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LIBERTY INTERACTIVE CORPORATION AND SUBSIDIARIES

Condensed Consolidated Statements Of Comprehensive Earnings (Loss)

(unaudited)

 
Three months ended

March 31,

 2014  2013

    
Net earnings (loss�et e

 

MarcMarc

D

M

r cccccccccE C O 0

M

r

c

�

M

r

c

d0 d

M

c0

cOM

c

Ā

ed

a

�

d

M

O O �

rOѱ

Ā

ed

c

Ā

ed

M

O O �

rO Ԕ蝐�倀 Ā

ed

O�DԈr c TS4AUFXWA

O ��ᄀ0

D c Ā

ed

s c TS4AUFXWAղu cO d0rO r0 rr� Ā��������� �����������



㌳ ㌝㌳㌷㌵㌻㌴㌞㌷ ㌳㌂㌴㌵㌻㌹㌺㌴㌳㌸㌵㌷ ㌺㌿

㌻㌟㌿

㌻㌹㌴㌳㌿

㌲㌷ ㌹㌲㌶㌷ ㌸㌱㌷㌸㌳㌶㌳㌹㌻㌳㌵㌸

㌺㌤㌰㌢㌨㌰㌲㌨㌢㌷ ㌺㌤㌰㌲㌤㌬ ㌯ ㌢㌫㌦㌨㌢㌷ ㌸㌦㌫㌦㌨㌴

㌨㌰㌦㌲㌷ ㌿

㌳㌷ ㌺㌫㌲㌧㌷ ㌙㌬ ㌤㌹㌲

㌡㌪㌰㌫㌪㌢㌯ ㌦㌨㌢㌣㌷㌴㌧㌥㌨㌨㌷㌴㌤㌰㌦ ㌧㌲㌷㌨㌰㌢㌨㌢㌐

㌫㌥㌱㌧㌷㌠㌚㌒

㌷㌔㌕㌚㌗ ㌱㌔㌕㌚㌠㌷㌫㌴㌤㌪㌰㌦ ㌲㌷㌯ ㌰㌷㌴㌯ ㌬ ㌬ ㌯ ㌤㌰㌲㌻㌒㌹㌽㌱ ㌜㌼ ㌑㌫㌹㌱ ㌜㌿㌑㌘

㌱ ㌑㌓㌾㌿㌒㌐ ㌴ ㌸㌗㌱ ㌒㌵㌐ ㌴ ㌖㌴ ㌐ ㌴ ㌾㌹㌪

㌱㌱㌱㌱ ㌱ ㌱ ㌱ ㌤㌾㌐ ㌱ ㌾㌒㌿㌸㌴ ㌸㌗㌹㌱ ㌙㌼ ㌑㌹㌹㌞㌿㌬㌬㌳㌱㌯㌮㌱ ㌱ ㌱ ㌱ ㌥㌔㌠ ㌳㌹㌐ ㌘

㌾㌸㌐ ㌹㌱ ㌐ ㌑㌱ ㌿㌾㌵㌑㌸㌵㌴ ㌼ ㌾㌱ ㌸㌾㌐ ㌱ ㌾㌒㌿㌸㌴ ㌸㌗㌹㌱ ㌐ ㌑㌱ ㌸㌾㌐ ㌱ ㌵㌒㌹㌽㌱ ㌓㌿㌑㌖㌴ ㌔㌾㌔㌱ ㌨㌕㌱ ㌑㌓㌾㌿㌒㌐ ㌴ ㌸㌗㌱ ㌒㌵㌐ ㌴ ㌖㌴ ㌐ ㌴ ㌾㌹㌪

㌱㌱㌱㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌶㌾㌓㌿㌾㌵㌴ ㌒㌐ ㌴ ㌑㌸㌱ ㌒㌸㌔㌱ ㌒㌘

㌑㌿㌐ ㌴ ㌡㌒㌐ ㌴ ㌑㌸

㌲㌮㌲㌱㌲㌮㌳㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌟㌐ ㌑㌵㌶㌺㌨㌒㌹㌾㌔㌱ ㌵㌑㌘

㌓㌾㌸㌹㌒㌐ ㌴ ㌑㌸

㌱㌲㌱㌱㌲㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌻㌒㌹㌽㌱ ㌓㌒㌕㌘

㌾㌸㌐ ㌹㌱ ㌜㌑㌿㌱ ㌹㌐ ㌑㌵㌶㌺㌨㌒㌹㌾㌔㌱ ㌵㌑㌘

㌓㌾㌸㌹㌒㌐ ㌴ ㌑㌸

㌙㌱㌞㌱㌙㌮㌞㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌚㌛㌵㌾㌹㌹㌱ ㌐ ㌒㌛㌱ ㌨㌾㌸㌾㌜㌴ ㌐ ㌱ ㌜㌿㌑㌘

㌱ ㌹㌐ ㌑㌵㌶㌺㌨㌒㌹㌾㌔㌱ ㌵㌑㌘

㌓㌾㌸㌹㌒㌐ ㌴ ㌑㌸

㌙㌬㌰㌞㌱㌙㌮㌞ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌟㌽㌒㌿㌾㌱ ㌑㌜㌱ ㌙㌾㌒㌿㌸㌴ ㌸㌗㌹㌞㌱ ㌼ ㌑㌹㌹㌾㌹㌱ ㌑㌜㌱ ㌒㌜㌜㌴ ㌼ ㌴ ㌒㌐ ㌾㌹㌩ ㌱ ㌸㌾㌐㌲ ㌱㌬㌬㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌻㌒㌹㌽㌱ ㌿㌾㌵㌾㌴ ㌓㌐ ㌹㌱ ㌜㌿㌑㌘㌱ ㌿㌾㌐ ㌳㌿㌸㌹㌱ ㌑㌸㌱ ㌾㌭㌳㌴ ㌐ ㌕㌱ ㌴ ㌸㌖㌾㌹㌐ ㌘㌾㌸㌐ ㌹

㌬㌳㌱㌽㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌝㌾㌒㌼ ㌴ ㌡㌾㌔㌱ ㌒㌸㌔㌱ ㌳㌸㌿㌾㌒㌼ ㌴ ㌡㌾㌔㌱ ㌙㌗㌒㌴ ㌸㌹㌞㌱ ㌼ ㌑㌹㌹㌾㌹㌱ ㌑㌸㌱ ㌜㌴ ㌸㌒㌸㌵㌴ ㌒㌼ ㌱ ㌴ ㌸㌹㌐ ㌃㌀㌴㌳㌱㌽㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌝㌾ ㌐㌾㌸㌐ ㌔㌱㌴ ㌾㌞㌱ ㌒㌴㌙㌬㌱ ㌼ ㌘㌱ ㌹㌐ ㌱ ㌹

㌱ ㌼㌱㌑㌵㌶㌺㌨㌒㌹㌿㌾㌱ ㌴ ㌡�㌽㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌝㌾㌾㌸㌐ ㌹㌱ ㌙㌼ ㌼ ㌼ ㌼ ㌼ ㌔㌐ ㌴ ㌾㌱㌽㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌱ ㌝㌾㌹㌽㌱ ㌿㌱ ㌐ ㌑㌱ ㌐ ㌹㌱ ㌜㌿㌗㌹㌒㌜㌱ ㌴ ㌸ ㌱ ㌸㌐ ㌴ ㌾㌹㌪





 

LIBERTY INTERACTIVE CORPORATION AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements

(unaudited)

 

(1) Basis of
Presentation

The accompanying condensed consolidated financial statements include the accounts of Liberty Interactive Corporation and its controlled subsidiaries (collectively,
"Liberty" or the "Company" unless the context otherwise requires). All significant intercompany accounts and transactions have been eliminated in consolidation.

Liberty, through its ownership of interests in subsidiaries and other companies, is primarily engaged in the video and on-line commerce industries in North America,
Europe and Asia.

The accompanying (a) condensed consolidated balance sheet as of December 31, 2013, which has been derived from audited financial statements, and (b) the interim
unaudited condensed consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting principles ("GAAP") for interim financial
information and the instructions to Form 10-Q and Article 10 of Regulation S-X as promulgated by the Securities and Exchange Commission. Accordingly, they do not include
all of the information and footnotes required by GAAP for complete financial statements. In the opinion of management, all adjustments (consisting of normal recurring
accruals) considered necessary for a fair presentation of the results for such periods have been included. Additionally, certain prior period amounts have been reclassified for
comparability with current period presentation. These condensed consolidated financial statements should be read in conjunction with the consolidated financial statements and
notes thereto contained in Liberty's Annual Report on Form 10-K for the year ended December 31, 2013.

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and
litࠀsed c uːires s h�� with p

accruafnac







 

LIBERTY INTERACTIVE CORPORATION AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (Continued)

(unaudited)

 Liberty Ventures

 
Series A
(000's)  WAEP  

Weighted
average

remaining
life  

Aggregate
intrinsic

value
(millions)

Outstanding at January 1, 2014 1,932  $ 28.71     
Granted 1  $ 73.05     
Exercised (80)  $ 25.94     
Forfeited/Cancelled —

�



 

LIBERTY INTERACTIVE CORPORATION AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (Continued)

(unaudited)

(4)Earnings (Loss) Per Common
Share

Basic earnings (loss) per common share ("EPS") is computed by dividing net earnings (loss) by the weighted average number of common shares outstanding for the
period. Diluted EPS presents the dilutive effect on a per share basis of potential common shares as if they had been converted at the beginning of the periods presented.

Series A and Series B Liberty Interactive Common Stock

Excluded from diluted EPS, for the three months ended March 31, 2014, are 2 million potential common shares because their inclusion would be antidilutive.

 Liberty Interactive Common Stock

 
Three months ended

March 31, 2014  
Three months ended

March 31, 2013

 number of shares in millions

Basic EPS 494  535
  Potentially dilutive shares 10  7
Diluted EPS 504  542

Series A and Series B Liberty Ventures Common Stock

As discussed in note 10, Liberty completed a two for one stock split on April 11, 2014 therefore all prior period outstanding share amounts have been retroactively
adjusted for comparability. Excluded from diluted EPS, for the three months ended March 31, 2014, are less than a million potential common shares because their inclusion
would be antidilutive.

 Liberty Ventures Common Stock

 
Three months ended

March 31, 2014  
Three months ended

March 31, 2013

 number of shares in millions

Basic EPS 73  72
  Potentially dilutive shares 1  —
Diluted EPS 74  72

I- 11





 

LIBERTY INTERACTIVE CORPORATION AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (Continued)

(unaudited)

(6) Investments in Available-　
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LIBERTY INTERACTIVE CORPORATION AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (Continued)

(unaudited)

(7) Investments in Affiliates Accounted for Using the Equity
Method

Liberty has various investments accounted for using the equity method. The following table includes Liberty's carrying amount, fair value, and percentage ownership of
the more significant investments in affiliates at March 31, 2014 and the carrying amount at December 31, 2013:

 March 31, 2014  
December 31,

2013

 
Percentage
ownership  

Fair value
(Level 1)  

Carrying
amount  

Carrying
amount

   dollars in millions

Interactive Group        
    HSN, Inc. 38%  $ 1,196  $ 311  293
    Other various  NA  51  50
        Total Interactive Group     362  343
Ventures Group        
    Expedia, Inc. 18%  1,673  467  477
    Other various  NA  415  417
        Total Ventures G

362

36

�� �� �� �� �� �� ���� �� �� ���M� �� �� ��� ��� �� �� �8 �� ���� �� �� ��� ��� �� �� �8 �� ��
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LIBERTY INTERACTIVE CORPORATION AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (Continued)

(unaudited)

stock, respectively, held by them as of 5:00 pm, New York City time, on April 4, 2014. Due to the Liberty Ventures common stock split being completed prior to the issuance
of these financial statements the stock split was recorded retroactively for all periods presented.

 
(11) Commitments and Contingencies

Litigation

Liberty has contingent liabilities related to legal and tax proceedings and other matters arising in the ordinary course of business. Although it is reasonably possible
Liberty may incur losses upon conclusion of such matters, an estimate of any loss or range of loss cannot be made. In the opinion of management, it is expected that amounts, if
any, which may be required to satisfy such contingencies will not be material in relation to the accompanying condensed consolidated financial statements.

 
(12) Information About Liberty's Operating Segments

Liberty, through its ownership interests in subsidiaries and other companies, is primarily �owZy ily hysi o and aolwnr coemaoc  inluetniee
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations

Certain statements in this Quarterly Report on Form 10-Q constitute forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995, including statements regarding our business, product and marketing strategies; new service offerings; the proposed creation of the Q�n of the 



 

For additional risk factors, please see Part I, Item 1 of the Annual Report on Form 10-K for the year ended December 31, 2013. These forward-looking statements and
such risks, uncertainties and other factors speak only as of the date of this Quarterly Report, and we expressly disclaim any obligation or undertaking to disseminate any updates
or revisions to any forward-looking statement contained herein, to reflect any change in our expectations with regard thereto, or any other change in events, conditions or
circumstances on which any such statement is based.

The following discussion and analysis provides information concerning our results of operations and financial condition. This discussion should be read in conjunction
with our accompanying condensed consolidated financial statements and the notes thereto and our Annual Report on Form 10-K for the year ended December 31, 2013.

Overview

We own controlling and non-controlling interests in a broad range of video and on-line commerce companies. Our largest business, which is also our principal reportable
segment, is QVC, Inc. ("QVC"). QVC markets and sells a wide variety of consumer products in the United States and several foreign countries, primarily by means of its
televised shopping programs and via the Internet through its domestic and international websites and mobile applications. We also own a controlling interest in TripAdvisor,
Inc. ("TripAdvisor"), a separate reportable segment, which is an online travel company that empowers users to plan and maximize their travel experience by aggregating
reviews and opinions of members about destinations, accommodations, restaurants and activities throughout the world. Additionally, we own entire or majority interests in
consolidated subsidiaries which operate on-line commerce businesses in a broad range of retail categories. The more significant of these include Backcountry.com, Inc.
("Backcountry"), Bodybuilding.com, LLC ("Bodybuilding"), Celebrate Interactive Holdings, LLC ("Celebrate"), Provide Commerce, Inc. ("Provide") and CommerceHub.
Backcountry operates websites offering sports gear and clothing for outdoor and active individuals in a variety of categories. Bodybuilding manages websites related to sports
nutrition, body building and fitness. Celebrate operates websites that offer costumes, accessories, décor, party supplies and invitations. Provide operates an e-commerce
marketplace of websites for perishable goods, including flowers, fruits and desserts, as well as upscale personalized gifts. CommerceHub operates a drop-ship solution which
allows different software systems from both sides of the transaction to more easily access the data necessary to fulfill orders.

Our "Corporate and Other" category includes our corporate ownership interests in other unconsolidated businesses and corporate expenses. We hold ownership interests in
Expedia, Inc., HSN, Inc., Interval Leisure Group, Inc. and Tree.com, Inc. which we account for as equity method investments; and we continue to maintain investments and
related financial instruments in public companies such as Time Warner Inc. and Time Warner Cable Inc., which are accounted for at their respective fair market values and are
included in "Corporate and Other."

The term "Ventures Group" does not represent a separate legal entity, rather it represents those businesses, assets and liabilities that have been attributed to that group.
The Ventures Group is comprised primarily of our consolidated subsidiary TripAdvisor and interests in Expedia, Inc., Interval Leisure Group, Inc., Tree.com, Inc., investments
in Time Warner Inc. and Time Warner Cable Inc., as well as cash and cash equivalents in the amount of approximately $802 million (at March 31, 2014). The Ventures Group
also has attributed to it certain liabilities related to our corporate level indebtedness (see note 9 in the accompanying financial statements) and certain deferred tax liabilities.
The Ventures Group is primarily focused on the maximizat��smiva
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Adjusted OIBDA.    We define Adjusted OIBDA as revenue less cost of sales, operating expenses and selling, general and administrative ("SG&A") expenses excluding
all stock-based compensation. Our chief operating decision maker and management team use this measure of performance in conjunction with other measures to evaluate our
businesses and make decisions about allocating resources among our businesses. We believe this is an important indicator of the operational strength and performance of our
businesses, including each business's ability to service debt and fund capital expenditures. 