTEMBER 30, 2001
(IN THOUSANDS, EXCEPT PER SHARE DATA)

USA OTHER
HISTORICAL TRANSACTIONS (6)

UES:
ERTAINMENT
nd studios.......iii.. $1,280,065 S -
g networks........oeiin.. 18,125 -
entertainment.............. 129,562 -
CTRONIC RETAILING
nic retailing.............. 1,364,248 -
ORMATION AND SERVICES
ng operations.............. 447,904 -
........................... 394,830 -
ViCeS .t ittt e e e 228,926 ——
........................... 31,686 -
rch and related............ 35,852 -
nic commerce solutions..... 15,560 -
10K e et e e e e e 7,358 -
gment elimination.......... (10, 659) -
net revenues.............. 3,943,457 ——
COSTS AND EXPENSES

sales and program costs... 1,809,063 -
[ =3 o= T 1,457,513 ——
ation of cable distribution
........................... 29,384 -
ation of non-cash
nsation.......c.uiiiiiiia.. 5,431 ——
h distribution and
ting expense........cco... 19,866 -
ation and

ization (7) coe e i i i i i 427,077 ——
operating costs and
NS S e vttt ettt 3,748,334 ——
ting income (loss)......... 195,123 —=
t income (expense), net.... (34,462) ——
ANEOUS + v v e et et e et e eeeeenenn (33,196) ——

(loss) before income taxes

EXPEDIA
ADJUSTED (1)

67,535

(23,487)
3,110

USA ASSETS
CONTRIBUTED (2)

$(1,280,065)
(18,125)
(129,562)

(690, 381)
(254,529)

(382,056)
24,259
7,789
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and minority interest............. 127,465 —— (20,377) (350,008)
Income tax (expense) benefit........ (71,191) 1,005 —— 12,736
Minority interest........... ..., (124,378) (3,148) 5,148 178,193

EARNINGS (LOSS) FROM CONTINUING
OPERATIONS . & i ittt ettt et e eeeeeaen (68,104) (2,143) (15,229) (159,079)
Discontinued operations:
Gain on disposal of broadcasting
stations, net of tax............ 517,847 —— —— -

Earnings (loss) before cumulative

effect of accounting change....... 449,743 (2,143) (15,229) (159,079)
Cumulative effect of accounting
change, net of tax................ (9,187) —— —— 9,187

NET EARNINGS (LOSS) BEFORE PREFERRED

STOCK DIVIDEND. & v vttt teeenennnnnn 440,556 (2,143) (15,229) (149,892)
Preferred stock dividends........... - - (9,795) -
NET EARNINGS (LOSS) AVAILABLE TO

COMMON STOCKHOLDERS...........c... S 440,556 $(2,143) $(25,024) S (149,892)
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USA NETWORKS, INC.
UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF OPERATIONS (CONTINUED)

NINE MONTHS ENDED SEPTEMBER 30, 2001
(IN THOUSANDS, EXCEPT PER SHARE DATA)

USA OTHER EXPEDIA USA ASSETS
HISTORICAL TRANSACTIONS (6) ADJUSTED (1) CONTRIBUTED (2)

Loss per common share from

Continuing operations

BAS i e vt it ettt S (0.18)

Diluted. . vttt et e e e e S (0.18)
Earnings per common share before

cumulative effect of accounting

change

BaASIC. ittt it e e e e S 1.21

Diluted. ..o uir ittt ii e $ 0.70
Net earnings per common share before

preferred stock dividend

BaASIC. ittt it e e e S 1.18

Diluted. ..ottt ii e $ 0.69
Net earnings available to common

stockholders

BaASIC. ittt it e e e S 1.18
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Diluted. vttt ittt e e S 0.69

Weighted average shares
outstanding...........iiii. .. 373,227

Weighted average diluted shares
outstanding............iiii... 759,661

(1)
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NOTES TO UNAUDITED PRO FORMA COMBINED CONDENSED FINANCIAL STATEMENTS
(IN THOUSANDS, EXCEPT PER SHARE DATA)

Represents the financial position and results of operations for Expedia
based on historical information of Expedia combined with the pro forma
effects of the Expedia transaction and the results of transactions completed
by Expedia in the 12 months ended December 31, 2000. Adjustments to reflect
the pro forma effects of the Expedia transaction include allocation of the
merger consideration, elimination of Expedia's historical equity,
recognition of the 1.99% preferred stock dividend relating to the USA
preferred stock issued to former Expedia shareholders, and recognition of
the minority interest in the financial position and results of operations of
Expedia based upon a 74.7% equity ownership by USA of Expedia. The
transactions completed by Expedia consist of the acquisition of Travelscape
and Vacation Spot on March 17, 2000. See USA's Registration Statement on
Form S-4 (File No. 333-68120) filed on August 22, 2001, as amended, for more
information on these transactions.

The acquisition costs and the preliminary determination of the unallocated
excess of Expedia merger consideration over net assets acquired are set
forth below:

Value of equity securities expected to be issued by USA..... $1,596,250
Contribution in lieu of National Leisure Group, Inc.
() o i X o 20,000

Estimated transaction COStsS. ..t ittt ittt ittt et e teeeenn 10,000

Total acquUisition COSTS. ittt ittt e ettt et ee et eeaeenns 1,626,250
Less: majority ownership portion of net tangible assets
F= K@ 16 i o T O 175,446

Unallocated excess of merger consideration over assets
acquired preliminarily allocated to goodwill.............. $1,450,804

(2)

Reflects USA's distribution of ownership interests in the USA Entertainment
Group to Universal and USA's contribution of ownership interests in the USA
Entertainment Group to the VUE Joint Venture.

Reflects the consideration received by USA in connection with its
contribution to the VUE Joint Venture, including approximately

$1.62 billion of cash, a $750 million initial face value Class A preferred
interest in the VUE Joint Venture, a $1.75 billion initial face value

Class B preferred interest in the VUE Joint Venture and a 5.44% common
interest in the VUE Joint Venture. Commencing on the 20th anniversary of the
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completion of the transactions, USA's $1.75 billion face value Class B
preferred interest in the VUE Joint Venture is puttable and callable at its
then accreted face value for up to approximately 56.6 million USA common
shares held by Universal. At the election of Universal, USA common shares to
be received by USA pursuant to the put or call can be substituted with cash
equal to the market value of such shares. If cash is substituted, it is
USA's intention to repurchase shares with the proceeds. The pro forma
financial statements do not reflect the application of cash proceeds
received by USA from Vivendi to reduce outstanding debt and associated
interest expense.

Reflects the preliminary estimate of deferred taxes associated with the
contribution of businesses to the VUE Joint Venture and the receipt of
consideration by USA in the form of a cash distribution from the VUE Joint
Venture and the issuance of equity securities in the VUE Joint Venture.

Reflects the estimated fair value of equity warrants to purchase USA common
stock granted to Vivendi.

87

Reflects the pro forma results of other transactions completed by USA in
2000 and 2001. The transactions include the acquisitions of PRC and
Styleclick by USA and the combination of TMCS and TM. All acquisitions,
except the TMCS/TM combination, were accounted for under the purchase method
of accounting. The TMCS/TM combination has been accounted for as entities
under common control in a manner similar to a pooling of interest. See USA's
Form 10-K for the year ended December 31, 2000 and Form 10-Q for the three
and nine months ended September 30, 2001 for more information on the USA
transactions.

The unallocated excess of acquisition costs over net assets acquired has
been preliminarily allocated to goodwill. Statement of Financial Accounting
Standards No. 142, "Goodwill and Other Intangible Assets," provides that
goodwill resulting from business combinations completed subsequent to

June 30, 2001 will not be amortized but instead is required to be tested for
impairment at least annually. In connection with finalizing the purchase
price allocation, USA is currently evaluating the fair value of assets
acquired and liabilities assumed in the Expedia transaction. Following the
conclusion of the evaluation, USA will use this information to make a final
allocation of the purchase price relating to the Expedia transaction,
including allocation to intangibles other than goodwill. Accordingly, the
purchase accounting information is preliminary. USA recorded $568.0 million
and $302.3 million of goodwill amortization during the year ended

December 31, 2000 and the nine months ended September 30, 2001,
respectively. Expedia recorded $16.1 million and $10.2 million of goodwill
amortization during the year ended December 31, 2000 and the nine months
ended September 30, 2001, respectively. No periodic amortization of goodwill
will be recorded subsequent to December 31, 2001. See USA's Registration
Statement on Form S-4 (File No. 333-68120) filed on August 22, 2001, as
amended, for more information.

Reflects the cash and payable-in-kind dividends payable in respect of USA's
Class A preferred interest and Class B preferred interest in the VUE Joint
Venture and related tax expense.
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UNAUDITED FINANCIAL STATEMENTS OF THE USA ENTERTAINMENT GROUP

USA ENTERTAINMENT
UNAUDITED COMBINED STATEMENTS OF OPERATIONS
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NET REVENUES............ ..

Operating
Cost of
Program
Selling
General

costs and expenses:

SAlEeS .ttt
COSES . i it it i i it it e
and marketing...........
and administrative......

Other operating costs...........
Depreciation and amortization...

Total

operating costs and

CXPEINSES . v v v v v v oo oo oo eseons

Operating profit................

Other income

(expense) :

Interest expense..........o.cv...

Other,

Earnings before income taxes and
minority interest...............
Income tax eXPenNSe........eoveeuw..

Net earnings before cumulative
effect of accounting change.....
Cumulative effect of accounting

PERIOD FROM
FEBRUARY 12,

The accompanying Notes to Combined Financial Statements are

1998

(INCEPTION) NINE MONTHS ENDED

YEAR ENDED DECEMBER 31, TO SEPTEMBER 30,
——————————————————————— DECEMBER 31, B
2000 1999 1998 2001 2000

(IN THOUSANDS)
$1,630,202 $1,365,613 $1,085,685 $1,425,488 $1,179,
71,413 44,405 - 119,999 56,
684,992 630,956 592,095 569,423 485,
179,835 127,126 18,463 138,109 132,
126,315 105,091 33,413 92,320 98,
38,804 23,162 152,296 26,142 23,
127,900 117,888 99,225 100,786 93,
1,229,259 1,048,628 895,492 1,046,779 889,
400,943 316,985 190,193 378,709 289,
(35,891) (26,195) (15,9406) (26,467) (25,
254 99,761 (10,340) (7,740)
(35,637) 73,566 (26,286) (34,207) (25,
365,306 390,551 163,907 344,502 263,
(14,343) (5,501) (3,430) (12,736) (9,
350,963 385,050 160,477 331,766 254,
__ __ —— (10,848)
$ 350,963 $ 385,050 $ 160,477 $ 320,918 S 254,
an integral part of
these statements.
89
USA ENTERTAINMENT
UNAUDITED COMBINED BALANCE SHEETS
DECEMBER 31,

——————————————————————— SEPTEMBER
2000 1999 2001

ASSETS

(IN THOUSANDS)
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CURRENT ASSETS

Accounts and notes receivable,
and $57,289 respectively.......cco.....
Program inventory and film costs,
Other current assets,

$36,532

Total current assets

PROPERTY,

Computer and broadcast equipment
and leasehold improvements.............
and other equipment....................

Buildings
Furniture

Less accumulated depreciation and amortization

PLANT AND EQUIPMENT

OTHER ASSETS

Intangible assets,
Notes and accounts receivable
Program inventories,
Deferred charges and other,

LIABILITIES AND NET ASSETS TO BE SOLD

CURRENT LIABILITIES

Current maturities of long-term obligations
trade. oo i ittt ittt i e
Obligations for program rights and film costs
Deferred revenue
Other accrued liabilities

Accounts payable,

Total current liabilities

LONG-TERM OBLIGATIONS
OBLIGATIONS FOR PROGRAM RIGHTS AND FILM COSTS,

current

DEFERRED REVENUE
OTHER LONG-TERM LIABILITIES

TOTAL LIABILITIES

NET ASSETS TO BE SOLD

(NET OF CURRENT MATURITIES)

net of allowance of $49,398,

net of

The accompanying Notes to Combined Financial Statements are an integral part of

these statements.
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USA ENTERTAINMENT

UNAUDITED COMBINED STATEMENTS OF CASH FLOWS

YEAR ENDED

DECEMBER 31,

$ 379,207 $ 331,354 S 423,4
423,973 289,640 228,8
4,720 1,843 2,8
807,900 622,837 655, 2
19,017 18,356 20,6
14,820 9,018 19,6
27,795 17,415 32,3
61,632 44,789 72,6
(26,588) (16,794 (36,5
35,044 27,995 36,1
4,092,014 4,079,406 3,997,1
10,996 16,944 47,8
238,510 161,124 518, 5
96,700 97,348 96, 2
$5,281,164 $5,005, 654 $5,351, 2
$ 709 $ - $ 5
57,877 29,511 42,2
283,812 265,235 289,0
29,126 32,390 54,3
142,851 135,554 158, 7
514,375 462,690 547, 9
735 1,923 4
295,210 256,260 323, 8
21,832 14,278 2,5
52,032 58,017 50,5
884,184 793,168 925, 3
4,396,980 4,212,486 4,425, 9
$5,281,164 $5,005, 654 $5,351, 2
PERIOD FROM
FEBRUARY 12, NINE MC
1998 (INCEPTION) SEPTE
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CASH FLOWS FROM OPERATING ACTIVITIES:

Net earningS ... e e e e et eeeeennnnnnns $ 350,963
ADJUSTMENTS TO RECONCILE NET EARNINGS TO

NET CASH PROVIDED BY OPERATING

ACTIVITIES:
Depreciation and amortization............ 127,900
Amortization of program rights and film

@@ =1 =T 649,743

Cumulative effect of accounting change... -
Gain on sale of securities............... -
CHANGES IN CURRENT ASSETS AND LIABILITIES:

Accounts receivable.......iiiii i 6,896
Accounts payable. . ... ..ttt (15,400)
Accrued liabilities and deferred

TEVENUE e & v v vt ettt eteetneeeeeeneeaeeenns 20,898
Payment for program rights and film

[ =1 =T (846,924)
Other, net.... ...ttt ittt (8,077)

NET CASH PROVIDED BY OPERATING
ACTIVITIES . i ittt ettt e i i e 285,999

CASH FLOWS FROM INVESTING ACTIVITIES:

Acquisitions, net of cash acquired......... (101, 667)
Capital expenditures........c..iuiiiiieeen.. (16,461)
Increase in long-term investments and notes

receivable. .t e e e e e e e e (1,079)
Proceeds from sale of securities........... 2,050
Other, net.... ..ttt ittt eieenennn 733

NET CASH (USED IN) PROVIDED BY INVESTING

ACTIVITIES . ¢ i ittt et ettt e et e o eeansnaseas (116,424)
CASH FLOWS FROM FINANCING ACTIVITIES:

Advances to USA1 and subsidiaries.......... (169,575)

NET CASH USED IN FINANCING ACTIVITIES.... (169,575)

NET DECREASE IN CASH AND CASH
EQUIVALENT S . . i ittt i i ittt i e ieeean -
Cash and cash equivalents at beginning of

CASH AND CASH EQUIVALENTS AT END OF
) $ -

—————————— TO DECEMBER 31,

1999 1998

(IN THOUSANDS)

$ 385,050 $ 160,477
117,888 99,225
584,620 519,516
(89,721) -
(22,520) (230, 318)

(7,335) 12,168
(6,341) 16,175
(623,298) (582,898)
11,532 146,018
349,875 140,363
(22,183) (6,722)
(7,219) (4,615)
107,231 -
2,581 -
80,410 (11,337)
(429,455) (154, 668)
(429,455) (154, 668)
(830) (25,642)

830 26,472

$ - $ 830

The accompanying Notes to Combined Financial Statements are an integral part of

these statements.
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USA ENTERTAINMENT NOTES TO UNAUDITED COMBINED FINANCIAL STATEMENTS

NOTE 1--BASIS OF PRESENTATION

On February 12, 1998, USA Networks, Inc. ("USA") acquired USA Cable, a New

(

(

320,918

100, 786

550,363
10,848

(81,119
(10, 341

34,886

612,246
(29,300

284,795

(1,858
(10, 657

(4,753

280,042
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York general partnership, consisting of cable television networks, USA Network
and Sci Fi Channel ("USA Cable"), as well as the domestic television production
and distribution businesses of Universal Studios ("Studios USA") from Universal
Studios, Inc. ("Universal"), an entity now controlled by Vivendi Universal,
S.A., a French corporation ("Vivendi") (the "Universal Transaction"). On

May 28, 1999, USAi1 acquired October Films, Inc., in which Vivendi owned a
majority interest, and the domestic film distribution and development business
of Universal ("USA Films") previously operated by Polygram Filmed
Entertainment, Inc. (the "October Films/PFE Transactions"). For the purposes of
these combined financial statements, USA Entertainment ("USA Entertainment")
includes USA Cable, Studios USA, and USA Films. USA Cable and Studios USA are
directly owned by USANi LLC ("LLC"), a Delaware limited liability company, which
was formed on February 12, 1998 and is a subsidiary of Home Shopping

Network, Inc. ("Home Shopping"), which is a subsidiary of USA. USA Films is
directly owned by USA.

On December 16, 2001, USA entered into an agreement with Vivendi pursuant to
which USA would contribute USA Entertainment to a joint venture newly formed
with Vivendi.

The accompanying combined financial statements and related notes reflect the
carve-out historical results of the combined operations and financial position
of USA Entertainment, as described above. These financial statements are not
necessarily indicative of results that would have occurred if USA Entertainment
had been a separate, stand-alone entity during the periods presented or of the
future results of USA Entertainment.

Significant transactions between USA Cable, Studios USA, and USA Films and
associated accounts have been eliminated.

The accompanying unaudited combined financial statements for the nine months
ended September 30, 2001 and 2000 have been prepared in accordance with
generally accepted accounting principles for interim financial information. In
the opinion of USA Entertainment, all adjustments necessary for a fair
presentation of such combined statements have been included. Such adjustments
consist of normal recurring items. Interim results are not necessarily
indicative of results for a full year.

NOTE 2--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
REVENUES

Television production revenues are recognized as completed episodes are
delivered. Generally, television programs are first licensed for network
exhibition and foreign syndication, and subsequently for domestic syndication,
cable television and home video. Certain television programs are produced and/or
distributed directly for initial exhibition by local television stations,
advertiser—supported cable television, pay television and/or home video.
Television production advertising revenues (i.e., sales of advertising time
received by Studios USA in lieu of cash fees for the licensing of program
broadcast rights to a broadcast station ("barter syndication")) are recognized
upon both the commencement of the license period of the program and the sale of
advertising time pursuant to non-cancelable agreements, provided that the
program 1is available for its first broadcast. Foreign minimum guaranteed amounts
are recognized as revenues on the commencement date of the license agreement,
provided the program is available for exhibition.

USA Cable advertising revenue 1is recognized in the period in which the
advertising commercials are aired on cable networks. Certain contracts with
advertisers contain minimum commitments with respect to advertising viewership.
In the event that such minimum commitments are not met, the
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NOTE 2--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

contracts require additional subsequent airings of the advertisement. As a
result, provisions are recorded against advertising revenues for audience under
deliveries ("makegoods") until such subsequent airings are conducted. Affiliate
fees are recognized in the period during which the programming is provided.

Revenue from theatrical film distributions is recognized as the films are
exhibited. Revenue from home video distribution is recognized, less a provision
for returns, when the home videos are sold. Revenue from the distribution of
theatrical products to cable, broadcast, and syndicated television markets is
recognized when the films are available to telecast.

Revenues from all other sources are recognized either upon delivery or when
the service is provided.

PROGRAM RIGHTS

License agreements for program material are accounted for as a purchase of
program rights. The asset related to the program rights acquired and the
liability for the obligation incurred are recorded at their net present value
when the license period begins and the program is available for its initial
broadcast. The asset is amortized primarily based on the estimated number of
airings. Amortization is computed generally on the straight-line basis as
programs air; however, when management estimates that the first airing of a
program has more value than subsequent airings, an accelerated method of
amortization is used. Other costs related to programming, which include program
assembly, commercial integration and other costs, are expensed as incurred.
Management periodically reviews the carrying value of program rights and records
write-offs, as warranted, based on changes in programming usage.

FILM COSTS

Film costs consist of direct production costs and production overhead, less
accumulated amortization. Prior to the adoption of SOP 00-2 on January 1, 2001,
development roster (and related costs) and abandoned story and development costs
were charged to production overhead. Film costs are stated at the lower of
unamortized cost or estimated net realizable value on a production-by-production
basis.

Generally, the estimated ultimate costs of completed productions are
amortized, and participation expenses are accrued, for each production in the
proportion that current period revenue recognized bears to the estimated future
revenue to be received from all sources. Amortization and accruals are made
under the individual film forecast method. Estimated ultimate revenues and costs
are reviewed quarterly and revisions to amortization rates or write-downs to net
realizable value are made as required.

Film costs, net of amortization, classified as current assets include the
portion of unamortized costs of program productions allocated to network, first
run syndication and initial international distribution markets. The allocated
portion of released film costs expected to be recovered from secondary markets
or other exploitation is reported as a noncurrent asset. Other costs relating to
productions, such as in-process productions and the film library, are classified
as noncurrent assets.
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NOTE 2--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment, including significant improvements, are
recorded at cost. Repairs and maintenance and any gains or losses on
dispositions are included in operations.

Depreciation and amortization is provided for on a straight-line basis to
allocate the cost of depreciable assets to operations over their estimated
service lives.

ASSET CATEGORY DEPRECIATION/AMORTIZATION PERIOD
Computer and broadcast equipment.........c.c.oiiiiiitiennnnen.. 3 to 13 Years
=6 oL 30 to 40 Years
Leasehold improvVeEmMENt S . @ v i ittt ittt ettt ettt eaeeeeeenns 4 to 20 Years
Furniture and other equipment........... ittt nnnnnnnnn 3 to 10 Years

Depreciation and amortization expense on property, plant and equipment was
$10.2 million, $9.3 million and $7.8 million for the years ended December 31,
2000, 1999 and the period from February 12, 1998 (inception) to December 31,
1998, respectively.

LONG-LIVED ASSETS INCLUDING INTANGIBLES

USA Entertainment's accounting policy regarding the assessment of the
recoverability of the carrying value of long-lived assets, including goodwill
and other intangibles and property, plant and equipment, is to review the
carrying value of the assets if the facts and circumstances suggest that they
may be impaired. If this review indicates that the carrying value will not be
recoverable, as determined based on the projected undiscounted future cash
flows, the carrying value is reduced to its estimated fair value.

ADVERTISING

Advertising costs are expensed in the period incurred. Advertising expense
for the years ended December 31, 2000, 1999 and the period from February 12,
1998 (inception) to December 31, 1998 were $112.7 million, $85.3 million and
$79.3 million, respectively.
STOCK-BASED COMPENSATION

USA Entertainment accounts for stock-based compensation in accordance with
APB 25, ACCOUNTING FOR STOCK ISSUED TO EMPLOYEES. In cases where exercise prices
are less than fair value as of the grant date, compensation is recognized over
the vesting period.
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ACCOUNTING ESTIMATES

Management of USA Entertainment is required to make certain estimates and
assumptions during the preparation of consolidated financial statements in
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accordance with accounting principles generally accepted in the United States.
These estimates and assumptions impact the reported amount of assets and
liabilities and disclosures of contingent assets and liabilities as of the date
of the consolidated financial statements. They also impact the reported amount
of net earnings during any period. Actual results could differ from those
estimates.

Significant estimates underlying the accompanying combined financial
statements include the inventory carrying adjustment, program rights and film
cost amortization, sales return and other revenue allowances, allowance for
doubtful accounts, recoverability of intangibles and other long-lived assets,
estimates of film revenue ultimates and various other operating allowances and
accruals.

NEW ACCOUNTING PRONOUNCEMENTS

In June 2000, the Accounting Standards Executive Committee ("AcSEC") issued
SOP 00-2, ACCOUNTING BY PRODUCERS OR DISTRIBUTORS OF FILMS ("SOP 00-2"), which
replaces FASB Statement No. 53, FINANCIAL ACCOUNTING BY PRODUCERS AND
DISTRIBUTORS OF MOTION PICTURE FILMS. The AcSEC concluded that film costs would
be accounted for under an inventory model. In addition, SOP 00-2 addresses such
topics as revenue recognition (fixed fees and minimum guarantees in variable fee
arrangements), fee allocation in multiple films, accounting for exploitation
costs, and impairment assessment. SOP 00-2 was adopted as of January 1, 2001,
and USA Entertainment recorded a one-time, non-cash benefit of $10.8 million.
The benefit is reflected as a cumulative effect of an accounting change in the
accompanying consolidated statement of operations.

In June 2001, the Financial Accounting Standards Board issued Statements of
Financial Accounting Standards No. 141, "Business Combinations," and No. 142,
"Goodwill and Other Intangible Assets," effective for fiscal years beginning
after December 15, 2001. Under the new rules, goodwill and intangible assets
deemed to have indefinite lives will no longer be amortized but will be subject
to annual impairment tests in accordance with the Statements. Other intangible
assets will continue to be amortized over their useful lives. USA Entertainment
will apply the new rules on accounting for goodwill and other intangible assets
beginning in the first quarter of 2002, and is presently in the process of
evaluating the potential impacts of the new rules. However, adoption of the
statements is expected to significantly reduce amortization expense.

NOTE 3--INTANGIBLE ASSETS

Intangible assets represent goodwill which is amortized using the
straight-line method over periods ranging from 3 to 40 years.

Goodwill primarily relates to various transactions, and represents the
excess of purchase price over the fair value of assets acquired and is net of
accumulated amortization of $4,092.0 million and $4,079.4 million at
December 31, 2000 and 1999, respectively.

NOTE 4--INCOME TAXES

The businesses that comprise USA Entertainment are principally part of a
combined group that is treated as a partnership for income tax purposes. As
such, USA Entertainment is not subject to federal and state income taxation.
However, USA Entertainment is subject to certain state and local taxes,
including New York unincorporated business tax.
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NOTE 5--COMMITMENTS AND CONTINGENCIES

USA Entertainment leases satellite transponders, computers, warehouse and
office space, as well as production facilities, equipment and services used in
connection with its operations under various operating leases and contracts,
many of which contain escalation clauses.

Future minimum payments under non-cancellable agreements are as follows:

YEARS ENDING DECEMBER 31, (IN THOUSANDS)

200 L et e e e e e e e e e e e e e ettt e e $13,298

2002 . it e e e e e e e e et ettt e e e e 12,938

2/ 0 12,009

2004 . i e e e e e e e e ettt et e e e e 9,307

2/ 0 8,959

[ o S ol S i = I 9,692
$66,203

Expenses charged to operations under these agreements were $15.0 million,
$14.6 million and $14.3 million for the years ended December 31, 2000, 1999 and
the period from February 12, 1998 (inception) to December 31, 1998,
respectively.

NOTE 6-—-INVENTORIES

DECEMBER 31,

(IN THOUSANDS)

Film costs:

Released, net of amortization............oiiieeo... $182,757 S 44,565 $ 93,775 S 67,98¢
In process and unreleased. ... e ettt neeeeeeennnnn 64,674 14,986 45,906 4,366
Programming costs, net of amortization............. 172,493 178,959 149,959 88,772
Sales merchandise, NeL .. ... ittt teeteenennnnn 4,049 —— —— —=
o o $423,973 $238,510 $289, 640 $161,124

USA Entertainment estimates that approximately 90% of unamortized film costs
at December 31, 2000 will be amortized within the next three years.

NOTE 7--LITIGATION
In the ordinary course of business, USA Entertainment is engaged in various
lawsuits. In the opinion of management, the ultimate outcome of the various

lawsuits should not have a material impact on the liquidity, results of
operations or financial condition of USA Entertainment.
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NOTE 8--BENEFIT PLANS

USA Entertainment offers various plans pursuant to Section 401 (k) of the
Internal Revenue Code covering substantially all full-time employees who are not
party to collective bargaining agreements. USA Entertainment's share of the
matching employer contributions is set at the discretion of the Board
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NOTE 8--BENEFIT PLANS (CONTINUED)
of Directors or the applicable committee thereof. USA Entertainment funds all
costs of the employee benefit plans on an annual basis.

NOTE 9--STOCK OPTION PLANS

USA has outstanding options to employees of USA Entertainment under several
plans (the "Plans") which provide for the grant of options to purchase USA's
common stock at not less than fair market value on the date of the grant. The
options under the Plans vest ratably, generally over a range of three to five
years from the date of grant and generally expire not more than 10 years from
the date of grant.

Pro forma information regarding net income and earnings per share is
required by SFAS 123. The information is determined as if USA Entertainment had
accounted for its employee stock options granted subsequent to December 31, 1994
under the fair market value method. The fair value for these options was
estimated at the date of grant using a Black-Scholes option pricing model with
the following weighted-average assumptions for the years ended December 31,
2000, 1999 and the period from February 12, 1998 (inception) to December 31,
1998: risk-free interest rates of 5.0%; a dividend yield of zero; a volatility
factor of .62, .44, and .56, respectively, based on the expected market price of
USA Common Stock based on historical trends; and a weighted-average expected
life of the options of five years.

The Black-Scholes option valuation model was developed for use in estimating
the fair market value of traded options which have no vesting restrictions and
are fully transferable. In addition, option valuation models require the input
of highly subjective assumptions including the expected stock price volatility.
Because USA Entertainment employee stock options have characteristics
significantly different from those of traded options and because changes in the
subjective input assumptions can materially affect the fair market value
estimate, in management's opinion, the existing models do not necessarily
provide a reliable single measure of the fair value of its employee stock
options.

For purposes of pro forma disclosures, the estimated fair value of the
options is amortized to expense over the options' vesting period. USA
Entertainment's pro forma information follows:

PERIOD FROM
FEBRUARY 12,

1998
(INCEPTION)
YEAR ENDED DECEMBER 31, TO
——————————————————————— DECEMBER 31,
2000 1999 1998

(IN THOUSANDS)
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Pro forma Net InNCOME . . v ittt ittt ettt ettt enneeens $323,351 $370,174 $153,197

These pro forma amounts may not be representative of future disclosures
since the estimated fair value of stock options is amortized to expense over the
vesting period and additional options may be granted in future years.
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NOTE 10--STATEMENTS OF CASH FLOWS

Supplemental disclosure of cash flow information:

PERIOD F
FEBRUARY
1998
YEAR ENDED DECEMBER (INCEPTI
31, TO
——————————————————————— DECEMBER
2000 1999 1998
(IN THOUSANDS)
CASH PAID DURING THE PERIOD FOR:
Income taX PaymMeNT S . .ttt i ittt ettt ettt et e eeeeeeeeaennn $5,680 $3,935 $ —-

NOTE 11--RELATED PARTY TRANSACTIONS

As of December 31, 2000, USA Entertainment was involved in several
agreements with related parties as follows:

Universal provides certain support services to USA Entertainment under a
Transition Services agreement entered into in connection with the Universal
Transaction. For these services, which include use of pre-production, production
and post-production facilities, information technology services, physical
distribution, contract administration, legal services and office space,
Universal charged USA Entertainment $8.2 million, $12.5 million and
$15.0 million for the years ended December 31, 2000, 1999 and the period from
February 12, 1998 (inception) to December 31, 1998, respectively, of which
$4.7 million, $8.0 million and $8.5 million was capitalized to production costs,
respectively.

Universal and USA Entertainment entered into an International Television
Distribution Agreement under which USA Entertainment pays to Universal a
distribution fee of 10% on all programming owned or controlled by USA
Entertainment distributed outside of the United States. For the years ended
December 31, 2000, 1999 and the period from February 12, 1998 (inception) to
December 31, 1998, the fee totaled $14.0 million, $9.0 million and
$1.3 million, respectively.

In addition, USA Entertainment and Universal entered into a Domestic
Television Distribution Agreement under which USA Entertainment distributes in
the United States certain of Universal's television programming. For the years
ended December 31, 2000, 1999 and the period from February 12, 1998 (inception)
to December 31, 1998, Universal paid USA Entertainment $1.5 million in each
year.

117



Edgar Filing: USA NETWORKS INC - Form PRES14A

Pursuant to the October Films/PFE Transaction, the company entered into a
series of agreements on behalf of USA Films with entities owned by Universal, to
provide distribution services, video fulfillment and other interim and
transitional services. These agreements are described below.

Under a distribution agreement covering approximately fifty films owned by
Universal, USA Films earns a distribution fee and remits the balance of revenues
to a Universal entity. For the 12 month periods ending December 31, 2000 and
1999, USA Films earned distribution fees of approximately $10.7 million and
$4.5 million, respectively, from the distribution of these films. USA Films is
responsible for collecting the full amount of the sale and remitting the net
amount after its fee to Universal, except for amounts applied against the
advance of fees initially given to Universal.

In addition, USA Films acquired home video distribution rights to a number
of "specialty video" properties. Universal holds a profit participation in
certain of these titles. No amounts were earned by Universal under this
agreement to date.

USA Films is party to a "Videogram Fulfillment Agreement" with a Universal
entity pursuant to which such entity provides certain fulfillment services for
the United States and Canadian home video
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NOTE 11--RELATED PARTY TRANSACTIONS (CONTINUED)

markets. In the period ending December 31, 2000 and 1999, USA Films incurred
fees to Universal of approximately $3.5 million and $2.5 million, respectively,
for such services.

USA Films has entered into other agreements with Universal pursuant to which
Universal administers certain music publishing rights controlled by USA Films
and has licensed to Universal certain foreign territorial distribution rights in
specified films from which it received $5.8 million and $4.8 million in revenue
during the period ending December 31, 2000 and 1999, respectively.

USA agreed to assume certain liabilities related to the PFE businesses
acquired. In addition, USA advanced $200.0 million to Universal pursuant to an
eight year, full recourse, interest-bearing note in connection with a
distribution agreement pursuant to which USA will distribute, in the United
States and Canada, certain Polygram theatrical films which were not acquired in
the transaction. The advance is repaid as revenues are received under the
distribution agreement and, in any event, will be repaid in full at maturity.
Through December 31, 2000, approximately $120.3 million had been offset against
the advance and $15.5 million of interest had accrued.

NOTE 12--TRANSACTIONS WITH USA AND SUBSIDIARIES

Advances to USA and subsidiaries generally represent net amounts transferred
from USA Entertainment to USA and its subsidiaries to fund operations and other
related items. Pursuant to an investment agreement, all excess cash held at USA
Entertainment is transferred to USA no less frequently than monthly and USA
Entertainment may transfer funds to USA to satisfy obligations of USA and its
subsidiaries. Transfers of cash are evidenced by a demand note and accrue
interest at USA Entertainment's borrowing rate under the credit facility.
Certain transfers of funds between USA Entertainment and USA are not evidenced
by a demand note and do not accrue interest, primarily relating to the
establishment of the operations of USA Entertainment and to equity
contributions. USA Entertainment has no external sources of financing, such as
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available lines of credit, as would be necessary to operate as a stand-alone
company .

During the year ended December 31, 2000 and 1999 and the period from
February 12, 1998 (inception) to December 31, 1998, net transfers from USA
Entertainment to USA totaled approximately $169.6 million, $429.5 million and
$154.7 million, respectively.

As members of a consolidated group, USA and certain of its subsidiaries
routinely provide a variety of services for the benefit of USA Entertainment.
The amount of the expenses allocated to USA Entertainment is based upon the fair
value of services performed. Management believes that the allocation methods
applied for the transactions summarized above are reasonable in the
circumstances. The principal expenses allocated from USA to USA Entertainment
are summarized below:

YEAR ENDED DECEMBER 31,

(IN THOUSANDS)

IS B ot = o o= $ 766,355 $ 577,518
3= o T I ol T 1,020,448 294,408
Health benefits. vttt ittt it et et ettt et 4,362,040 1,366,844

There were no allocations of expenses from USA to USA Entertainment in 1998.
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NOTE 13--INDUSTRY SEGMENTS

USA Entertainment operates in one operating segment, producing and
distributing television and filmed programming for entertainment. USA
Entertainment operates principally within the United States.

NOTE 14--FINANCIAL INSTRUMENTS

The estimated fair value amounts have been determined by USA Entertainment
using available market information and appropriate valuation methodologies when
available. The carrying value of all current assets and current liabilities
approximates fair value due to their short-term nature.

DECEMBER 31,

CARRYING FAIR CARRYING FAIR
AMOUNT VALUE AMOUNT VALUE

(IN THOUSANDS)
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Cash and cash equivalents. ...t i ittt eeeneeeeennn $(26,168) $(26,168) $(13,636) $(13,636)
Long-term investmentsS. ...ttt ii ittt teeeenneennnn 406 406 - -
Long-term obligations. ......oi i iieeennnnnnns (1,444) (1,444) (1,923) (1,923)

During the year ended December 31, 1999, the Company realized a gain of
$89.7 million related to the sale of securities and $10.7 million from the
reversal of equity losses which were recorded in 1998 as a result of the
Universal Transaction.

NOTE 15--PROGRAM RIGHTS AND FILM COSTS

As of December 31, 2000, the liability for program rights, representing
future payments to be made under program contract agreements amounted to
$579.0 million. Annual payments required are $241.7 million in 2001,
$153.2 million in 2002, $79.3 million in 2003, $30.0 million in 2004,
$18.8 million in 2005 and $4.5 million in 2006 and thereafter. Amounts
representing interest are $50.2 million and the present value of future payments
is $470.3 million.

As of December 31, 2000, the liability for film costs amounted to
$108.7 million. Annual payments are $70.2 million in 2001 and $38.5 million in
2002.

Unrecorded commitments for program rights consist of programs for which the
license period has not yet begun or the program is not yet available to air. As
of December 31, 2000, the unrecorded commitments amounted to $781.6 million.
Annual commitments are $144.2 million in 2001, $160.5 million in 2002,
$146.8 million in 2003, $134.0 million in 2004, $99.5 million in 2005 and
$96.6 million in 2006 and thereafter.
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STOCKHOLDER PROPOSALS

USA currently intends to hold its next annual meeting in April of 2002.
Stockholders who intend to have a proposal considered for inclusion in USA's
proxy materials for presentation at the 2002 annual meeting of stockholders must
have submitted the proposal to USA at its principal executive offices no later
than December 9, 2001. Stockholders who intend to present a proposal at the 2002
annual meeting of stockholders without inclusion of such proposal in USA's proxy
materials are required to provide notice of such proposal to USA no later than
February 23, 2002. USA reserves the right to reject, rule out of order, or take
other appropriate action with respect to any proposal that does not comply with
these and other applicable requirements.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and special reports, proxy statements and other
information with the Securities and Exchange Commission. You may read and copy
any reports, statements or other information we file at the Securities and
Exchange Commission's public reference room at 450 Fifth Street, N.W.,
Washington, D.C. Please call the Securities and Exchange Commission at
1-800-SEC-0330 for further information on the operation of the public reference
room. Our Securities and Exchange Commission filings are also available to the
public from commercial documents retrieval services and at the Internet world
wide web site maintained by the Securities and Exchange Commission at
WWW.S€eC.gov.

The Securities and Exchange Commission allows us to "incorporate by

reference" information into this proxy statement, which means that we can
disclose important information to you by referring you to another document filed
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separately with the Securities and Exchange Commission. The information
incorporated by reference is deemed to be part of this proxy statement except
for any information superseded by information contained directly in this proxy
statement. This proxy statement incorporates by reference the documents set
forth below that we have previously filed with the Securities and Exchange
Commission. These documents contain important information about us and our
financial condition.

USA SEC FILINGS PERIOD

Annual Report on Form 10-K Year ended December 31, 2000

Quarterly Reports on Form 10-Q Quarters ended March 31, 2001; June 30, 2001;
and September 30, 2001

Current Reports on Form 8-K Filed on January 10, 2001; February 1, 2001;

March 6, 2001; April 25, 2001; June 6, 2001;
June 7, 2001; June 27, 2001; July 16, 2001;
July 23, 2001; July 25, 2001; September 18,
2001; October 2, 2001; October 24, 2001;
October 30, 2001; October 31, 2001; two
filed on November 9, 2001; December 5, 2001;
December 17, 2001; December 18, 2001; and
January 8, 2002

Proxy Statement Filed on April 9, 2001

Amendment No. 2 to Registration Statement on Filed January 8, 2002

Form S-4 (file no. 333-68120)

EXPEDIA SEC FILINGS
Annual Report on Form 10-K and Form 10K/A Year ended June 30, 2001
Quarterly Reports on Form 10-Q Quarter ended September 30, 2001
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We are also incorporating by reference into this proxy statement additional
documents that may be filed with the Securities and Exchange Commission from the
date of this proxy statement to the date of the special meeting. These documents
include periodic reports, such as Annual Reports on Form 10-K, Quarterly Reports
on Form 10-Q and Current Reports on Form 8-K, as well as proxy statements. If
you are a stockholder, we may have sent you some of the documents incorporated
by reference, but you can obtain any of them through us, the Securities and
Exchange Commission or the Securities and Exchange Commission's Internet world
wide web site as described above. Documents incorporated by reference are
available from us without charge, excluding all exhibits unless we have
specifically incorporated by reference such exhibits in this proxy statement.
Stockholders may obtain documents incorporated by reference in this proxy
statement by requesting them in writing or by telephone to us at the following
address and phone number:

USA Networks, Inc.
152 West 57th Street
New York, New York 10019
Telephone: (212) 314-7300
Attention: Corporate Secretary

or
MacKenzie Partners, Inc.

105 Madison Avenue
New York, New York 10016
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(212) 929-5500 (collect)
(800) 322-2885 (toll-free)

Only one copy of this proxy statement is being delivered to multiple USA
stockholders sharing an address unless USA has received contrary instructions
from one or more of the stockholders. Upon written or oral request, USA will
promptly deliver a separate copy of this proxy statement to a USA stockholder at
a shared address to which a single copy of this proxy statement has been
delivered. USA stockholders at a shared address who would like to receive a
separate copy of this proxy statement, or a separate copy of future proxy
statements or annual reports, should contact USA or MacKenzie Partners, Inc. at
the telephone numbers or mailing addresses provided above. In the event that you
are receiving multiple copies of annual reports or proxy statements at an
address to which you would like to receive a single copy, multiple USA
stockholders sharing an address may also contact USA or MacKenzie Partners, Inc.
at the above listed telephone numbers or mailing addresses to receive a single
copy of annual reports and proxy statements in the future.

If you would like to request documents from us, please do so by , 2002
to receive them before the special meeting. Additional information about USA and
the transactions is also available at www.usanetworks.com.

YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED OR INCORPORATED BY
REFERENCE IN THIS PROXY STATEMENT TO VOTE ON THE MATTERS BEING CONSIDERED AT THE
SPECIAL MEETING. WE HAVE NOT AUTHORIZED ANYONE TO PROVIDE YOU WITH INFORMATION
THAT IS DIFFERENT FROM WHAT IS CONTAINED IN THIS PROXY STATEMENT. THIS PROXY
STATEMENT IS DATED , 2002. YOU SHOULD NOT ASSUME THAT THE INFORMATION
CONTAINED IN THIS PROXY STATEMENT IS ACCURATE AS OF ANY DATE OTHER THAN THAT
DATE, AND THE MAILING OF THIS PROXY STATEMENT SHALL NOT CREATE ANY IMPLICATION
TO THE CONTRARY.
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APPENDIX A

TRANSACTION AGREEMENT
AMONG
VIVENDI UNIVERSAL, S.A.,
UNIVERSAL STUDIOS, INC.,
USA NETWORKS, INC.,
USANi LLC
AND

LIBERTY MEDIA CORPORATION

DATED AS OF DECEMBER 16, 2001
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TRANSACTION AGREEMENT (this "AGREEMENT") dated as of December
16, 2001, by and among VIVENDI UNIVERSAL, S.A., a societe anonyme
organized under the laws of France ("VIVENDI"), UNIVERSAL STUDIOS,
INC., a Delaware corporation ("UNIVERSAL"), USA NETWORKS, INC., a
Delaware corporation ("USAi"), USANI LLC, a Delaware limited
liability company ("USANi"), LIBERTY MEDIA CORPORATION, a Delaware
corporation ("LIBERTY"), and, for purposes of Sections
2.03(a) (iv), 2.03(a) (v), 2.03(a) (vii), 2.07, 4.10(d) and 8.01
only, BARRY DILLER ("DILLER").

PRELIMINARY STATEMENT

WHEREAS USANi desires to distribute to Universal and its Affiliates (such
term and such other terms used and not defined in this Preliminary Statement, as
defined in Annex A) the USANi Distributed Interests in return for the
cancellation of all the USANi Shares owned by Universal and its Affiliates;

WHEREAS Affiliates of Universal and USAi desire to form the Partnership with
Universal Contributing (or causing to be Contributed) the Universal Contributed
Interests and the USANi Distributed Interests, USANi Contributing (or causing to
be Contributed) the USANi Contributed Interests and USAi Contributing (or
causing to be Contributed) all of the membership interests in USA Films, and
with the Partnership operating and conducting its business on the terms set
forth in the Partnership Agreement;

WHEREAS Universal, USAi and USANi desire that the Partnership grant to
Diller a participating interest in the Partnership as compensation for agreeing
to serve as the Chairman and CEO of the Partnership and in consideration for
Diller agreeing to be bound by certain non-competition provisions;

WHEREAS USAi1 desires to issue to Universal the Warrants in exchange for
Universal agreeing to enter into the commercial arrangements described in
Section 4.11 and for other valuable consideration, including Universal agreeing
to the put/call arrangements set forth in Section 8.07 of the Partnership
Agreement and agreeing to serve as general partner of the Partnership; and

WHEREAS, in connection with the foregoing, the parties hereto, as
applicable, desire to terminate the Exchange Agreement, effective as of the
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Closing Date, but after the exchanges contemplated by Section 2.01 of the
Universal/Liberty Merger Agreement and to amend and restate, effective as of the
Closing, the Stockholders Agreement and the Governance Agreement.

NOW, THEREFORE, the parties hereto hereby agree as follows:
ARTICLE I
DEFINITIONS AND USAGE

Unless the context shall otherwise require, terms used and not defined
herein shall have the meanings assigned thereto in Annex A. Inclusion of, or
reference to, any matter in any Schedule to this Agreement does not constitute
an admission of the materiality of any such matter.

ARTICLE II
TRANSACTIONS AND CLOSING

Upon the terms and subject to the conditions set forth herein, the parties
shall consummate each of the following transactions.

SECTION 2.01. EXCHANGE RIGHTS. (a) Prior to effecting the transactions
contemplated by Section 2.02 of this Agreement, but immediately after the
exchanges contemplated by Section 2.01 of the

A-5

Universal/Liberty Merger Agreement, (i) the Exchange Agreement, except the
representations and warranties contained therein, and (ii) Section 6.01 of the
Investment Agreement, shall be terminated, whereby the USANi Shares will no
longer be exchangeable for USAi Common Equity. Each party hereto that is also a
party to the Exchange Agreement and/or the Investment Agreement shall execute
and deliver, or shall cause to be executed and delivered, all such documents and
instruments and shall take, or cause to be taken, all actions necessary to
effect the terminations required pursuant to this Section 2.01 at the time
specified herein.

(b) During the period from the date of this Agreement to the time of the
termination of the exchange right referred to above, USAi shall not take any
action to require either Universal or Liberty to exchange their USANi Shares for
shares of USAi Common Stock pursuant to the Exchange Agreement and during the
period from the date of this Agreement to and including the Closing Date, USAi
shall not take any action to require Liberty to exchange the shares of Home
Shopping Network, Inc. for USAi Common Stock pursuant to the Liberty Exchange
Agreement.

SECTION 2.02. USANi SHARES. On the Closing Date, immediately prior to
effecting the transactions contemplated by Section 2.03, (a) the USAi Share
Exchanges and the Mergers (each as defined in the Universal/Liberty Merger
Agreement) shall be consummated, then (b) USANi shall distribute to Universal
and/or its Affiliates (I) the USANi Universal Distributed Interests in return
for the cancellation of 282,161,530 USANi Shares owned by Universal and its
Affiliates and (II) the USANi Liberty Distributed Interests in return for the
cancellation of 38,694,982 USANi Shares owned by Universal and its Affiliates
that were directly or indirectly acquired in connection with clause (a) above,
all of which USANi Shares shall be delivered by Universal and/or its Affiliates
free and clear of any Liens (the "COMMITTED LLC SHARES") and (c) Universal shall
deliver to USANi cancelled share certificates representing the cancellation of
all such Committed LLC Shares.

SECTION 2.03. TRANSFER AND ACQUISITION. (a) On the Closing Date,
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immediately after effecting the transactions contemplated by Section 2.02,

(1) Universal shall Contribute (or cause to be Contributed) to the
Partnership all the right, title and interest of Universal and its
Affiliates in, to and under the Universal Contributed Interests and the
USANi Distributed Interests;

(1ii) USANi shall Contribute (or cause to be Contributed) to the
Partnership, directly or indirectly, all the right, title and interest of
USANi and its Affiliates in, to and under the USANi Contributed Interests;

(1iii) USAi shall Contribute (or cause to be Contributed) to the
Partnership all the right, title and interest of USAi and its Affiliates in,
to and under the membership interests in USA Films;

(iv) Diller shall assume the roles of Chairman and CEO of the
Partnership;

(v) each Parent Party and Diller shall execute and deliver (or cause its
Affiliates to execute and deliver) (A) the Partnership Agreement and (B)
such appropriate bills of sale, assignment and assumption and other
instruments of transfer providing for the contributions set forth in this
Section 2.03, and the parties to the Partnership Agreement shall form the
Partnership;

(vi) Universal shall cause the Partnership to assume the Contributed
Liabilities; and

(vii) each of Universal, USAi, USANi Sub and Diller (or Affiliates
thereof) shall receive interests in the Partnership as set forth in the
Partnership Agreement.

(b) Prior to Closing, the Parent Parties shall agree upon a schedule that
sets forth the agreed allocation of values of the interests being Contributed
pursuant to Section 2.03(a) for tax purposes.

A-6
SECTION 2.04. OTHER TRANSACTIONS. On the Closing Date,

(i) (A) USAi1 and The Bank of New York shall execute and deliver the
Warrant Agreement and (B) USAi shall issue and deliver Warrants to Universal
in the amounts and with the exercise prices as set forth in Schedule 2.04;
PROVIDED, that if any event shall have occurred after the close of business
on November 30, 2001 (the "REFERENCE DATE") and on or prior to the Closing
Date that would result in an adjustment to the number of shares purchasable
upon the exercise of Warrants under Article IV of the Warrant Agreement if
such Warrants had been issued on the Reference Date, USAi shall issue and
deliver to Universal Warrants to purchase the number of shares set forth on
Schedule 2.04 as so adjusted, with exercise prices adjusted accordingly;

(ii) Universal shall cause the Partnership to incur third party debt (on
terms reasonably satisfactory to USAi) in an amount sufficient to fund the
special distribution contemplated by Section 8.05 of the Partnership
Agreement, which will be payable to USANi Sub on the Closing Date out of the
proceeds of such debt.

SECTION 2.05. ASSIGNMENT OF CONTRACTS AND RIGHTS. Anything in this
Agreement to the contrary notwithstanding, except as set forth on Schedule 2.05,
this Agreement shall not constitute an agreement to assign any Contract or
License or any claim or right or any benefit arising thereunder or resulting
therefrom, or an assumption of liability thereunder, if an attempted assignment
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thereof, without the approval of a party thereto, would be ineffective or would
constitute a breach or other contravention thereof or give rise to any right of
termination thereof, as a direct result of such assignment. Each Parent Party
shall use its reasonable best efforts (which shall not require any payment of
money) to obtain the approval of the other parties to any such Contract or
License, or any claim or right or any benefit arising thereunder, for the
assignment thereof to, and the assumption by, the Partnership. If as of the
Closing Date an attempted assignment and assumption thereof would be ineffective
or would give rise to any right of termination thereof, each Parent Party shall
cooperate in arranging a mutually agreeable alternative to enable the
Partnership to obtain the benefits and assume the obligations under such
Contract or License in accordance with this Agreement as of the Closing Date or
as soon as practicable thereafter (including through a sub-contracting,
sub-licensing, or sub-leasing arrangement, or an arrangement under which such
Parent Party or one of its Affiliates would enforce such Contract or License for
the benefit of the Partnership, with the Partnership assuming such Parent
Party's or its Affiliate's obligations and any and all rights of such Parent
Party or its Affiliate against the other party thereto). If the approval of the
other party is obtained, such approval shall constitute a confirmation
(automatically and without further action of the parties) that such Contract or
License is assigned to the Partnership as of the Closing Date, and
(automatically and without further action of the parties) that the liabilities
with respect to such Contract or License are assumed by the Partnership as of
the Closing Date. The agreements set forth on Schedule 2.05 will apply with
respect to the USAi1 Contracts described therein.

SECTION 2.06. CLOSING DATE. The closing of the transactions set forth in
this Article II (the "CLOSING") shall take place at the offices of Cravath,
Swaine & Moore, 825 Eighth Avenue, New York, New York 10019, at 10:00 a.m. on
the second Business Day following the satisfaction (or to the extent permitted,
the waiver) of all the conditions to the parties' obligations set forth in
Article V (other than those requiring the delivery of documents or the taking of
other action at the Closing), or at such other place, time and date as the
parties hereto shall agree (the "CLOSING DATE").

SECTION 2.07. ASSIGNMENT OF RIGHTS BY DILLER. Diller may assign beneficial
interests in the right to receive up to an aggregate of 10% of the Common
Interests (as defined in the Partnership Agreement) that Diller is entitled to
receive upon the Closing to one or more Persons designated by Diller prior to
Closing; PROVIDED that no more than four such Persons may be designated. For any
such assignment to be effective, such assignee shall have agreed, pursuant to an
instrument in a form reasonably satisfactory to Universal, to be bound by the
terms of Section 6.07 of the Partnership Agreement.

A-T7
ARTICLE III
REPRESENTATIONS AND WARRANTIES OF PARENT PARTIES

Representations and warranties of USAi relating to (i) the portions of its
Existing Business contained in USA Cable, Studios USA or their respective
subsidiaries speak only as to the period between February 13, 1998, and the date
hereof and (ii) the portions of its Existing Business contained in USA Films and
its subsidiaries speak only as to the period between May 29, 1999, and the date
hereof (it being understood that matters existing prior to (x) February 13,
1998, in the case of clause (i) above, and (y) May 29, 1999, in the case of
clause (ii) above, shall not be deemed to be a breach of a representation or
warranty that speaks on and after such respective date). Subject to the
immediately preceding sentence, each Parent Party (unless otherwise specified),
with respect to itself and, as applicable, with respect to its Affiliates,
represents and warrants to the other Parent Party as follows:
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SECTION 3.01. ORGANIZATION, STANDING AND POWER. Each of such Parent Party
and its Transaction Affiliate(s) (i) is duly organized or formed, validly
existing and in good standing (with respect to jurisdictions which recognize
such concept) under the laws of the jurisdiction in which it is so organized or
formed and (ii) has full corporate or limited liability company power and
authority to perform and comply with all the terms and conditions of each
Transaction Document to which it is, or is specified to be, a party. Each of
such Parent Party and its Transaction Affiliate(s) is duly qualified to do
business as a foreign corporation or limited liability company and is in good
standing (with respect to jurisdictions which recognize such concept) in each
jurisdiction in which the nature of the business transacted by it or the
character or location of the properties owned or leased by it requires such
qualification, except where failure to be so qualified would not have a Material
Adverse Effect.

SECTION 3.02. AUTHORITY; EXECUTION AND DELIVERY; ENFORCEABILITY. Each of
such Parent Party and its Affiliates has full power and authority to execute and
deliver the Transaction Documents to which it is, or is specified to be, a party
and to consummate the Transactions to which it is, or is specified to be, a
party. The execution, delivery and performance by each of such Parent Party and
its Affiliates of the Transaction Documents to which it is, or is specified to
be, a party and the consummation by each of such Parent Party and its Affiliates
of the Transactions to which it is, or is specified to be, a party have been
(or, with respect to such Affiliates, prior to the Closing Date will be) duly
authorized by all necessary corporate or limited liability company action
subject, in the case of USAi, to receipt of the USAi Stockholder Approvals, and
no other corporate proceedings on the part of such Parent Party or its
Affiliates are necessary to authorize this Agreement or the consummation of the
Transactions. Each of such Parent Party and its Affiliates has duly executed and
delivered this Agreement (to the extent a party hereto) and prior to the
Effective Time will have duly executed and delivered each other Transaction
Document to which it is, or is specified to be, a party, and this Agreement
constitutes, and each other Transaction Document to which it is, or is specified
to be, a party will, after the Effective Time (assuming the execution and
delivery by each other party thereto), constitute its legal, wvalid and binding
obligations, enforceable against it in accordance with its terms. The USAi Board
formed a special committee of the USAi Board, composed of the four disinterested
directors on the USAi Board (the "SPECIAL COMMITTEE"), to consider this
Agreement, the other Transaction Documents to which USAi is a party and the
Transactions, and to make a recommendation with respect thereto to the entire
USAi Board. The Special Committee, at a meeting duly called and held at which
all members of the Special Committee were present either in person or by
telephone, (x) received the opinion of Bear, Stearns & Co. to the effect that
the consideration to be received by USAi in the Transactions is fair, from a
financial point of view, to the stockholders of USAi other than Universal,
Liberty, Diller and their Affiliates, and (y) duly and unanimously (and without
any abstentions) adopted resolutions (i) declaring advisable this Agreement,

(ii) determining that the terms of the Transactions are fair to and in the best
interests of the public stockholders of USAi, other than stockholders party to
the Transactions, and (iii) recommending that the USAi Board approve this
Agreement, the other Transaction Documents to which USAi is a party and the
Transactions, and that the USAi Board
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declare the advisability of this Agreement. After receiving and considering such
resolutions of the Special Committee, the USAi Board, at a meeting duly called
and held at which all directors of USAi were present either in person or by
telephone, duly adopted resolutions (i) approving and declaring advisable this
Agreement, (i1i) determining that the terms of the Transactions are fair to and
in the best interests of the public stockholders of USAi other than stockholders
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party to the Transactions, (iii) directing that this Agreement and the
Transactions be submitted to a vote at a meeting of USAi's stockholders to be
held as promptly as practicable following the date of this Agreement, (iv)
recommending that such stockholders adopt this Agreement and approve and
authorize the Transactions to the extent USAi is a party thereto and (v)
approving the other Transaction Documents to which USAi is a party and the
Transactions, which resolutions have not been subsequently rescinded, modified
or withdrawn in any way.

SECTION 3.03. NO CONFLICTS; CONSENTS. Except as set forth on Schedule
3.03, the execution, delivery and performance by each of such Parent Party and
its Affiliates of this Agreement (to the extent a party hereto) does not, the
execution, delivery and performance by each of such Parent Party and its
Affiliates of each other Transaction Document to which it is, or is specified to
be, a party will not, and the consummation of the Transactions and compliance
with the terms of the Transaction Documents will not, conflict with or result in
any violation of or default (with or without notice or lapse of time, or both)
under, or give rise to a right of termination, cancellation or acceleration of
any obligation or to loss of a material benefit under, or to increased,
additional or accelerated rights or entitlements of any Person under, or result
in the creation of any Lien upon any of the properties or assets of such Parent
Party or its Affiliates under, any provision of (i) the Organizational Documents
of such Parent Party or its Affiliates, (ii) any Material Contract to which such
Parent Party or its Affiliates is a party or by which any of their respective
properties or assets is bound or (iii) any Jjudgment, order or decree
(collectively, "JUDGMENT") or any statute, law, ordinance, rule or regulation
(collectively, "APPLICABLE LAW") applicable to such Parent Party or its
Affiliates or their respective properties or assets, other than, in the case of
clauses (ii) and (iii) above, any such items that, individually or in the
aggregate, would not have a Material Adverse Effect. No consent, approval,
license, permit, order or authorization (collectively, "CONSENT") of, or
registration, declaration or filing with, any Federal, state, local or foreign
government or any court of competent Jjurisdiction, regulatory or administrative
agency or commission or other governmental authority or instrumentality,
domestic or foreign (collectively, "GOVERNMENTAL ENTITY"), is required to be
obtained or made by or with respect to either such Parent Party or any of its
Affiliates in connection with the execution, delivery and performance of the
Transaction Documents to which it is, or is specified to be, a party or the
consummation of the Transactions, other than such Consents, registrations,
declarations or filings, the failure of which to obtain or make, would not,
individually or in the aggregate, have a Material Adverse Effect or those set
forth on Schedule 3.03.

SECTION 3.04. CAPITALIZATION OF USAi; WARRANTS. USA1 represents and
warrants to Universal that as of the close of business on the Reference Date (a)
the authorized capital stock of USAi consisted of (i) 1,600,000,000 shares of
USAi Common Stock, of which 314,347,113 shares were then issued and outstanding
and 6,379,547 shares were then held in treasury, (ii) 400,000,000 shares of
Class B common stock of USAi, par value $.01 per share ("USAi CLASS B COMMON
STOCK"), of which 63,033,452 shares were then issued and outstanding and (iii)
100,000,000 shares of preferred stock of USAi, par value $.01 per share ("USAi
PREFERRED STOCK"), of which there were then no shares issued and outstanding
(the issued and outstanding shares in clauses (i) and (ii) above, collectively,
the "USAi SHARES"). Except for the USAi Shares and the other securities set
forth in this Section 3.04, there are no shares of capital stock or other equity
securities of USAi issued, reserved for issuance or outstanding. Except as set
forth on Schedule 3.04 or, with respect to preemptive rights, as set forth in
the Investment Agreement, the USAi1 Shares are duly authorized, wvalidly issued,
fully paid and nonassessable and not subject to or issued in violation of any
purchase option, call option, right of first refusal, preemptive right,
subscription right or any similar right under any provision of the DGCL, the
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certificate of incorporation or by-laws of USAi or any Contract to which USAi is
a party or otherwise bound. Other than (i) options to purchase an aggregate of
82,130,198 shares of USAi Common Stock issued pursuant to employee benefit plans
and agreements of USAi as of the date hereof, (ii) USANi Shares entitling the
holders thereof to acquire, in the aggregate, 181,366,238 shares of USAi Common
Stock and 146,570,000 shares of USAi Class B Common Stock, (iii) 31,620,064
shares of USAi Common Stock and 1,596,544 shares of USAi Class B Common Stock
issuable upon the exchange of shares of Home Shopping Network, Inc., (iv)
1,137,498 shares of USAi1i Common Stock issuable upon conversion of USAi's 7%
Convertible Subordinated Debentures due July 1, 2003, (v) 167,994 shares of USAi
Common Stock issuable upon the exercise of outstanding warrants, (vi) 452,500
shares of USAi Common Stock issuable under various restricted stock grants,

(vii) up to 54,271,825 shares of USAi Common Stock issuable pursuant to the
Expedia Agreement (including 25,739,216 shares of USAi1i Common Stock issuable
upon the conversion of shares of USAi Preferred Stock issuable pursuant to the
Expedia Agreement), (viii) up to 13,125,000 shares of USAi Preferred Stock
issuable pursuant to the Expedia Agreement and (ix) up to 16,965,000 shares of
USAi1 Common Stock issuable upon the exercise of warrants issuable pursuant to
the Expedia Agreement, as of the date hereof, except in connection with this
Agreement and the Transactions contemplated hereby, or as set forth in the
Investment Agreement, the Governance Agreement, the Stockholders Agreement, the
Exchange Agreement and the USANi LLC Agreement, as of the Reference Date there
were not any options, warrants, rights, convertible or exchangeable securities,
"phantom" stock rights, stock appreciation rights, stock-based performance
units, commitments, Contracts or undertakings of any kind to which USAi is a
party or by which USAi is bound (i) obligating USAi to issue, deliver or sell,
or cause to be issued, delivered or sold, additional shares of capital stock or
other equity interests in, or any security convertible or exercisable for or
exchangeable into any capital stock of or other equity interest in, USAi, (ii)
obligating USAi to issue, grant, extend or enter into any such option, warrant,
call, right, security, commitment, Contract, arrangement or undertaking or (iii)
that give any Person the right to receive any economic benefit or right similar
to or derived from the economic benefits and rights occurring to holders of USAi
Shares.

(b) USAi has full power to execute and deliver the Warrants, and the
Warrants have been, or as of the Closing Date will be, duly authorized by USAi
and, when duly executed, issued and delivered, will be duly and wvalidly issued
and outstanding and will constitute valid and legally binding obligations of
USAi, entitled to the benefits of the Warrant Agreement and enforceable against
USAi1 in accordance with their terms. As of the Closing Date, (i) 60,467,735
shares of USAi1i Common Stock, adjusted as set forth in Section 2.04 or pursuant
to Section 4.1(f) of the Warrant Agreement, shall be issuable upon the exercise
of the Warrants and (ii) such shares of USAi Common Stock have been or, prior to
the Closing Date, will be duly and validly authorized and reserved for issuance
upon exercise of the Warrants and, when issued upon such exercise, will be
validly issued, fully paid and nonassessable.

SECTION 3.05. THE CONTRIBUTED SUBSIDIARIES. USAi represents and warrants
to Universal that, (a) Schedule 3.05(a) sets forth, for each Contributed
Subsidiary, the amount of its authorized capital stock or other ownership
interests, the amount of its outstanding capital stock or other ownership
interests and the record and beneficial owners of its outstanding capital stock
or other ownership interests. Except as set forth on Schedule 3.05(a), there are
no shares of capital stock or other ownership interests in any such Contributed
Subsidiary issued, reserved for issuance or outstanding. All the outstanding
shares of capital stock or other ownership interests of each such Contributed
Subsidiary have been duly authorized and validly issued and are fully paid and
nonassessable and not subject to or issued in violation of any purchase option,
call option, right of first refusal, preemptive right, subscription right or any
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similar right under any provision of the DGCL, if applicable, the certificate of
incorporation, by-laws or other organizational documents of such Contributed
Subsidiary or any Contract to which such Contributed Subsidiary is a party or
otherwise bound. There are not any bonds, debentures, notes or other
indebtedness of any such Contributed Subsidiary having the right to vote (or
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convertible into, or exchangeable for, securities having the right to vote) on
any matters on which holders of capital stock or other ownership interests of
such Contributed Subsidiary may vote ("VOTING SUBSIDIARY DEBT"). Except as set
forth above, as of the date hereof, there are not any options, warrants, rights,
convertible or exchangeable securities, "phantom" stock rights, stock
appreciation rights, stock-based performance units, commitments, Contracts or
undertakings of any kind to which any such Contributed Subsidiary is a party or
by which any of them is bound (i) obligating such Contributed Subsidiary to
issue, deliver or sell, or cause to be issued, delivered or sold, additional
shares of capital stock or other ownership interests in, or any security
convertible or exercisable for or exchangeable into any capital stock of or
other ownership interests in, any such Contributed Subsidiary or Voting
Subsidiary Debt, (ii) obligating such Contributed Subsidiary to issue, grant,
extend or enter into any such option, warrant, call, right, security,
commitment, Contract, arrangement or undertaking or (iii) that give any Person
the right to receive any economic benefit or right similar to or derived from
the economic benefits and rights occurring to holders of capital stock or other
ownership interests of such Contributed Subsidiary. As of the date hereof, there
are not any outstanding contractual obligations of any such Contributed
Subsidiary to repurchase, redeem or otherwise acquire any shares of capital
stock of such Contributed Subsidiary.

(b) (i) Except for ownership interests in its wholly owned subsidiaries and
the ownership interests set forth on Schedule 3.05(b), as of the date hereof, no
Contributed Subsidiary owns, directly or indirectly, any capital stock,
membership interest, partnership interest, joint venture interest or other
equity interest in any Person, other than any interest in special purpose
subsidiaries formed in connection with motion picture or television production
projects, and (ii) the Contributed Subsidiaries do not own (or will not own as
of the Closing), directly or indirectly, any Excluded Assets and are not (or
will not be) liable (after giving effect to the indemnification provisions of
Article VII) in respect of any Excluded Liabilities.

SECTION 3.06. FINANCIAL STATEMENTS; NO UNDISCLOSED LIABILITIES. (a) USAi
represents and warrants to Universal that

(i) the consolidated financial statements of USAi included in the
documents filed by USAi with the SEC since January 1, 2000, through the date
hereof (the "USAi SEC DOCUMENTS") comply as to form in all material respects
with applicable accounting requirements and the published rules and
regulations of the SEC with respect thereto, have been prepared in
accordance with generally accepted accounting principles in the United
States ("U.S. GAAP") (except, in the case of unaudited statements, as
permitted by Form 10-Q of the SEC) applied on a consistent basis during the
periods involved (except as may be indicated in the notes thereto) and
present fairly, in all material respects, the consolidated financial
position of USAi and its consolidated subsidiaries as of the dates thereof
and the consolidated results of their operations and cash flows for the
periods then ended (subject, in the case of unaudited statements, to normal
year—-end audit adjustments). Except as set forth in the USAi SEC Documents,
as of the date of this Agreement, neither USAi nor any of its subsidiaries
has any liabilities or obligations of any nature (whether accrued, absolute,
contingent or otherwise) required by U.S. GAAP to be set forth on a
consolidated balance sheet or in the notes thereto and that, individually or
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in the aggregate, would have a Material Adverse Effect.

(ii) USAi has delivered to Universal a copy of the unaudited interim
balance sheet of USAi's Existing Business as of September 30, 2001 (the
"BALANCE SHEET"). The Balance Sheet has been prepared in accordance with
U.S. GAAP, from the books and records of USAi, and presents fairly, in all
material respects, the financial position of USAi's Existing Business as of
the date thereof, subject to normal year-end adjustments. Except as set
forth in the Balance Sheet, as of the date thereof, neither USAi nor any of
its subsidiaries had any liabilities or obligations of any nature (whether
accrued, absolute, contingent or otherwise) arising primarily out of the
conduct of USAi's Existing Business and required by U.S. GAAP to be set
forth on a consolidated balance sheet or in the notes thereto and that,
individually or in the aggregate, would have a Material Adverse Effect.
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(b) Universal represents and warrants to USAi that the consolidated
financial statements of Vivendi included in the documents filed by Vivendi with
the SEC since January 1, 2000, through the date hereof (the "VIVENDI SEC
DOCUMENTS") comply as to form in all material respects with applicable
accounting requirements and the published rules and regulations of the SEC with
respect thereto, have been prepared in accordance with generally accepted
accounting principles in France ("FRENCH GAAP") applied on a consistent basis
during the periods involved (except as may be indicated in the notes thereto)
and present fairly, in all material respects, the consolidated financial
position of Vivendi and its consolidated subsidiaries as of the dates thereof
and the consolidated results of their operations and cash flows for the periods
then ended (subject, in the case of unaudited statements, to normal year-end
audit adjustments). Except as set forth in the Vivendi SEC Documents, as of the
date of this Agreement, neither Vivendi nor any of its subsidiaries has any
liabilities or obligations of any nature (whether accrued, absolute, contingent
or otherwise) required by French GAAP to be set forth on a consolidated balance
sheet or in the notes thereto and that, individually or in the aggregate, would
have a Material Adverse Effect.

SECTION 3.07. CONTRACTS. USAi's SEC Reports complied in all material
respects with the disclosure requirements of Item 601 of Regulation S-K. Except
as set forth on Schedule 3.07 and except as would not have a Material Adverse
Effect, all of the Material Contracts are in full force and effect and are valid
and binding agreements of USAi or its Affiliates and, to the knowledge of USAi,
the other parties thereto, enforceable in accordance with their terms. Except as
set forth on Schedule 3.07, to the knowledge of USAi, no party is in default in
any material respect under any of the Material Contracts, nor does any condition
exist that with notice or the lapse of time or both would constitute such a
default. Except for the need to obtain the Consents listed on Schedule 3.03 and
except as would not have a Material Adverse Effect, the Transactions will not
affect the validity or enforceability of any of the Material Contracts. Except
as set forth on Schedule 3.07 or as would not have a Material Adverse Effect, as
of the date of this Agreement, no party to any Material Contract has informed
USAi or, to USAi's knowledge, its Affiliates, of its intention (x) to terminate
such Material Contract or amend the material terms thereof, (y) to refuse to
renew such Material Contract upon expiration of its term, or (z) to renew such
Material Contract upon expiration only on terms and conditions that are more
onerous to its Existing Business, as the case may be, than those now existing.

SECTION 3.08. CONTRIBUTED ASSETS. (a) Such Parent Party owns, directly or
indirectly, and has good and valid title to all such Parent Party's Contributed

Assets, free and clear of all Liens, except Permitted Liens.

(b) Neither such Parent Party nor any of its Affiliates owns (or will own as
of the Closing) any asset, property or right, tangible or intangible, that is

133



Edgar Filing: USA NETWORKS INC - Form PRES14A

primarily used in the business or operations of its Existing Business, other
than, in each case, such assets, properties and rights that are being
Contributed to the Partnership in accordance with this Agreement. Such Parent
Party's Contributed Assets are sufficient for the conduct of its business by the
Partnership immediately following the Closing in substantially the same manner
as currently conducted by such Parent Party.

SECTION 3.09. REAL PROPERTY. No fee estates are included in the Material
Real Property. Except as set forth on Schedule 3.09, USAi or an Affiliate
thereof has good title to all the Material Real Property, free and clear of all
Liens or other restrictions on the Material Real Property, except for Permitted
Liens. Except for that portion of the Material Real Property subject to leases
where USAi1 is lessor or sublessor and except as would not have a Material
Adverse Effect, USAi is in possession of, and has full legal and practical
access to, the Material Real Property. As of the date hereof there are no
pending or, to the knowledge of USAi, threatened condemnation or appropriation
proceedings against any of the Material Real Property, except as would not have
a Material Adverse Effect. With respect to each leasehold or subleasehold
interest included in the Material Real Property, USAi or its Affiliate has
enforceable rights to nondisturbance and quiet enjoyment, and no third party
holds any
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interest in the leased premises with the right to foreclose upon such leasehold
or subleasehold interest, except as would not have a Material Adverse Effect.

SECTION 3.10. INTANGIBLE PROPERTY. Except (i) as set forth on Schedule
3.10 or (ii) as has arisen in the ordinary course of business consistent with
past practice and without material diminution of the value thereof, to the
knowledge of USAi, no other person has any claim of ownership or right of use
with respect to its Intangible Property. The use of such Intangible Property by
USAi's Existing Business does not, and the use by the Partnership immediately
after the Closing will not, conflict with, infringe upon, violate, or interfere
with or constitute an appropriation of any right, title, interest, or goodwill,
including any intellectual property right, patent, trademark, trade name,
service mark, brand name, computer program, database, industrial design,
copyright, or any pending application therefor of any other Person (except for
such conflicts, infringements, violations or appropriations as would not have a
Material Adverse Effect), and, to the knowledge of USAi, there have been no
claims made, and USAi's Existing Business has not received any written notice,
that any such item of Intangible Property is invalid or conflicts with the
asserted rights of any Person (other than such invalidity or conflicts as would
not have a Material Adverse Effect).

SECTION 3.11. LICENSES. Each material License of USAi's Existing Business
has been validly issued and is in full force and effect, and USAi, or an
Affiliate thereof, is the authorized legal holder thereof and has complied in
all material respects with all the terms and conditions thereof. As of the date
hereof, there is no Proceeding pending or, to USAi's knowledge, threatened,
seeking the revocation, modification (in a manner adverse to USAi's Existing
Business) or limitation of any material License of USAi's Existing Business, and
no such License will be subject to suspension, modification, revocation or
non-renewal as a result of the execution of this Agreement or the consummation
of the Transactions, except for such suspensions, modifications, revocations or
non-renewals as would not have a Material Adverse Effect. USAi possesses all
material Licenses to own or hold under lease and operate its Contributed Assets
that are necessary to enable it to conduct its Existing Business as currently
conducted.

SECTION 3.12. ABSENCE OF CHANGES OR EVENTS. Except as set forth on
Schedule 3.12 and except as disclosed in such Parent Party's SEC Reports, since
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December 31, 2000 through the date hereof, (i) such Parent Party has caused its
Existing Business to be conducted in the ordinary course and in substantially
the same manner as previously conducted and (ii) there has not been any Material
Adverse Effect.

SECTION 3.13. COMPLIANCE WITH APPLICABLE LAWS. Except as disclosed in such
Parent Party's SEC Reports, the Existing Business of such Parent Party has been
and is presently being conducted in compliance with all Applicable Laws,
including those relating to the environment, except for instances of
noncompliance that, individually or in the aggregate, would not have a Material
Adverse Effect. Except as set forth on Schedule 3.13, (i) neither such Parent
Party nor any of its Affiliates has received any written communication during
the past year from a Governmental Entity that alleges that its Existing Business
is not in compliance in any material respect with any Applicable Laws and (ii)
neither such Parent Party nor any of its Affiliates has received any written
notice that any investigation or review by any Governmental Entity with respect
to any of its Contributed Assets or its Existing Business is pending or that any
such investigation is contemplated.

SECTION 3.14. LITIGATION. Except as set forth on Schedule 3.14 or as
disclosed in such Parent Party's SEC Reports, there are not any (i) outstanding
Judgments against or affecting such Parent Party, its Affiliates or its
Contributed Assets or Contributed Subsidiaries, or (ii) claims, actions, suits,
proceedings, arbitrations, investigations, inquiries, or hearings or notices of
hearings (collectively, "PROCEEDINGS") pending or, to the knowledge of such
Parent Party, threatened against or affecting such Parent Party, its Affiliates
or its Contributed Assets or Contributed Subsidiaries, by or against any
Governmental Entity or any other Person, that in any manner challenges or seeks
to prevent, enjoin,
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materially alter or materially delay the Transactions or that, individually or
in the aggregate, could reasonably be expected to have a Material Adverse
Effect.

SECTION 3.15. UNIVERSAL CONTRIBUTED INTERESTS. (a) Universal represents
and warrants to USAi that, as of the Closing Date, all the outstanding shares of
capital stock or other ownership interests of each Universal Contributed
Interest will have been duly authorized and validly issued and will have been
fully paid and non-assessable and not subject to or issued in violation of any
purchase option, call option, right of first refusal, preemptive right,
subscription right or any similar right under any provision of the DGCL, if
applicable, the certificate of incorporation, by-laws or other organizational
documents of such Universal Contributed Interest or any Contract to which such
Universal Contributed Interest is a party or otherwise bound. As of the Closing
Date, there will not be any bonds, debentures, notes or other indebtedness of
any such Universal Contributed Interest having the right to vote (or convertible
into, or exchangeable for, securities having the right to vote) on any matters
on which holders of capital stock or other ownership interests of such Universal
Contributed Interest may vote ("VOTING CONTRIBUTED INTEREST DEBT"). As of the
Closing Date, there will not be any options, warrants, rights, convertible or
exchangeable securities, "phantom" stock rights, stock appreciation rights,
stock-based performance units, commitments, Contracts or undertakings of any
kind to which any such Universal Contributed Interest is a party or by which any
of them is bound (i) obligating such Universal Contributed Interest to issue,
deliver or sell, or cause to be issued, delivered or sold, additional shares of
capital stock or other ownership interests in, or any security convertible or
exercisable for or exchangeable into any capital stock of or other ownership
interests in, any such Universal Contributed Interest or Voting Contributed
Interest Debt, (ii) obligating such Universal Contributed Interest to issue,
grant, extend or enter into any such option, warrant, call, right, security,
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commitment, Contract, arrangement or undertaking or (iii) that give any Person
the right to receive any economic benefit or right similar to or derived from
the economic benefits and rights occurring to holders of capital stock or other
ownership interests of such Universal Contributed Interest.

(b) As of the Closing Date, the Universal Contributed Interests will not
own, directly or indirectly, any Excluded Assets and will not be liable (after
giving effect to the indemnification provisions of Article VII) in respect of
any Excluded Liabilities.

SECTION 3.16. BROKERS OR FINDERS. No agent, broker, investment banker or
other firm or person is or will be entitled to receive from a Parent Party or
its Affiliates or the Partnership any broker's or finder's fee or any other
commission or similar fee in connection with any of the Transactions, except (i)
as to Universal and its Affiliates, Goldman, Sachs & Co., whose fees and
expenses will be paid by Universal, and (ii) as to USAi and its Affiliates,
Allen & Co. and Bear, Stearns & Co., whose fees and expenses will be paid by
USAi.

SECTION 3.17. INVESTMENT INTENT. Such Parent Party understands that (i)
the interests in the Partnership to be issued to it as contemplated by the
Partnership Agreement have not been, and will not be, registered under the
Securities Act of 1933, as amended, or under any state securities laws, and are
being offered and sold in reliance upon federal and state exemptions for
transactions not involving any public offering, and (ii) to the extent it or any
of its Affiliates acquires any of the interests in the Partnership as
contemplated by the Partnership Agreement, it or such Affiliate will be
acquiring such shares solely for its own account for investment purposes, and
not with a view to the distribution thereof.

SECTION 3.18. TAX MATTERS. (a) All material Returns required to be filed
by such Parent Party for taxable periods ending on or prior to the Closing Date
by, or with respect to, its Existing Business have been or will be filed in
accordance with all applicable laws, and all Taxes due have been or will be
paid, except where the failure to so file or so pay would not reasonably be
expected to have, in the aggregate, a Material Adverse Effect.
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(b) USAi represents and warrants that, except as set forth on Schedule
3.18(b), each entity to be Contributed to the Partnership by USAi or USANi Sub
pursuant to this Agreement and Section 3.01 of the Partnership Agreement will be
treated as a pass-through entity for U.S. federal income tax purposes at the
time of contribution.

SECTION 3.19. EMPLOYEE MATTERS. (a) For purposes hereof, "USAi BENEFIT
ARRANGEMENTS" shall mean all material employee benefit plans or arrangements
that cover any employee of USAi's Existing Business (the "USAi BUSINESS

EMPLOYEES") including any employment, severance, or other similar contract,
arrangement or policy and each plan or arrangement (written or oral) providing
for insurance coverage (including any self-insured arrangements), workers'

compensation, disability benefits, supplemental unemployment benefits, vacation
benefits, or retirement benefits or for deferred compensation, profit-sharing,
bonuses, stock options, stock appreciation rights, stock purchases, or other
forms of incentive compensation or post-retirement insurance, compensation, or
benefits.

(b) No USAi Benefit Arrangement is an "employee pension benefit plan," as
defined in Section 3(2) of ERISA (an "USAi PENSION PLAN"), that is subject to
Title IV of ERISA or Section 412 of the Code, and no USAi Benefit Arrangement
provides post-retirement welfare benefits, except as required by law. Neither
USAi1 nor any of its Affiliates has incurred or expects to incur any liability or
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lien under Title IV of ERISA or Section 412 of the Code, which liability or lien
would be reasonably expected to have a Material Adverse Effect.

(c) Without limiting the generality of Section 3.19(b), except as set forth
on Schedule 3.19(c) to be provided within 10 Business Days hereafter, no USAi
Benefit Arrangement or employee benefit plans of any of its Affiliates or any
entity required to be combined with USAi or any of its Affiliates under Section
414 (b), Section 414 (c), Section 414 (m), or Section 414 (o) of the Code (an "ERISA
AFFILIATE") 1is a "multiemployer pension plan," as defined in Section 3(37) of
ERISA, and neither USAi nor any of its Affiliates nor any of its ERISA
Affiliates has incurred or expects to incur any liability or lien with respect
to any multiemployer pension plan which liability or lien would be reasonably
expected to have a Material Adverse Effect.

(d) Except as set forth on Schedule 3.19(d), none of USAi, any of its
Affiliates, or any of its ERISA Affiliates has incurred, or expects to incur
solely as a result of the consummation of the Transactions (including any
termination of employment in connection therewith), any cost, fee, expense,
liability, claim, suit, obligation, or other damage with respect to any USAi
Pension Plan, or any USAi1 Benefit Arrangement that could give rise to the
imposition of any liability, cost, fee, expense, or obligation on the
Partnership or any of its Affiliates, which would be reasonably expected to have
a Material Adverse Effect, and, to USAi's knowledge, no facts or circumstances
exist that could give rise to any such cost, fee, expense, liability, claim,
suit, obligation, or other damage, which would be reasonably expected to have a
Material Adverse Effect. Except as set forth on Schedule 3.19(d), neither the
execution and delivery of this Agreement nor the consummation of the
Transactions (including any terminations of employment in connection therewith)
will (i) increase any benefits otherwise payable under any USAi Benefit
Arrangement, which would be reasonably expected to have a Material Adverse
Effect or (ii) result in the acceleration of the time of payment or vesting of
any such payment, which would be reasonably expected to have a Material Adverse
Effect.

(e) USAi will deliver or make available to Universal within ten business
days hereafter true and complete copies of each of the following documents:

(i) each USAi Benefit Arrangement (and, if applicable, related trust
agreements) and all amendments thereto, and (if applicable) each summary
plan description together with any summary of material modifications;

(ii) each written USAi Benefit Arrangement and written descriptions
thereof that has been distributed to the USAi Business Employees (including
descriptions of the number and level of employees covered thereby); and
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(iii) each employee handbook or similar document describing any USAi
Benefit Arrangement applicable to the USAi1i Business Employees.

(f) Except as set forth on Schedule 3.19(f) to be provided within 10
Business Days hereafter, no controversies, disputes or proceedings are pending
or, to USAi's knowledge, threatened, between USAi or any of its Affiliates, and
any of the USAi Business Employees, which would be reasonably expected to have a
Material Adverse Effect. Except as set forth on Schedule 3.19(f) to be provided
within 10 Business Days hereafter, no labor union or other collective bargaining
unit represents or, to USAi's knowledge, claims to represent any USAi Business
Employees and, to USAi's knowledge, there is no union campaign being conducted
to solicit cards from employees to authorize a union to request a National Labor
Relations Board Certification election with respect to any USAi Business
Employees.
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(g) Except where any such failure would not be reasonably expected to have a
Material Adverse Effect, all USAi Benefit Arrangements (i) comply in all
material respects with Applicable Law, including but not limited to ERISA and
the Code, and (ii) have been administered in all material respects in accordance
with their terms, and all required contributions have been made to such USAi
Benefit Arrangements. Except as set forth on Schedule 3.19(g), all USAi Pension
Plans that are intended to be qualified under Section 401 (a) of the Code have
received a favorable determination letter from the Internal Revenue Service, and
USAi1 has no knowledge of any events that would cause such letter to be revoked.

ARTICLE IV
AGREEMENTS AND COVENANTS

SECTION 4.01. COVENANTS RELATING TO CONDUCT OF BUSINESS. (a) Except for
matters set forth in Schedule 4.01 or otherwise expressly permitted by the terms
of this Agreement, from the date hereof to the Closing, each Parent Party shall
cause its respective Existing Business to be conducted in the usual, regular and
ordinary course in substantially the same manner as previously conducted
(including with respect to advertising, promotions, capital expenditures and
inventory levels) and use all reasonable efforts to keep intact the respective
businesses of such Parent Party's Existing Business, keep available the services
of their current employees and preserve their relationships with customers,
suppliers, licensors, licensees, distributors and others with whom they deal to
the end that their respective businesses shall be unimpaired at the Closing.
Each Parent Party shall not, and shall not permit any of its Affiliates to, take
any action that would, or that could reasonably be expected to, result in any of
the conditions set forth in Article V not being satisfied. In addition (and
without limiting the generality of the foregoing), except as set forth in
Schedule 4.01 or otherwise expressly permitted or required by the terms of this
Agreement, each Parent Party shall not, and shall not permit any of its
Affiliates to, do any of the following in connection with its Existing Business
without the prior written consent of the other Parent Party:

(i) with respect to any of its Contributed Subsidiaries, amend its
Organizational Documents, except as is necessary to consummate the
Transactions;

(ii) other than sweeping cash in the ordinary course of business
consistent with past practice, make any declaration or payment of any
dividend or any other distribution in respect of its equity interest in any
Contributed Subsidiary;

(iii) with respect to any of its Contributed Subsidiaries, redeem or
otherwise acquire any shares of its capital stock or issue any capital stock
(except upon the exercise of outstanding options) or any option, warrant or
right relating thereto or any securities convertible into or exchangeable
for any shares of such capital stock;

(iv) incur or assume any indebtedness for borrowed money or guarantee
any such indebtedness in connection with its Existing Business;
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(v) permit, allow or suffer any Contributed Assets to become subjected
to any Lien of any nature whatsoever, except Permitted Liens;

(vi) cancel any material indebtedness (individually or in the aggregate)
or waive any claims or rights of substantial value relating to its Existing

Business;

(vii) except for intercompany loans among Contributed Subsidiaries in
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the ordinary course of business or transactions in the ordinary course,
consistent with past practice and not material in amount, pay, loan or
advance any amount to, or sell, transfer or lease any of its assets to, or
enter into any agreement or arrangement with any of its Affiliates;

(viii) make any change in any method of financial accounting or
financial accounting practice or policy of its Existing Business other than
those required by generally accepted accounting principles;

(ix) make any change in the methods or timing of collecting receivables
or paying payables with respect to its Existing Business;

(x) other than in the ordinary course of business, make or incur any
capital expenditure in connection with its Existing Business that is not
currently approved in writing or budgeted;

(xi) sell, lease, license or otherwise dispose of any of the assets of
its Existing Business, except inventory, programming or other goods or
services sold in the ordinary course of business consistent with past
practice; or

(xii) authorize any of, or commit or agree to take, whether in writing
or otherwise, to do any of, the foregoing actions.

(b) Except as set forth in Schedule 4.01 or otherwise expressly permitted by
the terms of this Agreement or any ancillary agreements that may be entered into
in connection with the Transactions, USAi shall not, and shall not permit any of
its Affiliates to:

(1) adopt or amend any USAi1 Benefit Arrangement (or any plan or
arrangement that would be an USAi Benefit Arrangement 1f adopted) relating
primarily to its Existing Business or enter into, adopt, extend (beyond the
Closing Date), renew or amend any collective bargaining agreement or other
Contract relating to its Existing Business with any labor organization,
union or association, except in each case, in the ordinary course of
business and consistent with past practice or as required by Applicable Law;
or

(ii) (A) grant to any USAi Business Employee any increase in
compensation or benefits, except grants in the ordinary course of business
and consistent with past practice or as may be required under agreements in
existence on the date of this Agreement or (B) grant new options or
restricted stock to any USAi1 Business Employee except as may be required
under agreements in existence on the date of this Agreement.

(c) Each Parent Party shall promptly advise the other Parent Party in
writing of the occurrence of any matter or event that is material to the
business, assets, financial condition, or results of operations of its Existing
Business, taken as a whole.

(d) Notwithstanding any other provision of this Agreement, following the
date hereof, each Parent Party shall manage its cash (including any sweeps
thereof), payables and receivables relating to its Existing Business in each
case in the ordinary course of business and consistent with past practice.

SECTION 4.02. ACCESS TO INFORMATION. Except as may be deemed appropriate
to ensure compliance with any Applicable Laws and subject to any applicable
privileges, from the date hereof to the Closing Date each Parent Party (i) shall
give the other Parent Party and its authorized representatives reasonable access
to the offices, properties, books and records of it relating to its
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Existing Business during normal business hours and upon reasonable prior notice,
(ii) shall furnish to such other Parent Party and its authorized representatives
such financial and operating data and other information relating to such
Existing Business as such other Parent Party may reasonably request and (iii)
shall instruct its employees and representatives to cooperate with such other
Parent Party in its investigation of such Existing Business, all for the purpose
of enabling such other Parent Party and its authorized representatives to
conduct, at their own expense, business and financial reviews, investigations
and studies of such Existing Business. No investigation pursuant to this Section
4.02 shall affect or otherwise obviate or diminish any representations or
warranties of any Parent Party or conditions to the obligations of any Parent
Party.

SECTION 4.03. CONFIDENTIALITY. Each Parent Party acknowledges that the
information being provided to it in connection with the consummation of the
Transactions, as well as the information relating to its Existing Business that
will be Contributed to the Partnership as of the Closing Date, is intended to be
kept confidential, and each Parent Party shall keep confidential, and cause its
Affiliates and instruct its and their officers, directors, employees and
advisors to keep confidential, all such information, except as required by law
or administrative process and except for information that is currently available
to the public, or thereafter becomes available to the public other than as a
result of a breach of this Section 4.03. The covenant set forth in this Section
4.03 shall terminate five years after the date of this Agreement.

SECTION 4.04. REASONABLE BEST EFFORTS. (a) On the terms and subject to the
conditions of this Agreement, each Parent Party and its Affiliates shall use its
reasonable best efforts to cause the Closing to occur as soon as practicable
after the date hereof (but subject to the satisfaction of the conditions set
forth in Article V), including taking all reasonable actions necessary to comply
promptly with all legal requirements that may be imposed on it or any of its
Affiliates with respect to the Closing.

(b) Subject to Section 2.05, prior to the Closing each Parent Party (at its
own expense) shall use its reasonable best efforts to obtain, and shall cause
its Affiliates to cooperate in obtaining, all consents and approvals from third
parties necessary or appropriate to permit the contributions contemplated by
Section 2.03 and the consummation by such Parent Party and its Affiliates of the
Transactions.

(c) Following the date hereof, each Parent Party shall file promptly any
forms required under applicable law and take any other action reasonably
necessary in connection with obtaining the expiration or termination of the
waiting periods under the Hart-Scott-Rodino Antitrust Improvements Act of 1976,
as amended, to the extent applicable to the Transactions.

SECTION 4.05. EXPENSES; TRANSFER TAXES. (a) Whether or not the Closing
takes place, and except as set forth in Section 6.02(b) or in Article VII, all
costs and expenses incurred in connection with the preparation of the
Transaction Documents and the consummation of the Transactions shall be paid by
the party incurring such costs and expenses, including all costs and expenses
incurred pursuant to Section 4.04.

(b) Any liabilities, obligations or commitments for transfer, documentary,
sales, use, registration, value-added and other similar Taxes, governmental fees
or other like assessments or charges of any kind whatsoever and related amounts
(including any penalties, interest and additions thereto) (each, a "TRANSFER
TAX") shall be paid as follows: (i) USAi shall pay all Transfer Taxes on the
contribution to the Partnership of the USANi Contributed Interests and the
membership interests in USA Films pursuant to Section 2.03(a), (ii) Universal
shall pay all Transfer Taxes on the contribution of the Universal Contributed
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Interests and the USANi Distributed Interests to the Partnership pursuant to
Section 2.03(a) and (iii) each Parent Party shall pay one half of the Transfer
Taxes on the distribution by USANi of the USANi Distributed Interests pursuant
to Section 2.02. The Parent Party responsible for paying a Transfer Tax shall
use (and cause its Affiliates to use) its reasonable efforts to avail itself of
any available exemptions from any such Transfer Taxes, and the Parent Parties
shall cooperate with
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one another in providing any information and documentation that may be necessary
to obtain such exemptions.

SECTION 4.06. DISTRIBUTION AGREEMENTS. (a) On the earlier to occur of (i)
the Closing Date and (ii) the date on which this Agreement is terminated in
accordance with Section 6.01, the Distribution Agreements shall terminate (and
each Parent Party shall take all efforts necessary to effectuate the foregoing),
and the parties thereto shall have no further obligations or liabilities
thereunder (including under the provisions of each such agreement relating to
(x) distribution obligations after termination or (y) rights of first
negotiation and last refusal after termination), except with respect to services
rendered prior to the date of such termination.

(b) On the Closing Date, the Ancillary Distribution Agreements shall
terminate (and each Parent Party shall take all efforts necessary to effectuate
the foregoing), and the parties thereto shall have no further obligations or
liabilities thereunder, except with respect to services rendered prior to the
date of such termination.

(c) Each Parent Party agrees, on behalf of itself and its Affiliates, that
for a reasonable period of time and not less than one year following the
termination of the Distribution Agreements, it or its Affiliates will make
available to the other Parent Party and its Affiliates (for the domestic and
international distribution of television programming produced by such Parent
Party or its Affiliates), any excess capacity, under existing output agreements
or otherwise, with respect to the domestic and international distribution of
television programming that such Parent Party and its Affiliates are unable to
use for their own programming. In connection with the termination of the
agreements set forth in Section 4.06(a), Universal and USAi shall cooperate and
act in good faith (i) to continue to provide television distribution, including
access to output agreements, for a period of one-year following the termination
date under Section 4.06(a) on terms and conditions (not including with respect
to exclusivity, non-compete and the like) consistent with past practice, and
(ii) to provide for the orderly wind down of any in-process commitments or
obligations so as not to unreasonably disrupt the Existing Businesses.

SECTION 4.07. PUBLICITY. From the date hereof through the Closing Date, no
public release or announcement concerning the Transactions shall be issued by
any party or any of its Affiliates without the prior consent of the other
parties (which consent shall not be unreasonably withheld), except as such
release or announcement may be required by law or the rules or regulations of
any United States or foreign securities exchange or commission (in which case
the party required to make the release or announcement shall allow the other
parties reasonable time to comment on such release or announcement in advance of
such issuance); PROVIDED, HOWEVER, that a party may make internal announcements
to its and its Affiliates' employees that are consistent with the parties' prior
public disclosures regarding the Transactions.

SECTION 4.08. FURTHER ASSURANCES. (a) From time to time prior to and after
the Closing, as and when reasonably requested by another party, each party shall
execute and deliver, or cause to be executed and delivered, all such documents
and instruments and shall take, or cause to be taken, all such further or other
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actions (subject to Section 4.04), as such other party may reasonably deem
necessary or desirable to consummate the Transactions.

(b) Universal and its Affiliates and Liberty and its Affiliates shall use
their respective reasonable best efforts (subject to the terms of the
Universal/Liberty Merger Agreement) to cause the conditions to closing set forth
in Sections 6.01, 6.02 and 6.03 of the Universal/Liberty Merger Agreement to be
satisfied as promptly as practicable. Universal and its Affiliates shall not,
without USAi's written consent, terminate the Universal/Liberty Merger Agreement
(other than pursuant to Section 7.01(a) (iv) thereof) or amend the
Universal/Liberty Merger Agreement in any manner that would (i) delay the
consummation of the Transactions in any material respect, or (ii) increase the
consideration payable to Liberty and/or its Affiliates thereunder, other than in
connection with any amendments entered into pursuant to Section 5.01(d) of the
Universal/Liberty Merger Agreement.
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(c) In the event that at any time or from time to time after the Closing,
any Parent Party (or its Affiliates) shall receive or otherwise possess any
Contributed Asset that was not assigned or otherwise transferred to the
Partnership at the Closing, such Parent Party shall promptly use its reasonable
best efforts to transfer, or cause to be transferred, such asset to the
Partnership. Prior to any such transfer, the Parent Party (or its Affiliates)
possessing such asset shall hold such asset (and all earnings generated by such
asset from and after the Closing) in trust for the Partnership.

SECTION 4.09. BOARD RECOMMENDATION. Neither the USAi Board nor any
committee thereof shall withdraw or modify in a manner adverse to Universal, or
propose to withdraw or modify, in a manner adverse to Universal, the approval or
recommendation by the USAi Board or any such committee of this Agreement, the
other Transaction Documents to which USAi is a party or the Transactions.
Notwithstanding the foregoing, if, prior to the USAi Stockholder Approvals, (a)
a majority of the Special Committee determines in good faith, following receipt
of the advice of outside counsel, that it is necessary to do so in order to
comply with its fiduciary obligations, the Special Committee may withdraw or
modify its recommendation of this Agreement, the other Transaction Documents to
which USAi is a party and the Transactions, and (b) a majority of the USAi Board
determines in good faith, following receipt of the advice of outside counsel,
that it is necessary to do so in order to comply with its fiduciary obligations,
the USAi1 Board may withdraw or modify its recommendation to USAi's stockholders
of this Agreement, the other Transaction Documents to which USAi is a party and
the Transactions; PROVIDED that neither the Special Committee nor the USAi Board
may take any action that would result in USAi's stockholders no longer being
legally capable under the DGCL of approving or authorizing this Agreement or the
Transactions.

SECTION 4.10. PREPARATION OF PROXY STATEMENT; STOCKHOLDERS MEETING. (a) As
soon as practicable after execution of this Agreement, USAi shall prepare and
file with the SEC a preliminary Proxy Statement, in form and substance
reasonably satisfactory to Universal, and shall use its reasonable best efforts
to respond, after consultation with Universal, as promptly as practicable to any
comments of the SEC with respect thereto. USAi shall notify Universal promptly
of the receipt of any comments from the SEC or its staff and of any request by
the SEC or its staff for amendments or supplements to the Proxy Statement or for
additional information. USAi shall supply Universal with copies of all
correspondence between it or its representatives, on the one hand, and the SEC
or its staff, on the other hand, with respect to the Proxy Statement. Universal
shall cooperate with USAi in providing any information or responses to comments,
or other assistance, reasonably requested in connection with the foregoing. If
at any time prior to receipt of the USAi Stockholder Approvals there shall occur
any event that should be set forth in an amendment or supplement to the Proxy
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Statement, USAi shall promptly prepare and mail to its stockholders such an
amendment or supplement. USAi shall use its reasonable best efforts to cause the
Proxy Statement to be mailed to its stockholders as promptly as practicable
after filing with the SEC. The Proxy Statement shall comply in all material
respects with all applicable requirements of law. None of the information
supplied or to be supplied by Vivendi, USAi or their respective Affiliates for
inclusion or incorporation by reference in the proxy statement will contain any
untrue statement of material fact or omit to state any material fact required to
be stated therein or necessary in order to make the statements therein not
misleading.

(b) USAi shall duly call, give notice of, convene and hold a meeting of its
stockholders (the "USAi1i STOCKHOLDERS MEETING") for the purpose of seeking the
USAi1 Stockholder Approvals as soon as practicable after the filing of the
definitive Proxy Statement. USAi shall, through the USAi Board, recommend to its
stockholders that they give the USAi Stockholder Approvals, except to the extent
that the USAi Board shall have withdrawn or modified its recommendation to
USAi's stockholders of this Agreement and the Transactions as permitted by
Section 4.09. USAi agrees that its obligations pursuant to this Section 4.10
shall not be affected by the withdrawal or modification by the USAi Board or any
committee thereof of such Board's or such committee's recommendation to USAi's
stockholders of this Agreement or the Transactions.
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(c) Subject to clause (b) of this Section 4.10, each Parent Party shall use
its reasonable best efforts to take, or cause to be taken, all actions, and to
do, or cause to be done, and to assist and cooperate with the other Parent Party
in doing, all things necessary, proper or advisable to obtain the USAi
Stockholder Approvals.

(d) At any meeting of the stockholders of USAi called to seek the USAi
Stockholder Approvals or in any other circumstances upon which a vote, consent
or other approval (including by written consent) with respect to this Agreement
or the Transactions is sought, such Parent Party or Diller, as applicable, shall
vote (or cause to be voted) any USAi Common Stock over which such Parent Party
or Diller, as applicable, has the power to vote in favor of granting the USAi
Stockholder Approvals.

SECTION 4.11. COMMERCIAL ARRANGEMENTS. (a) Each Parent Party shall enter
into (or cause its Affiliates to enter into) a series of strategic and
commercial alliances with one another covering the transactional and internet
businesses of such Parent Party and its Affiliates on the Closing Date;
PROVIDED, that if such alliances are not entered into on or prior to the Closing
Date, the obligations under this provision shall continue after the Closing
Date. The commitment to enter into such agreements is an integral part of the
Transactions and the Parent Parties and their respective Affiliates shall
negotiate in good faith the terms thereof, which shall be mutually beneficial
and on mutually satisfactory terms and designed to treat each Parent Party and
its Affiliates as a "preferred partner" of the other.

(b) The Parent Parties shall negotiate in good faith to enter into an
agreement on the Closing Date pursuant to which the Partnership will provide
affiliate distribution of the Home Shopping Network, America's Store and other
transactional services (such as a travel network) on an arm's-length basis;
PROVIDED, that if such agreement is not entered into on or prior to the Closing
Date, the obligations to provide such affiliate distribution shall continue
after the Closing Date.

(c) The Parent Parties agree to the arrangements set forth on Schedule
4.11(c) .
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(d) The failure to enter into any of the agreements set forth in this
Section 4.11 prior to the Closing Date will not constitute a failure of the
condition set forth in Section 5.02 (b).

SECTION 4.12. TAX MATTERS. (a) The Parent Parties intend that the
Partnership be treated as a partnership for United States federal income tax
purposes and agree to take no actions inconsistent with such treatment. The
Parent Parties agree, except as otherwise required pursuant to a final
determination within the meaning of Section 1313 (a) (1) of the Code, to treat the
transactions contemplated by Section 2.02 as a distribution by USANi to
Universal and/or its Affiliates governed by Section 731 of the Code and the
transactions contemplated by Sections 2.03 as a contribution of property to the
Partnership governed by Section 721 (a) of the Code and a distribution by the
Partnership to USANi Sub, in each case that will not result in recognition of
gain or loss by any Parent Party or any of their respective Affiliates under any
provision of the Code or the Treasury Regulations thereunder.

(b) To the extent any entity to be Contributed to the Partnership by
Universal pursuant to this Agreement and Section 3.01 of the Partnership
Agreement is treated as other than a pass-through entity for U.S. federal income
tax purposes, Universal shall take all reasonable actions necessary to cause
such entity (or its successor) to be treated as a pass-through entity for U.S.
federal income tax purposes (a "CONVERSION"), provided that Universal has
determined in good faith that (i) neither Universal nor any of its Affiliates
shall suffer a material tax detriment or any other material cost as a result of
such Conversion and (ii) such Conversion is not prohibited by applicable
contract or law.

(c) Subject to Universal delivering to USAi a schedule setting forth
Universal's (or any of its Affiliate's) adjusted tax basis in any assets that
were contributed to USANi or any of its subsidiaries by Universal (or any of its
Affiliates) in a transaction in which USANi or any of its subsidiaries took a
transferred basis, USAi will deliver to Universal no later than 30 days prior to
the Closing Date a
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schedule setting forth to USAi's best knowledge USANi Sub's tax basis,
immediately after the Effective Time, in its interest in the Partnership.

(d) No later than 30 days prior to the Closing Date, USAi shall deliver to
Universal a schedule setting forth, to the best knowledge of USAi, the adjusted
tax basis of USAi or USANi Sub, as the case may be, in each of the assets to be
contributed by USAi or USANi Sub, as the case may be, to the Partnership.

SECTION 4.13. AGREEMENT NOT TO COMPETE. (a) USAi understands that the
Partnership shall be entitled to protect and preserve the going concern value of
USAi's Existing Business to the extent permitted by law and that Universal would
not have entered into this Agreement absent the provisions of this Section 4.13
and, therefore, for a period from the Closing Date until the date that is the
later of (1) 18 months after the Closing Date and (2) six calendar months after
the date upon which Diller ceases to be the CEO of the Partnership, USAi shall
not, and shall cause each of its controlled Affiliates not to, directly or
indirectly:

(i) engage in the Business or acquire any interest in any Person engaged
in the Business; and

(ii) (A) solicit, recruit or hire any employees of any Existing Business
or the Partnership or Persons who have worked for any Existing Business or
the Partnership, in each case other than employees who perform solely
clerical functions for such Persons, (B) solicit or encourage any employee
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of any Existing Business or the Partnership to leave the employment of any
Existing Business or the Partnership, in each case other than employees who
perform solely clerical functions for such Persons, and (C) disclose or
furnish to anyone any confidential information relating to its Existing
Business or the Partnership or otherwise use such confidential information
for its own benefit or the benefit of any other Person; PROVIDED that the
non-solicitation provisions of clauses (A) and (B) shall be deemed not
breached by any advertisement or general solicitation that is not
specifically targeted at the employees or Persons referred to therein;

PROVIDED, FURTHER, that if at any time after 18 months after the Closing Date
(x) Diller shall cease to be the CEO or an officer of USAi or any of its
Affiliates but shall still be the CEO of the Partnership, or (y) Diller resigns
as CEO of the Partnership for Good Reason or is terminated without Cause (each,
as defined in the Partnership Agreement), then the restrictions set forth in
this Section 4.13(a) shall cease to apply. Notwithstanding the foregoing, USAi
agrees that it shall not restructure, reorganize or take any other action in an
effort to circumvent the terms or intent of this Section 4.13(a).

(b) Section 4.13(a) shall be deemed not breached as a result of the
ownership by USAi or any of its Affiliates of: (i) interests in the Partnership,
(ii) less than an aggregate of 5% of any class of stock of a Person engaged,
directly or indirectly, in the Business; PROVIDED, HOWEVER, that such stock is
listed on a national securities exchange, (iii) Vivendi ordinary shares as the
result of the exercise of a put or a call under Section 10.03 of the Partnership
Agreement, (iv) less than 10% in value of any instrument of indebtedness of a
Person engaged, directly or indirectly, in the Business, and (v) the whole or
any part of an acquired Person or business which carries on the Business, where
less than 30% of such Person's revenues are generated by the Business, and USAi
or its Affiliates will dispose of such Business within six months of its
acquisition, PROVIDED that such disposition may be delayed pending receipt of
required regulatory approvals.

(c) USAi agrees that this covenant is reasonable with respect to its
duration and scope. If, at the time of enforcement of this Section 4.13, a court
holds that the restrictions stated herein are unreasonable under the
circumstances then existing, the parties hereto agree that the period and scope
legally permissible under such circumstances will be substituted for the period
and scope stated herein.

SECTION 4.14. USAi PARTNERSHIP INTERESTS. USAi covenants and agrees that
at all times its interests in the Partnership shall be held directly by USAi or
by a wholly owned direct or indirect subsidiary of USAi, PROVIDED, HOWEVER, that
this covenant shall not be deemed to be breached solely as a
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result of the fact that Home Shopping Network, Inc. is not a wholly owned
subsidiary of USAi, so long as Liberty and USAi remain the only shareholders of
Home Shopping Network, Inc. and Liberty's ownership percentage of Home Shopping
Network, Inc. does not increase materially.

SECTION 4.15. OFFICERS OF THE PARTNERSHIP. Universal shall cause Diller to
be appointed as the CEO and Chairman of the Partnership, as contemplated by the
Partnership Agreement.

SECTION 4.16. PARTNERSHTIP AGREEMENT OBLIGATIONS. Vivendi shall comply with
the terms of Section 10.03 of the Partnership Agreement and Universal shall
comply with the terms of Sections 8.07 and 10.03 of the Partnership Agreement,
in each case, as if it were a party to such agreement. Vivendi shall cause the
general partner of the Partnership to perform all of its obligations as the
general partner under the Partnership Agreement.
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SECTION 4.17. COMMITTED LLC SHARES; COMMITTED COMMON EQUITY. (a) Between
the date hereof and the Closing, Universal shall not, and shall not permit any
of its Affiliates to, sell, transfer, pledge, encumber, assign or otherwise
dispose of, or enter into any contract, option or other arrangement or
understanding with respect to the sale, transfer, pledge, encumbrance,
assignment or other disposition of, the Committed LLC Shares. Any transfer of
Committed LLC Shares not permitted hereby shall be null and void.

(b) Following the Closing and until such time that the obligations in
Section 8.07 of the Partnership Agreement are satisfied, Universal and its
Affiliates shall at all times retain at least 43,181,308 shares of USAi Common
Stock and 13,430,000 shares of USAi Class B Common Stock (as adjusted for stock
splits and the like, together, the "COMMITTED COMMON EQUITY"), in each case,
free of any Liens, except Permitted Liens. To the extent that some, but not all,
of the Committed Common Equity is required to satisfy Universal's obligations
under the Partnership Agreement, Universal and its Affiliates shall satisfy such
obligations, first out of USAi Class B Common Stock, and second out of USAi
Common Stock.

SECTION 4.18. PARTNERSHIP. (a) Universal shall ensure that the
Partnership, when formed, is formed as a Delaware limited liability limited
partnership, is formed for the purpose of engaging in the Transactions and for
the other purposes set forth in the Partnership Agreement, and, following its
formation through to the Closing, does not engage in any business activities or
incur any liabilities, other than as specifically contemplated by the
Transactions.

(b) Universal shall from time to time, directly or indirectly, contribute
sufficient equity to the Partnership to ensure the Partnership is able to
perform all of its obligations under Sections 8.01, 8.02 and 8.06 of the
Partnership Agreement.

SECTION 4.19. SUBSTITUTE LETTERS OF CREDIT; GUARANTEES. As promptly as
practicable following the date hereof, USAi shall provide to Universal a list of
letters of credit, guarantees and any similar obligations of USAi and its
Affiliates (other than the Contributed Subsidiaries) primarily related to USAi's
Existing Business and not constituting Excluded Liabilities. Effective as of the
Closing, Universal shall cause the Partnership or one of its Affiliates to
procure substitute letters of credit, and shall cause the Partnership or one of
its Affiliates to be substituted in all respects for any of USAi or its
Affiliates (other than the Contributed Subsidiaries) with respect to any such
matters.

SECTION 4.20. USANi TAX DISTRIBUTION. A distribution (as calculated
pursuant to Section 8.2 of the USANi LLC Agreement) shall be made by USANi to
each Liberty Party that holds an interest in USANi prior to the exchanges of
USANi Shares for Shares of USAi Common Stock contemplated by Section 2.01 of the
Universal/Liberty Merger Agreement (the "TAX DISTRIBUTION"), and the proceeds of
such Tax Distribution shall be distributed by such Liberty Party to its
shareholder, immediately prior to any Merger involving such Liberty Party. The
amount of such Tax Distribution shall be calculated in the good faith judgment
of USANi based on facts known as of the date of such Tax Distribution and such
Tax Distribution shall be made with respect to any taxable period (or portion
thereof) of USANi (up to
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and including the Closing Date) and such determination shall be final and
binding upon the parties. For purposes of this Section 4.20, "Liberty Party" and
"Merger" shall have the meanings assigned to such terms by the Universal/Liberty
Merger Agreement.
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SECTION 4.21. LEASE ARRANGEMENT. For a reasonable transition period of up
to two years following the Closing (but in no event later than the date that
executives of USAi's Existing Business as of the date hereof cease to occupy
such premises), the Partnership shall be entitled to occupy the premises located
at 8800 Sunset Boulevard, West Hollywood, California, on a rent-free basis.

SECTION 4.22. USA NAME. The Parent Parties acknowledge that the USA Name
shall be Contributed to the Partnership as of the Closing Date. Prior to the
Closing the Parent Parties shall negotiate in good faith to determine how the
ownership of the various logos and designs currently associated with the USA
Name ("ASSOCIATED IP") shall be allocated, it being understood that (A) USAi
shall be granted a perpetual, non-exclusive royalty-free license to use the USA
Name in connection with its other businesses and (B) whichever Parent Party is
allocated ownership of a particular piece of Associated IP will grant to the
other Parent Party the right to use such Associated IP consistently with current
practice and without any significant economic cost to the grantee. The Parent
Parties shall work cooperatively to provide for an orderly transition and to
minimize confusion resulting from the use of the USA Name by the Partnership and
USAi.

SECTION 4.23. OPTIONS AND RESTRICTED STOCK. Vivendi shall use its
reasonable best efforts to ensure that each USAi Business Employee, who holds
stock options to acquire USAi Common Stock, whether vested or unvested,
in-the-money or underwater (the "USAi OPTIONS") and/or USAi restricted Common
Stock awards (the "USAi RESTRICTED STOCK", collectively with the USAi Options,
the "USAi EQUITY AWARDS"), shall be awarded, as of the Closing Date (or, if the
date of forfeiture of the USAi1i Option is 90 days or more following the Closing
Date, as soon as reasonably practicable following the applicable forfeiture
date), subject to the forfeiture of any USAi Equity Award, stock options,
restricted stock or other equity-based compensation in respect of Vivendi
American Depositary Shares representing Vivendi ordinary shares par value E5.50
per share (the "ADSs") that have a "value" that is at least equal to the "value"
of the forfeited USAi Equity Awards (the "VIVENDI REPLACEMENT AWARDS"). The
Vivendi Replacement Awards shall at a minimum (a) preserve the intrinsic wvalue
(I.E., the "SPREAD") of the USAi Options that are in-the-money (relative to the
fair market value of the ADSs underlying the Vivendi Replacement Awards) and the
fair market value of the USAi Restricted Stock and (b) with respect to USAi
Options that are underwater, have an exercise price such that the Vivendi
Replacement Awards are not underwater by a greater percentage of fair market
value than the underwater USAi Options, in all cases measured as of the date of
grant of the Vivendi Replacement Awards. USAi1 represents that the maximum number
of shares of USAi Restricted Stock held by USAi Business Employees that will be
required to be replaced with Vivendi Replacement Awards is 57,500 shares of USAi
Common Stock.

ARTICLE V
CONDITIONS PRECEDENT

SECTION 5.01. CONDITIONS TO EACH PARTY'S OBLIGATION. The obligation of
each party to consummate the Transactions is subject to the satisfaction on the
Closing Date of the following conditions, any one or more of which conditions of
each party may be waived by such party to the extent permitted by law:

(a) Other than such Consents, registrations, declarations or filings the
failure of which to obtain would not have a Material Adverse Effect, all
Consents of, or registrations, declarations or filings with, or expirations of
waiting periods imposed by, any Governmental Entity necessary for the
consummation of the Transactions shall have been obtained or filed or shall have
occurred.
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(b) No Applicable Law or Judgment enacted, entered, promulgated, enforced or
issued by any Governmental Entity or other legal restraint or prohibition
preventing the consummation of the Transactions shall be in effect.

(c) USAi shall have received the USAi Stockholder Approvals at the USAi
Stockholder Meeting.

(d) The other parties shall have furnished such other documents relating to
the corporate existence and the authority to consummate the Transactions of such
other parties and their respective Affiliates, and such other matters as counsel
to such party may reasonably request.

(e) The Transaction Documents shall have been executed and delivered by each
other party thereto, and the USAi Share Exchanges and the Mergers (each as
defined in the Universal/Liberty Merger Agreement) shall have been consummated;
PROVIDED, that USAi and Universal shall not be entitled to waive the
satisfaction of the foregoing condition without the prior written approval of
Liberty.

SECTION 5.02. ADDITIONAL CONDITIONS TO OBLIGATION OF EACH PARENT
PARTY. The obligation of each Parent Party to consummate the Transactions is
further subject to the satisfaction on the Closing Date of the following
conditions, any one or more of which conditions of such Parent Party may be
waived by such party to the extent permitted by law:

(a) Except to the extent that the failure of such representations and
warranties to be true and correct, in the aggregate, would not (after giving
effect to the operation of Section 2.05) have a Material Adverse Effect: the
representations and warranties of the other Parent Party made in this Agreement,
without regard to any materiality or Material Adverse Effect qualification,
shall be true and correct as of the date hereof and, in the case of the
representations and warranties set forth in Sections 3.01, 3.02, 3.03 (only with
respect to the Organizational Documents of such Parent Party), 3.05, 3.08 and
3.15, as of the Effective Time, except to the extent such representations and
warranties expressly relate to an earlier date (in which case such
representations and warranties shall be true and correct as of such earlier
date), and such Parent Party shall have received a certificate signed by an
executive officer of the other Parent Party to such effect.

(b) The other Parent Party and its Affiliates shall have performed or
complied in all material respects with all obligations and covenants required by
this Agreement to be performed or complied with by such other Parent Party or
such Affiliates by the Effective Time, and such Parent Party shall have received
a certificate signed by an authorized officer of such other Parent Party to such
effect.

SECTION 5.03. FRUSTRATION OF CLOSING CONDITIONS. No Parent Party may rely
on the failure of any condition set forth in this Article V to be satisfied if
such failure was caused by (i) the action or willful inaction of such party or
its Affiliates, (ii) the failure of any representation or warranty of such party
qualified as to materiality to be true and correct or, those not so qualified to
be true and correct in all material respects, or (iii) failure to use its
reasonable best efforts to cause the Closing to occur as required by Section
4.04.

ARTICLE VI
TERMINATION

SECTION 6.01. TERMINATION. (a) Notwithstanding anything to the contrary in
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this Agreement, this Agreement may be terminated and the other Transactions
abandoned at any time prior to the Effective Time, whether before or after the
USAi1 Stockholder Approvals are obtained:

(i) by mutual written consent of the parties hereto;

(ii) by either Parent Party if, upon a vote at a duly held USAi
Stockholder Meeting or any adjournment thereof, the USAi Stockholder
Approvals shall not have been obtained;
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(1iii) by either Parent Party if any of the conditions to such Parent
Party's obligations set forth in Article V shall have become incapable of
fulfillment, and shall not have been waived by such Parent Party;

(iv) by Universal if the USAi Board or any committee thereof shall have
withdrawn or modified its approval or recommendation of this Agreement or
the Transactions; or

(v) by any party hereto, if the Closing does not occur on or prior to
September 30, 2002;

PROVIDED, HOWEVER, that the party seeking termination pursuant to clause (ii),
(iii) or (v) 1is not in breach of any of its representations, warranties,
covenants or agreements contained in this Agreement in any material respect.

(b) In the event of termination by a party pursuant to this Section 6.01,
written notice thereof shall forthwith be given to the other parties, and the
Transactions shall be terminated without further action by any party. If this
Agreement is terminated as provided herein, each party shall return all
documents and other material received from any other party relating to the
Transactions, whether so obtained before or after the execution hereof.

SECTION 6.02. EFFECT OF TERMINATION. (a) If this Agreement is terminated
and the Transactions are abandoned as described in Section 6.01, this Agreement
shall become null and void and of no further force and effect, except for the
provisions of (i) Section 3.16 relating to broker's and finder's fees, (ii)
Section 4.03 relating to the obligation of the Parent Parties to keep
confidential certain information and data obtained by it from the other parties,
(iii) Section 4.05 relating to certain expenses, (iv) Section 4.07 relating to
publicity, and (v) Section 6.01 and this Section 6.02 relating to termination.
Nothing in this Section 6.02 shall be deemed to release any party from any
liability for any breach by such party of the terms and provisions of this
Agreement.

(b) If this Agreement is terminated pursuant to Section 6.01(a) (iv), then
USAi1 shall promptly reimburse Universal and its Affiliates for all of their
documented, out of pocket expenses incurred in connection with this Agreement
and the other Transaction Documents, up to a limit of $15,000,000. Such
reimbursement shall be paid upon demand following such termination.

ARTICLE VII
INDEMNIFICATION

SECTION 7.01. INDEMNIFICATION BY EACH PARENT PARTY. (a) Vivendi shall
indemnify and hold harmless (x) USAi and its Affiliates and their respective
officers, directors, shareholders, employees, representatives, agents or
trustees and (y) the Partnership and its Affiliates and their respective
officers, directors, partners, employees, representatives, agents or trustees
(clauses (x) and (y) together, the "USAi INDEMNIFIED PARTIES"), from and against
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any Losses (other than any Losses relating to Taxes, the indemnification of
which is governed solely by Section 7.02), as incurred (payable promptly upon
written request), to the extent arising from, relating to or otherwise in
respect of:

(1) any breach of any representation or warranty of Universal or its
Affiliates contained in any Transaction Document or any certificate
delivered on behalf of Universal pursuant to Section 5.02(a) (in each case,
without regard to any materiality or Material Adverse Effect qualifier
contained therein);

(ii) any failure by Universal or its Affiliates (including for purposes
of this Section 7.01(a) (ii), the Partnership) to perform or fulfill any of
its covenants or agreements contained in any Transaction Document (other
than Sections 8.01, 8.02 and 8.06 of the Partnership Agreement);
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(iii) any fees, expenses or other payments incurred or owed by Universal
or its Affiliates to any brokers, financial advisors or comparable other
persons retained or employed by it in connection with the Transactions;

(iv) any Excluded Liability of Universal or its Affiliates; and

(v) any dissolution or winding up of the Partnership or Bankruptcy (as
defined in the Partnership Agreement) of the general partner of the
Partnership, in each case at any time while the Preferred Interests (as
defined in the Partnership Agreement) are outstanding;

but only (with respect to items described in Section 7.01(a) (1)) to the extent
the aggregate amount of all such Losses of all such USAi Indemnified Parties
exceed $150 million (the "BASKET"), PROVIDED, HOWEVER, that the Basket shall not
apply to the representations contained in Section 3.18.

(b) USAi shall indemnify and hold harmless (x) Universal and its Affiliates
and their respective officers, directors, shareholders, employees,
representatives, agents or trustees and (y) the Partnership and its Affiliates
and their respective officers, directors, partners, employees, representatives,
agents or trustees (clauses (x) and (y) together, the "UNIVERSAL INDEMNIFIED

PARTIES"), from and against any Losses (other than any Losses relating to Taxes,
the indemnification of which is governed solely by Section 7.02), as incurred
(payable promptly upon written request), to the extent arising from, relating to

or otherwise in respect of:

(1) any breach of any representation or warranty of USAi or its
Affiliates contained in any Transaction Document or any certificate
delivered on behalf of USAi pursuant to Section 5.02(a) (in each case,
without regard to any materiality or Material Adverse Effect qualifier
contained therein);

(ii) any failure by USAi or its Affiliates to perform or fulfill any of
its covenants or agreements contained in any Transaction Document;

(iii) any fees, expenses or other payments incurred or owed by USAi or
its Affiliates to any brokers, financial advisors or comparable other
persons retained or employed by it in connection with the Transactions; and

(iv) any Excluded Liability of USAi or its Affiliates;

but only (with respect to items described in Section 7.01(b) (1)) to the extent

the aggregate amount of all such Losses of all such Universal Indemnified
Parties exceed the Basket, PROVIDED, HOWEVER, that the Basket shall not apply to

150



Edgar Filing: USA NETWORKS INC - Form PRES14A

the representation contained in Section 3.18.

SECTION 7.02. TAX INDEMNIFICATION BY EACH PARENT PARTY. (a) Vivendi shall
be liable for, and shall indemnify and hold harmless USAi, the Partnership and
their respective Affiliates from and against, the following Taxes:

(i) any and all Taxes with respect to its Existing Business and any
Taxes attributable to its ownership of USANi Shares, in each case for any
taxable period ending (or deemed pursuant to Section 7.02(c) to end) on or
before the Closing Date; and

(ii) any several liability under Treasury Regulation Section 1.1502-6 or
under any comparable or similar provision under state, local or foreign laws
or regulations for periods ending on or prior to the Closing Date.

(b) In addition, Vivendi shall be liable for, and shall indemnify and hold
harmless USAi and its Affiliates from and against any Tax Detriment incurred by
USAi1 or any of its Affiliates solely as a result of (i) the breach by Universal
or any of its Affiliates of any of the covenants set forth in Sections 2.07,
3.01(c), 5.05(a) (i), 5.05(a) (v) or 5.05(a) (vi) of the Partnership Agreement or
(ii) if Vivendi has
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elected that any covenant set forth in Section 5.05(b) of the Partnership
Agreement shall not apply, any action or inaction that would constitute a breach
of such covenant.

(c) USAi shall be liable for, and shall indemnify and hold harmless
Universal, the Partnership and their respective Affiliates from and against, the
following Taxes:

(i) any and all Taxes with respect to its Existing Business (other than
Taxes attributable to the ownership of USANi Shares by Universal or any of
its Affiliates) for any taxable period beginning on or after February 13,
1998 (in the case of Taxes relating to USA Cable, Studios USA or their
respective subsidiaries) and May 29, 1999 (in the case of Taxes relating to
USA Films or its subsidiaries) and ending (or deemed pursuant to Section
7.02(c) to end) on or before the Closing Date; and

(ii) any several liability under Treasury Regulation Section 1.1502-6 or
under any comparable or similar provision under state, local or foreign laws
or regulations for periods beginning on or after February 13, 1998 (in the
case of Taxes relating to USA Cable, Studios USA or their respective
subsidiaries) and May 29, 1999 (in the case of Taxes relating to USA Films
or its subsidiaries) and ending on or prior to the Closing Date.

(d) In addition, USAi shall be liable for, and shall indemnify and hold
harmless Universal and its Affiliates from and against any Tax Detriment
incurred by Universal or any of its Affiliates solely as a result of the breach
by USAi or any of its Affiliates of any covenant set forth in Section 2.07 or
3.01(c) of the Partnership Agreement.

(e) (i) The Parent Parties agree that if any entity transferred to the
Partnership is permitted but not required under applicable foreign, state or
local Income Tax laws to treat the day before the Closing Date or the
Closing Date as the last day of a taxable period, such day shall be treated
as the last day of a taxable period.

(ii) For purposes hereof, in the case of any Taxes that are imposed on a

periodic basis and are payable for a period that begins before the Closing
Date and ends after the Closing Date, the portion of such Tax that shall be
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deemed to be payable for the portion of the period ending on the Closing
Date shall (i) in the case of any Taxes, other than Taxes based upon or
related to income or receipts, be deemed to be the amount of such Taxes for
the entire period (or, in the case of such Taxes determined on an arrears
basis, the amount of such Taxes for the immediately preceding period),
whether actually paid before, during, or after such period, multiplied by a
fraction the numerator of which is the number of calendar days in the period
ending on (and including) the Closing Date and the denominator of which is
the number of calendar days in the entire period, and (ii) in the case of
any Taxes based upon or related to income or receipts (including but not
limited to withholding Taxes), be deemed equal to the amount which would be
payvable if the taxable year ended on the close of business on the Closing
Date. Any credits for such a period shall be prorated, based upon the
fraction employed in clause (i) of the preceding sentence. Such clause (i)
shall be applied with respect to Taxes for such period relating to capital
(including net worth or long-term debt) or intangibles by reference to the
level of such items on the Closing Date. Principles similar to those of this
Section 7.02(c) (ii) shall be applied in determining whether a Tax is for a
taxable period beginning on or after February 13, 1998 or May 29, 1999, as
applicable.

SECTION 7.03. REFUNDS. (a) Universal and its Affiliates shall be entitled
to any refunds or credits of Taxes attributable to or arising in taxable periods
ending (or deemed pursuant to Section 7.02(c) to end) on or before the Closing
Date with respect to its Existing Business or its ownership of the USANi Shares,
as the case may be.

(b) USAi and its Affiliates shall be entitled to any refunds or credits of
Taxes attributable to or arising in taxable periods ending (or deemed pursuant
to Section 7.02(c) to end) on or before the
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Closing Date with respect to its Existing Business (other than with respect to
the USANi Shares owned by Universal or any of its Affiliates).

SECTION 7.04. CALCULATION OF LOSSES. The amount of any Loss, Tax, or Tax
Detriment for which indemnification is provided under this Article VII shall be
net of any amounts actually recovered by the indemnified party (as defined in
Section 7.06(a)) under insurance policies or indemnities from third parties with
respect to such Loss, Tax, or Tax Detriment and shall be (i) increased to take
account of any net Tax cost incurred by the indemnified party arising from the
receipt of indemnity payments hereunder (grossed up for such increase) and (ii)
reduced to take account of any net Tax benefit realized by the indemnified party
arising from the incurrence or payment of any such Loss, Tax or Tax Detriment.
In computing the amount of any such Tax cost or Tax benefit, the indemnified
party shall be deemed to fully utilize, at the highest marginal Tax rate then in
effect, all Tax items arising from the receipt of any indemnity payment
hereunder or the incurrence or payment of any indemnified Loss, Tax or Tax
Detriment.

SECTION 7.05. TERMINATION OF INDEMNIFICATION. The obligations to indemnify

and hold harmless any party (i) pursuant to Section 7.01(a) (i) or 7.01(b) (i), as
the case may be, shall terminate when the applicable representation or warranty
terminates pursuant to Section 7.07, (ii) pursuant to Section 7.02, shall

terminate when the applicable statute of limitations expires (giving effect to
any waiver, mitigation or extension thereof) and (iii) pursuant to the other
clauses of Sections 7.01, shall not terminate; PROVIDED, HOWEVER, that such
obligations to indemnify and hold harmless shall not terminate with respect to
any item as to which the Person to be indemnified shall have, before the
expiration of the applicable period, previously made a claim by delivering a
notice of such claim (stating in reasonable detail the basis of such claim)
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pursuant to Section 7.06 to the party to be providing the indemnification.

SECTION 7.06. PROCEDURES; EXCLUSIVITY. (a) In order for a party (the
"INDEMNIFIED PARTY") to be entitled to any indemnification provided for under
this Agreement in respect of, arising out of or involving a claim made by any
Person against the indemnified party (a "THIRD PARTY CLAIM"), such indemnified
party must notify the indemnifying party in writing (and in reasonable detail)
of the Third Party Claim promptly following receipt by such indemnified party of
written notice of the Third Party Claim; PROVIDED, HOWEVER, that failure to give
such notification shall not affect the indemnification provided hereunder except
to the extent the indemnifying party shall have been actually prejudiced as a
result of such failure. Thereafter, the indemnified party shall deliver to the
indemnifying party, promptly after the indemnified party's receipt thereof,
copies of all notices and documents (including court papers) received by the
indemnified party relating to the Third Party Claim.

(b) If a Third Party Claim is made against an indemnified party, the
indemnifying party shall be entitled to participate in the defense thereof and,
if it so chooses, to assume the defense thereof with counsel selected by the
indemnifying party; PROVIDED, HOWEVER, that such counsel is not reasonably
objected to by the indemnified party. Should the indemnifying party so elect to
assume the defense of a Third Party Claim, the indemnifying party shall not be
liable to the indemnified party for any legal expenses incurred from and after
the date of such assumption by the indemnified party in connection with the
defense thereof. If the indemnifying party assumes such defense, the indemnified
party shall have the right to participate in the defense thereof and to employ
counsel, at its own expense, separate from the counsel employed by the
indemnifying party, it being understood that the indemnifying party shall
control such defense. The indemnifying party shall be liable for the fees and
expenses of counsel employed by the indemnified party for any period during
which the indemnifying party has not assumed the defense thereof. If the
indemnifying party chooses to defend or prosecute a Third Party Claim, all the
indemnified parties shall cooperate in the defense or prosecution thereof. Such
cooperation shall include the retention and (upon the indemnifying party's
request and at its expense) the provision to the indemnifying party of records
and information which are reasonably relevant to such Third Party Claim, and
making employees available on a mutually convenient basis to provide additional
information and explanation of any material provided hereunder. Whether or not
the indemnifying
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party assumes the defense of a Third Party Claim, the indemnified party shall
not admit any liability with respect to, or settle, compromise or discharge,
such Third Party Claim without the indemnifying party's prior written consent
(which consent shall not be unreasonably withheld). If the indemnifying party
assumes the defense of a Third Party Claim, the indemnified party shall agree to
any settlement, compromise or discharge of a Third Party Claim that the
indemnifying party may recommend and that by its terms obligates the
indemnifying party to pay the full amount of the liability in connection with
such Third Party Claim (or, in the case of any Third Party Claim with respect to
Taxes, as to which the indemnifying party acknowledges in writing its obligation
to make payment in full), that releases the indemnified party completely in
connection with such Third Party Claim (or, in the case of any Third Party Claim
with respect to Taxes, as to which the indemnifying party acknowledges in
writing its obligation to make payment in full) and that would not otherwise
materially and adversely affect the indemnified party. Notwithstanding the
foregoing, the indemnifying party shall not be entitled to assume the defense of
any Third Party Claim (and shall be liable for the reasonable fees and expenses
of counsel incurred by the indemnified party in defending such Third Party
Claim) if the Third Party Claim seeks an order, injunction or other equitable
relief or relief for other than money damages against the indemnified party that
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the indemnified party reasonably determines, after conferring with its outside
counsel, cannot be separated from any related claim for money damages.

(c) In the event any indemnified party should have a claim against any
indemnifying party under this Article VII that does not involve a Third Party
Claim being asserted against or sought to be collected from such indemnified
party, the indemnified party shall deliver notice of such claim with reasonable
promptness to the indemnifying party. So long as the indemnified party provides
notification to the indemnifying party prior to the termination of the
obligation to indemnify as set forth in Section 7.05, the failure by any
indemnified party so to notify the indemnifying party shall not relieve the
indemnifying party from any liability that it may have to such indemnified party
under this Article VII, except to the extent that the indemnifying party
demonstrates that it has been actually prejudiced by such failure. The
indemnifying party and the indemnified party shall proceed in good faith to
negotiate a resolution of any dispute with respect to such a claim and, if not
resolved through negotiations, such dispute shall be resolved by litigation in
an appropriate court of competent jurisdiction.

(d) After the Closing, Section 7.01 shall constitute the exclusive remedy
for any misrepresentation or breach of warranty contained in this Agreement.

SECTION 7.07. SURVIVAL. The representations, warranties, covenants and
agreements contained in the Transaction Documents or in any certificates
delivered pursuant to Section 5.02(a) shall survive the Closing and shall
terminate on March 31, 2003, except for those contained in Section 3.18, which
shall survive until the expiration of the applicable statute of limitations
(giving effect to any waiver, mitigation or extensions thereof). Notwithstanding
the foregoing, those covenants or agreements that contemplate or may involve
actions to be taken or obligations in effect after the Closing shall survive in
accordance with their terms.

ARTICLE VIII
MISCELLANEOUS

SECTION 8.01. APPROVAL OF TRANSACTIONS. By execution of this Agreement,
each of the parties hereto approves and consents, in each case on its own behalf
and on behalf of its Affiliates, to the Transactions (including in respect of
any transaction to be taken after the Closing in respect of USAi Shares under
Section 8.07 of the Partnership Agreement) and the actions necessary to be taken
by USAi, USANi and their respective Affiliates in connection therewith, for all
purposes under the Investment Agreement, the Governance Agreement, the
Stockholders Agreement and the USANi LLC Agreement and all other agreements to
which it or its Affiliates is a party that provides the right to consent to
USAi's entering into the Transactions. Each of Diller, Universal and Liberty
hereby waives
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any right of first refusal or tag along right and any restriction on Transfer
(as defined in the Stockholders Agreement) relating to the Transactions;
provided that (x) Liberty will be entitled to exercise its preemptive rights in
accordance with the Governance Agreement with respect to the Warrants to be
issued to Universal pursuant to this Agreement and (y) nothing herein shall be
deemed to constitute a waiver or consent of Diller or Liberty of his or its
rights under the Stockholders Agreement or the Governance Agreement with respect
to transactions relating to Transfers of USAi1 Shares occurring after the Closing
Date (other than delivery by Universal or its Affiliates of USAi Shares in
accordance with Section 8.07 of the Partnership Agreement) .

SECTION 8.02. NOTICES. All notices, requests and other communications to
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any party under this Agreement shall be in writing (including a facsimile or
similar writing) and shall be given to a party hereto at the address or
facsimile number set forth for such party on Schedule 8.02 or as such party
shall at any time otherwise specify by notice to each of the other parties to
such agreement or instrument. Each such notice, request or other communication
shall be effective (i) if given by facsimile, at the time such facsimile is
transmitted and the appropriate confirmation is received (or, if such time is
not during a Business Day, at the beginning of the next such Business Day), (ii)
if given by mail, five Business Days (or, if to an address outside the United
States, ten calendar days) after such communication is deposited in the United
States mails with first-class postage prepaid, addressed as aforesaid, or (iii)
if given by any other means, when delivered at the address specified pursuant
hereto.

SECTION 8.03. NO THIRD PARTY BENEFICIARIES. The terms of this Agreement
are not intended to confer any rights or remedies hereunder upon, and shall not
be enforceable by, any Person other than the parties hereto, other than (i) with
respect to the provisions of Article VII hereof, each indemnified person and
(ii) with respect to Section 4.13, the Partnership.

SECTION 8.04. WAIVER. No failure by any party to this Agreement to insist
upon the strict performance of any covenant, agreement, term or condition hereof
or to exercise any right or remedy consequent upon a breach of such or any other
covenant, agreement, term or condition shall operate as a waiver of such or any
other covenant, agreement, term or condition of this Agreement. Any party to
this Agreement, by notice given in accordance with Section 8.02, may, but shall
not be under any obligation to, waive any of its rights or conditions to its
obligations under this Agreement, or any duty, obligation or covenant of any
other party hereto. No waiver shall affect or alter the remainder of this
Agreement and each and every covenant, agreement, term and condition hereof
shall continue in full force and effect with respect to any other then existing
or subsequent breach. Subject to Section 7.06(d), the rights and remedies
provided by this Agreement are cumulative and the exercise of any one right or
remedy by any party shall not preclude or waive its right to exercise any or all
other rights or remedies.

SECTION 8.05. ASSIGNMENT. Neither this Agreement nor any of the rights,
interests or obligations hereunder shall be assigned by any of the parties
hereto without the prior written consent of the other parties. Subject to the
preceding sentence, this Agreement shall be binding upon, inure to the benefit
of and be enforceable by the parties and their respective successors and
assigns.

SECTION 8.06. INTEGRATION. This Agreement and the other Transaction
Documents (including the schedules and exhibits hereto and thereto) constitute
the entire agreement among the parties hereto pertaining to the subject matter
hereof and supersede all prior agreements and understandings of the parties in
connection herewith, and no covenant, representation or condition not expressed
in such Transaction Documents shall affect, or be effective to interpret, change
or restrict, the express provisions of this Agreement.

SECTION 8.07. HEADINGS. The titles of Articles and Sections of this
Agreement are for convenience only and shall not be interpreted to limit or
otherwise affect the provisions of this Agreement.
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SECTION 8.08. COUNTERPARTS. This Agreement may be executed by the parties

hereto in multiple counterparts, each of which shall be deemed an original and

all of which, taken together, shall constitute one and the same instrument.

SECTION 8.09. SEVERABILITY. Each provision of this Agreement shall be
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considered separable and if for any reason any provision or provisions hereof
are determined to be invalid and contrary to any applicable law, such invalidity
shall not impair the operation of or affect those portions of this Agreement
which are wvalid.

SECTION 8.10. GOVERNING LAW. This Agreement shall be governed by and
construed in accordance with the laws of the State of Delaware without giving
effect to the conflicts of law principles thereof.

SECTION 8.11. JURISDICTION. Each party to this Agreement irrevocably
submits to the jurisdiction of (i) the courts of the State of Delaware, New
Castle County, and (ii) the United States District Court for the District of
Delaware, for the purposes of any suit, action or other proceeding (other than
suits, actions or other proceedings arising solely out of the Universal/Liberty
Merger Agreement) arising out of this Agreement or the Transactions. Each party
agrees to commence any such action, suit or proceeding either in the courts of
the State of Delaware, New Castle County or if such suit, action or other
proceeding may not be brought in such court for jurisdictional reasons, in the
District Court for the District of Delaware. Each party further agrees that
service of any process, summons, notice or document by U.S. registered mail to
such party's respective address in accordance with Section 8.02 shall be
effective service of process for any action, suit or proceeding in Delaware with
respect to any matters to which it has submitted to jurisdiction in this Section
8.11. Each party irrevocably and unconditionally waives any objection to the
laying of venue of any action, suit or proceeding arising out of this Agreement
or the Transactions in (i) the courts of the State of Delaware, New Castle, or
(ii) the United States District Court for the District of Delaware, and hereby
further irrevocably and unconditionally waives and agrees not to plead or claim
in any such court that any such action, suit or proceeding brought in any such
court has been brought in an inconvenient forum.

SECTION 8.12. SPECIFIC PERFORMANCE. Each of the parties to this Agreement
agrees that the other parties hereto would be irreparably damaged if any of the
provisions of this Agreement are not performed in accordance with its specific
terms and that monetary damages would not provide an adequate remedy in such
event. Accordingly, in addition to any other remedy to which the nonbreaching
parties may be entitled, at law or in equity, the nonbreaching parties (or the
Partnership, in the case of Section 4.13) may be entitled to injunctive relief
to prevent breaches of this Agreement and to specifically enforce the terms and
provisions hereof.

SECTION 8.13. AMENDMENTS. This Agreement may be amended by an instrument
in writing signed on behalf of each of the parties hereto at any time before or
after receipt of the USAi Stockholder Approvals, PROVIDED, HOWEVER, that after
any such approval, there shall be made no amendment that by law requires further
approval by such stockholders without the further approval of such stockholders.

SECTION 8.14. INTERPRETATION. References in this Agreement to Articles,
Sections, Annexes, Exhibits and Schedules shall be deemed to be references to
Articles and Sections of, and Annexes, Exhibits and Schedules to, this Agreement
unless the context shall otherwise require. References to Schedules shall be
deemed to be references to the respective Schedules of USAi and Universal, as
applicable. All Annexes, Exhibits and Schedules attached to this Agreement shall
be deemed incorporated therein as if set forth in full therein. The words
"include", "includes" and "including" shall be deemed to be followed by the
phrase "without limitation". The words "hereof", "herein" and "hereunder" and
words of similar import when used in this Agreement shall refer to this
Agreement as a whole and not to any particular provision of such agreement or
instrument.
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IN WITNESS WHEREOQOF, this Agreement has been duly executed by the parties as
of the day and year first above written.

VIVENDI UNIVERSAL, S.A.,

By /s/ JEAN-MARIE MESSIER

Name: Jean-Marie Messier
Title: Chairman and Chief Executive
Officer

UNIVERSAL STUDIOS, INC.,

By /s/ GUILLAUME HANNEZO

Name: Guillaume Hannezo
Title: Special Power of Attorney

USA NETWORKS, INC.,

By /s/ JULIUS GENACHOWSKI

Name: Julius Genachowski
Title: Senior Vice President and
General Counsel

USANi LLC,

By /s/ JULIUS GENACHOWSKI

Name: Julius Genachowski
Title: Senior Vice President and
General Counsel

LIBERTY MEDIA CORPORATION,

By /s/ ROBERT R. BENNETT

Name: Robert R. Bennett
Title: President

Only for purposes of Sections 2.03(a) (iv),
2.03(a) (v), 2.03(a) (vii), 2.07, 4.10(d) an
8.01:

BARRY DILLER,

/s/ BARRY DILLER

ANNEX A

The terms defined below have the meanings set forth below for all purposes
of this Agreement, and such meanings shall apply equally to both the singular
and plural forms of the terms defined. Whenever the context may require, any
pronoun shall include the corresponding masculine, feminine and neuter forms.
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"AFFILIATE" of any specified Person means any other Person directly or
indirectly controlling, controlled by or under direct or indirect common control
with such specified Person. For purposes of the foregoing, (i) USANi and its
Affiliates shall be deemed to be Affiliates of USAi, (ii) none of USAi, USANi or
any of their respective Affiliates shall be deemed to be an Affiliate of
Universal, (iii) none of Diller, Universal, Liberty or any of their respective
Affiliates shall be deemed to be an Affiliate of USAi and (iv) none of USAi or
Universal or any of their respective Affiliates shall be deemed to be an
Affiliate of the Partnership.

"ANCILLARY DISTRIBUTION AGREEMENTS" shall mean the Home Video Distribution
Agreement, the Other Business Rights Agreement and the Music Administration
Agreement.

"APPLICABLE LAW" shall have the meaning set forth in Section 3.03.
"BALANCE SHEET" shall have the meaning set forth in Section 3.06(b).
"BASKET" shall have the meaning set forth in Section 7.01(a).

"BUSINESS" means the operation, programming or delivery of any general or
genre-based entertainment television channel (irrespective of how such channel
is delivered to the customer, including delivery by cable, satellite, the
internet or other technologies), the production and distribution of
entertainment television programming and feature films and any other business to
be Contributed to the Partnership as of the Closing Date, including any
reasonably foreseeable entertainment-focused extensions of such businesses after
such date that are programming or film-oriented, other than in a transactional
context. The term "Business" shall not include (i) television channels
(irrespective of how such channel is delivered to the customer, including
delivery by cable, satellite, the internet or other technologies) which are
consumer transaction-oriented, such as Home Shopping Network, America's Store
and USAi's planned travel network or which provide informational services which
lend themselves to commerce (such as Travel Channel, Home & Garden Television,
the Food Network, and Do It Yourself) or which otherwise serve as a means of
introducing, starting or promoting transactional services, including
transaction-oriented television channels whose primary focus is the provision of
electronic retailing, auction services or gaming/gambling services or (ii)
electronic commerce and retailing, information and services.

"BUSINESS DAY" means any day other than a Saturday, a Sunday or a United
States Federal holiday.

"CEO" means chief executive officer.

"CLOSING" and "CLOSING DATE" shall have the meanings set forth in Section
2.06.

"CODE" means the Internal Revenue Code of 1986, as amended.
"COMMITTED LLC SHARES" shall have the meaning set forth in Section 2.02.
"CONSENT" shall have the meaning set forth in Section 3.03.

"CONTRACTS" means all contracts, agreements, commitments and other legally
binding arrangements, whether oral or written.

"CONTRIBUTE" means to contribute, assign, transfer, convey and deliver, and
"CONTRIBUTING" and "CONTRIBUTED" shall have correlative meanings.
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"CONTRIBUTED ASSETS" means, with respect to any Parent Party, all the
business, properties, assets, goodwill and rights of such Parent Party and its
Affiliates of whatever kind and nature, real or personal, tangible or
intangible, that are owned, leased or licensed by such Parent Party or its
Affiliates immediately prior to the Effective Time and used, held for use or
intended to be used primarily in the operation or conduct of its Existing
Business, other than Excluded Assets, including (i) Real Property, (ii) tangible
personal property and interests therein, including machinery, equipment,
furniture and vehicles, (iii) Inventory, (iv) Licenses, (v) Investments, (vi)
accounts receivable on the Closing Date arising out of the operation or conduct
of its Existing Business, (vii) Intangible Property, (viii) Contracts, (ix)
credits, prepaid expenses, deferred charges, advance payments, security deposits
and other prepaid items, (x) rights, claims and credits to the extent relating
to any other Contributed Asset or Contributed Liability, including such items
arising under insurance policies and all guarantees, warranties, indemnities and
similar rights in favor of such Parent Party or its Affiliates in respect of any
other Contributed Asset or Contributed Liability, (xi) Records, (xii) goodwill
generated by or associated with its Existing Business and (xiii) in the case of
USAi, the USA Name.

"CONTRIBUTED LIABILITIES" means with respect to any Parent Party, (i) the
liabilities, obligations and commitments contained in the Contracts primarily
relating to such Parent Party's Existing Business, (ii) all accounts payable of
such Parent Party and its Affiliates arising primarily out of the operation or
conduct of its Existing Business prior to the Closing and (iii) all other
liabilities, obligations and commitments of such Parent Party or its Affiliates
of any nature whether known or unknown, absolute, accrued, contingent or
otherwise and whether due or to become due, arising primarily out of the
operation or conduct of its Existing Business before, on or after the Closing
Date.

"CONTRIBUTED SUBSIDIARIES" means, with respect to USAi only, (i) New-U
Studios Inc., (ii) Studios USA, (iii) Tier One Subsidiary, Inc., (iv) USA Cable,
(v) USA Films, (vi) USA Networks Partner LLC and (vii) USA Television Production
Group LLC.

"DILLER" shall have the meaning set forth in the Preamble.

"DISTRIBUTION AGREEMENTS" means the Domestic Television Distribution
Agreement and the International Television Distribution Agreement.

"DGCL" means the Delaware General Corporation Law, as amended from time to
time.

"DOMESTIC TELEVISION DISTRIBUTION AGREEMENT" means the Domestic Television
Distribution Agreement, dated as of February 12, 1998, by and between USAi and
Universal.

"EFFECTIVE TIME" means the time at which the Closing shall have occurred.

"EXCHANGE AGREEMENT" means the Exchange Agreement dated as of October 19,
1997, by and among USAi, Universal, for itself and on behalf of certain of its
subsidiaries and Liberty, for itself and on behalf of certain of its
subsidiaries.

"EXCLUDED ASSETS" means, with respect to any Parent Party, (i) all rights of
such Parent Party under the Transaction Documents, (ii) all Records prepared for
the purpose of the Transactions, (iii) all financial and tax records relating to
such Parent Party's Existing Business that form part of its general ledger and
(iv) all rights, claims and credits of such Parent Party and its Affiliates to
the extent relating to any Excluded Asset or Excluded Liability, including such
items arising under insurance policies and all guarantees, warranties,
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indemnities and similar rights in favor of such Parent Party or its Affiliates
in respect of any other Excluded Asset or Excluded Liability. For the avoidance
of doubt, with respect to USAi, the Excluded Assets shall include any and all
outstanding obligations to USAi pursuant to the Non-Negotiable Promissory Note,
dated May 28, 1999, between Universal Studios Holding I Corp., as borrower and
USAi, as lender, in the principal amount of $200 million.

"EXCLUDED LIABILITY" means, with respect to any Parent Party, any (i)
liability, obligation or commitment of such Parent Party that is not a
Contributed Liability, (ii) any liability, commitment or
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obligation of an entity this is being Contributed to the Partnership to
guarantee, indemnify or otherwise be liable for any obligation of USAi,
Universal or any of their respective Affiliates that are not being Contributed
to the Partnership or (iii) any liability, obligation or commitment under (A)
the Warrant Agreements dated as of March 2, 1992 between Savoy Pictures and
Allen & Co. or (B) the Warrant Agreement dated as of April 20, 1994, by and
between Savoy Pictures Entertainment Inc., GkH Partners, L.P. and GkH Private
Limited.

"EXISTING BUSINESS" means, (i) with respect to Universal, the filmed
entertainment, television and recreation businesses of Universal Studios, Inc.,
Centenary Holding N.V., and Universal Pictures International B.V. (excluding,
for the avoidance of doubt all Universal Music Group and VU-Net businesses) in
each case as conducted by such entities immediately prior to the Effective Time,
and (ii) with respect to USAi, the programming, television distribution, cable
networks and film businesses as conducted by USAi and its Affiliates immediately
prior to the Effective Time (including, for the avoidance of doubt, USA Cable,
USA Films and Studios USA), other than the business described in the second
sentence of the definition of "Business".

"EXPEDIA AGREEMENT" means the Amended and Restated Agreement and Plan of
Recapitalization and Merger by and among USAi, Expedia, Inc., Taipei, Inc.,
Microsoft Corporation and Microsoft E-Holdings, Inc., dated as of July 15, 2001.

"GOVERNANCE AGREEMENT" means (i) with respect to periods prior to the
Closing Date, the Governance Agreement among Universal, USAi, Liberty and Diller
dated as of October 19, 1997 and (ii) with respect to periods on or after the
Closing Date, the Amended and Restated Governance Agreement dated as of December
16, 2001, among USAi, Universal, Liberty, Diller and Vivendi.

"GOVERNMENTAL ENTITY" shall have the meaning set forth in Section 3.03.

"HOME VIDEO DISTRIBUTION AGREEMENT" means the Home Video Distribution
Agreement, dated as of February 12, 1998, between USAi and Universal Studios
Home Video, Inc.

"INCOME TAX" means all Taxes based on or measured by net income.
"INDEMNIFIED PARTY" shall have the meaning set forth in Section 7.06(a).

"INTANGIBLE PROPERTY" means, with respect to an Existing Business, (i) any
intellectual property asset of such Existing Business (other than such property
licensed to such Existing Business), with a value, as reflected on such party's
balance sheet, of $10 million or more and (ii) all material patents, trademarks,
trade names, service marks, brand marks, brand names, proprietary computer
programs, proprietary databases, industrial design, copyrights or any pending
application therefor.

"INTERNATIONAL TELEVISION DISTRIBUTION AGREEMENT" means the International
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Television Distribution Agreement, dated as of February 12, 1998, by and between
USAi and Universal.

"INVENTORY" means raw materials, work-in-process, finished goods, supplies,
parts, spare parts and other inventories.

"INVESTMENT AGREEMENT" means the Investment Agreement dated as of October
19, 1997, as amended and restated as of December 18, 1997, among, Universal, for
itself and on behalf of certain of its subsidiaries, USAi, HSN, Inc. and
Liberty, for itself and on behalf of certain of its subsidiaries.

"INVESTMENTS" means partnership interests and any other equity interest in
any corporation, company, limited liability company, partnership, Jjoint wventure,
trust or other business association, including the Contributed Subsidiaries.

"JUDGMENT" shall have the meaning set forth in Section 3.03.
"LIBERTY" shall have the meaning set forth in the Preamble.
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"LIBERTY EXCHANGE AGREEMENT" means the Exchange Agreement dated as of
December 20, 1996 by and between Silver King Communications, Inc. and Liberty
HSN, Inc.

"LICENSES" means all licenses, permits, construction permits, registrations,
and other authorizations issued by any Governmental Entity for use in connection
with the conduct of the business or operations of the relevant business, and all
applications therefor, together with any renewals, extensions, modifications, or
additions thereto between the date of this Agreement and the Closing Date.

"LIEN" means any pledge, encumbrance, security interest, purchase option,
call or similar right.

"LOSS" means any loss, liability, claim, damage or expense (including
reasonable legal fees and expenses).

"MATERIAL ADVERSE EFFECT" means, with respect to any applicable
representation or warranty of a Parent Party, a material adverse effect on (x)
the business, assets, financial condition or results of operations of such
Parent Party's Existing Business or (y) such Parent Party's and its Affiliates'
ability to perform their obligations under any Transaction Document to which it
is, or is specified to be, a party as of the date hereof, other than any such
effect arising our of or resulting from general economic conditions, or from
changes in or generally affecting the industries in which such Parent Party's
Existing Business operates, or as a result of the September 11, 2001 terrorist
attacks, their aftermath or any similar events.

"MATERIAL CONTRACTS" means Contracts of USAi's Existing Business as of the
date hereof which (i) at the time entered into, were outside the ordinary course
of business as then conducted by such Existing Business, or (ii) are (A) cable
television system affiliation agreements covering one million or more
subscribers (in any individual case) providing for payments to and from cable
television system operators in excess of $1 million in any twelve-month period,
(B) Contracts (other than with writer producers) with respect to the production,
development, broadcast or distribution, of television programs with respect to
which such Existing Business has a commitment to pay in excess of $10 million,
(C) agreements with writer producers with respect to which such Existing
Business has a commitment to pay in excess of $2 million per year, or (D)
agreements to buy or sell advertising where the required payments to or from
such Existing Business are in excess of $10 million.
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"MATERIAL REAL PROPERTY" means all of the Real Property attributed to USAi's
Existing Business, providing individually for annual lease payments in excess of
$3 million.

"MUSIC ADMINISTRATION AGREEMENT" means the Music Administration Agreement,
dated as of February 12, 1998, between USAi and MCA Music Publishing.

"ORGANIZATIONAL DOCUMENTS" means, with respect to any Person at any time,
such Person's certificate or articles of incorporation, corporate statutes,
by-laws, memorandum and articles of association, certificate of formation of
limited liability company, limited liability company agreement, and other
similar organizational or constituent documents, as applicable, in effect at
such time.

"OTHER BUSINESS RIGHTS AGREEMENT" means the Other Business Rights Agreement,
dated as of February 12, 1998, between USAi and Universal.

"PARENT PARTY" means each or any of Universal and USAi.

"PARTNERSHIP" means the Delaware limited liability limited partnership to be
formed pursuant to the Partnership Agreement.

"PARTNERSHIP AGREEMENT" means the Partnership Agreement, dated as of the
Closing Date, by and between USAi, USAi Sub, Universal and Diller in
substantially the form of Exhibit A hereto.

"PERMITTED LIENS" shall mean, collectively, (i) all statutory or other liens
for taxes or assessments which are not yet due or the wvalidity of which is being
contested in good faith by appropriate
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proceedings, (ii) all mechanics', material men's, carriers', workers' and
repairers' liens, and other similar liens imposed by law, incurred in the
ordinary course of business, which allege unpaid amounts that are less than 30
days delinquent or which are being contested in good faith by appropriate
proceedings, and (iii) all other Liens which do not materially detract from or
materially interfere with the marketability, wvalue or present use of the asset
subject thereto or affected thereby.

"PERSON" means any individual, firm, corporation, partnership, limited
liability company, trust, joint venture, governmental authority or other entity.

"PROCEEDINGS" shall have the meaning set forth in Section 3.14.

"PROXY STATEMENT" means the proxy or information statement relating to the
approval and authorization of the Transactions by the stockholders of USAi.

"REAL PROPERTY" means real estate and buildings and other improvements
thereon and leases and leasehold interests, leasehold improvements, fixtures and
trade fixtures.

"RECORDS" means books of account, ledgers, general financial, accounting,
tax and personnel records, files, invoices, customers' and suppliers' lists,
other distribution lists, billing records, sales and promotional literature,
manuals, and customer and supplier correspondence (in all cases, in any form or
medium) .

"REFERENCE DATE" is defined in Section 2.04 (i) (B) .

"RETURNS" means returns, reports and forms required to be filed with any
domestic or foreign taxing authority.
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"SEC" means the United States Securities and Exchange Commission.

"SEC REPORTS" means, (i) with respect to USAi, the annual report of USAi on
Form 10-K and (ii) with respect to Universal, the annual report of Vivendi on
Form 20-F, in each case, in respect of the fiscal year ended December 31, 2000,
and each report, schedule, proxy, information statement or registration
statement (including all exhibits and schedules thereto and documents
incorporated by reference therein) filed by USAi or Vivendi, as applicable, with
the SEC following December 31, 2000, and on or before the date of this
Agreement.

"SPECIAL COMMITTEE" shall have the meaning set forth in Section 3.02.

"STOCKHOLDERS AGREEMENT" means (i) with respect to periods prior to the
Closing Date, the Stockholders Agreement among Universal, Liberty, Diller, USAi
and The Seagram Company Limited dated as of October 19, 1997 and (ii) with
respect to periods on or after the Closing Date, the Amended and Restated
Stockholders Agreement dated as of December 16, 2001 among Universal, Liberty,
Diller, USAi and Vivendi.

"STUDIOS USA" means Studios USA LLC.

"TAX DETRIMENT" means, with respect to any Taxes incurred as a result of the
recognition of income or gain by an indemnified party in a taxable period(s)
earlier than the taxable period(s) in which such income or gain would otherwise
have been recognized by such party solely as a result of an action or inaction
by an indemnifying party, the excess, if any, of (i) the net present value of
such Taxes incurred by the indemnified party in such earlier taxable period(s)
over (ii) the net present value of the Taxes that would otherwise have been
incurred in such later taxable period, assuming (i) a discount rate equal to
USAi's borrowing rate in effect as of the time such net present values are
calculated and (ii) that for all taxable years, the indemnified party is fully
taxable at the highest applicable marginal U.S. federal income tax rate and the
highest applicable marginal income and franchise tax rates of the state, local
and foreign jurisdictions in which the Partnership or any of its subsidiaries
conducts business (assuming
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full deductibility of state and local taxes, and full credit ability and
deductibility of foreign taxes, for U.S. federal (and if applicable state and
local) income tax purposes) .

"TAXES" means (i) all taxes (whether federal, state, local or foreign) based
upon or measured by income and any other tax whatsoever, including gross
receipts, profits, sales, use, occupation, value added, ad valorem, transfer,
franchise, withholding, payroll, employment, excise, or property taxes, together
with any interest or penalties imposed with respect thereto and (ii) any
obligations under any agreements or arrangements with respect to any Taxes
described in clause (i) above.

"TAXING AUTHORITY" means any government authority having jurisdiction over
the assessment, determination, collection or other imposition of Tax.

"THIRD PARTY CLAIM" shall have the meaning set forth in Section 7.06(a).

"TRANSACTION AFFILIATES" means, (i) with respect to USAi, the Contributed
Subsidiaries, USANi and USANi Sub, and (ii) with respect to Universal, Vivendi.

"TRANSACTION DOCUMENTS" means this Agreement, the Partnership Agreement, the
Warrant Agreement, the Universal/Liberty Merger Agreement, the Stockholders
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Agreement and the Governance Agreement, collectively.

"TRANSACTIONS" means the transactions contemplated by the Transaction
Documents.

"TRANSFER TAX" shall have the meaning set forth in Section 4.05(b).
"UNIVERSAL" shall have the meaning set forth in the Preamble.

"UNIVERSAL CONTRIBUTED INTERESTS" means such entity or entities that, as of
the Effective Time, will own all of Universal's Contributed Assets.

"UNIVERSAL/LIBERTY MERGER AGREEMENT" means the Agreement and Plan of Merger
and Exchange, among Vivendi, Universal, Light France Acquisition 1, S.A.S., the
merger subsidiaries listed on the signature page thereto, Liberty Media
Corporation, Liberty Programming Company LLC, Liberty Programming France, Inc.
and the Liberty holding entities listed on the signature page thereto, dated as
of December 16, 2001.

"USA CABLE" means the cable network business of USAi and its Affiliates,
including the USA Cable Network, the S-F Cable Network, Trio, Newsworld
International and Crime Channel.

"USA FILMS" means USA Films LLC.

"USA NAME" means "USA Networks", including the presentation of words on the
cable network and promotional materials.

"USAi" shall have the meaning set forth in the Preamble.

"USAi BENEFIT ARRANGEMENTS" shall have the meaning set forth in Section
3.19(a) .

"USAi BOARD" means the board of directors of USAi.

"USAi BUSINESS EMPLOYEES" shall have the meaning set forth in Section
3.19(a) .

"USAi CLASS B COMMON STOCK" shall have the meaning set forth in Section
3.04(a) .

"USAi COMMON EQUITY" means USAi Common Stock and USAi Class B Common Stock.

"USAi COMMON STOCK" means the common stock, par value $.01 per share, of
USAi.

"USAi PENSION PLANS" shall have the meaning set forth in Section 3.19(b).
"USAi1i PREFERRED STOCK" shall have the meaning set forth in Section 3.04(a).
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"USAi SEC DOCUMENTS" shall have the meaning set forth in Section 3.06(a) .

"USAi1 SHARES" shall have the meaning set forth in Section 3.04 (a).

"USAi STOCKHOLDER APPROVALS" means (i) the authorization of the Transactions
at an annual or special meeting by the affirmative vote of at least 66 2/3% of
the outstanding voting stock, by voting power and by number of shares, which is
not owned by Universal, Liberty or Diller or their respective Affiliates and

(ii) the approval of the Transactions at an annual or special meeting by a
majority of the votes cast by the shareholders of USAi pursuant to Rule 4350 of
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the National Association of Securities Dealers, Inc.

"USAi1i STOCKHOLDERS MEETING" shall have the meaning set forth in Section
4.10(b) .

"USANi" shall have the meaning set forth in the Preamble.

"USANi CONTRIBUTED INTERESTS" means (i) an 83.48% membership interest in USA
Networks Partner LLC held by USANi Sub, (ii) 100% of the stock of Tier One

Subsidiary, Inc., which is held by New-U Studios Holdings, Inc., (iii) 100% of
the capital stock of New-U Studios Inc., which is held by New-U Studios
Holdings, Inc., (iv) a 42.48% membership interest in Studios USA held by USANi

Sub, (v) a 0.3% membership interest in Studios USA held by New-U Studios Inc.,
(vi) a 1% membership interest in USA Networks Partner LLC held by Tier One
Subsidiary, Inc. and (vii) a 100% membership interest in USA Television
Production Group LLC held by USANi Sub.

"USANi DISTRIBUTED INTERESTS" means the USANi Universal Distributed
Interests and the USANi Liberty Distributed Interests.

"USANi LIBERTY DISTRIBUTED INTERESTS" means a 15.52% membership interest in
USA Networks Partner LLC held by USANi Sub.

"USANi UNIVERSAL DISTRIBUTED INTERESTS" means (i) USANi Sub's 50%
partnership interest in USA Cable, and (ii) a 57.22% membership interest in

Studios USA held by USANi Sub.

"USANi SHARES" means the shares representing a proportionate interest in the
capital and profits and losses of USANi.

"USANi SUB" means USANi Sub LLC, a Delaware limited liability company.

"USANi LLC AGREEMENT" means the Amended and Restated Limited Liability
Company Agreement of USANi LLC dated as of February 12, 1998.

"VIVENDI" shall have the meaning set forth in the Preamble.

"WARRANT AGREEMENT" means the Equity Warrant Agreement between USAi1 and The
Bank of New York substantially in the form of Exhibit B hereto.

"WARRANTS" means the warrants to purchase USAi Common Stock on the terms set
forth in the Warrant Agreement.

APPENDIX B

LIMITED LIABILITY LIMITED PARTNERSHIP AGREEMENT
OF
[VIVENDI UNIVERSAL ENTERTAINMENT], L.L.L.P.
DATED AS OF / /, 2002,
BY AND AMONG

[UNIVERSAL SUB],
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LIMITED LIABILITY LIMITED PARTNERSHIP AGREEMENT of [VIVENDI

UNIVERSAL ENTERTAINMENT],

L.L.L.P. (the "PARTNERSHIP") dated as of

/ /, 2002, by and among [UNIVERSAL SUB], a Delaware
corporation and a wholly owned subsidiary of Universal ("UNIVERSAL
SUB"), as general partner, and USA NETWORKS, INC., a Delaware
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corporation ("USAi"), USANi SUB LLC, a Delaware limited liability
company ("USANi SUB"), and Barry Diller ("DILLER"), as limited
partners.

PRELIMINARY STATEMENT

WHEREAS the parties hereto (or Affiliates thereof) are parties to the
Transaction Agreement (the "TRANSACTION AGREEMENT") dated as of December 16,
2001 by and among Vivendi, Universal, USAi, USANi LLC, a Delaware limited
liability company, Liberty and Diller; and

WHEREAS, the parties hereto desire to form a limited liability limited
partnership.

NOW, THEREFORE, the parties hereto hereby agree as follows:
ARTICLE I
DEFINITIONS AND USAGE

SECTION 1.01. DEFINITIONS. The terms shall have the following meanings for
purposes of this Agreement:

"ADDITIONAL PARTNER" means any Person admitted as a Partner of the
Partnership pursuant to Section 3.03 in connection with the new issuance of a
Common Interest to such Person.

"AFFILIATE" of any specified Person means any other Person directly or
indirectly Controlling, Controlled by or under direct or indirect common Control
with such specified Person. For purposes of the foregoing, (i) USANi and its
Affiliates shall be deemed to be Affiliates of USAi, (ii) none of USAi,
Universal or Diller, or any of their respective Affiliates, shall be deemed to
be Affiliates of one another, and (iii) none of USAi, Universal or Diller, or
any of their respective Affiliates, shall be deemed to be an Affiliate of the
Partnership.

"AGREEMENT" means this Limited Liability Limited Partnership Agreement, as
the same may be amended or restated from time to time.

"APPRAISED VALUE" of a Common Interest means (x) the Participation
Percentage of such Common Interest multiplied by (y) the private market value of
the Partnership taken as a whole; PROVIDED, HOWEVER, that such valuation shall
not assume the value of the Partnership in an "auction" proceeding, and any
valuation methodology shall exclude any acquisition of similar assets or
businesses at a uniquely high valuation due to a purchaser's strategic need to
acquire such assets or businesses.

"BANKRUPT PARTNER" is defined in Section 12.02(a) .

"BANKRUPTCY" of a Person means (i) the filing by such Person of a voluntary
petition seeking liquidation, reorganization, arrangement or readjustment, in
any form, of its debts under Title 11 of the United States Code (or
corresponding provisions of future laws) or any other bankruptcy or insolvency
law, whether foreign or domestic, or such Person's filing an answer consenting
to or acquiescing in any such petition, (ii) the making by such Person of any
assignment for the benefit of its creditors or the admission by such Partner in
writing of its inability to pay its debts as they mature or (iii) the expiration
of 60 days after the filing of an involuntary petition under Title 11 of the
United States Code (or corresponding provisions of future laws), an application
for the appointment of a receiver for the assets of such Person, or an
involuntary petition seeking liquidation, reorganization, arrangements,
composition, dissolution or readjustment of its debts or similar relief under
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any bankruptcy or

B-5
insolvency law, provided that the same shall not have been vacated, set aside or
stayed within such 60-day period. This definition of "Bankruptcy" is intended to
replace the bankruptcy related events set forth in Sections 17-402(a) (4) and

(a) (5) of the Delaware Act.

"BANKRUPTCY CODE" means the United States Bankruptcy Code of 1978, as
amended.

"BENEFICIAL OWNER" and "BENEFICIAL OWNERSHIP" have the meanings set forth in
Rule 13d-3 and Rule 13d-5 under the Securities Exchange Act of 1934, as amended,
except that a Person shall be deemed to have Beneficial Ownership of all
securities that such Person has the right to acquire, whether such right is
currently exercisable or is exercisable only upon the occurrence of a subsequent
event.

"BOARD" is defined in Section 9.02(b).

"BUSINESS" means any of the programming, television distribution, cable
network, film and theme park businesses.

"BUSINESS DAY" means any day other than a Saturday, a Sunday or a U.S.
Federal holiday.

"CALL" means the USAi Call or the Diller Call.

"CAPITAL ACCOUNT" is defined in Section 7.01(a).

"CAPITAL CONTRIBUTION" means, with respect to any Partner, any capital
contribution made by such Partner to the Partnership pursuant to Section 3.01 or
6.02.

"CAUSE" means (1) the conviction of, or pleading guilty to, any felony, or
(ii) the willful, continued and complete failure to attend to managing the
business affairs of the Partnership, after written notice of such failure from
the General Partner and reasonable opportunity to cure.

"CHAIRMAN" is defined in Section 9.02 (b).

"CLASS A PREFERRED INTERESTS" is defined in Section 5.01(a).

"CLASS B PREFERRED CONSIDERATION" is defined in Section 8.07.

"CLASS B PREFERRED INTERESTS" is defined in Section 5.01 (b).

"CLOSING" means the closing of the transactions contemplated by the
Transaction Agreement.

"CLOSING DATE" means the date of the Closing.
"CODE" means the Internal Revenue Code of 1986, as amended.

"COMMON INTEREST" means a partnership interest in the Partnership that is
not a Preferred Interest.

"CONSOLIDATED TANGIBLE NET WORTH" means total assets of the Partnership and
its consolidated subsidiaries, determined in accordance with U.S. generally
accepted accounting principles, giving effect to purchase accounting, and
deducting therefrom consolidated current liabilities and, to the extent
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otherwise included, goodwill, patents, trademarks, service marks, trade names,
copyrights, licenses and other intangible items.

"CONTROL", with reference to any Person, means the Beneficial Ownership of a
majority of the outstanding voting power (or equivalent) of such Person and the
terms "CONTROLLING" and "CONTROLLED" have meanings correlative to the foregoing.

"COVERED PERSON" means (i) each Partner, (ii) each Affiliate of a Partner,
(iii) each Representative and each officer, director, shareholder, partner,
employee, member, manager, representative, agent or trustee of a Partner or of
an Affiliate of a Partner and (iv) each officer of USAi1 serving as an employee
of the Partnership.
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"DELAWARE ACT" means the Delaware Revised Uniform Limited Partnership Act, 6
Del. C. Section 17-101 ET SEQ., as amended from time to time or any successor
statute.

"DILLER" is defined in the Preamble.
"DILLER CALL" is defined in Section 10.03(b).
"DILLER PUT" is defined in Section 10.03(b) .

"DISABLED" means the disability of Diller after the expiration of more than
180 consecutive days after its commencement which is determined to be total and
permanent by a physician selected by the Partnership and reasonably acceptable
to Diller; PROVIDED that Diller shall be deemed to be disabled only following
the expiration of 90 days following receipt of a written notice from the
Partnership and such physician specifying that a disability has occurred if
within such 90-day period he fails to return to managing the business affairs of
the Partnership. A total disability shall mean mental or physical incapacity
that prevents Diller from managing the business affairs of the Partnership.

"EFFECTIVE TIME" means the Closing.

"FACE VALUE" of a Preferred Interest, as of any time, means the amount equal
to the initial Capital Contribution attributable to such Preferred Interest as
adjusted from time to time pursuant to Section 5.03.

"FISCAL YEAR" is defined in Section 7.06.

"GENERAL PARTNER" means Universal Sub, any Substitute Partner that is
admitted as the general partner of the Partnership or any Person appointed as
such pursuant to Section 12.02(a), in each case, for so long as such Person
continues to be the general partner of the Partnership.

"GOOD REASON" means the assignment to Diller of any duties inconsistent in
any respect with his position as Chairman and chief executive officer of the
Partnership, authority, duties or responsibilities (including status, offices,
title and direct reporting relationship to the chief executive officer of
Vivendi), or any diminution in such positions (or removal from such positions),
authority, duties or responsibilities or requiring him to be based at any
location other than his current locations; it being understood that the chief
executive officer of the Partnership shall have the same authority and duties as
a corresponding officer of a Delaware corporation would have to act for a
Delaware corporation.

"INDEBTEDNESS" of any Person means, without duplication, (i) all obligations
of such Person for borrowed money or with respect to deposits or advances of any
kind, (ii) all obligations of such Person evidenced by bonds, debentures, notes
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or similar instruments, (iii) all obligations of such Person upon which interest
charges are customarily paid, (iv) all obligations of such Person in respect of
the deferred purchase price of property or services (excluding current accounts
payvable incurred in the ordinary course of business), and (v) all capital lease
obligations of such Person; PROVIDED that the Indebtedness of any Persons shall
include (A) the Indebtedness of any other entity (including any partnership in
which such Person is a general partner) to the extent such Person is liable
therefor as a result of such Person's ownership interest in or other
relationship with such entity, except to the extent the terms of such
Indebtedness provide that such Person is not liable therefor, (B) all
Indebtedness of others secured by (or for which the holder of such Indebtedness
has an existing right, contingent or otherwise, to be secured by) any Lien on
property owned or acquired by such Person, whether or not the Indebtedness
secured thereby has been assumed and (C) all guarantees by such Person of
Indebtedness of others; and PROVIDED, FURTHER, that Indebtedness shall not
include any Permitted Liens.

"INTERESTS" means the entire partnership interest of a Partner in the
Partnership, including its Common Interests and its Preferred Interests.

"INVESTMENT BANK" means an independent, nationally recognized investment
bank.
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"LIBERTY" means Liberty Media Corporation, a Delaware corporation.

"LIEN" means any pledge, encumbrance, security interest, purchase option,
call or similar right.

"LIMITED PARTNER" means USAi, USANi Sub, Diller and any Additional Partner
or Substitute Partner that is admitted as a limited partner of the Partnership,
in each case for so long as such Person continues to be a limited partner of the
Partnership.

"MARKET VALUE" of a stock means the amount equal to the average of the daily
volume weighted averages of such stock on the primary exchange on which it
trades, as reported by Bloomberg, for the 15 consecutive trading days ending on
the day immediately preceding the date of determination. For the avoidance of
doubt, the Market Value of USAi Common Shares shall be determined based on the
price of USAi Common Stock.

"MATURITY DATE" is defined in Section 8.06.

"NET INCOME" or "NET LOSSES", as appropriate, means, for any period, the
taxable income or tax loss of the Partnership for such period for Federal income
tax purposes, taking into account any separately stated tax items and increased
by the amount of any tax-exempt income of the Partnership during such period and
decreased by the amount of any Section 705(a) (2) (B) expenditures (within the
meaning of Treasury Regulation Section 1.704-1(b) (2) (iv) (1)) of the Partnership;
PROVIDED, HOWEVER, that Net Income or Net Losses of the Partnership shall be
computed without regard to the amount of any items of gross income, gain, loss
or deduction that are specially allocated pursuant to Section 7.02(c), (d) or
(e) . With respect to any property contributed to the Partnership at a time when
its adjusted tax basis differs from its fair market value, and with respect to
all Partnership property after any adjustment to the Capital Accounts pursuant
to Section 7.01(c), the Net Income or Net Losses of the Partnership (and the
constituent items of income, gain, loss and deduction) shall be computed in
accordance with the principles of Treasury Regulation Section
1.704-1(b) (2) (iv) (g) .

"PARTICIPATION PERCENTAGE" is defined in Section 6.01(a).
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"PARTNER" means the General Partner or a Limited Partner.
"PARTNERSHIP" is defined in the Preamble.

"PARTNERSHIP DEBT" means the debt incurred by the Partnership to fund the
distribution under Section 8.05, pursuant to Section 2.04(iii) of the
Transaction Agreement.

"PERMITTED LIENS" means, collectively, (i) all statutory or other liens for
taxes or assessments which are not yet due or the wvalidity of which is being
contested in good faith by appropriate proceedings, (ii) all mechanics',
materialmen's, carriers', workers' and repairers' liens, and other similar liens
imposed by law, incurred in the ordinary course of business, which allege unpaid
amounts that are less than 30 days delinquent or which are being contested in
good faith by appropriate proceedings, and (iii) all other Liens which do not
materially detract from or materially interfere with the marketability, wvalue or
present use of the asset subject thereto or affected thereby.

"PERSON" means any individual, firm, corporation, partnership, limited
liability company, trust, joint venture, governmental authority or other entity.

"PREFERRED INTERESTS" means the Class A Preferred Interests and the Class B
Preferred Interests, collectively.

"PURCHASING PARTNER" means the Partner purchasing Common Interests pursuant
to the exercise of a Put or a Call.

"PUT" means the USAi Put or the Diller Put.
"REPRESENTATIVE" is defined in Section 9.02(b).
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"RESTRICTED BUSINESS" has the same meaning as the term "Business" in the
Transaction Agreement.

"SALE TRANSACTION" means any merger, consolidation, tender or exchange
offer, reclassification, compulsory share exchange, liquidation or similar
transaction, in which all or substantially all of the assets or the outstanding
equity securities of the ultimate parent of a Partner are transferred, converted
into or exchanged for stock, other securities, cash or assets of another entity.

"SECTION 704 (c) PROPERTY" means "Section 704 (c) property" as defined in
Treasury Regulation Section 1.704-3(a) (3) and property that is revalued pursuant
to Section 7.01(c) hereof.

"SECURITIES ACT" means the Securities Act of 1933, as amended.

"SELECTED APPRAISAL" is defined in Section 10.03(d).

"SELLING PARTNER" means the Partner selling Common Interests pursuant to the
exercise of a Put or a Call.

"SUBSTITUTE PARTNER" means any Person admitted as a Partner of the
Partnership pursuant to Section 3.03 in connection with the Transfer of a
then-existing Interest of a Partner to such Person.

"TAG-ALONG INTERESTS" is defined in Section 10.04 (a).

"TAG-ALONG NOTICE" is defined in Section 10.04 (a) .
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"TAG-ALONG OFFEREE" is defined in Section 10.04 (a).

"TAX DETRIMENT" means, with respect to any taxes incurred as a result of the
recognition of income or gain by an indemnified party in taxable period(s)
earlier than the taxable period(s) in which such income or gain would otherwise
have been recognized by such party solely as a result of an action or inaction
by an indemnifying party, the excess, if any, of (i) the net present value of
such taxes incurred by the indemnified party in such earlier taxable period(s)
over (ii) the net present value of the taxes that would otherwise have been
incurred in such later taxable period, assuming (i) a discount rate equal to
USAi's borrowing rate in effect as of the time such net present values are
calculated and (ii) that for all taxable years, the indemnified party is fully
taxable at the highest applicable marginal Federal income tax rate and the
highest applicable marginal income and franchise tax rates of the state, local
and foreign jurisdictions in which the Partnership or any of its subsidiaries
conducts business (assuming full deductibility of state and local taxes, and
full creditability and deductibility of foreign taxes, for Federal (and if
applicable state and local) income tax purposes).

"TAX MATTERS PARTNER" is defined in Section 7.08.

"TRANSACTION AGREEMENT" is defined in the Preamble.

"TRANSFER" means any sale, assignment, transfer, exchange, gift, bequest,
pledge, hypothecation or other disposition or encumbrance, direct or indirect,
in whole or in part, by operation of law or otherwise, and shall include all
matters deemed to constitute a Transfer under Section 10.01(a); PROVIDED,
HOWEVER, that a Transfer shall not include a Sale Transaction. The terms
"TRANSFERRED", "TRANSFERRING", "TRANSFEROR" and "TRANSFEREE" have meanings
correlative to the foregoing.

"UNIVERSAL" means Universal Studios, Inc., a Delaware corporation.

"UNIVERSAL SUB" is defined in the Preamble.

"USAi" is defined in the Preamble.

"USAi CALL" is defined in Section 10.03(a).

"USAi CLASS B COMMON STOCK" means shares of Class B common stock of USAi,
par value $.01 per share.
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"USAi COMMON SHARES" means shares of USAi Common Stock and USAi Class B
Common Stock, collectively.

"USAi COMMON STOCK" means shares of common stock of USAi, par value $.01 per
share.

"USAi PREFERRED CALL" is defined in Section 8.07.
"USAi PREFERRED PUT" is defined in Section 8.07.
"USAi PUT" is defined in Section 10.03(a).

"USANi SUB" is defined in the Preamble.

"VIVENDI" means Vivendi Universal, S.A., a SOCIETE ANONYME organized under
the laws of France.

"VIVENDI ORDINARY SHARES" means ordinary shares of Vivendi, par value E5.5
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per share, or, in the event that all or substantially all of the shares of
Vivendi are exchanged for or converted into equity securities of another Person
after the Effective Time, such other equity securities as such shares may be
exchanged for or converted into after the Effective Time, so long as such equity
securities are listed or quoted on the New York Stock Exchange, the Nasdag Stock
Market, the London Stock Exchange, the Paris Bourse or the Frankfurt Stock
Exchange and the average monthly trading volume of such equity securities on any
such exchange immediately after such share exchange or conversion (and after
giving effect to all of the transactions contemplated in connection with such
exchange or conversion) 1s substantially equivalent to or greater than that of
the Vivendi Ordinary Shares on its primary exchange immediately prior to such
share exchange or conversion.

SECTION 1.02. TERMS AND USAGE GENERALLY. (a) The definitions in Section
1.01 shall apply equally to both the singular and plural forms of the terms
defined. Whenever the context may require, any pronoun shall include the
corresponding masculine, feminine and neuter forms. All references herein to
Articles, Sections, Annexes, Exhibits and Schedules shall be deemed to be
references to Articles and Sections of, and Annexes, Exhibits and Schedules to,
this Agreement unless the context shall otherwise require. All Annexes, Exhibits
and Schedules attached hereto shall be deemed incorporated herein as if set
forth in full herein. The words "include", "includes" and "including" shall be
deemed to be followed by the phrase "without limitation". The words "hereof",
"herein" and "hereunder" and words of similar import when used in this Agreement
shall refer to this Agreement as a whole and not to any particular provision of
this Agreement. References to a Person are also to its permitted successors and
permitted assigns. Unless otherwise expressly provided herein, any agreement,
instrument or statute defined or referred to herein or in any agreement or
instrument that is referred to herein means such agreement, instrument or
statute as from time to time amended, modified or supplemented, including (in
the case of agreements or instruments) by waiver or consent and (in the case of
statutes) by succession of comparable successor statutes and references to all
attachments thereto and instruments incorporated therein.

(b) As used in this Agreement, unless otherwise expressly specified herein,
any allocation or distribution to be made among Interests or Partners "on a PRO
RATA basis" or "ratably" shall be made in proportion to the relative
Participation Percentages or Face Values of, or Capital Contributions
attributable to, such Interests, or of such Interests owned by such Partners, in
each case determined immediately prior to the transaction with respect to which
such allocation is being made.
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ARTICLE II
THE PARTNERSHIP

SECTION 2.01. EFFECTIVENESS OF THIS AGREEMENT. This Agreement constitutes
the partnership agreement (as defined in the Delaware Act) of the parties
hereto. This Agreement shall become effective at the Effective Time.

SECTION 2.02. FORMATION. The parties hereto agree to form the Partnership
as a limited partnership and unanimously agree that the Partnership shall be
qualified as a limited liability limited partnership under and pursuant to
Section 17-214 of the Delaware Act and Section 15-1001 of the Delaware Revised
Uniform Partnership Act (6 Del. C. Section 15-101 ET SEQ. ("DRUPA")) by filing
with the Secretary of State of the State of Delaware a certificate of limited
partnership of the Partnership and a statement of qualification as a limited
liability limited partnership. The General Partner shall file and record the
certificate of limited partnership of the Partnership, such statement of
qualification and such other documents as may be required or appropriate under
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the laws of the State of Delaware and of any other jurisdiction in which the
Partnership may conduct business. The General Partner shall, on request, provide
any Partner with copies of each such document as filed and recorded.

SECTION 2.03. NAME. The name of the Partnership shall be [Vivendi
Universal Entertainment], L.L.L.P. The General Partner may change the name of
the Partnership or adopt such trade or fictitious names as it may determine, in
each case consistent with the requirements of the Delaware Act, including
Sections 17-102 and 17-214 thereof, and all other applicable law (E.G.,
fictitious name statutes). The General Partner will give all Partners prompt
written notice of any such name change (or adoption of any such trade or
fictitious name) .

SECTION 2.04. TERM. The term of the Partnership shall begin on the date
the certificate of limited partnership of the Partnership is effective (which
shall in any event be no later than the Effective Time), and the Partnership
shall have perpetual existence unless sooner dissolved as provided in Article
XIIT.

SECTION 2.05. REGISTERED AGENT AND REGISTERED OFFICE. The name of the
registered agent for service of process shall be The Corporation Trust Company,
and the address of the registered agent and the address of the registered office
in the State of Delaware shall be 1209 Orange Street, Wilmington, Delaware
19801. Such office and such agent may be changed from time to time by the
General Partner consistent with the requirements of the Delaware Act, including
Sections 17-104 and 17-202 thereof.

SECTION 2.06. PURPOSES. The Partnership shall be formed for the object and
purpose of, and the nature of the business to be conducted and promoted by the
Partnership shall be, engaging in any lawful act or activity for which limited
partnerships may be formed under the Delaware Act, including engaging in the
Business, and engaging in any and all activities necessary or incidental to the
foregoing.

SECTION 2.07. TREATMENT AS PARTNERSHIP. Except as otherwise required
pursuant to a determination within the meaning of Section 1313(a) (1) of the
Code, the parties shall treat the Partnership as a partnership for United States
federal income tax purposes and agree not to take any action or fail to take any
action which action or inaction would be inconsistent with such treatment.

ARTICLE III
CAPITAL CONTRIBUTIONS; PARTNERS

SECTION 3.01. INITIAL CAPITAL CONTRIBUTIONS. (a) On the Closing Date,
USAi, USANi Sub and Universal Sub shall make their respective initial Capital
Contributions, in property, in accordance with Section 2.03 of the Transaction
Agreement.
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(b) In return for such initial Capital Contributions, Common Interests
and/or Preferred Interests shall be issued to the Partners as provided in
Articles V and VI hereof. Schedule B indicates the amount of Capital
Contributions attributable to Common Interests and Preferred Interests,
respectively, for each Partner.

(c) The parties shall treat the Capital Contributions described in this
Section 3.01 as contributions pursuant to Section 721 of the Code in which no
gain or loss 1is recognized to any extent, except as otherwise required pursuant
to a determination within the meaning of Section 1313 (a) (1) of the Code.
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SECTION 3.02. ADMISSION OF PARTNERS. At the Effective Time, without the
need for any further action of any Person, the Persons set forth on Schedule A
attached hereto who have executed this Agreement shall be admitted as Partners,
and each such Person shall be shown as such in the books and records of the
Partnership. Following the Effective Time, no Person shall be admitted as a
Partner and no additional Common Interests or Preferred Interests shall be
issued except as expressly provided herein.

SECTION 3.03. SUBSTITUTE PARTNERS AND ADDITIONAL PARTNERS. (a) No
Transferee of an Interest or Person to whom an Interest is issued after the
Effective Time pursuant to this Agreement shall be admitted as a Partner
hereunder or acquire any rights hereunder, including any voting rights or the
right to receive distributions and allocations in respect of the Transferred or
issued Interest, as applicable, unless (i) such Interest is Transferred or
issued in compliance with the provisions of this Agreement and (ii) such
Transferee or recipient shall have executed and delivered to the Partnership
such customary instruments as the General Partner may reasonably require, to
effectuate the admission of such Transferee or recipient as a Partner and to
confirm the agreement of such Transferee or recipient to be bound by all the
terms and provisions of this Agreement (including Section 10.03). Upon complying
with clauses (i) and (ii) above, without the need for any further action of any
Person, a Transferee or recipient shall be deemed admitted to the Partnership as
a Partner. A Substitute Partner shall enjoy the same rights, and be subject to
the same obligations, as the Transferor; PROVIDED that, unless expressly
provided otherwise herein, such Transferor shall not be relieved of any
obligation or liability hereunder arising prior to the consummation of such
Transfer. As promptly as practicable after the admission of any Person as a
Partner, the books and records of the Partnership shall be changed to reflect
such admission. In the event of any admission of a Substitute Partner or
Additional Partner pursuant to this Section 3.03(a), this Agreement shall be
deemed amended to reflect such admission, and any formal amendment of this
Agreement (including Schedules A and B hereto) in connection therewith shall
only require execution by the General Partner and such Substitute Partner or
Additional Partner, as applicable, to be effective.

(b) If a Partner shall Transfer all (but not less than all) its Interests,
the Partner shall thereupon cease to be a Partner of the Partnership; PROVIDED,
HOWEVER, that any such Partner shall not cease to be a Partner until a
Transferee of such Partner's Interests is admitted to the Partnership as a
Substitute Partner pursuant to Section 3.03(a).

ARTICLE IV
REPORTS

SECTION 4.01. REPORTS TO PARTNERS. (a) Within 30 days after the end of
each of the first three fiscal quarters of a Fiscal Year, the Partnership shall
deliver to each Partner (i) unaudited consolidated balance sheets of the
Partnership and its consolidated subsidiaries as at the end of such quarter and
the related consolidated statements of income, statements of cash flow and
changes in financial position of the Partnership for the period from the
beginning of such quarter to the end of such quarter, prepared on a basis
consistent with the audited financial statements of the Partnership and its
consolidated subsidiaries, subject to changes resulting from audit and normal
year—-end adjustments and (ii) a
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certificate executed by the chief financial officer and Tax Matters Partner of

the Partnership certifying compliance by the Partnership with the provisions set
forth in Section 5.05.
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(b) Within 80 days after the end of each Fiscal Year, the Partnership shall
deliver to each Partner audited consolidated balance sheets of the Partnership
and its consolidated subsidiaries as at the end of such Fiscal Year and the
related consolidated statements of income, statements of cash flow and changes
in financial position of the Partnership for such Fiscal Year, all in reasonable
detail and accompanied by a report thereon of the Partnership's independent
auditors as to such consolidated financial statements presenting fairly the
financial position of the Partnership and its consolidated subsidiaries as at
the dates indicated, and as to such audit having been made in accordance with
generally accepted auditing standards. Concurrently with the delivery of such
annual financial statements, the General Partner shall deliver (i) a statement
to each Partner of the balance of each Partner's Capital Account and (ii) a
certificate executed by the chief financial officer and Tax Matters Partner of
the Partnership certifying compliance by the Partnership with the provisions set
forth in Section 5.05.

SECTION 4.02. TAX INFORMATION. The General Partner shall timely cause to
be prepared, at the expense of the Partnership, all Federal, state, local and
foreign tax returns (including information returns) of the Partnership and its
subsidiaries, which may be required by a Jjurisdiction in which the Partnership
or its subsidiaries operate or conduct business for each year or period for
which such returns are required to be filed, and the General Partner shall cause
such returns to be timely filed. As soon as practicable after the end of each
Fiscal Year, the General Partner shall furnish to each Partner (and each Person
to whom Diller has assigned a beneficial interest pursuant to Section 2.07 of
the Transaction Agreement) an Internal Revenue Service Schedule K-1 and such
other information in the possession of the General Partner as is reasonably
requested by such Partner to file any required Federal, state, local and foreign
tax returns.

SECTION 4.03. OTHER INFORMATION. The Partnership shall make available, on
a reasonable basis, the chief financial officer of the Partnership and other
officers of the Partnership, as appropriate, to respond to questions of the
Limited Partners relating to the financial condition of the Partnership.

ARTICLE V
PREFERRED INTERESTS

SECTION 5.01. GENERAL. As of the Effective Time, USAi shall receive the
following Preferred Interests:

(a) a preferred partnership interest in the Partnership with an initial Face
Value of $750,000,000, having special rights as set forth in this Article V and
a preference with respect to distributions (as set forth in Section 8.06) and
liquidation (as set forth in Section 13.02) (the "CLASS A PREFERRED INTERESTS"),
and

(b) a perpetual (subject to Section 8.07) preferred partnership interest in
the Partnership with an initial Face Value of $1,750,000,000, having special
rights as set forth in this Article V and a preference with respect to
distributions (as set forth in Section 8.01(a)) and liquidation (as set forth in
Section 13.02) (the "CLASS B PREFERRED INTERESTS") .

SECTION 5.02. RANKING. (a) Except as otherwise provided herein, with
respect to periodic distribution rights and rights upon liquidation, dissolution
or winding up, the Preferred Interests shall rank (i) junior to the Partnership
Debt and any other of the Partnership's future indebtedness and other
obligations not incurred in violation of this Agreement, (ii) on parity with one
another and (iii) senior to the Common Interests.
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(b) Other than the Class A Preferred Interests and the Class B Preferred
Interests issued pursuant to this Agreement on the Effective Date, no Class A
Preferred Interests or Class B Preferred Interests shall be issued.

(c) Subject to Section 5.05(a) (1), the Preferred Interests shall be the most
senior preferred equity interests in the Partnership. The Preferred Interests
shall have no Participation Percentage, and shall not be entitled to participate
in distributions made pursuant to Section 8.01(b).

SECTION 5.03. PIK ACCRETION. (a) The Face Value of the Class A Preferred
Interests shall accrete at a rate of 5.0% per annum and (b) the Face Value of
the Class B Preferred Interests shall accrete at a rate of 1.4% per annum, in
each case beginning on the Closing Date, and the Face Value of each such
Preferred Interest shall increase accordingly on the last day of each calendar
quarter.

SECTION 5.04. CONSENT RIGHT. The consent of the Partners who hold the
majority of the aggregate amount of a class of Preferred Interests, determined
based on the Face Value thereof, voting as a separate class, shall be required
for any amendment, alteration or repeal of the provisions of this Agreement
(including by merger, consolidation or otherwise) that would have an adverse
effect on the rights of such class or that would be materially adverse to the
rights of such Partners under this Agreement.

SECTION 5.05. NEGATIVE COVENANTS. (a) For so long as the Class A Preferred
Interests are outstanding, the Partnership shall not, and shall not permit any
subsidiary of the Partnership, without the prior consent of the Partners holding
the Class A Preferred Interests to:

(1) issue any equity interests in the Partnership that rank senior to,
or PARI PASSU with, the Preferred Interests, or issue any security that is
exchangeable for or convertible into any such equity interest;

(ii) issue any other preferred equity interests in the Partnership
redeemable or exchangeable for or convertible into any equity security of
the Partnership or any subsidiary thereof (other than Common Interests), or
issue any security that is exchangeable for or convertible into cash, cash
equivalents or any such preferred equity interest described in this clause
(ii);

(iii) Transfer any assets other than in the ordinary course of business
of the Partnership unless, (x) at least 50% of the net proceeds of such
sale, transfer or disposition are retained or otherwise redeployed by the
Partnership or its subsidiaries and (y) at the time of such Transfer the
Partnership has a Consolidated Tangible Net Worth of at least
$4,000,000,000;

(iv) create, incur, assume, guarantee or permit to exist any
Indebtedness other than (A) the Partnership Debt or (B) Indebtedness in an
aggregate outstanding principal amount not to exceed $800,000,000 at any
time;

(v) merge with or into or consolidate with (in each case within the
meaning of Treasury Regulation Section 1.708-1(c)), or convert into or
otherwise become, by any statutory mechanism, any other Person (other than a
wholly owned subsidiary of the Partnership), if immediately after giving
effect to such merger, consolidation or conversion, the Partnership would be
in violation of clause (i) or, unless such covenants shall be inapplicable
as provided below, clause (ii), (iii) or (iv) above, or any other provision
of this Agreement relating to the Class A Preferred Interests;
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(vi) ligquidate, dissolve or wind up the Partnership; or

(vii) become an "investment company" as defined in the Investment
Company Act of 1940, as amended.

The covenants set forth in this Section 5.05(a), other than those set forth in
clause (i), (v), (vi) and (vii) shall not be applicable at a particular time, if
at such time the Partnership shall have posted an irrevocable letter of credit
in a form that is reasonably acceptable to the Partner holding the Class A
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Preferred Interests in favor of such Partner (1) in an amount equal to the
expected Face Value of the Class A Preferred Interests at maturity and (2) with
an expiration date falling no earlier than the maturity date of the Class A
Preferred Interests.

(b) Unless Vivendi shall have made the election described in Section
7.02(b) (11) of the Transaction Agreement, for a period of 15 years following the
Effective Time, or if a shorter period is set forth in this Section 5.05(b),
then for such shorter period, without the consent of USAi, the Partnership shall
not:

(i) sell or otherwise dispose of all or any part of the assets set forth
on Schedule 5.05(b) other than in the ordinary course of business and other
than sales or other dispositions of assets the fair market values of which,
as of the Effective Time, do not, individually or in the aggregate, exceed
$5,000,000;

(ii) notwithstanding anything in Sections 8.04 and 13.03 to the
contrary, for a period of seven years following the Effective Time,
distribute any assets in kind to USAi or USANi Sub, or distribute any of the
assets set forth on Schedule 5.05(b);

(iii) pay (whether voluntarily or involuntarily) all or any part of the
principal amount of the Partnership Debt prior to the maturity of such debt
(without giving effect to any acceleration thereof) (PROVIDED, HOWEVER, that
beginning 2 years after the Effective Time, the Partnership may, from time
to time, pay a part of the principal amount of the Partnership Debt;
PROVIDED that no such payment shall be permitted to the extent such payment
would exceed USAi Sub's tax basis in its interest in the Partnership);

(iv) for a period of two years following the Effective Time, make any
distributions to USAi or USANi Sub other than distributions permitted under
Section 8.01(a) or Section 8.02 or which constitute operating cash flow
distributions within the meaning of Treasury Regulation Section 1.707-4 (b)
(unless the facts and circumstances would clearly establish that any such
distribution is part of a sale);

(v) change the organizational structure with respect to any Person set
forth on Schedule 5.05(b), including, for the avoidance of doubt, taking any
action or failing to take any action which action or inaction would cause
USAi1 Cable or Studios USAi (each as defined in the Transaction Agreement) to
be treated as other than a partnership for U.S. federal income tax purposes;

(vi) cause or permit any Partner or any Person related to a Partner
(within the meaning of Treasury Regulation Section 1.752-4(b)) to bear the
"economic risk of loss" (within the meaning of Treasury Regulation Section
1.752-2 (b)) with respect to the Partnership Debt; or

(vii) take any action, or fail to take any action, which action or
inaction would cause the Partnership to cease to be qualified as a limited
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liability limited partnership under and pursuant to the Delaware Act and
DRUPA (including any failure to make the annual filings provided under
Section 17-214(a) (1) of the Delaware Act and Section 15-1003 of DRUPA).

SECTION 5.07. NO OTHER CONSENT RIGHTS. Except as provided in Sections 5.04
and 5.05, holders of Preferred Interests shall have no voting, approval or
consent rights, including with respect to any merger, conversion or
consolidation of the Partnership.
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ARTICLE VI
COMMON INTERESTS
SECTION 6.01. GENERAL. (a) As of the Effective Time, the participation

percentage (the "PARTICIPATION PERCENTAGE") of each Partner's Common Interest
shall be as set forth below:

PARTNER PARTICIPATION PERCENTAGE
Universal SUD. ...ttt ittt et e ettt et e et 93.06%
L1015 72N O 0.54%
USANL SUD ettt ittt et ettt e ettt e ettt eee et e eeeeeanneeeeeens 4.90%
0 T O 1.50%

(b) Such initial Participation Percentages shall be subject to adjustment as
provided in this Article VI. The aggregate outstanding Participation Percentages
at all times shall equal 100%, and Participation Percentages shall be adjusted
from time to time, PRO RATA, as necessary to maintain the foregoing.

SECTION 6.02. ISSUANCES OF COMMON INTERESTS AFTER THE CLOSING DATE. (a)
After the Closing Date the Partnership, at the discretion of the Board (or, if
no Board shall then be constituted, the General Partner), may issue additional
Common Interests in return for additional Capital Contributions.

(b) In connection with the issuance of a Common Interest after the Closing
Date, the Board shall designate the Participation Percentage associated with
such issuance and any other material terms thereof. Upon such issuance, the
Participation Percentages of all Common Interests outstanding immediately before
such issuance shall be reduced in the aggregate by an amount equal to the
Participation Percentage so designated, in proportion to their relative
Participation Percentages immediately before such issuance.

SECTION 6.03. PREEMPTIVE RIGHTS. (a) For so long as USAi and its
Affiliates shall have an aggregate Participation Percentage of greater than 1%
(or at least 1% in the event that USAi and its Affiliates shall have an
aggregate Participation Percentage of no less than 1% due to any reason other
than a failure by USAi to exercise its right under this Section 6.03), in
connection with any issuance of additional Common Interests by the Partnership
to Universal Sub or an Affiliate thereof under Section 6.02(a) prior to the
exercise of an USAi Put or an USAi Call, USAi (or USANi Sub) shall have the
right to purchase, at the same time, on the same terms and at the same purchase
price per Participation Percentage point (or in the event Common Interests are
being issued in exchange for property, an amount of cash equal to the fair
market value of the property being contributed), an amount of Common Interests
(x) equal to a portion of the Common Interests being issued by the Partnership
that is in proportion to the relative Participation Percentages of USAi and its
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Affiliates and Universal Sub and its Affiliates, in each case immediately prior
to the issuance giving rise to USAi's rights under this Section 6.03, or (y)
such that, after giving effect to such issuance, USAi and its Affiliates would
have an aggregate Participation Percentage equal to 1%.

(b) In connection with any issuance of additional Common Interests by the
Partnership to Universal Sub or an Affiliate thereof under Section 6.02(a) after
the exercise of an USAi Put or an USAi Call, if USAi and its Affiliates shall
have an aggregate Participation Percentage of at least 1%, USAi (or USANi Sub)
shall have the right to purchase, at the same time, on the same terms of such
issuance and at the same price per Participation Percentage point (or in the
event Common Interests are being issued in exchange for property, an amount of
cash equal to the fair market value of the property being contributed), an
amount of Common Interests such that, after giving effect to such issuance, USAi
and its Affiliates would have an aggregate Participation Percentage equal to 1%.
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(c) The Partnership shall deliver written notice to USAi of any proposed
issuance of Common Interests by the Partnership to Universal Sub and its
Affiliates, including the applicable purchase price, the amount offered, the
proposed closing date, the place and time for the issuance thereof (which shall
be no less than 20 days from the date of such notice) and any other material
terms and conditions of the issuance. Within 15 days from the date of receipt of
such notice, USAi shall deliver written notice to the Partnership if it intends
to exercise its right under Section 6.03(a) or (b). Upon exercising such right,
USAi1 shall be entitled and obligated to purchase the amount of Common Interests
determined in accordance with Section 6.03(a) on the terms and conditions of
such issuance, and Universal Sub shall be entitled and obligated to purchase the
remaining amount of Common Interests in such issuance. Thereafter, the
Participation Percentages of all the Partners shall be adjusted in accordance
with Section 6.02(a).

SECTION 6.04. OTHER ISSUANCES OF COMMON INTERESTS. (a) For so long as USAi

and its Affiliates shall have an aggregate Participation Percentage of at least
%, 1in the event that any issuance under Section 6.02(a) to a Person other than
Universal Sub or an Affiliate thereof would result in USAi and its Affiliates
having an aggregate Participation Percentage of less than 1%, USAi (or USANi
Sub) shall have the right to purchase, on the same terms of such issuance and at
the same price per Participation Percentage point (or in the event Common
Interests are being issued in exchange for property, an amount of cash equal to
the fair market value of the property being contributed), an amount of Common
Interests such that, after giving effect to such issuance to such Person and to
USAi, USAi and its Affiliates would have an aggregate Participation Percentage
equal to 1%.

(b) The Partnership shall deliver written notice to USAi of such proposed
issuance, including the applicable purchase price, the amount offered, the
proposed closing date, the place and time for the issuance thereof (which shall
be no less than 20 days from the date of such notice) and any other material
terms and conditions of the issuance. Within 15 days from the date of receipt of
such notice, USAi shall deliver written notice to the Partnership if it intends
to exercise its right under Section 6.04 (a). Upon exercising such right, USAi
shall be entitled and obligated to purchase the amount of Common Interests
determined in accordance with Section 6.04 (a) on the terms and conditions of
such issuance and the third party shall be entitled and obligated to purchase
the remaining amount of Common Interests in such issuance. Thereafter, the
Participation Percentages of all the Partners shall be adjusted in accordance
with Section 6.02(a).

SECTION 6.05. CONTRIBUTION OF ASSETS OR CAPITAL STOCK BY UNIVERSAL SUB. In
connection with an acquisition by Universal Sub or an Affiliate thereof of
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equity securities or assets of one or more third parties engaged in the Business
or any related business in which Universal Sub or its Affiliate issued shares of
capital stock or paid cash or other consideration to such third party, Universal
Sub or its Affiliate may, in its sole discretion and upon the approval of the
Board (or, if no Board shall then be constituted, the General Partner), either
(i) contribute such acquired equity securities or assets to the Partnership in
return for cash or, to the extent permitted under Section 5.05, a promissory
note with a principal amount equal to the aggregate value (determined as set
forth below) of the consideration paid by Universal Sub or its Affiliate for
such equity securities or assets or (ii) contribute such acquired equity
securities or assets to the Partnership in return for Common Interests in the
Partnership in accordance with Section 6.02(a), subject to the provisions of
Section 6.03. The "purchase price" for any such Common Interests shall be deemed
to be (i) in the case of a contribution of equity securities or assets to the
Partnership on or prior to the first anniversary of the acquisition by Universal
Sub or an Affiliate of such equity securities or assets, the value of the
consideration paid by Universal Sub or its Affiliate for such equity securities
or assets, which consideration shall be valued at the same time it was wvalued
under the terms of the agreement with the applicable third party, and (ii) in
the case of a contribution of equity securities or assets to the Partnership
following the first anniversary of the acquisition by Universal Sub or an
Affiliate of such equity securities or assets, the fair market value of such
contributed equity securities or assets.

B-17

SECTION 6.06. CONSENT RIGHT. Except for the General Partner, no holder of
Common Interests shall have any voting, approval or consent rights, including
with respect to any merger, conversion or consolidation of the Partnership;
PROVIDED, HOWEVER, that (i) at all times a Partner holding Common Interests
shall have the right to consent to any amendment, alteration or repeal of this
Agreement that would have an adverse effect on the rights of such Partner
hereunder and (ii) for so long as an USAi Put or an USAi Call has not been
exercised and USAi has not exercised its rights under Section 6.03(a) (y), the
consent of USAi shall be required prior to: (x) the entering into, terminating,
modifying or extending of any agreement, transaction or relationship between the
Partnership and any Affiliate of Vivendi that is not on an arm's-length basis,
and (y) the making of distributions in respect of, redeeming, repurchasing or
otherwise acquiring any Common Interests of Universal Sub or any of its
Affiliates, other than PRO RATA distributions, redemptions, repurchases and
acquisitions.

SECTION 6.07. ASSIGNEES OF DILLER COMMON INTERESTS. Any holder of a
beneficial interest in Common Interests that shall have received such interest
as an assignee of Diller pursuant to Section 2.07 of the Transaction Agreement
hereby irrevocably appoints Diller (or his executor, administrator or trustee,
as the case may be) as its or his designated representative for all purposes
under this Agreement and agrees (except to the extent otherwise provided in
Section 4.02) that (a) any action taken or waived by, or binding upon, Diller
(or his executor, administrator or trustee, as the case may be) with respect to
Diller's Common Interests (including the provisions set forth in Section 10.03)
shall be deemed taken or waived by, and binding upon, such assignee with respect
to such assignee's beneficial interest in Diller's Common Interests, (b) such
assignee shall have no right to deal directly with the Partnership or its
Partners and the Partnership and its Partners shall deal solely with Diller in
respect of all matters relating to such assignee's interest in the Partnership,
as i1if such assignment had never occurred, including in respect of the provision
of information, the giving of notices and the payment of money, (c) such
assignee shall have no right to attend Partnership meetings, (d) all rights of a
holder of Common Interests under this Agreement or otherwise in connection with
the Partnership shall be exercisable only by Diller (or his executor,
administrator or trustee, as the case may be) and (e) such assignee shall in all
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respects be subject to the same terms under this Agreement (other than Section
9.04) as Diller is subject to hereunder. The General Partner shall treat any
holder of a beneficial interest in Common Interests who received such interest
as an assignee of Diller pursuant to Section 2.07 of the Transaction Agreement
as a Partner in the Partnership for income tax purposes with an interest in the
Partnership corresponding to such beneficial interest.

ARTICLE VII

CAPITAL ACCOUNTS, ALLOCATIONS OF
PROFIT AND LOSS AND TAX MATTERS

SECTION 7.01. CAPITAL ACCOUNTS. (a) The Partnership shall establish a
separate capital account (a "CAPITAL ACCOUNT") in respect of each Common
Interest and Preferred Interest held by each Partner on the books of the
Partnership. The Capital Account of a Partner shall be increased by (i) the
amount of money contributed by that Partner to the Partnership, (ii) the fair
market value of property contributed by that Partner to the Partnership (net of
liabilities related to such contributed property that the Partnership is
considered to assume or take subject to under Section 752 of the Code) and (iii)
allocations to that Partner pursuant to Section 7.02 of profit, income and gain
(or items thereof). The Capital Account of a Partner shall be decreased by (i)
the amount of money distributed to that Partner by the Partnership, (ii) the
fair market value of property distributed to that Partner by the Partnership
(net of liabilities related to such distributed property that such Partner is
considered to assume or take subject to under Section 752 of the Code) and (iii)
allocations to that Partner pursuant to Section 7.02 of loss, expense and
deduction (or items thereof).

(b) In the event that a Partner Transfers its Interest in accordance with
the provisions of this Agreement, the Transferee of such Interest shall succeed
to the Capital Account of the Transferor attributable to such Interest.
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(c) Upon the occurrence of any event specified in Treasury Regulation
Section 1.704-1(b) (2) (iv) (f), the Capital Accounts of the Partners shall be
adjusted to reflect the fair market value of the Partnership's property at such
time and in such manner as provided in such Regulation.

(d) No Partner shall be entitled to withdraw capital or receive
distributions except as specifically provided herein. No Partner shall have any
obligation to the Partnership, to any other Partner or to any creditor of the
Partnership to restore any negative balance in the Capital Account of such
Partner.

(e) The foregoing provisions and the other provisions of this Agreement
relating to the maintenance of Capital Accounts are intended to comply with the
Treasury Regulations promulgated under Section 704 (b) of the Code and shall be
interpreted and applied in a manner consistent with such Treasury Regulations.

SECTION 7.02. ALLOCATIONS OF NET INCOME AND NET LOSS. (a) GENERAL.

(i) Except as otherwise provided in this Section 7.02, Net Income shall
be allocated to the extent thereof:

(A) FIRST, if any Net Loss has been allocated to the holders of
Preferred Interests under Section 7.02 (a) (ii) (B), to the holders of
Preferred Interests PRO RATA in proportion to the amount of Net Loss so
allocated until the aggregate Net Income allocated under this paragraph
(A) shall equal the aggregate amount of such Net Loss;
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(B) SECOND, to the holders of Preferred Interests PRO RATA until the
aggregate amount allocated under this paragraph (B) equals a return of 5%
per annum on the Face Value of their Preferred Interests;

(C) THIRD, if any Net Loss has been allocated to the holders of
Common Interests under Section 7.02(a) (ii) (A) or (C), to the holders of
Common Interests PRO RATA in proportion to the amount of Net Loss so
allocated until the aggregate Net Income allocated under this paragraph
(C) shall equal the aggregate amount of such Net Loss; and

(D) FOURTH, to the Partners in accordance with their Participation
Percentages.

(ii) Net Loss shall be allocated to the extent thereof:

(A) FIRST, to the holders of Common Interests PRO RATA to the extent
of their respective Capital Accounts;

(B) SECOND, to the holders of Preferred Interests PRO RATA to the
extent of their respective Capital Accounts; and

(C) THIRD, to the Partners in accordance with their Participation
Percentages.

(b) MINIMUM GAIN CHARGE BACK. The Partnership shall allocate items of
profit among the Partners at such times and in such amounts as necessary to
satisfy the minimum gain charge back requirements of Treasury Regulation
Sections 1.704-2(f) and 1.704-2 (1) (4).

(c) ALLOCATION OF DEDUCTIONS ATTRIBUTABLE TO PARTNER NONRECOURSE
LIABILITIES. Any nonrecourse deductions attributable to a "partner nonrecourse
liability" (as defined in Treasury Regulation Section 1.704-2(b) (4)) shall be
allocated among the Partners that bear the economic risk of loss for such
Partner's nonrecourse liability under Treasury Regulation Section 1.752-2 in
accordance with the ratios in which such Partners share such economic risk of
loss and in a manner consistent with the requirements of Treasury Regulation
Sections 1.704-2(c), 1.704-2(1) (2) and 1.704-2(3) (1) .

(d) QUALIFIED INCOME OFFSET. The Partnership shall specially allocate
items of profit and loss when and to the extent required to satisfy the
"qualified income offset" requirement within the meaning of Treasury Regulation
Section 1.704-1(b) (2) (ii) (d) .

B-19

(e) CURATIVE ALLOCATIONS. The allocations set forth in Sections 7.02 (b),
(c) and (d) (the "REGULATORY ALLOCATIONS") are intended to comply with certain
requirements of the Treasury Regulations. It is the intent of the Partners that,
to the extent possible, the Partnership shall make such special allocations of
Partnership income, gain, loss or deduction so that, after such allocations are
made, each Partner's Capital Account balance is, to the greatest extent
possible, equal to the Capital Account balance such Partner would have had if
the Regulatory Allocations were not part of the Agreement and all Partnership
items were allocated pursuant to Section 7.02(a) and (f) hereof.

(f) ALLOCATIONS IN LIQUIDATION AND UPON MATURITY OF CLASS A PREFERRED
INTERESTS. Upon a dissolution of the Partnership in accordance with Article
XIII, the Net Income or Net Loss (or items of profit, income, gain, loss,
deduction and expense) of the Partnership shall be allocated to the Partners so
that the balance in each Partner's Capital Account as of the date of dissolution
shall equal the amount distributable to such Partner pursuant to Section 13.02.
In the case of any distribution made at the maturity of a Class A Preferred
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Interest in accordance with Section 8.06, Net Income or Net Loss (or items of
profit, income, gain, loss, deduction and expense) for the taxable period of the
Partnership in which such distribution is made shall be allocated so that the
Capital Account of each holder of such Class A Preferred Interest shall, as of
the date of distribution, equal the amount to be distributed to such holder
pursuant to Section 8.06.

SECTION 7.03. ALLOCATIONS OF NET INCOME AND NET LOSS FOR FEDERAL INCOME TAX
PURPOSES. Except as provided in the following sentence, profit, income, gain,
loss, deduction and expense as determined for Federal income tax purposes shall
be allocated among the Partners in the same proportions as the corresponding
items of "book" profit, income, gain, loss, deduction and expense are allocated
among such Partners pursuant to Section 7.02. Notwithstanding the foregoing
sentence, Federal income tax items relating to any Section 704 (c) Property shall
be allocated among the Partners in accordance with Section 704 (c) of the Code
and Treasury Regulation Section 1.704-3(c) to take into account the difference
between the fair market value and the tax basis of such Section 704 (c) Property
as of the date of its contribution to the Partnership or its revaluation
pursuant to Section 7.01(c) using the "traditional method" as described in
Treasury Regulation Section 1.704-3(b). Items described in this Section 7.03
shall neither be credited nor charged to the Partners' Capital Accounts.

SECTION 7.04. ALLOCATION OF THE PARTNERSHIP DEBRT. The Partners acknowledge
that, for purposes of Section 752 of the Code and in accordance with Treasury
Regulation 1.752-3(a) (3), and consistent with allocations of other significant
items of Partnership income or gain, 100% of the Partnership Debt shall be
allocated PRO RATA among the Partners holding the Preferred Interests.

SECTION 7.05. ELECTIONS. Except as otherwise expressly provided herein,
all elections required or permitted to be made by the Partnership under the Code
or other applicable tax law (including any election under Section 754 of the
Code), and all material decisions with respect to the calculation of its taxable
income or tax loss for tax purposes under the Code or other applicable tax law,
shall be made in such manner as may be determined by the General Partner.

SECTION 7.06. FISCAL YEAR. The fiscal year of the Partnership for tax and
accounting purposes ("FISCAL YEAR") shall be the 12-month (or shorter) period
ending on December 31 of each year, unless otherwise determined by the Board.

SECTION 7.07. WITHHOLDING REQUIREMENTS. Notwithstanding any provision
herein to the contrary, the General Partner 1is authorized to take any and all
actions that are necessary or appropriate to ensure that the Partnership
satisfies any and all withholding and tax payment obligations under Section
1441, 1445, 1446 or any other provision of the Code or other applicable law.
Without limiting the generality of the foregoing, the General Partner may
withhold any amount that it determines is required to be withheld from amounts
otherwise distributable to any Partner pursuant to this Agreement; PROVIDED,
HOWEVER, that such amount shall be deemed to have been distributed to such
Partner for purposes of applying this Agreement. Each Partner will timely
provide any certification or
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file any agreement that is required by any taxing authority in order to avoid
any withholding obligation that would otherwise be imposed on the Partnership.

SECTION 7.08. TAX MATTERS PARTNER. The General Partner shall act as the
"TAX MATTERS PARTNER" of the Partnership within the meaning of Section
6231 (a) (7) of the Code and in any similar capacity under applicable state or
local tax law. The Tax Matters Partner shall not be liable in its capacity as
such to the Partnership or the Partners for any losses, claims or damages. All
reasonable out-of-pocket expenses incurred by the Tax Matters Partner while
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acting in such capacity shall be paid or reimbursed by the Partnership.
ARTICLE VIII
DISTRIBUTIONS

SECTION 8.01. DISTRIBUTIONS. (a) The Partnership shall make cumulative
preferential distributions to holders of the Class B Preferred Interests at a
rate of 3.6% per annum of the Face Value of such holder's Preferred Interests
(without taking into account any adjustments thereto made on the date of such
distribution), which distributions shall begin to accrue on the Closing Date.
Distributions shall be payable in cash in quarterly installments on the last
Business Day of each calendar quarter. Any delay or deferral of distributions
required by this Section 8.01 or Section 8.02, including upon a breach of this
Section 8.01(a), shall accrue interest commencing on the applicable due date and
continuing through to the date of payment at an annual rate equal to USAi's
effective cost of borrowing, expressed as a percentage, as of the applicable due
date.

(b) At the times and in the amounts determined by the General Partner,
subject to Section 5.05(b), the Partnership may make distributions to holders of
Common Interests PRO RATA in accordance with the respective Participation
Percentages of such Common Interests; PROVIDED that no distributions may be made
with respect to the Common Interests unless all past due distributions on the
Preferred Interests have been made as of the date of payment.

(c) To the extent any distribution to a Partner provided herein in respect
of a Common Interest or a Preferred Interest would exceed the balance of such
Partner's Capital Account relating to such Common Interest or Preferred
Interest, the distribution of such excess shall be deferred and shall be made
(prior to any other distribution pursuant to this Section 8.01) when and to the
extent that the balance of such Capital Account is increased.

SECTION 8.02. TAX DISTRIBUTIONS. The Partnership shall, as soon as
practicable after the close of each taxable year, make cash distributions to
each Partner in an amount equal to the product of (a) the amount of taxable
income allocated to such Partner for such taxable year pursuant to Section 7.02,
reduced by the amount of taxable loss allocated to such Partner for all prior
taxable years (except to the extent such taxable losses have previously been
taken into account under this sentence) and (b) the highest aggregate marginal
statutory Federal, state, local and foreign income tax rate (determined taking
into account the deductibility of state and local income taxes for Federal
income tax purposes and the creditability or deductibility of foreign income
taxes for Federal income tax purposes) applicable to any Partner.

SECTION 8.03. GENERAL LIMITATIONS. (a) Notwithstanding anything in this
Agreement to the contrary, the Partnership, and the General Partner on behalf of
the Partnership, is not required to make any distributions except to the extent
permitted under the Delaware Act.

(b) Holders of Preferred Interests shall not be entitled to any
distributions in excess of the distributions set forth in this Article VIII and

Article XIII.

SECTION 8.04. DISTRIBUTIONS IN KIND. The Partnership shall not distribute
any assets in kind, except as provided in Section 13.03.
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SECTION 8.05. CLOSING DATE DISTRIBUTION. At the Effective Time, the

Partnership shall use the net proceeds of the Partnership Debt to make a cash
distribution to USANi Sub in the amount of $1,618,710,396.
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SECTION 8.06. DISTRIBUTION UPON MATURITY OF CLASS A PREFERRED
INTERESTS. On the twentieth anniversary of the Closing Date (the "MATURITY
DATE"), the Class A Preferred Interests shall be redeemed by the Partnership by
payment to the holder thereof of a distribution in cash equal to the Face Value
thereof as of such date (after taking into account any accretion in the Face
Value pursuant to Section 5.03 through and including the date of redemption).
Following such payment, the Class A Preferred Interests shall cease to be
outstanding and all the rights of the holders thereof shall cease.

SECTION 8.07. PUT/CALL RIGHTS WITH RESPECT TO CLASS B PREFERRED
INTERESTS. (a) Beginning on the twentieth anniversary of the Closing Date, (1)
subject to Section 160 of the Delaware General Corporation Law, Vivendi and/or
Universal shall have the right to purchase all (but not less than all) the Class
B Preferred Interests of USAi and its Affiliates (the "USAi PREFERRED CALL"),
and (ii) USAi shall have the right to require Universal to purchase all (but not
less than all) its and its Affiliates' Class B Preferred Interests (the "USAi
PREFERRED PUT"), in each case at a purchase price equal to (A) a number of
shares of USAi1 Common Shares equal to the lesser of (x) the number of shares
(rounded up to the nearest whole share) of USAi Common Shares having a Market
Value equal to the Face Value as of such date (after taking into account any
accretion in the Face Value pursuant to Section 5.03 through and including such
date) of the Class B Preferred Interests or (y) 56,611,308 shares of USAi Common
Stock (as adjusted for any stock splits, stock dividends or other similar
transactions after the Effective Time), and (B) cash equal to any accrued and
unpaid distributions pursuant to Section 8.01(a) (collectively, the "CLASS B
PREFERRED CONSIDERATION"). Universal shall have the right to substitute cash for
the portion of the USAi Common Shares deliverable in the form of USAi Common
Stock as set forth in Section 4.17 of the Transaction Agreement, based on the
Market Value of such USAi Common Stock.

(b) In the event that USAi Common Shares cease to be outstanding following
the Effective Time, references to each USAi Common Share in this Section 8.07
shall refer instead to the cash (plus interest accruing at an annual rate equal
to USAi's effective cost of borrowing, expressed as a percentage, as of the
applicable date on which such cash is delivered in such exchange or conversion)
or other securities or property into which each such USAi Common Share was
exchanged for or converted into after the Effective Time, including any
successive exchange or conversion.

(c) Upon consummation of an USAi Preferred Put or 