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This document is in three parts. The first part is the prospectus supplement dated April 3, 2002, which describes the
terms of the 5.625% Notes due 2003, the 6.150% Notes due 2007, the 6.875% Notes due 2012 and the 7.700% Debentures
due 2032 (collectively, the “securities”). The second part is the accompanying prospectus dated February 26, 2001, which
gives more general information, some of which may not apply to the securities. The third part is general information being
provided for purposes of listing the securities on the Luxembourg Stock Exchange,

The 5.625% Notes will mature on May 1, 2005, the 6.150% Notes will mature on May 1, 2007, the 6.875% Notes
will mature on May 1, 2012 and the 7.700% Debentures will mature on May 1, 2032, Interest on the securities is payable
semiannually on May | and November 1, beginning November 1, 2002, The securities are fully, irrevocably and
unconditionally guaranteed on an unsecured basis by each of America Online, Inc. and Time Warner Inc. In addition, Time
Wamer Companies, Inc. and Turner Broadcasting System, Inc. have fully, irrevocably and unconditionally guaranteed on an
unsecured basis Time Wamner Inc.'s guarantee of the securities. See the section entitled “Description of the Notes and the
Debentures—Guarantees” on Page S-11 of the prospectus supplement. Each of AOL Time Wamer Inc., Time Wamer Inc.,
Time Wamer Companies, Inc, and Turner Broadcasting System, Inc. is a holding company that derives its operating income
and its cash flow primarily from its subsidiaries and investments, See the section entitled *“Description of the Notes and the
Debentures—Ranking” on page S-12 of the prospectus supplement.

We may redeem some or all of the securities at any time or from time to time, We describe the redemption prices
under the headings “Description of the Notes and the Debentures—Optional Redemption” beginning on page S-12 of the
prospectus supplement.

The securities will be unsecured senior obligations of AOL Time Warner Inc. and will rank equally with all our
other unsecured senior indebtedness. Each guarantee will be a senior obligation of each of America Online, Inc., Time
‘Warner Inc., Time Wamer Companies, Inc. and Tumer Broadcasting System, Inc., respectively, and will rank equally with all
other unsecured senior indebtedness of each guarantor, respectively.

Neither the Securities and Exchange Commission nor any state or foreign securities commission has
approved or disapproved of the securities or determined if the prospectus supplement, the accompanying prospectus
or the general information being provided for purposes of listing the securities on the Luxembourg Stock Exchange is
truthful or complete. Any representation to the contrary is » criminal offense.
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PROSPECTUS SUPPLEMENT

(To Prospectus Dated February 26, 2001) AOL Time Warner

$6,000,000,000

AOL Time Warner Inc.

$1,000,000,000 5.625% Notes due 2005

$1,000,000,000 6.150% Notes due 2007

$2,000,000,000 6.875% Notes due 2012
$2,000,000,000 7.700% Debentures due 2032

Unconditionally Guaranteed by
America Online, Inc.
and
Time Warner Inc.

The 5.625% notes will mature on May 1, 2005, the 6.150% notes will mature on May 1, 2007, the 6.875% notes will mature
on May 1, 2012 and the 7.700% debentures will mature on May 1, 2032. Interest on the securities is payable semiannually on May 1
and November 1 of each year, beginning November 1, 2002, The securities are fully, irrevocably and unconditionally guaranteed on
an unsecured basis by each of America Online, Inc. and Time Warner Inc. In addition, Time Warner Companies, Inc. and Turner
Broadcasting System, Inc. have fully, irrevocably and unconditionally guaranteed on dn unsecured basis Time Warner Inc.'s
guarantee of the securities. See “Description of the Notes and the Debentures—Guarantees” on page S-11. Each of AOL Time
Warner Inc., Time Warner Inc., Time Warner Companies, Inc. and Turner Broadcasting System, Inc. is a holding company that
derives its operating income and its cash flow primarily from its subsidiaries and investments. See “Description of the Notes and the
Debentures—Ranking” on page S-12.

We may redeem some or all of the securities at any time or from time to time. We describe the redemption prices under the
heading “Description of the Notes and the Debentures—Optional Redemption” beginning on page S-12.

The securities will be unsecured senior obligations of AOL Time Warner Inc. and will rank equally with all our other
unsecured senior indebtedness. Each guarantee will be a senior obligation of each of America Online, Inc., Time Wamer Inc., Time
Wamer Companies, Inc, and Turner Broadcasting System, Inc., respectively, and will rank equally with all other unsecured senior
indebtedness of each guarantor, respectively.

The securities are offered for sale in the United States, Europe and Asia. Application has been made to list the securities on
the Luxembourg Stock Exchange in accordance with its rules.

Per 5.625% Per 6.150% Fer 6.875% Per 7.700%
Note due Note due Nate due Debenture Combined
2005 Total 2007 Total 2012 Total due 2032 Total Total
Public Offering Price.............. 99.681% $996,810,000 99.685% $996,850,000 99.050% $1,981,000,00 99.376% %1,987,520,00 %5,962,180,00
Underwriting Discount. .......... 0.250% § 2,500,000 0.350% § 3,500,000 0450% §  9,000,00 0875% § 1750000 $ 32,500,00
Proceeds to AOL Time
LTY T 99.431% $994,310,000 99.335% $993,350,000 98.600% $1,972,000,00 98.501% $1,970,020,00 $5,929,680,00

Interest on the securities will accrue from April 8, 2002,

Neither the Securities and Exchange Commission nor any state or foreign securities commission has approved
or disapproved of these securities or determined if this prospectus supplement or the accompanying prospectus is
truthful or complete. Any representation to the contrary is a criminal offense.

It is expected that delivery of the securities will be in book-entry form only through the facilities of The Depository
Trust Company, Clearstream, Luxembourg or the Euroclear System, as the case may be, on or about April 8, 2002.

Joint Book-Running & Lead Managers

Banc of America Securities LLC JPMorgan Morgan Stanley
Joint Lead Manager
Salomon Smith Barney
Senior Co-Managers
ABN AMRO Incorporated Barclays Capital Bear, Stearns & Co. Inc.
BNP PARIBAS Commerzbank Securities Credit Suisse First Boston
Dresdner Kleinwort Wasserstein Fleet Securities, Inc. Lehman Brothers
Merrill Lynch & Co. Mizuho International plc Scotia Capital

Tokyo-Mitsubishi International pleWestdeutsche Landesbank Girozentrale
Co-Managers

Caboto IntesaBei Daiwa Securities SMBC Europe Deutsche Bank Securities
Goldman, Sachs & Co, Guzman & Company HSBC
ING Utendahl Capital Partners, L.P. Wachovia Securities, Inc.

The date of this prospectus supplement is April 3, 2002
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This document is in two parts. The first part is this prospectus supplement, which describes the terms of the
securities that we are currently of'gzring. The second part is the accompanying prospectus, whiclgjives more general
information, some of which may not apply to the securities that we are currently offering. Generally, the term
“prospectus” refers to both parts combined.

If the information varies between this prospectus supplement and the accompanying prospectus, the
information in this prospectus supplement supersedes the information in the accompanying prospectus.

You should rely only on the information contained in or incorporated by reference in this prespectus
sn#)plement and the accompanying prospectus. No person s authorized to provide you with different
information or to offer the securities in any state or other jurisdiction where the offer is not permitted. You
should not assume that the informatien provided by this prospectus suPplement or the accompanying
prospectus is accurate as of any date other than the date on the front of this prespectus supplement,

The priocipal executive office of each of AOL Time Wamer, Time Warner and Time Wamer Companies is
located at 75 Rockefeller Plaza, New York, NY 10019, and the telephone number of each is (212) 484-8000, The
principal executive office of America Online is located at 22000 AOL Way, Dulles, VA 20166, and the telephone
number of America Online is (703) 265-1000. The principal executive office of Turner Broadcasting System is
:gocated at One CNN Center, Atlanta, GA 30303, and the telephone number of Turner Broadcasting System is (404)

27-1700.

AOL Time Wamer was incorporated under the laws of the state of Delaware on February 4, 2000. America
Online was incorporated under the laws of the state of Delaware on May 24, 1985. Time Warner was incorporated
under the laws of the state of Delaware on June 12, 1989, Time Warner Companies was incorporated under the laws
of the state of Delaware on August 29, 1983. Turner Broadcasting System was incorporated under the laws of the
state of Georgia on May 12, 1965.



References to “AOL Time Wamer,” “we,” “us” and “our” in this prospectus supplement and in the
accompanying prospectus are references to AQL Time Wamer Inc,

This prospectus supplement and the accompanying prospectus include particulars given in compliance with
the rules goveming the listing of securities on the Luxembourg Stock Exchange for the purpose of giving
information with regard to us. We accept responsibility for the information contained in this prospectus supplement
and accompanying prospectus and confirm, having made all reasonable inguiries, that to the best of our knowiedge
and belief, there are no other facts the omission of which would make any statement herein misleading in any
material respect as of the date of this prospectus supplement. The Luxembourg Stock Exchange takes no
responsibility for the contents of this document, makes no representation as to its accuracy or completeness and
expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or
any part of the contents of this prospectus supplement and the accompanying prospectus.

We cannot guarantee that listing will be obtained on the Luxembourg Stock Exchange. Inquiries regarding
our listing status on the Luxembourg Stock Exchange should be directed to our Luxembourg listing agent,
Kredietbank S.A. Luxembourgeoise, 43, Boulevard Royal, L-2955 Luxembourg.

Offers and sales of the securities are subject to restrictions in relation to the United Kingdom, Germany,
The Netherlands and Japan, details of which are set out in the section entitled “Underwriting.” The distribution of
this prospectus supplement and the accompanying prospectus and the offering of the securities in certain other
jurisdictions may also be restricted by law,

The securities are being offered only for sale in jurisdictions where it is lawful to make such offers. The
distribution of this prospectus supplement and the accompanying prospectus and the offering of the securities in
some jurisdictions may be restricted by law. Persons who receive this prospectus supplement and the accompanying
prospectus should inform themselves about and observe any such restrictions. This prospectus supplement and the
accompanying prospectus do not constitute, and may not be used in connection with, an offer or solicitation by
anyone in any jurisdiction in which such offer or solicitation is not authorized or in which the person making such
offer or solicitation is not authorized or in which the person making such offer or soficitation is not qualified to do so
or to any person to whom it is unlawful to make such offer or solicitation. See “Underwriting” beginning on page
S-19 of this prospectus supplement.

WHERE YOU CAN FIND MORE INFORMATION

This prospectus supplement and the accompanying prospectus incorporate documents by reference which
are not presented in or delivered with this prospectus supplement. We incorporate by reference the following:

«  AOL Time Wamer’s Annual Report on Form 10-K for the fiscal year ended December 31, 2001 (filing
date March 25, 2002), as amended by Amendment No. I on Form 10-K/A dated March 26, 2002
(filing date March 26, 2002},

All documents filed by AOL Time Warner, America Online or Time Warner pursuant to Section 13(a),
13(c), 14 or 15(d) of the Securities Exchange Act of 1934 after the date of this prospectus supplement and prior to
the termination of the offering of the securities are incorporated by reference into and are deemed to be a part of this
prospectus suppiement and the accompanying prospectus from the date of filing of those documents.

For as long as the securities are listed on the Luxembourg Stock Exchange, the documents incorporated by
reference in the prospectus supplement will be available free of charge at the office of our Luxembourg transfer and
paying agent, Kredietbank 5.A. Luxembourgeoise, 43, Boulevard Royal, L-2955 Luxembourg. See “General
Information.” Notwithstanding any statements to the contrary in the accompanying prospectus, according to
information provided by the SEC, copies of these documents may no longer be available at the public reference
facilities maintained by the SEC in Chicago and New York,

Any statement contained in a document incorporated or deemed to be incorporated by reference into this
prospectus supplement and the accompanying prospectus will be deemed to be modified or superseded to the extent
that a staterent contained in this prospectus supplement and the accompanying prospectus or any other
subsequently filed document that is deemed to be incorporated by reference into this prospectus supplement and the
accompanying prospectus modifies or supersedes the statement, Any statement so modified or superseded will not
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be deemed, except as 50 modified or superseded, to constitute a part of this prospectus supplement and the
accompanying prospectus.

This prospectus supplement and the accompanying prospectus, together with copies of the documents
incorporated by reference, are available from us upon request. We will provide & copy of any and all of the
information that is incorporated by reference into this prospectus supplement and the accompanying prospectus to
any person, without charge, upon written or oral request. If exhibits to the documents incorporated by reference into
this prospectus supplement and the accompanying prospectus are not themselves specifically incorporated by
reference, then the exhibits will not be provided.

Requests for documents relating to AQL Time Warner or any of the guarantors should be directed to AOL
Time Warner Inc., 75 Rockefeller Plaza, New York, New York 10019, Attention: Shareholder Relations, telephone:
1-866-INFO-AOL, e-mail: acltimewarnerir@aol .com.

STATEMENTS REGARDING FORWARD-LOOKING INFORMATION

The SEC encourages companies to disclose forward-looking information so that investors can better
understand a company’s future prospects and make informed investment decisions. This prospectus supplement and
the accompanying prospectus contain such “forward-looking statements” within the meaning of the Private
Securities Litigation Reform Act of 1995, These statements may be made directly in this prospectus supplement and
the accompanying prospectus referring to us and they may also be made a part of the accompanying prospectus by
reference to other documents filed with the SEC by us, America Online or Time Warner, which is known as
“incorporation by reference.”

LE 1Y

Words such as “anticipates,” “estimates,” “expects,” “projects,” “intends,” “plans,” “believes” and words
and terms of similar substance used in connection with any discussion of future operating or financial performance
identify forward-looking statements. All forward-looking statements are management’s present expectations of
future events and are subject to a number of factors and uncertainties that could cause actual results to differ
materially from those described in the forward-looking statements. Actual results may vary materially from those
described in the forward-looking statements due to a variety of factors. Investors are cautioned not to place undue
reliance on the forward-looking statements, which speak only as of the date of those statements. None of us,
America Online, Time Warner, Time Wamer Companies and Turner Broadcasting System is under any obligation,
and each expressly disclaims any obligation, to update or alter any forward-looking statements, whether as a result
of new information, future events or otherwise.

¥ 08,

AOL Time Warner operates in highly competitive, consumer-driven and rapidly changing Internet, media
and entertainment businesses. These businesses are affected by govemment regulation, economic, political and
social conditions, consumer response to new and existing products and services, technological developments and,
particularly in view of new technologies, the continued ability to protect intellectual property rights. AOL Time
Warner’s actual results could differ materially from management’s expectations because of changes in such factors,
For additional information about factors that could cause actual results to differ materialty from those described in
the forward-looking statements, please see the documents that we have filed with the SEC, including Quarterly
Reports on Form 10-Q and Annual Reports on Form 10-K.

All subsequent forward-looking statements attributable to us, America Online, Time Warner, Time Wamer
Companies or Tumer Broadcasting System or any person acting on our or their behalf are expressly qualified in
their entirety by the cautionary statements contained or referred to in this section.
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THE COMPANY
AOL Time Warner

We are the world’s preeminent fully integrated, Intemet-powered media and communications company,
whose industry-leading businesses include interactive services, cable systems, filmed entertainment, networks,
music and publishing.

AOL Time Warner classifies its business interests into the following fundamental areas:

s  America Online, consisting principally of the development and operation of branded interactive
services such as the AOL and CompuServe services, Web properties such as Netscape, local services
such as Moviefone and MapQuest, interactive messaging services such as AOL Instant Messenger and
ICQ, Internet technologies and electronic commerce services;

»  cable, consisting principally of interests in cable television systems, including Time Warner Cable;

» filmed entertainment, consisting principally of interests in filmed entertainment and television
production, including Wamer Bros. and New Line Cinema;

¢ networks, consisting principally of interests in cable television and broadeast television networks,
including WTBS Superstation, TNT, Cartoon Network, CNN News Group, Home Box Office and the
WB Television Network;

¢ music, consisting principally of interests in recorded music and music publishing, including Wamer
Music Group and such labels as Atlantic, Elektra, Rhino, Warner Bros. Records and Warner Music
International; and

+ publishing, consisting principally of interests in magazine publishing, book publishing and direct
marketing, including Time, People and Sports IHustrated magazines, Warner Books and Little, Brown.

As a result of the Janvary 2001 merger between America Online and Time Warner, we are a holding
company with two wholly owned subsidiaries, America Online and Time Warner. The business of our company is
the combined businesses previously conducted by America Online and Time Warner. We combined America
Online’s extensive lntemet properties, technology and infrastructure with Time Warner’s broad array of media,
entertainment and news brands and its technologically advanced broadband delivery systems to create a new
company capable of enhancing consumers’ access to the broadest selection of high quality content and interactive
services.

We have undertaken a number of business initiatives to advance cross-divisional activities, including
shared infrastructures and cross-promotions of our various businesses, and cross-divisional and cross-platform
advertising and marketing opportunities for significant advertisers. Our integrated Global Marketing Solutions
Group develops individualized advertising programs through which major brands can reach customers over a
combination of our print, television and Internet media. We expect to continue and expand such arrangements.

America Online and Time Warner

America Online is primarily an operating company, although it conducts a portion of its business through
subsidiaries, The primary activities of America Online include the operation of the interactive online services
businesses of AOL Time Warner. Time Warmner is a holding company that derives its operating income and cash
flow from its investments in its subsidiaries.

TWC and TBS

Time Wamer Companies, inc., or “TWC,” and Tumner Broadcasting System, Inc., or “TBS,” are wholly
owned subsidiaries of Time Warner as a result of the merger in 1996 of TWC and TBS with separate subsidiaries of
Time Wamer. Each of TWC and TBS is a holding company that derives its operating income and cash flow
primarily from its subsidiaries and investments, The assets of each of TWC and TBS$ consist primarily of
investments in its consolidated and unconsolidated subsidiaries. The primary activities of TBS's subsidiaries include
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the operation of cable networks and the primary activities of TWC’s wholly owrli#isbsidiaries include the
operation of publishing, music and a portion of Time Warner's cable systems. TWC also owns a 74.49% equity
interest in Time Warner Entertainment Company, L.P., or “TWE,” a limited partnership that owns a majority of
AOL Time Wamer's interests in filmed entertainment and cable television systems and a portion of its interests in

television networks.

Directors and Executive Officers of AOL Time Warner

Stephen M. Case,
Chairman of the Board
Gerald M. Levin,
Chief Executive Officer and Director
Daniel F. Akerson,
Direcior
James L. Barksdale,
Director
Stephen F. Bollenbach,
Director
Paul T. Cappuccio,
Executive Vice President,
General Counsel and Secretary
Frank J. Caufield,
Director
David M. Colbumn,
Executive Vice President and President of
Business Development for Subscription
Services and Advertising and Commerce
Businesses
Adolf R. DiBiasio,
Executive Vice President, Strategy and
Investments
Patricia Fili-Krushel,
Executive Vice President, Administration
Miles R. Gilbume,
Director
Carla A. Hills,
Director

Robert M. Kimmitt,
Executive Vice President, Global
and Strategic Policy
Kenneth B, Lerer,
Executive Vice President
Reuben Mark,
Director
Michael A. Miles,
Director
Kenneth J. Novack,
Vice Chairman and Director
Wayne H. Pace,
Executive Vice President and
Chief Financial Officer
Richard D. Parsons,
Co-Chief Operating Officer and Director
Robert W, Pittman,
Co-Chief Operating Officer and Director
William J. Raduchel,
Executive Vice President and Chief
Technology Officer
Franklin D. Raines,
Director
Mayo S. Stuniz, Jr.,
Executive Vice President
R E. Turner,
Vice Chairman and Director
Francis T. Vincent, Jr.,
Director

Gerald M. Levin will retire as Chief Executive Officer immediately following the May 2002 annual
meeting of stockholders of AOL Time Warner. At that time, Richard D. Parsons, currently a Co-Chief Operating
Officer, will become Chief Executive Officer, and Robert W. Pittman, currently a Co - Chief Operating Officer, will
become sole Chief Operating Officer.

Each of the above-named persons is a full-time employes of AOL Time Warner, except Ambassador Hills
and Messrs. Akerson, Barksdale, Bollenbach, Caufield, Gilburne, Mark, Miles, Raines and Vincent. The business
address of each, in his or her capacity as a director or an executive officer of AOL Time Warner, is ¢/o AOL Time
Wamner Inc., 75 Rockefeller Plaza, New York, NY 10019,

RATIOS OF EARNINGS TO FIXED CHARGES

The ratios of earnings to fixed charges for each of AQL Time Warner, America Online, Time Warner,
TWC and TBS are set forth below for the periods indicated. For periods in which earnings before fixed charges were
insufficient to cover fixed charges, the dollar amount of coverage deficiency, instead of the ratio, is disciosed.

In addition to the historical ratios (or coverage deficiencies), pro forma ratios of earnings to fixed charges
are presented for the year ended December 31, 2000 to give effect to the merger of America Online and Time
Warner as if it occurred at the beginning of the period.
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Further, as a result of the merger of America Online and Time Warner, the pro forma ratios of Time
Warner, TWC and TBS have each been adjusted to reflect an allocable portion of AOL Time Warner’s new basis of
accounting on a pushdown basis. The historical ratios are reflected at each company’s historical cost basis of
accounting.

The pro forma ratios have been derived from, and should be read in conjunction with, the pro forma
consolidated condensed financial statements including the notes thereto of AOL Time Warner, Those pro forma
consolidated condensed financial statements are included in AOL Time Wamer’s Annual Report on Form 10-K for
the year ended December 31, 2001, which is incorporated herein by reference.

For purposes of computing the ratio of earnings to fixed charges, earnings were calculated by adding:

O pretax income,

2) interest expense, including previously capitalized interest amortized 10 expense and the portion of
rents representative of an interest factor for AOL Time Warner, America Online, Time Wamer,

TWC, TBS and their respective majority-owned subsidiaries,

3) AOL Time Warner’s, America Online’s, Time Wamer’s, TWC’s and TBS’s respective
proportionate share of the items included in (2) above for their 50%-owned companies,

e preferred stock dividend requirements of majority-owned companies,
{5) minority interest in the income of majority-owned subsidiaries that have fixed charges, and
(&) the amount of losses of each of AOL Time Warner's, America Online’s, Time Wamer’s, TWC’s

and TBS’s less than 50%-owned companies.

Fixed charges consist of:

m interest expense, including interest capitalized and the portion of rents representative of an interest
factor for AOL Time Wamer, America Online, Time Warner, TWC and TBS and their respective
majority-owned subsidiaries,

2) AOL Time Warner’s, America Online’s, Time Wamer’s, TWC’s and TBS’s respective
proportionate share of such items for their 50%-owned companies, and

3 preferred stock dividend requirements of majority-owned subsidiaries.

Eamings as defined include significant noncash charges for depreciation and amortization primarily
relating to the amortization of intangible assets, including goodwill, recognized in business combinations accounted
for by the purchase method. For the year ended December 31, 2001, earnings have been reduced by noncash
amortization charges of approximately $7.2 billion for AOL Time Warner. On a pro forma basis for the year ended
December 31, 2000, based on a preliminary allocation of the purchase price paid in the merger of America Online
angl’f'fl{ne W\:{mer, earnings have been reduced by noncash amortization charges of approximately $7.0 billion for
Al ime Wamer.

AOL Time Warner™

Year Ended
December 31,
2001 2000
Historieal Pro Formns
. {Unandited)
Deficiency of earnings to fixed charges...............ccrvene ()] »

WAOL Time Wamner became the parent of America Online and Time Wamner on January 11, 2001, in
connection with the consummation of the merger of America Online and Time Warner. The pro forma
information as of December 31, 2000 reflects the merger as if it ocourred on January 1, 2000.
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®  The deficiency of earnings to fixed charges was $4.5 billion for the year ended December 31, 2001 and $3.2
bitlion for the year ended December 31, 2000 (on a pro forma basis).

America Online
Year Ended December 31,
1001 2000 1999 1998 1997
(Historical)
Ratio of earnings to fixed charges .........covuvenaen 6.1x 8.2x 9.7x 2.0x (a)

_GT"“"—. A Tr
The deficiency of earnings to fixed charges was $11 million for the year ended December 31, 1997.

Time Warner

Year Ended December 31,
1001 2000 2000 1999 1998 1997
Historical Pro Forms Historical Historical Historicat Historical
(Unaudited)
Ratio of eamings to fixed charges .. (a) (a) 1.4x 1x 1.5x 1.6x

The deficiency of earnings to fixed charges was $4.9 billion for the year ended December 31, 2001 and $5.1
billion for the year ended December 31, 2000 (on a pro forma basis).

TWC
Year Ended December 31,
2001 2000 2000 1998 1998 1997
Historical Pro Forma Historical Historical Historical Historical
(Unaudited)
Ratio of earnings to fixed charges .. (a) (a) 1.5x 3.6x 1.5x 1.6x

"'""‘T;T"—. . i
The deficiency of eamings to fixed charges was $3.9 billion for the year ended December 31, 2001 and $4.0
billion for the year ended December 31, 2000 (on a pro forma basis).

TBS
Year Ended December 31,
2001 2600 2000 1999 1998 1997
Historical Pro Forma Historleal Historical Historiesal Historlical
(Unaudited)
Ratio of earnings to fixed charges .. (a) (a) 2.8x 3.5x 2.6x 2.1x

T s Aefiain . Y
The deficiency of eamings to fixed charges was $769 million for the year ended December 31, 2001 and $853
million for the year ended December 31, 2000 (on a pro forma basis).

USE OF PROCEEDS

The net proceeds from this offering are estimated to be approximately $5.929 billion, after deducting the
underwriting discount and commissions and our estimated offering expenses of approximately $200,000. We intend
1o use the net proceeds of the offering for general corporate purposes, including, but not limited to, the repayment of
outstanding commercial paper and bank indebtedness. Affiliates of certain of the underwriters of this offering are
lenders of such bank indebtedness and, upon application of the net proceeds from this offering, each will receive its
proportionate share of the amounts outstanding thereunder that are repaid. See “Underwriting” for additicnal
information. As of February 28, 2002, there were approximately $10.2 billion in outstanding bank credit agreement
borrowings and commercial paper and the annuat blended interest rate was 2.18%. Pending any specific application,
we may initially invest the net proceeds of this offering in interest-bearing securities.
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CAPITALIZATION

The consolidated capitalization of AOL Time Wamer at December 31, 2001 is set forth below. The as
adjusted column reflects (1) the incurrence of debt after December 31, 2001 in connection with the acquisttion
pursuant to a put option of 80% of Bertelsmann AG’s interest in AOL Europe, the refinancing of AOL Europe’s
outstanding debt and the redemption of certain redeemable preferred securities previously issued by AOL Europe,
(2) the issuance of the securities offered hereby and (3) the application of the net proceeds from this offering to the
repayment of bank borrowings and commercial paper. The as adjusted column does not reflect (1) the anticipated
acquisition of the remaining 20% of Bertelsmann AG's interest in AOL Eurcpe for $1.45 biition in July 2002 and
(2) $758 million of redeemable preferred securities of AOL Europe that were outstanding on December 31, 2001,
Shareholders’ equity has not been adjusted to reflect any of these transactions.

As of December 31, 2001
Actus) As Ad}usted
(milllons)
Long-term debt, excluding the current portion:
Bank credit agreement borrowings, commercial paper and
other variable rate borrowings(a) ... NI | 4945 § 5,176
Fixed-rate senior notes, debentures and other ﬁxed-rate
indebtedness(D). ... it snies 17,847 23,847
Total long-term debt...........cciicrvirmnminnssennis e 22,792 29,023
Shareholders’ equity
Total shareholders’ eqUItY(C) ..o e s 152,071 152,071
Total capitalization(d)...........ccorirccviiirn i, 3 174,863 3§ 181,094

@ On February 28, 2002, we had bank credit facilities that permit borrowings in an aggregate amount of up to
$14.6 billion, including the U.S. dollar equivalent of amounts available in other currencies under our two
multicurrency credit agreements. Borrowings under all of these facilities are limited to (1) $5.9 billion, or the
equivalent, in the aggregate for AQL Time Warner, including amounts available under the multicurrency
credit agreements, (2) $6.0 billion in the aggregate for Time Warner, TWC, TBS and TWI Cable, (3) $7.5
billion in the case of TWE and (4) $2.0 billion in the case of Time Warner Entertainment-Advance/Newhouse
Partnership (“TWE-A/N"), subject, in the case of each of Time Wamer, TWC, TBS, TWI Cable, TWE and
TWE-A/N, to an aggregate borrowing limit of $7.5 billion and certain other limitations and adjustments. Such
borrowings bear interest at specific rates for each of the borrowers generally equal to LIBOR plus a margin of
30 basis points for Time Warner, TWC, TBS, TWI Cable, TWE and TWE-A/N and 36 basis points for AOL
Time Warner, Each of TWC, TBS, TWI Cable, TWE and TWE-A/N is required to pay a commitment fee of
generally 10 basis points per year on the unused portion of its share of the $7.5 billion commitment, and AOL
Time Warner is generally required to pay a facility fee of 9 basis points per year under its facilities. Also
included in the total are $800 million of borrowings available to Time Wamer which bear interest at LIBOR
plus a margin of 75 basis points with a commitment fee of 25 basis points. Both margins and fees under the
facilities vary based upon the credit rating or financial leverage of the applicable borrower. Borrowings may
be used for general business purposes and unused credit is available to support commercial paper borrowings,
which had outstanding maturities generally ranging from ovemight to ninety days. Our credit agreements
described under (1) above provide for same-day borrowings and the others provide for next-day borrowings.

® Includes certain zero coupon convertible notes and other indebtedness, which are reflected net of unamortized
original issue discount, aggregating approximately $1.4 billion.
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© On January 1, 2002, AOL Time Warner adopted a new accounting standard “Goodwill and Other Intangible
Assets” (“FAS 1427). FAS 142 includes new guidance for measuring goodwill and other intangible assets
resulting from business combinations. Goodwill and intangible assets deemed to have an indefinite useful life
are subject to an annual review for impairment. As a result of its initial review for impairment, AOL Time
Warner expects to record a one-time, noncash charge of approximately $54 bitlion upon adoption of this new
accounting standard in the first quarter of 2002. This charge is non-operational in nature, will be reflected as a
cumulative effect of an accounting change and will result in a reduction of shareholders’ equity. This charge
will not result in a violation of any of our debt covenants.

@ Except as set forth herein, including the discussion in footnote (c) above, or incorporated herein by reference,
there has been no material change in the consolidated capitalization of AOL Time Warner since December 31,
2001 to the date of this prospectus supplement.
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DESCRIPTION OF THE NOTES AND THE DEBENTURES

We will issue four separate series of securities under the indenture referred to in the accompanying
prospectus. The following description of the particular terms of the securities offered hereby and the related
guarantees supplements the description of the general terms and provisions of the debt securities set forth under
“Description of the Debt Securities and the Guarantees™ beginning on page 12 in the accompanying prospectus. This
description replaces the description of the securities in the accompanying prospectus, to the extent of any
inconsistency. Terms used in this prospectus supplement that are otherwise not defined will have the meaning given
to them in the accompanying prospectus.

General

The securities will have the following terms:

Annual
Principal Interest Maturity
Amount Rate Date
5.625% Notes due 2005.........coocorccemrrrrissreees $1,000,000,000 5.625% May 1, 2005
6.150% Notes due 2007.........cocveverireveneeraenens $1,000,000,000 6.150% May 1, 2007
6.875% Notes due 2012.............. $2,000,000,000 6.875% May 1, 2012

7.700% Debentures due 2032 $2,000,000,000 7.700% May I, 2032

In each case, interest will accrve from Apri} 8, 2002, or from the most recent interest payment date to
which interest has been paid or duly provided for. Interest will be payable semiannually on May | and November 1
of each year, commencing November 1, 2002, to the persons in whose names the securities are registered at the
close of business on the April 15 or Qctober 15, as the case may be, next preceding such interest payment date,
Interest will be calculated on the basis of a 360-day year consisting of twelve 30-day months. At maturity, each of
the 5.625% Notes due 2005, the 6.150% Notes due 2007, the 6.875% Notes due 2012 and the 7.700% Debentures
due 2032 wil! be repaid at par.

In some circumstances, we may elect to discharge our obligations on the securities through defeasance. See
“Description of the Debt Securities and the Guarantees — Defeasance” on page 17 in the accompanying prospectus
for more information about how we may do this.

We may, without the consent of the holders of any series of securities offered hereby, issue additional
securities of the same series under the indenture. Any such additional securities will have the same ranking and the
same interest rate, maturity and other terms as the other securities of the same series.

Guarantees

Each of America Online and Time Warer, as primary obligor and not merely as surety, will fully,
imevocably and unconditionally guarantee to each holder of the securities and to the Trustee and its successors and
assigns, (1) the full and punctual payment of principal and interest on the securities when due, whether at maturity,
by acceleration, by redemption or otherwise, and all other monetary obligations of ours unider the indenture
{including obligations to the Trustee) and the securities and (2) the full and punctual performance within applicable
grace periods of all other obligations of ours under the indenture and the securities. Such guarantees will constitute
guarantees of payment, performance and compliance and not merely of collection. Additionally, TWC and TBS will
fully, irrevocably and unconditionally guarantee Time Warner’s guarantee of the securities under substantially the
same terms as the guarantees of America Online and Time Wamer of the securities.

We describe the terms of the guarantees in more detail under the heading “Description of the Debt
Securities and the Guarantees — Guarantees”™ on page 13 of the accompanying prospectus.

Ranking

The securities offered hereby will be senior unsecured obligations of ours and will rank equally and ratably
with all other senior unsecured and unsubordinated indebtedniess of ours from time to time outstanding. The
guarantees of the securities will be senior obligations of America Online, Time Wamer, TWC and TBS, as
applicable, and will be direct unsecured obligations of America Online, Time Wamer, TWC and TBS, respectively,
ranking equally with all other unsecured and unsubordinated obligations of America Online, Time Warner, TWC
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and TBS, respectively. Each of our company, Time Warmer, TWC and TBS is a holding company and the securities
and the guarantees will be effectively subordinated to all existing and future liabilities, including indebtedness, of
the subsidiaries of our company, Time Warner, TWC and TBS, respectively. Furthermore, the ability of AOL Time
Warner, Time Wamer, TWC and TBS to service its indebtedness and other obligations is dependent primarily upon
the eamings and cash flow of their respective subsidiaries and the distribution or other payment to them of such
eamings ot cash flow. In addition, distributions and other transfers of funds by TWE to its partners are limited under
the TWE Agreement of Limited Partnership and the bank credit agreement to which it is a party. As of December
31, 2001, the consolidated subsidiaries of AOL Time Warner had an aggregate of approximately $50 billion of
outstanding liabilities, including $23 billion of indebtedness and $11 billion of deferred income taxes.
Approximately $21 billion of those outstanding liabilities, $7 billion of that indebtedness and none of the deferred
income tax were obligations of consolidated subsidiaries that have not guaranteed the securities. The securities
offered hereby will not contain a cross acceleration to any other indebtedness,

Optional Redemption

At any time and from time to time, the securities offered hereby will be redeemable, as a2 whole ar in part,
at our option, on at least 30 days, but not more than 60 days, prior notice mailed 1o the registered address of each
holder of the securities and published in Luxembourg as described in * — Notices”, at respective redemption prices
equal to the greater of

s {00% of the principal amount of the securities to be redeemed, and

¢  the sum of the present values of the Remaining Scheduled Payments, as defined below, discounted, on
a semiannual basis, assuming a 360-day year consisting of twelve 30-day months, at the Treasury Rate,
as defined below, plus:

— 20 basis points for the 5.625% Notes due 2005,

—~ 25 basis points for the 6.150% Notes due 2007,

— 30 basis points for the 6.8§75% Notes due 2012, or
— 33 basis points for the 7.700% Debentures due 2032,

plus, in each case, accrued interest to the date of redemption which has not been paid.
“Treasury Rate” means, with respect to any redemption date for the securities:

o the vield, under the heading which represents the average for the immediately preceding week,
appearing in the most recently published statistical release designated “H.15(519)” or any successor
publication which is published weekly by the Board of Governors of the Federal Reserve System and
which establishes yields on actively traded United States Treasury securities adjusted to constant
maturity vnder the caption “Treasury Constant Maturities,” for the maturity corresponding to the
Comparable Treasury Issue; provided that if no maturity is within three months before or after the
maturity date for the securities, yields for the two published maturities most closely corresponding to
the Comparable Treasury Issue will be determined and the Treasury Rate will be interpolated or
extrapolated from those yields on a straight line basis, rounding to the nearest month; or

+ if that release, or any successor release, is not published during the week preceding the calculation date
or does not contain such yields, the rate per annum equal to the semiannual equivalent yield to maturity
of the Comparable Treasury Issue, calculated using a price for the Comparable Treasury Issue
{expressed as a percentage of its principal amount) equal to the Comparable Treasury Price for that
redemption date,

The Treasury Rate will be calculated on the third business day preceding the redemption date.

“Comparable Treasury Issue” means the United States Treasury security selected by an Independent
Investment Banker as having a maturity comparable to the remaining term of the 5.625% Notes due 2005, the
6.150% Notes due 2007, the 6,875% Notes due 2012 or the 7.700% Debentures due 2032, as the case may be, to be
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redeemed that would be utilized, at the time of selection and in accordance with customary financial practice, in
pricing new issues of corporate debt securities of comparable maturity to the remaining term of such securities.

“Independent Investment Banker” means one of the Reference Treasury Dealers, to be appointed by us.
“Comparable Treasury Price” means, with respect to any redemption date for the securities;

¢ the average of four Reference Treasury Dealer Quotations for that redemption date, after excluding the
highest and lowest of such Reference Treasury Dealer Quotations; or

s  if the Trustee obtains fewer than four Reference Treasury Dealer Quotations, the average of all
quotations obtained by the Trustee.

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury Dealer and any
Redemption Date, the average, as determined by the Trustee, of the bid and asked prices for the Comparable
Treasury Issue, expressed in cach case as a percentage of its principal amount, quoted in writing to the Trustee by
such Reference Treasury Dealer at 3:30 p.m., New York City time, on the third business day preceding such
Redemption Date,

“Reference Treasury Dealer” means a primary U.S. Government securities dealer, which we refer to as
‘Primary Treasury Dealer,’ selected by us.

“Remaining Scheduled Payments” means, with respect to each security to be redeemed, the remaining
scheduled payments of the principal thereof and interest thereon that would be due after the related Redemption
Date but for such redemption; provided, however, that, if such Redemption Date is not an interest payment date with
respect to such security, the amount of the next succeeding scheduled interest payment thereon will be deemed to be
reduced by the amount of interest accrued thereon to such Redemption Date.

On and afier the Redemption Date, interest will cease to accrue on the securities or any portion thereof
called for redemption, unless we default in the payment of the Redemption Price, and accrued interest. On or before
the Redemption Date, we shall deposit with a paying agent, or the Trustee, money sufficient to pay the redemption
price of and accrued interest on the securities to be redeemed on such date. I less than all of the 5.625% Notes due
2003, the 6.150% Notes due 2007, the 6.875% Notes due 2012 or the 7.700% Debentures due 2032, as the case may
be, are to be redeemed, the securities to be redeemed shall be selected by the Trustee by such method as the Trustee
shall deem fair and appropriate.

Book-Entry System

The securities of each series will be issued in the form of one or more global securities registered in the
name of The Depository Trust Company (“DTC"} or Cede & Co., DTC’s nominee. Beneficial interests in the global
securities will be represented through book-entry accounts of financial institutions acting on behalf of beneficial
owners as direct and indirect participants in DTC (*DTC Participants™). Investors may elect to hold interests in the
global securities through either DTC in the United States or Clearstream Banking, societe anonyme (“Clearstream
Luxembourg™) or Euroclear Bank §.A./N.V,, as operator of the Euroclear System (“Euraclear”), in Europe if they
are participants of such systems, or indirectly through organizations which are participants in such systems.
Clearstream Luxembourg and Euroclear will hold interests on behalf of their participants through customers’
securities accounts in Clearstream Luxembourg’s and Euroclear’s names on the books of their respective
depositaries, which in turn will hold such interests in customers’ securities accounts in the depositaries’ names on
the books of DTC. Citibank N.A. will act as depositary for Clearstream Luxembourg and JPMorgan Chase Bank
will act as depositary for Euroclear (in such capacities, the “U.S. Depositaries”). Beneficial interests in the global
securities will be held in denominations of $1,000 and integral multiples thereof. Except as set forth below, the
global securities may be transferred, in whole and not in part, only to another nominee of DTC or to a successor of
DTC or its nominee.

DTC has advised us and the underwriters that DTC is a limited-purpose trust company organized under the
Banking Law of the State of New York, a member of the Federal Reserve System, a “clearing corporation” within
the meaning of the New York Uniform Commercial Code and a “clearing agency” registered under the Securities
Exchange Act of 1934. DTC was created to hold the securities of its participants and to facilitate the clearance and
settlement of securities transactions among its participants in such securities through electronic book-entry changes
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in accounts of the participants, thereby eliminating the need for physical movement of securities certificates. DTC’s
participants include securities brokers and dealers (which may include the underwriters), banks, trust companies,
clearing corporaetions and certain other organizations some of whom (or their representatives} own DTC. Access to
DTC’s book-entry system is also available to others, such as banks, brokers, deslers and trust companies that clear
through or maintain a custedial relationship with 2 participant, either directly or indirectly.

Clearstream Luxembourg advises that it is incorporated under the laws of Luxembourg as a professional
depositary. Clearstream Luxembourg holds securities for its participating organizations (“Clearstream Luxembourg
Participants™) and facilitates the clearance and settlement of securities fransactions between Clearstream
Luxembourg Participants through electronic book-entry changes in accounts of Clearstream Luxembourg
Participants, therehy eliminating the need for physical movement of certificates. Clearstream Luxembourg provides
o Clearstream Luxembourg Participants, among other things, services for safekee¢ping, administration, clearance
and settlement of internationally traded securities and securities lending and borrowing. Clearsiream Luxembourg
interfaces with domestic markets in several countries. As & professional depositary, Clearstream Luxembourg is
subject to regulation by the Luxembourg Monetary Institute. Clearstream Luxembourg Participants are recognized
financial institutions around the world, including underwriters, securities brokers and dealers, banks, trust
companies, clearing corporations and certain other organizations and may include the underwriters, Indirect access
to Clearstream Luxembourg is also available to others, such as banks, brokers, dealers and trust companies that clear
through or maintain a custodial refationship with a Clearsiream Luxembourg Participant, either directly or indirectly.

Distributions with respect to securities held beneficially through Clearstream Luxembourg will be credited
to cash accounts of Clearstream Luxembourg Participants in accordance with its rules and procedures, to the exient
received by the U.S. Depositary for Clearstream Luxembourg.

Euroclear advises that it was created in 1968 to hold securities for participants of Euroclear (“Euroolear
Participants™) and to clear and settle transactions between Euroclear Participants through simultaneous electronic
book-entry delivery against payment, thereby eliminating the need for physical movement of certificates and any
risk from lack of simultaneous trapsfers of securities and cash. Euroclear includes various other services, including
securities lending and borrowing and interfaces with domestic markets in several countries. Buroclear is operated by
Euroclear Bank S.A/N.V. (the “Euroclear Operator™), under contract with Euro-clear Clearance Systems S.C., a
Belgian cooperative corporation (the “Cooperative™). All operations are conducted by the Ewroclear Operator, and
all Euroclear securities clearance accounts and Euroclear cash accounts are accounts with the Euroclear Operator,
not the Cooperative. The Cooperative establishes policy for Euroclear on behalf of Euroclear Participants, Euroclear
Participants include banks (including central banks), securities brokers and dealers and other professional financial
intermediaries and may include the underwriters. Indirect access to Euroclear is also available to other firms that
clear through or maintain a custodial relationship with a Euroclear Participant, either directly or indirectly.

The Euroclear Operator was launched on December 31, 2000, and replaced Morgan Guaranty Trust
Company of New York as the operator of and banker to the Euroclear system. Euroclear Bank S.A /N.V. has capital
of approximately EUR 1 billion.

Securities clearance accounts and cash accounts with the Euroclear Operator are governed by the Terms
and Conditions Goveming Use of Euroclear and the related Operating Procedures of the Euroclear System, and
applicable Belgian law (collectively, the “Terms and Conditions™). The Terms and Conditions govern transfers of
securities and cash within Euroclear, withdrawals of securities and cash from Euroclear, and receipts of payments
with respect to securities in Euroclear. All securities in Euroclear are held on a fungible basis without attribution of
specific certificates 10 specific securities clearance accounts. The Euroclear Operator acts under the Terms and
Conditions only on behalf of Euroclear Participants, and has no records of or relationship with persons holding
through Eurcclear Participants.

Distributions with respect to each series of securities held beneficially through Euroclear will be credited to
the cash accounts of Euroclear Participants in accordance with the Terms and Conditions, to the extent received by
the U.8. Depositary for Euroclear. Securities in definitive form will not be issued, except in very limited
circumnstances. If DTC notifies us that it is unwilling or unable to continue as a clearing system in connection with
the global securities or ceases to be a clearing agency registered under the Securities Exchange Act, and a successor
clearing system is not appointed by us within 90 days after receiving such notice from DTC or upon becoming
aware that DTC is no longer so registered, we will issue or cause to be issued securities in definitive form on
registration of transfer of, or in exchange for, hook-entry interests in the securities represented by such global
securities upon delivery of such globat securities for cancellation. In the event that securities in definitive form are
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issued, holders of the securities will be able to receive payments, including principal and interest, on the securities
and effect transfer of the securities at the offices of our paying and transfer agent in Luxembourg, Kredieibank S.A.
Luxembourgeoise.

Global Clearance and Settlement Procedures

Initial settlement for the securities will be made in immediately available funds. Secondary market trading
between DTC Participants will occur in the ordinary way in accordance with DTC rules and will be settled in
immediately available funds using DTC’s Same-Day Funds Settlement System. Secondary market trading between
Clearstream Luxembourg Participants and/or Euroclear Participants will occur in the ordinary way in accordance
with the applicable rules and operating procedures of Clearstream Luxembourg and Euroclear, as applicable, and
will be settled using the procedures applicable to conventional eurobonds in immediately available funds.

Cross-market transfers between persons holding directly or indirectly through DTC on the one hand, and
directly or indirectly through Clearstream Luxembourg Participants or Euroclear Participants, on the other, will be
effected through DTC in accardance with DTC rules on behalf of the relevant European international clearing
system by its U.S. Depositary; however, such cross-market transactions will require delivery of instructions to the
relevant European international clearing system by the counterparty in such system in accordance with its rules and
procedures and within its established deadlines (European time). The relevant European international clearing
system will, if the transaction meets its settlement requirements, deliver instructions to its U.S. Depositary to take
action to effect final settlement on its behalf by delivering or receiving securities in DTC, and making or receiving
payment in accordance with normal procedures for same-day funds settlement applicable to DTC. Clearstream
Luxembourg Participants and Euroclear Participants may not deliver instructions directly to their respective U.S.
Depositaries.

Because of time-zone differences, credits of the securities received in Clearstream Luxembourg or
Euroclear as a result of a transaction with a DTC Participant will be made during subsequent securities settlement
processing and dated the business day following the DTC settlement date. Such credits or any transactions in such
securities settled during such processing will be reported to the relevant Euroclear Participant or Clearstream
Luxembourg Participant on such business day, Cash received in Clearstream Luxembourg or Euroclear as a result of
sales of the securities by or through a Clearstream Luxembourg Participant or a Euroclear Participant to a DTC
Participant will be received with value on the DTC settlement daie but will be available in the relevant Clearstream
Luxembourg or Euroclear cash account only as of the business day following settlement in DTC.

Although DTC, Clearstream Luxembourg and Euroclear have agreed to the foregoing procedures in order
to facilitate transfers of securities among participants of DTC, Clearstream Luxembourg and Euroclear, they are
under no obligation to perform or continue to perform such procedures and such procedures may be discontinued at
any time,

Notices

Notices to holders of the securities will be published in a leading newspaper having general circulation, so
long as such securities are listed on the Luxembourg Stock Exchange, in Luxembourg. It is expected that publication
will be made in Luxembourg in the Luxemburger Wort. Any such notice shall be deemed to have been given on the
date of such publication or, if published more than once, on the date of the first such publication.

Luxembourg Paying Agent and Transfer Agent

We have appointed Kredietbank S.A. Luxembourgeoise as our Luxembourg paying agent with respect to
the securities offered hereby. Throughout this prospectus supplement and the accompanying prospectus, the
Luxembourg paying agent, the principal paying agent and any other paying agent that we may appoint are
collectively referred to as the “paying agent.” Kredietbank S.A. Luxembourgeoise is also our Luxembourg transfer
agent.

S-15



UNITED STATES TAXATION
General

This section surnmarizes the material U.S. federal income tax consequences to “Non-U.S. Holders™ of the
securities offered hereby.

A “Non-U.S. Holder” is:
e an individual who is a nonresident alien;

*  acorporation — or entity iaxable as a corporation for U.S. federal income tax purposes —- created
under non-U.S. law; or

e an estate or trust that is not taxable in the U.S. on its worldwide income.

If you do not qualify as a “Non-U.S. Holder,” you will be subject to different tax rules, and we suggest that
you consult with your tax advisor before investing in the securities.

The discussion in this section is also limited in the following ways:
¢ The discussion only covers you if you buy your securities in the initial offering.

¢ The discussion only covers you if you hold your securities as a capital asset (that is, for investment
purposes), and if you do not have a special tax status.

s The discussion does not cover tax consequences that depend upon your particular tax situation in
addition to your ownership of the securities.

»  The discussion is based on current law. Changes in the law may change the tax treatment of the
securities,

«  The discussion does not cover state, local or non-U.S. law.

If you are considering buying the securities, we suggest that you consult your tax advisor about the
tax consequences of holding the securities in your particular situation,

Withholding Taxes

Generally, payments of principal and interest on the securities will not be subject to U.S. withholding taxes,
provided that you meet one of the following requirements.

»  You provide a completed Form W-8BEN (or substitute form) to the bank, broker or other intermediary
through which you hold your securities. The Form W-8BEN contains your name, address and a
staternent that you are the beneficial owner of the securities and that you are a Non-U.S. Holder.

¢ You hold your securities directly through a “qualified intermediary,” and the qualified intermediary
has sufficient information in its files indicating that you are a Non-1J.S. Holder. A qualified
intermediary is a bank, broker or other intermediary that (1) is etther a U.S. or non-U.S. entity, (2) is
acting out of a non-U.8. branch or office and (3) has signed an agreement with the IRS providing that
it will admrinister all or part of the U.5. tax withholding rules under specified procedures.

*  You are entitled to an exemption from withholding tax on interest under a tax treaty between the U.S,
and your country of residence. To claim this exemption, you must generally complete Form W-8BEN
and claim this exemption on the form. In some cases, you may instead be permitted to provide
documentary evidence of your claim to the intermediary, or a quatified intermediary may already have
some or all of the necessary evidence in ifs files.
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¢ The interest income on the securities is effectively connected with your conduct of a trade or business
in the U.S.,, and is not exempt from U_S. federal income tax under a tax treaty, To claim this
exemption, you must complete Form W-8ECI.

Even if you meet one of the above requirements, interest paid to you will be subject to withholding tax
under any of the following circumstances:

+  The withholding agent or an intermediary knows or has reason to know that you are not entitled to an
exemption from withholding tax. Specific rules apply for this test,

»  The IRS notifies the withholding agent that information that you or an intermediary provided
conceming your status is false.

e  Anintermediary through which you hold the securities fails to comply with the procedures necessary
to avoid withholding taxes on the securities. In particular, an intermediary is generally required to
forward a copy of your Form W-8BEN (or other documentary information concerning your status) to
the withholding agent for the securities. However, if you hold your securities through a qualified
intermediary — or if there is a qualified intermediary in the chain of title between yourself and the
withholding agent for the securities — the qualified intermediary will not generally forward this
information to the withholding agent.

= You own 10% or more of the voting stock of AOL Time Warner, are a ‘controlled foreign corporation
with respect to AOL Time Wamer, or are a bank making a loan in the ordinary course of its business.
In these cases, you will be exempt from withholding taxes only if you are eligible for a treaty
exemption or if the interest income is effectively connected with your conduct of a trade or business in
the U.S., a5 discussed above.

Interest payments made to you will geaerally be reported to the IRS and to you on Form 1042-S. However,
this reporting does not apply to you if one of the following conditions applies:

¢ You hold your securities directly through a qualified intermediary and the applicable procedures are
complied with.

¢ You file Form W-8ECI.

The rules regarding withholding are complex and vary depending on your individual situation. In addition,
special rules apply to certain types of Non-U.S. Holders of securities, including partnerships, trusts, and other
entities treated as pass-through entities for U.S. federal income tax purposes. We suggest that you consult with your
own tax advisor regarding the application of these specific rules.

Sale or Redemption of Securities

If you sell a security or it is redeemed, you will not be subject to U.S, federal income tax on any gain unless
one of the following applies:

e  The gain is connected with a trade or business that you conduct in the U.S.

*  You are an individual, you are present in the U.5. for at least 183 days during the year in which you
dispose of the securities, and certain other conditions are satisfied.

¢  The gain represents accrued interest, in which case the rules for interest would apply.
U.S. Trade or Business
If you hold your securities in connection with a trade or business that you are conducting in the U.S.:

e  Any interest on the securities, and any gain from disposing of the securities, generally will be subject
to income tax as if you were a U.S, holder.
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s  [fyou are a corporation, you may be subject 1o the “branch profits tax” on your eamings that are
connected with your U.S. trade or business, including eamings from the securities. The rate of this tax
1s 30%, but may be reduced or eliminated by an applicable income tax treaty.

Estate Taxes

If you are an individual, your securities will not be subject to 1).S. estate tax when you die, provided that
payments on the securities were not connected to a trade or business that you were conducting in the United States
and you did not own 10% or more of the voting stock of ACL Time Warner.

Information Reporting and Backup Withholding
U.8. rules concerning information reporting and backup withholding apply to Non-U.S, Holders as follows:

e  Principal and interest payments you receive will be automatically exempt from the usual nules if you
are a Non-U.S. Holder exempt from withholding tax on interest, as described above. The exemption
does not apply if the withholding agent or an intermediary knows or has reason to know that you
should be subject to the usual information reporting or backup withholding rules, In addition, as
described above, interest payments made to you may be reported to the IRS on Form 1042-8.

¢  Sale proceeds you receive on a sale of your securities through a broker may be subject to information
reporting and/or backup withholding if you are not eligible for an exemption. In particular, information
reporting and backup withholding may apply if you use the U.S. office of a broker, and information
reporting (but not backup withhalding) may apply if you use the foreign office of a broker that has
certain connections to the U.S, In general, you may file Form W-8BEN to claim an exemption from
information reporting and backup withholding. We suggest that you consult your own tax advisor
conceming information reporting and backup withholding on a sale.
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UNDERWRITING

Under the terms and subject to the conditions contained in an underwriting agreement dated as of April 3,
2002, the underwriters named below, for whom Banc of America Securities LLC, J.P. Morgan Securities Inc. and
Morgan Stanley & Co. Incorporated are acting as representatives, have severaily agreed to purchase, and we have
agreed to sell to them, severally, the respective principal amounts of securities set forth opposite their respective
names befow:

Principal Amount of

Underwriter 5.625% Notes due 2005
Banc of America Securities LLC ....cccioiveivinsiisrees e vonieaesasisssestersns 5 220,000,100
J.P. Morgan Securities INC....ouoeeierseasmssiosiomreresssss pessstsseteserenstsearesessssens 220,000,100
Morgan Stanley & Co. INCOMPOTALED. ......crnmiiirnmsicncrimisimcecrntesrsrreamsiossanss 220,000,100
Salomon Smith Bamey INC.......coveverevereeccncrnmnrnereeeasesnssstsresssenesens sravares 50,000,000
ABN AMRO INCOIPOTAEQ. ... eeeererceeer e sionrearsse s ans e sessnsssasenssnsiens 19,046,900
Barclays Capital INC ..o 19,046,900
Bear, S1earns & C0. INC....oiciivrirerivnrerssrerrareesnassrsasstassssnarsssasersssssesossess 19,046,900
BNP Paribas Sectrities Comp.. ..o veererinneervmermaenstsiesresessesessssmsesesasseesssess 19,046,500
Commerzbank Capital Markets Corp ... s 19,046,900
Credit Suisse First Boston Corporation ... 19,046,900
Dresdner Kleinwort Wasserstein-Grantchester, InC.....covceeivvevineericeinernns 19,046,900
Fleet Securities, INC. ..o crerrees et sasas st ara st ssesesma s sssrrasente 19,046,900
Lehman Brothers INC. ... ninimsessssssssmssasess v svssovassssvns sane 19,046,900
Merrill Lynch, Pierce, Fenner & Smith Incorporated...........ccierecnircsnneins 19,046,900
Mizuho INernational PIC.......coeevenveiniiecrcrerereeesecranensse e sressesscsnrers 15,046,900
Scotia Capital (USAY INC.....coerireee ittt are s seses g eirans 19,046,900
Tokyo-Mitsubishi International plc........cccocereiininniicniciiens 19,046,900
Caboto IntesaBei-SIM S.p.A. i 4,710,000
Daiwa Securitics SMBC Europe Limited........covmmennnimninninnie 4,710,000
Deutsche Bank Securities INC ... iessiress v e srasre 4,710,000
Goldman, Sachs & C0. .ot re s s e sasbeasese s 4,710,000
Guzman & COMPANY ...cvrecievie ettt esnsia s seen 4,710,600
HSBC Securities (USA) INC. ..o cennereensrensn s smassaessnensssrresnssonsens 4,710,000
ING BAINES COIP ..oooooeoe e cecsscoossssmsssssssssssssssssesss s massssssssscsssssreners 4,710,000
Utendahl Capital Partners, L.P ..........ccciomiciismnmimessessessmsessramsersaines 4,710,000
Wachovia SeCUrTties, INC.......cccc.cevecvemeeneinims i res e s vssseseneesnsenassssinusanse 4,710,000

TOLAL. 1evrceirere e recre st en e s s ret e s ares e e saverasre e rran s e e b easnntenniesrs B 1,000,000,000
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Principal Amount of

Underwriter 6,150% Notes due 2007
Banc of America Securities LLC ..o sens 3 220,000,100
J.P. Morgan Securifies INC....c..co..cocvvcsicmniccmnninniieesesnsenecepesrescsepone 220,000,100
Morgan Stanley & Co. Incorporated ..o 220,000,100
Salomon Smith Bamey InC......cco. i e insrassermsanses 50,000,000
ABN AMRO Incorporated. ...t sens e 19,046,900
Barclays Capital InC. oo b 19,046,900
Bear, Steams & Co. INC....ccceivrrirc i sevie s reesirssertrrassenssss ranen 19,046,900
BNP Paribas Securtties CotP. ... irveimmrierminessismsssssrssnsesssossssnsens 19,046,900
Commerzbank Capital Markets Corp......coveinvnimsimmmsnnsiansiennsssisinnis 19,046,900
Credit Suisse First Boston COTPOTAtioN ........ceverrerncirmnererirnsressrerseesscsssnanas 19,046,900
Dresdner Kleinwort Wasserstein-Grantchester, InC. ..oo.ocevcevrveecnccciennienne 19,046,900
Fleet SECUTHES, INC. coericrie i erecreee e e ess i sesas e sn s esss s s amass e s ssenasten 19,046,900
Lehman Brothers INC. c.ovccociveminivsrnsircreimessiesssssssssssssssnsses ossssnios 19,046,900
Merrill Lynch, Pierce, Fenner & Smith Incorporated..........ccovvevvrnivccionene 19,046,900
Mizuho Intemnational PIC. ..o i e s s arsass 19,046,900
Scotia Capithl (USA) INC. ... rev e reercicecncrmaemseeesenscnesnsirnesenerssessasraas 19,046,900
Tokyo-Mitsubishi International plc........cccvvvirim s 19,046,500
Caboto IntesaBci-SIM 5.p.A. .. 4,710,000
Daiwa Securities SMBC Europe letted ................................................... 4,710,000
Deutsche Bank Securities INC. ....ocovviverereviicrereicrisessvsrenseseresarensinsesenenss 4,710,000
Goldman, Sachs 8 CO. it s yasassastsasse s 4,710,000
GUZMAan & COMPANY .v.evvrimivmeatrrsimriersern et i et b asa e seas s i bbbt anse i 4,710,000
HSBC Securities (USAYINC. .o ienictgaciesas 4,710,000
ING Barings Corp. ...ciovcvivcrmimiiin s sessessssssetos s sns s sssssnseens 4,710,000
Utendahl Capital Partners, L.P. .......ccooommivemenenin s e 4,710,000
Wachovia Securities, INC......covrieiiii s, 4,710,000
TIOAL ..ot v e aereaassasesesssae eneass st s sass st st eas s srsbeonsaea s asanaan e s et aRaranoen b 1,000,000,000
Principal Amount of
Underwriter 6.875% Notes due 2012
Banc of America Securities LLC oo vveresss e cenmsneseaneona $ 440,000,000
J.P. Morgan Securities INC....c.ov i 440,000,000
Morgan Stanley & Co. Incorporated ... 440,000,000
Salomon Smith Bamey INC.......ccoccmeenenrcnmrenssneroserecanonrassssssesenns 100,000,600
ABN AMRO Incorporated. ........c.ovvvrmuireerecntvesinseoesresenesecsscsneesesessens 45,020,000
Bear, Steams & Co. INC. v 45,020,000
BNP Paribas Securities Comp.......oroinieerinnisen s srcsssenssesessnas 45,020,000
Commerzbank Capital Matkets COrp. .....ccovinrnmicncv i 45,020,000
Credit Suisse First Boston Corporation...........cvcvrirsmmsesremsrmsnriesrmn 45,020,000
Dresdrer Klemwort Wasserstein-Grantchester, Inc. ...ccoocvvevnenreivcviniannens 45,020,000
Fleet SECUTIIEs, INC. vvvuceereuirmvrirenterrenseniebeaesessmresase s ass st eaetenasanssscsssseaese 45,020,000
Lehman Brothers Hic. ..o iineeinciic e sinasssevesssssscrssesnsnsessscnssessssssnass 45,020,000
Merrilt Lynch, Pierce, Fenner & Smith Incorporated.........ccovcceiiniiennne 45,020,000
Scotia Capital (USAYINC......coviiintns e 45,020,000
Wesideutsche Landesbank Girozentrale........ococcvvieeivivvnvrnnninsinsnnninnns 45,020,000
Caboto IntesaBri-SIM S.P.A. .. ens v enes s sssresens 9,420,000
Daiwa Securities SMBC Europe Limited.........c.oocomimiierenenneneisecne. 9,420,000
Deutsche Bartk SECUTHES INC. .o sssses s esee s rensan 9,420,000
Goldman, Sachs & CO....cccvrivciei s cens s s ss s saterana 9,420,000
Guzman & COMPANY......coc.coimeieeimmimare o perss e recssasisasssasrsssasesegiessssess 9,420,000
HSBC Secutities (USA) INC. ...overcererrireinercetrcstieesiaessiarsssssesnsnssssassissses 9,420,000
ING Barings Corp. ..c..cccicrirenimirrinseisestsmansssmssies s sosssmsessesssssasssssssasresnas 9,420,000
Utendahl Capital Partners, L.P. ... sesneanae 9,420,000
Wachovia Securities, INC. ... s et sraesrsessiesnenns 9,420,000
TORL ottt e e s e na e b s e et et $ 2,000,000,000




Principal Amount of

7.700% Debentures due

Underwriter 2032
Banc of America Securities LLC ..o ceereccerevcvcvenrerenein e 3 440,000,134
J.P. Morgan Securities INC........cinnviccienccinmmin st goniene 440,000,133
Morgan Stanley & Co. Incorporated ..........cocereimrsieciosnenineren 440,000,133
Salomon Smith Barney INC........ccooveenn s 100,000,000
ABN AMRO INCOIPOTALED. ....c.ccoterercrmi s sessse s isrtmnasisesasscncsasssneen 55,024,400
Barclays Capital INC. ...oceiccioneimeniircensnenresrre st s ersssensases 55,024,400
Bear, Stearns & CO. INC. vt resessesersssasses s sassssnsesssesasons 55,024 400
BNP Paribas Securities COP. ...t rssesssssssssssssissens 55,024,400
Dresdner Kleinwort Wasserstein-Grantchester, INC. voocvevvroivcicnnnsienerernnas 55,024,400
Mizuho International PIC ......cvove i s earar s 55,024,400
Scotia Capital (USA) IAC........vveovvoseeesmsomssesmsssesssesessssssssssssssssssesssssessenensenn 55,024,400
Tokyo-Mitsubishi International ple...........cccocveemcre i nsrimnrinrnene s 55,024,400
Westdeutsche Landesbank Girozentrale..........cvviimvnieariiimnsiessscsosisseans 53,024,400
Caboto IntesaBei-SIM S.0LA. o et s 9,420,000
Daiwa Securities SMBC Europe Limited. ...........cccococinniieiriicrcrnianm s 9,420,000
Deutsche Bank Securities INC. ... vcvcvereecvmmicesnnsrsnesieneressssersssriessns seeees 9,420,000
Goldman, SAchS & C0. ..t sresve s restesevaressasrsvansevesrenn 9,420,000
GUZmAn & COMPANY ..vececrrrreriresssssstsstressesrens s sess st ssasbes b sssnss 9,420,000
HSBC Securities (USAYINC. ot ccnssams s seine 9,420,000
ING Barings COIP. ireersrosintismmimsiis s isssrssisecsanssessssssssssensny sarsgesscs 9,420,000
Utendah! Capital Partners, LP. oo, 9,420,000
Wachovia Securities, INC. ..o 9,420,000

TOL .o ees v vt e ar e e s esar s be s eve st s n s s e s am e s ena e et $ 2,000,000,000
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The underwriting agreement provides that the obligations of the underwritets to pay for and accept delivery
of the securities are subject to the approval of certain legal matters by their counsel and to certain other conditions.
The underwriters are obligated to take and pay for all of the securities offered by this prospectus supplement if any
are taken.

The underwriters initially propose to offer part of each series of securities directly to the public at the
public offering prices set forth on the cover page hereof and part to certain dealers at a price that represents a
concession not in excess of 0.150%, 0.200%, 0.300% and 0.500% of the principal amount of the 5.625% Notes due
2005, the 6.150% Notes due 2007, the 6.875% Notes due 2012 and the 7.700% Debentures due 2032, respectively.
Any underwriter may allow, and any such dealer may reallow, a concession not in excess of 0.100%, 0.125%,
0.125% and 0.250% of the principal amount of the 5.625% Notes due 2003, the 6.150% Notes due 2007, the 6.875%
Notes due 2012 and the 7,700% Debentures due 2032, respectively, to other underwriters or to certain other dealers.
After the initial offering of the securities, the offering price and other selling terms may from time to time be varied
by the representatives.

The securities are offered for sale in the United States, Europe and Asia,

Each of the underwriters has agreed that it wiil not offer, sell or deliver any of the securities, directly or
indirectly, or distribute this prospectus supplement or the accompanying prospectus or any other offering material
relating to the securities, in or from any jurisdiction outside the United States except under circumstances that will,
to the best knowledge and belief of such underwriter, result in compliance with the applicable laws and regulations
thereof and which will not impose any obligations on us except as set forth in the underwriting agreement.

Each underwriter has represented and agreed that (a) it has not offered or sold, and, prior to the expiration
of the period of six months from the closing date for the issue of the secunities, will not offer or sell any securities to
persons in the United Kingdom, except to those persons whose ordinary activities invelve them in acquiring,
holding, managing or disposing of investments (as principal or agent) for the purpose of their businesses or
otherwise in circumstances which have not resulted and will not result in an offer to the public in the United
Kingdom within the meaning of the Public Offers of Securities Regulations 1995, (b} it has only communicated or
caused to be communicated and will only communicate or cause to be communicated any invitation or inducement
to engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000
(the “FSMA™)) received by it in connection with the issue or sale of any securities in circumnstances which section
21{1) of the FSMA does not apply 1o us, America Online, Time Warner, TWC or TBS, and (c) it has complied with
and will comply with all applicable provisions of the FSMA with respect to anything done by it in relation to the
securities in, from or otherwise involving the United Kingdom.

Each Underwriter has acknowledged that offers and sales of the securities in Germany are subject to the
restrictions provided in the German Securities Prospectus Act (Wertpapier- Verkaufspros-pektgeserz} with respect to
Euro-securities (Euro-Wertpapiere); in particular, the securities may not be offered in Germany by way of public
promation, '

The securities may not be offered, sold, transferred or delivered in or from The Netherlands, as part of their
initial distribution or as part of any reoffering, and none of this prospectus supplement, the accompanying
prospectus or any other document in respect of the offering may be distributed or circulated in The Netherlands,
other than to individuals or legal entities which include, but are not limited o, banks, brokers, dealers, institutional
investors and articles with 2 treasury department, who or which trade or invest in securities as part of their business
or profession.

Each of the underwriters has agreed that it has not offered or sold, and it will not offer or sell, directly or
indirectly, any of the securities in or to residents of Japan or to any persons for reoffering or resale, directly or
indirectly, in Japan or to any resident of Japan except pursuant to an exemption from the registration requiremnents of
the Securities and Exchange Law available thereunder and in compliance with the other relevant laws of Japan.

Purchasers of the securities may be required to pay stamp taxes and other charges in accordance with the

taws and practices of the country of purchase in addition to the relevant issue price set forth on the cover page
hereof.
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We do not intend to apply for listing of the securities on a U.S. securities exchange, but we have been
advised by the underwriters that they presently intend to make a market in the securities as permitied by applicable
laws and regulations. The underwriters are not obligated, however, to make a market in the securities and any such
market making may be discontinued at any time at the sole discretion of the underwriters. Accordingly, no assurance
can be given as to the liquidity of, or trading market for, the securities.

We have applied to have the securities listed on the Luxembourg Stock Exchange in accordance with its
rules. However, we cannot guarantee that listing will be obtained on the Luxembourg Stock Exchange.

In order to facilitate the offering of the securities, the underwriters may engage in transactions that
stabilize, maintain or otherwise affect the price of the securities. Specifically, the underwriters may over-allot in
connection with the offering, creating a short position in the securities for their own account, In addition, to cover
over-allotments or to stabilize the price of the securities, the underwriters may bid for, and purchase, securities in the
open market. Finally, the underwriting syndicate may reclaim selling concessions allowed to an underwriterora
dealer for distributing the securities in the offering, if the syndicate repurchases previously distributed securities in
transactions to cover syndicaie short positions, in stabifization transactions or otherwise. Any of these activities may
stabilize or maintain the market price for the securities above independent market levels. The underwriters are not
required to engage in these activities and may end any of these activities at any time.

Deutsche Bank Securities Inc. will assume the risk of any unsold allotment that would otherwise be
purchased by Utendahl Capital Partners, L.P.

Banc of America Securities LLC, J.P. Morgan Securities Inc. and Morgan Stanley & Co. Incorporated will
make securities available for distribution on the Internet through a proprictary Web site and/or a third-party system
operated by Market Axess Inc., an Internet-based communications technology provider. Market Axess Inc. is
providing the system as a conduit for communications between Banc of America Securities LLC, J.P. Morgan
Securities Inc. and Morgan Stanley & Co. Incorporated and their respective customers and is not a party to any
transactions. Market Axess Inc. will not function as ant underwriter or agent, nor will Market Axess Inc. act as a
broker for any ¢ustomer of Banc of America Securities LLC, J.P. Morgan Securities Inc. or Morgan Stanley & Co.
Incorporated. Market Axess Inc., a registered broker-dealer, will receive compensation from Banc of America
Securities LLC, J.P. Morgan Securities Inc. and Morgan Stanley & Co. Incorporated based on transactions such
underwriters conduct through the system. Banc of America Securities LLC, J.P. Morgan Securities Inc. and Morgan
Stanley & Co. Incorporated will make securities available to their respective customers through the Intemnet
distributions, whether made through a proprietary or third party system, on the same terms as distributions made
through other channels.

In the ordinary course of their respective businesses, the underwriters and the Trustee and certain of their
respective affiliates have in the past and may in the future provide investment and commnercial banking services to or
engage in transactions of a financial nature with us and our subsidiaries, including the provision of certain advisory
services and the making of loans to us and our subsidiaries, for which they have received or will receive customary
compensation. Affiliates of certain of the underwriters and the Trustee are lenders under our bank credit agreements.
These affiliates will receive net proceeds from this offering to the extent the net proceeds from this offering are used
to repay any amounts ouistanding under our bank credit agreements. Because more than 10% of the net proceeds of
this offering may be paid to members or affiliates of members of the National Association of Securities Dealers, Inc.
participating in this offering, the offering will be conducted in accordance with NASD Cenduct Rule 27 10{c)(8).
Pursuant to that rule, the appointment of a qualified independent underwriter is not necessary in connection with this
offering, as the offering of each series of the securities is rated Baa or better by Moody’s Investors Service or BBB
or better by Standard & Poor’s Rating Services and Fitch, Inc,

We have agreed to indemnify the several underwriters against certain Habilities, including liabilities under
the Securities Act of 1933.
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LEGAL MATTERS

Certain legal matters in connection with the offered securities will be passed upon for us, America Online,
Time Warner, TWC and TBS by Cravath, Swaine & Moore, Worldwide Plaza, 825 Eighth Avenue, New York, New
York 10019 and for the underwriters by Shearman & Sterling, 599 Lexington Avenue, New York, New York 10022.

EXPERTS

Emst & Young LLP, independent auditors, have audited the consolidated financial statements, schedule
and supplementary information of AOL Time Warner and the consolidated financial statements and schedule of
Time Warner Entertainment Company, L.P. for the three years ended December 31, 2001, included in AOL Time
Warner’s Annual Report on Form 10-K for the fiscal year ended December 31, 2001, as amended, as set forth in
their report, which is incorporated by reference in this prospectus supplement and elsewhere in the registration
statement. These consolidated financial statements, schedule and supplementary information are incorporated by
reference in reliance on Ernst & Young LLP’s report, given on their authority as experts in accounting and auditing,

Emst & Young LLP, independent auditors, have audited the consolidated financial statements and schedule
of Time Warner Telecom Inc. for the three years ended December 31, 2001, included in the Annual Report on Form
10-K of Time Warner Telecom for the fiscal year ended December 31, 2001, which is incorporated by reference in
AOQOL Time Wamer’s Annual Report on Form 10-K for the fiscal year ended December 31, 2001, as amended, as set
forth in their report, which is incorporated by reference in this prospectus supplement and elsewhere in the
registration statement. These consolidated financial statements and schedule are incorporated by reference in
reliance on Emst & Young LLP's report, given on their authority as experts in accounting and auditing.

GENERAL INFORMATION

Application has been made to list each series of the securities on the Luxembourg Stock Exchange. In
connection with the listing application, the restated certificate of incorporation and by-laws of AOL Time Warner
and a legal notice relating to the issuance of the securities will be deposited prior to listing with Greffier en Chef du
Tribunal d’ Arrondissement de et a Luxembourg, where copies may be obtained upon request. So long as the
securities are listed on the Luxembourg Stock Exchange and the rules of the Luxembourg Stock Exchange so
require, copies of the above documents, together with copies of the restated certificate of incorporation, as amended,
of each of America Online, Time Warner, TWC and TBS, this prospectus supplement, the accompanying
prospectus, the indenture, our Current Repotts on Form 8-K, our Quarterly Reports on Form 10-Q} and our Annual
Reports on Form 10-K, ag well as all our future Quarterly Reports and Annual Reports, will be made available for
inspection, and may be obtained ftee of charge, at the office of our Luxembourg agent. We have appointed
Kredietbank S.A. Luxembourgeoise, 43, Boulevard Royal, 1-2955 Luxembourg, as our Luxembourg paying and
transfer agent. We reserve the right to vary that appointment, So long as the securities are listed on the Luxembourg
Stock Exchange, any appointment of or change in our Luxembourg agent will be published in Luxembourg in the
manper set forth under “Description of the Notes and the Debentures — Notices” in this prospectus supplement. So
long as the securities are lisied on the Luxembourg Stock Exchange and are in global form, we will maintain an
agent that will act as an intermediary between AOL Time Warner and the holders of the securities.

Emst & Young LLP, independent auditors, are the auditors of AQL Time Wamer.

Resolutions relating to the issue and sale of the securities were adopted by AOL Time Wamer on
Tanuary 18, 2001, April 10, 2001, January 14, 2002 and April 3, 2002 and by each of America Online and TBS on
February 20, 2001 and each of Time Wamer and TWC on February 16, 2001.

Other than as disclosed or contemplated in this prospectus supplement or the accompanying prospectus ot
the documents incorporated by reference in these documents, there has been no material adverse change in our
consolidated financial position since December 31, 2001 to the date of this prospectus supplement.

Other than as disclosed or contemplated in this prospectus supplement or the accompanying prospectus or
the documents incorporated by reference in these documents, as of the date of this prospectus supplement, neither
AQL Time Warner nor any of its consolidated subsidiaries is involved in litigation, arbitration, or administrative
proceedings relating to claims or amounts that are material in the context of the issue of the securities and we are not
aware of any such litigation, arbitration, or administrative proceedings pending or threatened.
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The securities have been assigned the following identification numbers:

5.625% Notes 6.150% Notes 6.875% Notes 7.700% Debentures
due 2005 due 2007 due 2012 due 2632
Common Code; 014616209 014616284 014616411 014616438
ISIN:....ocrecrarencnasans USQ0184AADT2 USOOIB4AAESS US00184AAF2t USO0184AAGO4
CUSIP: ....cooevevvrines 00184AAD7 00184AAES 00184AAF2 00184AAGO
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PROSPECTUS

$10,000,000,000

AOL TIME WARNER INC.
Debt Securities

Unconditionally Guaranteed by
America Online, Inc
and
Time Warner Inc.

Preferred Stock
Series Common Stock
Common Stock
Warrants

This prospectus contains a general description of the securities which we may offer for sale. The specific
terms of the securities will be contained in one or more supplements o this prospecius. Read this prospectus and any
supplement carefully before you invest.

The debt securities will be fully, irrevocably and unconditionally guaranteed on an unsecured basis by each
of America Online, loc. and Time Wamer Inc. Time Warner Companies, Inc. and Tumer Broadcasting System, Inc.
will fully, irrevocably and unconditionally guarantes on an unsecured basis Time Wamer Inc.’s guarantee of the
debt securities. See “Description of the Debt Securities and the Guarantees”.

The common stock of AOL Time Warner Inc. is listed on the New York Stock Exchange under the trading
symbol “A0L”,

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON
THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS, ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

The date of this prospectus is February 26, 2001.
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ABOUT THIS PROSPECTUS

To understand the terms of the securities offered by this prospectus, you should carefully read this
prospectus and any prospectus supplement. You should also read the documents referred to under the heading
“Where You Can Find More Information™ for information on AOL Time Warner Inc. and its financial statements.
AOL Time Warner Inc. has its principal offices at 75 Rockefeller Plaza, New York, NY 10019 (telephone: 212-484-
8000). Certain capitalized terms used in this summary are defined elsewhere in this prospectus.

AOL Time Warner Inc., a Delaware corporation, which is also referred to as “our company”, “AOL Time
Warner”, “AOL TW”, “us” or “we”, filed a registration statement with the Securities and Exchange Commission
under a “shelf” registration procedure. Under this procedure, AOL Time Warner may offer and sell from time to
time, any of the following securities, in one or more series, in amounts that will provide up to $10,000,000,000, or
the equivalent in one or more foreign currencies, including composite currencies, in initial aggregate public offering
prices:

debt securities,
preferred stock,
series common stock,
common stock and
warrants.

The securities may be sold for U.S. doilars, foreign-denominated currency or currency units. Amounis
payable with respect to any securities may be payable in U.S. dollars or foreign-denominated currency or cumrency
units as specified in the prospectus supplement.

This prospectus provides you with a general description of the securities we may offer. Each time we offer
securities, we will provide you with a prospectus supplement that will describe the specific amounts, prices and
terms of the securities being offered. The prospectus supplement may also add, update or change information
contained in this prospectus.

The prospectus supplement may also contain information about any material United States federal income
tax considerations relating to the securities covered by the prospectus supplement.



We may sell securities to underwriters wha will sell the securities to the public on terms fixed at the time of
sale. In addition, the securities may be sold by us directly or through dealers or agents designated from time to time,
which agents may be affiliates of ours. If we, directly or through agents, solicit offers to purchase the securities, we
reserve the sole right to accept and, together with our agenis, to reject, in whole or in part, any offer.

The prospectus supplement will also contain, with respect to the securities being sold, the names of any
underwriters, dealers or agents, together with the terms of offering, the compensation of any underwriters and the
net proceeds to us.

Any underwriters, dealets or agents participating in the offering may be deemed “underwriters” within the
meaning of the Securities Act of 1933.

WHERE YOU CAN FIND MORE INFORMATION

This prospectus incorporates documents by reference which are not presented in or delivered with this
prospectus.

All documents filed by AOL Time Wamer, America Online, Inc., or “America Online”, or Time Warner
Inc., or “Time Warner”, pursuant to Section 13(a), 13(c), 14 or 15{d) of the Securities Exchange Act of 1934 after
the date of this prospectns and prior to the termination of the offering of the securities, are incorporated by reference
into and are deemed to be a part of this prospectus from the date of filing of those documents.

You should rely only on the information contained in this document or that which we have referred you to.
We have not authorized anyone to provide you with any additional information.

The following documents, which have been filed by AOL Time Wamner with the Securities and Exchange
Commission (SEC file number 001-15062) are incorporated by reference into this prospectus:

AQL Time Wamer’s Joint Proxy Statement-Prospectus included in its registration statement on
Form 8-4 (declared effective on May 19, 2000).

AOL Time Warner's Current Report on Form 8-K dated January 11, 2001 (filing date January 12,
2001),

AOQL Time Wammer’s Current Report on Form 8-K/A dated January 11, 2001 (filing date January
26, 2001).

AOL Time Warner’s Current Report on Form 8-K dated January 18, 2001 (filing date January 26,
2001).

AOL Time Warner’s Current Report on Form 8-K/A dated January 11, 2001 (filing date February
9, 2001).

The following documents, which have been filed by America Online with the Securities and Exchange
Commission (SEC file number 001-12143}, are incorporated by reference into this prospectus:

America Online’s Annual Report on Form 10-X for the fiscal year ended June 30, 2000 (filing
date September 22, 2000), as amended by Form 10-K/A (filing date October 30, 2000).

America Online’s Quarterly Report on Form 10-Q, fot the quarterly period ended September 30,
2000 (filing date November 9, 2000), as adjusted by AOL Time Warner’s Current Réeport on Form 8-K
dated January 18, 2001 (filing date January 26, 2001).

The following documents, which were filed by Time Warner with the Securities and Exchange
Commission (SEC file number 001-12259), are incorporated by reference into this prospectus:

Time Warner’s Annual report on Form 10-K for the year ended December 31, 1999 (filing date
March 30, 2000), as amended by Amendment No. | on Form 10-K/A (filing date June 27, 2000).



Time Wamer’s Quarterly Reports on Form 10-Q, for the quarterly periods ended:

March 31, 2000 (filed May 15, 2000) September 30, 2000 (filed November 13, 2000)
June 30, 2000 (filed August 14, 2000)

Time Warner’s Current Reports on Form 8-K dated:

January 10, 2000 (fited January 14, 2000) March 31, 2000(filedMarch31, 2000)
January 23, 2000 (filed January 28, 2000) Aprill 2, 2000(fitedApril19, 2000)
February 2, 2000 (filed February 10, 2000) Aprill 9, 2000(filedApril25, 2000)
January 10, 2000 (filed February 11, 2000) May 22, 2000(filedMay22, 2000)
March 13, 2000 (filed March 13, 2000) October 5, 2000(filedOctobers, 2000)

Any statement contained in a document incosporated or deemed to be incorporated by reference into this
prospectus will be deemed to be modified or superseded for purposes of this prospectus to the extent that a statement
contained in this prospectus ot any other subsequently filed document that is deemed to be incorporated by reference
into this prospectus modifies or supersedes the statement. Any statement so modified or superseded will not be
deemed, except as so modified or superseded, to constitute a part of this prospectus.

The documents incorporated by reference into this prospectus are available from us upon request. We will
provide a copy of any and all of the information that is incorporated by reference in this prospectus (o any person,
without charge, upon written or oral request. If exhibits to the documents incorporated by reference in this
prospectus are not themselves specifically incorporated by reference in this prospectus, then the exhibits will not be
provided,

Requests for documents relating to ACL Time Warner or any of the guarantors should be directed to:

AQL Time Wamer Inc., 75 Rockefeller Plaza, New York, New York 10019, Attention:
Shareholder Relations, telephone: (212) 484-6971, e-mail: aoltimewarnerir@aol.com.

AOL Time Warner files and America Onling and Time Warner have fited reports, proxy statements and
other information with the SEC. Copies of these reports, proxy staiements and other information may be inspected
and copied at the public reference facilities maintained by the SEC at:

Judiciary Plaza Citicorp Center Seven World Trade Center
Room 1024 500 West Madison Street 13* Floor

450 Fifth Street, N.W. Suite 1400 New York, New York 10048
Washington, D.C. 20549 Chicago, Illinois 60661

Copies of these materials can also be obtained by mail at prescribed rates from the Public Reference Room
of the SEC, 450 Fifth Street, N.W,, Washington, D.C. 20549 or by calling the SEC at 1-800-SEC-0330. The SEC
maintains a website that contains reports, proxy statements and other information regarding each of us. The address
of the SEC websiie is hitp://www.sec.gov.

Reports, proxy statements and other information conceming AOL Time Warner, America Online and Time
Wamer may be inspected at:

The New York Stock Exchange
20 Broad Street
New York, New York 10005

This prospectus does not constitute an offer fo sell, or a solicitation of an offer to purchase, the
securities offered by this prospectus. Neither the delivery of this prospectus nor any distribution of securities
pursuant to this prospectus shall, under any circumstances, create any implication that there has been no
change in the information set forth or incorporated into this prospectus by reference or in our affairs since
the date of this prospectus.



STATEMENTS REGARDING FORWARD-LOOKING INFORMATION

The Securities and Exchange Commission encourages companies to disclose forward-looking information
so that investors can better understand a company’s future prospects and make informed investment decisions. This
prospectus contains such “forward-looking statements™ within the meaning of the Private Securities Litigation
Reform Act of 1995. These statements may be made directly in this prospectus referring to us and they may also be
made a part of this prospectus by reference to other documents filed with the Securities and Exchange Commission
by us, America Online or Time Wamer, which is known as “incorporation by reference.”

Words such as “anticipate”, “estimate”, “expects”, “projects”, “intends”, “plans”, “believes” and words and
terms of similar substance used in connection with any discussion of future operating or financial performance
identify forward-looking statements, All forward-looking statements are management’s present expectations of
future events and are subject to a number of factors and uncertainties that could cause actual results to differ
materially from those described in the forward-looking statements. Actual results may vary materially from those
described in the forward-looking statements due to a variety of factors. Investors are cautioned not to place undue
reliance on the forward-looking statements, which speak only as of the date of this prospectus or the date of the
document incorporated by reference in this prospectus. None of us, America Online, Time Warner, Time Warner
Companies, Inc. and Turner Broadcasting System, Inc. is under any obligation, and each expressly disclaims any
obligation, to update or alter any forward-looking statements, whether as a result of new information, future events
or otherwise.

AOL Time Warner operates in highly competitive, consumer driven and rapidly changing Intemmet, media
and entertainment businesses that are dependent on government regulation and economic, political and social
conditions in the countries in which they operate, consumer demand for their products and setvices, technological
developments and (particularly in view of technological changes) protection of their intellectual property rights.
AOL Time Warner’s actual results could differ materially from management’s expectations because of changes in
such factors and factors affecting the integration of the businesses of America Cnline and Time Warner.

For additional information about factors that could cause actual results to differ materially from those
described in the forward-looking statements, please see the documents that we, America Online and Time Warner
have filed with the SEC, including quarterly reports on Form 10-Q and annual reports on Form 10-K and our
Registration Statement on Form S-4.

All subsequent forward-looking statements attributable to us, America Online, Time Warner, Time Wamer
Companies, Inc. or Turner Broadcasting System, Inc. or any person acting on our or their behalf are expressly
qualified in their entirety by the cautionary statements contained or referred to in this section.



THE COMPANY
AOL Time Warner

We are the world’s preeminent Internet-powered media and communications company, whose
industry-leading businesses include interactive services, cable systems, publishing, music, television netwotks and
filmed entertainment.

AOL Time Warner classifies its business interests into the following fundamentaj areas:

e interactive services, consisting principally of the development and operation of branded interactive
services such as AOL, CompuServe and Netscape, branded properties that operate across muliiple
services and platforms such as Digital City, Moviefone and MapQuest and interactive messaging
services such as AIM and 1CQ;

« cable systems, consisting principally of interests in cable television systems, including Time Warner
Cable;

¢ publishing, consisting principally of interests in magazine publisting, book publishing and direct
marketing, including Time, People, Sports llustrated, Warner Books and Time Life Inc;

¢ music, consisting principally of interests in recorded music and music publishing, including Warner
Music Group and its labels Atlantic, Elektra, London-Sire, Rhino, Wamer Bros. Records and Warner
Music Intemnational;

+ television networks, consisting principally of interests in cable television programming and television
broadeasting, including WTBS Superstation, TNT, Cartoon Network, CNN News Group, Home Box
Office and the WB Television Network; and

» filmed entertainment, consisting principally of interests in filmed entertainment and television
production, including Warmer Bros. and New Line Cinema.

As a result of the January 200! merger between America Online and Time Wamner, we are a holding
company with two wholly owned subsidiaries, America Online and Time Wamer. The business of our company is
the combined businesses previously conducted by America Online and Time Warner. We combined America
Online’s extensive Internet properties, technology and infrastructure with Time Warmer’s broad array of media,
entertainment and news brands and its technologically advanced broadband delivery systems to create a new
company capable of enhancing consumers’ access to the broadest selection of high quality content and interactive
services.

America Online and Time Warner

America Online and Time Warner are wholly owned subsidiaries of AOL Time Warner as a result of their
mergers in Jaouary 2001 with separate subsidiaries of AOL Time Wamer. America Online is primarily an operating
company, although it conducts a portion of its business through subsidiaries. The primary activities of America
Online include the operation of the interactive online services businesses of AOL Time Wamer. Time Warner is a
holding company that derives its operating income and cash flow from its investments in its subsidiaries.

TWC and TBS

Time Wamner Companies, Inc., or “TWC”, and Tumner Broadcasting System, Inc., or “TBS”, are wholly
owned subsidiaries of Time Warner as a result of the merger in 1996 of TWC and TBS with separate subsidiaries of
Time Warner. Each of TWC and TBS is a holding company that derives its operating income and cash flow
primarily from its subsidiaries and investments. The assets of each of TWC and TBS consist primarily of
investments in its consolidated and unconsolidated subsidiaries. The primary activities of TBS’s subsidiaries include
the operation of cable networks and the primary activities of TWC’s wholly owned subsidiaries inchude the
operation of publishing, music and a portion of Time Warner’s cable systems. TWC also owns a 74.49% equity



interest in Time Wamer Entertainment Company, L.P., or “TWE", a limited parinership that owns a majority of
Time Wamer's interests in filmed entertainment and cable television systems and a portion of its interests in
television networks.

Reciprocal Guarantees

Time Warner, TWC and TBS Reciprocal Guarantees. In connection with the 1996 merger of TWC and
TBS, and in order to simplify the credit structure of Time Warner, TWC and TBS such that the financial risks
associated with investing in the indebtedness of any one of the three companies were substantially equivalent to
those associated with investing in the indebtedness of any of the other companies, Time Warner, TWC and TBS
entered into a series of reciprocal guarantees, which are described below.

2001 Reciprocal Guarantees. In connection with the January 2001 merger of America Online and Time
Warner, and in order to simplify the credit structure of AOL Time Warner, America Online, Time Warner, TWC
and TBS such that the financial risks associated with investing in the indebtedness of any one of the five companies
are substantially equivalent to those associated with investing in the indebtedness of any of the other companies,
AOL Time Wamer, America Online, Time Warmer, TWC and TBS in January 2001, entered into a series of
reciprocal guarantees, which are described below.

Reciprocal Guarantees of the Indebtedness of Time Warner, TWC and TBS

Time Warner Downstream Guarantee. Beginning in 1996, Time Wamer, as primary obligor and not merely
as surety, fully, irrevocably and unconditionally guaranteed:

¢ the full and punctual payment of principal of and interest on the public debt of each of TWC and TBS
when due, whether at maturity, by acceleration, by redemption or otherwise, and all other monetary
obligations of TWC and TBS under such public debt of TWC and TBS and the indentures relating to
such public debt (including the obligations to the respective trustees) and

+ the full and punctual performance within applicable grace periods of all other obligations of TWC and
TBS under such public debt and the respective indentures.

This guarantee by Time Warner is called the “Time Warner Downstream Guarantee™.

TWC-TBS Cross and Upstream Guarantees. Beginning in 1997 and 1998, each of TWC and TBS, as
primary obligor and not merely as surety, fully, itrevocably and unconditionally guaranteed:

+ the full and punctual payment of principal of and interest on the public debt of Time Warner and each
other when due, whether at maturity, by acceleration, by redemption or otherwise, and all other
monetary obligations of Time Warner and each other under such public debt and the indentures
relating to such public debt (including the obligations to the respective trustees) and

¢ the full and punctual performance within applicable grace periods of all other obligations of Time
Warner and each other under such public debt and the respective indentures.

The guarantees by each of TWC and TBS of the other’s public debt are called the “TWC-TBS Cross
Guarantees”, and the guarantee by each of TWC and TBS of Time Warmner's public debt is called the “TWC-TBS
Upstream Guarantee™.

Time Warner Additional Guarantee. Beginning in 1998, Time Warner also fully, irrevocably and
unconditionally guaranteed each of TWC’s and TBS's obligations under the TWC-TBS Cross Guarantees, such
guarantee being referred to as the “Time Warner Additional Guarantee®,

Guarantee Limitation. The maximum aggregate amount of the upstream guarantee and the cross guarantee
by TWC and the maximum aggregate amount of the upstream guarantee and the cross guarantee by TBS shall not
exceed the maximum amount that can be guaranteed by TWC or TBS, respectively, without rendering such



guarantee voidable under applicable law relating to fraudulent conveyance or fraudulent transfer or similar laws
affecting the rights of creditors generally.

January 2001 Reciprocal Guarantees of the indebtedness of America Online, Time Warner, TWC and TBS

AOL TW Group Debt Securities. Prior to the merger of America Online and Time Warner, America Online
had outstanding one series of publicly held convertible subordinated notes, or the “AQOL Convertible Notes”, which
were convertible at the option of the holder into shares of America Online common stock. Prior to the merger, Time
Warner had outstanding two series of publicly held debt securities, or the “Time Warmer Debt Securities”. In
addition, two wholly owned subsidiaries of Time Warmner, TWC and TBS, each had a number of outstanding series
of publicly held debt securities, or the “TW Subsidiary Debt Securities”, and, together with the AOL Convertible
Notes, the Time Wamer Debt Securities and, when issued, the AOL Time Wamer Debt Securities (as described
below) including debt securities covered by this prospectus, are collectively referred to herein as the “AOL TW
Group Debt Securities™.

AOL TW Downstream Guarantee. To the extent they were outstanding immediately prior to the merger
between America Online and Time Warmner, the AOL Convertible Notes and the Time Warner Debt Securities
remain outstanding after the merger as securities of America Online and Time Warner, respectivety, The TW
Subsidiary Debt Securities also remain outstanding after the merger as securities of TWC and TBS. In connection
with the merger, AOL Time Wamer has executed supplemental indentures to the indentures covering each series of
AOL TW Group Debt Securities, pursuant to which AOL Time Warner has agreed to fully, irrevocably and
unconditionally guarantee, such guarantee being referred to herein as the “AOL TW Downstream Guarantee”, (a)
the obligations of America Online with respect to the AOL Convertible Notes and (b) the obligations of Time
Warner with respect to (i) the Time Warner Debt Securities, (ii) the Time Warner Downstream Guarantee and (iii)
the Time Warner Additional Guarantee.

America Online Cross Guarantee, America Online has entered into supplemental indentures that fully,
irrevocably and unconditionally guarantee, such guarantee being referred to herein as the “America Online Cross
Guarantee”, the obligations of Time Warner with respect to (a) the Time Warner Debt Securities, (b) the Time
Warner Downstream Guarantee and (c) the Time Warner Additional Guarantee.

Time Warner Cross Guarantee. Time Wamer has entered into supplemental indentures that fully,
irrevocably and unconditionally guarantee, such guarantee being referred to herein as the “Time Warner Cross
Guarantee”, the obligations of America Online with respect to the AOL Convertible Notes,

Supplemental TWC-TBS Upstream Guarantee. TWC and TBS have each entered into supplemental
indentures that fully, irrevocably and unconditionally guarantee, such guarantee being referred to herein as the
“Supplemental TWC-TBS Upstream Guarantec”, the obligations of Time Warner with respect to the Time Warner
Cross Guarantee.

AOL TW Additional Guarantee. AOL Time Warner has additionally guaranteed each of the America
Online and Time Warner Cross Guarantees, such guarantee being referred to herein as the “AOL TW Additional
Guarantee”, upon substantially the same terms and conditions as the AOL TW Downstream Guarantee.

AOL-TW Upstream Guarantee. As described below and under the “Description of the Debt Securities and
the Guarantees”, America Online and Time Wamer will fully, irrevocably and unconditionally guarantee all debt of
AOL Time Warner covered by this prospectus, and TWC and TBS will fully, irrevocably and unconditionally
guarantee Time Wamner’s guarantee of such public debt, such guarantees being referred to herein as the “AOL-TW
Upstream Guarantee”™.

Guarantee Limitation. The maximum aggregate amount of the downstream and additional guarantee by
AOL TW, the maximum aggregate amount of the upstream guarantee and cross guarantee by America Online, the
maximum amount of the upstream guarantee and cross guarantee by Time Warner, the maximum aggregate anount
of the upstream guarantee and the supplemental upstream guarantee by TWC and the maximum aggregate amount
of the upstreamn guarantee and the supplemental upstream guarantee by TBS shall not exceed the maximum amount
that can be guaranteed by AOL TW, America Online, Time Warner, TWC or TBS, respectively, without rendering



such guarantee voidable under applicable law relating to fraudulent conveyance or fraudulent transfer or simifar
laws affecting the rights of creditors generally.



HOLDING COMPANY AND GUARANTEE STRUCTURE
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AOL TW Additional Guarantee: AOL Time Warner’s guarantee of each of America Online’s and Time Warner’s
obligations under the America Online and Time Warner Cross Guarantees.

AOL TW Downstream Guarantee: AQL Time Wamer's guarantee of America Online’s obligations under the
AOL Convertible Notes and of Time Warner’s obligations under the Titne Wamer Debt Sccurities, the
TWC-TBS Downstream Guarantee and the TWC-TBS Additional Guarantee,

AOL-TW Upstream Guarantee: America Online’s and Time Warner’s guarantee of AOL TW’s obligations under
its debt securities and TWC's and TBS’s guarantee of Time Warner's guarantee of the debt securities,

America Online Cross Guarantee: America Online’s guarantee of Time Warner’s obligations under the Time
Wamer Debt Securities, the TWC-TBS Downstream Guarantee and the TWC-TBS Additional Guarantee.

Time Warner Additional Guarantee: Time Warner’s guarantee of TW(C’s and TBS's obligations under the
TWC-TBS Cross Guarantee.

Time Warner Downstream Guarantee: Time Wamer’s guarantee of TWC’s and TBS’s obligations under the
TWC-TBS Cross Guarantee,

Time Warner Cross Guarantee: Time Watner's guarantee of America Online's obligations under the AOL
Convertible Notes,

Supplemental TWC-TBS Upstream Guarantee: Each of TWC’s and TBS’s guarantee of Time Warner’s
obligations under the Time Wamer Cross Guarantee.

TWC-TBS Upstream Guarantee: Each of TWC’s and TBS's guarantee of Time Warner's obligations under its
Debt Securities.

TWC-TBS Cross Guarantee: Each of TWC and TBC guarantee the other’s obligations under the TW Subsidiary

L Debt Securities.
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RATIO OF EARNINGS TO FIXED CHARGES

The ratio of eamings {o fixed charges and the ratio of earnings to combined fixed charges and preferred
dividends for each of AOL Time Warner, America Online, Time Wamer, TWC and TBS are set forth below for the
periods indicated. For periods in which earnings before fixed charges were insufficient to cover fixed charges (or
combined fixed charges and preferred dividends), the dollar amount of coverage deficiency (in millions), instead of
the ratio, is disclosed.

In addition to the historical ratios (or coverage deficiencies), pro forma ratios of earnings to fixed charges
and pro forma ratios of eamings to combined fixed charges and preferred dividends are presented that give effect to
the merger of America Online and Time Warner as if it occurred at the beginning of each period. Because America
Online and Time Warner have different fiscal years, and the combined company has adopted the calendar year-end
of Time Warner, pro forma ratios for AOL Time Warner are presented on two different bases as follows: (1) a June
30 fiscal year basis, which is consistent with America Online’s historical fiscal year-end, and (2) a December 31
calendar year basis, which is consistent with Time Warner’s historical fiscal year-end and that of AOL Time Warner
going forward. Management believes that it is meaningful to present pro forma financial information based on the
calendar year-end of the combined company to facilitate an analysis of the pro forma effects of the merger.

Further, as a result of the merger of America Online and Time Wamer, the pro forma ratios of Time
Warner, TWC and TBS have each been adjusted to reflect an allocable portion of AOL Time Wamer’s new basis of
accounting on a pushdown basis. The historical ratios are reflected at each company’s historical cost basis of
accounting.

The pro forma ratios have been derived from, and should be read in conjunction with, the pro forma
consolidated condensed financial statements including the notes thereto, of AQL Time Wamer. Those pro forma
consolidated condensed financial statements are included in AOL Time Wamer’s Current Report on Form 8-K/A
dated January 11, 2001, which is incorporated herein by reference.

For purposes of computing the ratio of eamings to fixed charges and the ratio of eamings to combined
fixed charges and preferred stock dividends, earnings were calculated by adding:

(i) pretax income,

(ii) interest expense, including previously capitalized interest amortized to expense and the portion of rents
representative of an interest factor for AOL Time Warner, America Online, Time Warner, TWC, TBS and their
respective majority-owned subsidiaries,

(iii) AOL Time Wamer's, America Online’s, Time Warner’s, TWC’s, and TBS’s respective proportionate
share of the items included in (it) above for their 50%-owned companies,

(iv) preferred stock dividend requirements of majority-owned companies,
(v) minority interest in the income of majority-owned subsidiaries that have fixed charges, and

(vi) the amount of undistributed losses of each of AGL Time Warner’s, America Online’s, Time Warner's,
TWC’s and TBS’s less than 50%-owned companies.

Fixed charges consist of:

(i) interest expense, including interest capitalized and the portion of rents representative of an interest factor
for AOL Time Warner, America Online, Time Warner, TWC, TBS and their respective majority-owned
subsidiaries,

(ii) AOL Time Warner’s, America Online’s, Time Wamer’s, TWC’s, and TBS’s respective proportionate
share of such items for their 50%-owned companies, and

(iii) preferred stock dividend requirements of majority-owned subsidiaries.
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Combined fixed charges and preferred stock dividends include the fixed charges mentioned above and the
amount of pretax income necessary to cover any preferred stock dividend requirements of the registrant.

Earnings as defined include significant non-cash charges for depreciation and amortization primarily
relating to the amortization of intangible assets recognized in business combinations accounted for by the purchase
method. On a pro forma basis, based on a preliminary allocation of the purchase price paid in the merger of America
Online and Time Warner, earnings have been reduced by annual non-cash amortization charges of $6.929 billion for
both AQL Time Warner and Time Warner, $5.580 billion for TWC and $1.687 billion for TBS.

AOL Time Warner™
Pra Forma
Three Months Nine Months
Ended Year Ended Eaded Year Ended
September 30, Jone 38, September 30,  December 31,
2000 2000 2000 1999
Ratio of earnings to fixed charges. .........c.ccoceveee. $ 69 § (1,49 3 (2,226) 3 {411)
Ratio of earnings to combined fixed charges and
preferred dividends.......ocooevcrnn e $ (704) § (1,535) % (2,245 § (499)

fa) AOL Time Wamer became the parent of America Online and Time Warner on January 11, 2001 in
connection with the consummation of the merger of America Online and Time Wamer with subsidiaries of
AOQL Time Wamer. Because America Online is the predecessar of AOL Time Wamer, AOL Time Warner’s
historical ratios are the same as America Online’s historical ratios, which are presented below.

America Online

Historieal
Three Months
Ended
September 3, Year Ended June 30,
2000 2060 1999 1998 1997 19%6

Ratio of eamnings to fixed charges. ............... 9.0x 10.1x 76x 3 (96) § (166) § (169)
Ratio of earnings to combined fixed charges

and preferred dividends..........ccouervrveereanee 9.0x 10.1x 76x $ (96) B (166) § (169)
Time Warner

Pre Forma Historical
Nine Months Nine Months
Ended Year Ended Ended
September 30,  December 3},  September 30, Year Ended December 31,
2000 1999 2000 1999 1998 1997 1996 1995

Ratio of eamnings to

fixed charges. .......... § (4045 $ (2,043) 1.3x  3.1x 1.5x 1.6x Lix  1l.ix
Ratio of eamings to

combined fixed

charges and

preferred dividends.. $  (4,064) $ (2,131) 13 30x $ (39 13x § (98 1l.Ox
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TWC

Pro Forma Historical
Nine Months Nine Months
Ended Year Ended Ended
September 34, December 31,  September 30, Year Ended December 31,
2000 1998 2000 1999 1998 1997 1996 1995

Ratio of earnings to

fixed charges. .......... b (3,149 3 (1,094) 1.4x 3.6x 1.5x 1.6x Lix  llx
Ratio of earnings to

combined fixed

charges and

preferred dividends.. $ (3,149) § (1,094) 1.4x 3.6x 1.5x 1.6x Ilx  1.0x
T8BS
Pro Forma Historical
Nine Months Year
Nipe Months  Year Ended Ended Three Months  Nine Months Ended
Ended Pecember September Year Ended Ended Ended December
September 30, 3, 30, December 31, December 31,  September 30, 31,
2000 1999 2000 1999 1998 1997 1996(h) 1996(b) 1996(b)
Ratio of
carmings to
fixed
charges ..... $ 68) § (838) 27x 35x 26x 2.0x 1.6x § “) 1L.7x
Ratio of
camings {o
combined
fixed
charges and
preferred
dividends.. § ©8) $ (838) 27x 35x  2.6x 2.1x 16x § 4) 1.7x

{b) Time Warner became the parent of TWC and TBS on October 10, 1996, upon the merger of TWC and TBS
with separate subsidiaries of Time Warner (the “TBS Merger™). The historical ratios of TBS for all periods
after the TBS Merger have been adjusted to reflect Titne Warner's basis of accounting. The historical ratios of
TRBS for all periods before the TBS Merger are reflected at TBS's historical cost basis of accounting.

USE OF PROCEEDS

We will use the net proceeds we receive from the sale of the securities offered by this prospectus and the
accompanying prospectus supplement for general corporate purposes, unless we specify otherwise in the applicable
prospectus supplement. General corporate purposes may include additions to working capital, capital expenditures,
repayment of debt, the financing of possible acquisitions and investments or stock repurchases.

DESCRIPTION OF THE DEBT SECURITIES AND THE GUARANTEES

General

The following description of the tefms of the debt securities sets forth certain general terms and provisions
of the debt securities to which any prospectus supplement may relate. The particular terms of any debt securities and
the extent, if any, to which such general provisions will not apply to such debt securities will be described in the
prospectus supplement relating to such debt securities.

The debt securities will be issued from time to time in series under an indentture among us, America Online,
Time Warner, TWC, TBS and The Chase Manbatian Bank, as Trustee. The statements set forth below are brief
summaries of certain provisions contained in the indenture, which summaries do not purport to be complete and are
qualified in their entirety by reference to the indenture, a form of which is an Exhibit to the registration statemnent of
which this prospectus is a part. If we issue subordinated debt, it may be issued either under the same indenture as for
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senior debt or another indenture in substantially the same form. Wherever defined terms are used but not defined
herein, such terms shall have the meanings assigned to them in the indenture, it being intended that such defined
terms shall be incorporated herein by reference.

The indenture does not limit the amount of debt securities which may be issued thereunder and debt
securities may be issued thereunder up to the aggregate principal amount which may be authorized from time to time
by us. Any such limit applicable to a particular series will be specified in the prospectus supplement relating to that
series.

Reference is made to the prospectus supplement for the following terms of each series of debt securities in
respect to which this prospectus is being delivered:

o the designation, issue date, currency or currency unit of payment if other than United States dollars and
authorized denominations of such debt securities, if other than US$1,000 and integral multiples;

s the aggregate principal amount offered and any limit on any future issues of additional debt of the
same series;

o the date or dates on which such debt securities will mature (which may be fixed or extendible);

o the rate or rates (or manner of calculation thereof), if any, per annum at which such debt securities will
bear interest;

¢ the dates, if any, on which such interest will be payable;

s the terms of any mandatory or optional redemption (including any sinking, purchase or analogous
fund) and any purchase at the option of Holders (including whether any such purchase may be paid in
cash, common stock or other securities or property);

s the terms of any mandatory or optional conversion or exchange provisions;

s whether such debt securities are to be issued in the form of Global Securities and, if so, the identity of
the Depository with respect to such Global Securities;

+ if the debt securities are to be subordinated in right of payment to any other securities, the terms of
subordination; and

s any other specific terms.

Unless otherwise set forth in the prospectus supplement, interest on outstanding debt securities will be paid
to Holders of record on the date, which is 15 days prior to the date such interest is to be paid, or if not a business
day, the next preceding business day. Unless otherwise specified in the prospectus supplement, debt securities will
be issued in fully registered form only. Unless otherwise specified in the prospectus supplement, the principal
amount of the debt securities will be payable at the corporate trust office of the Trustee in New York, New York.
The debt securities may be presented for transfer ar exchange at such office unless otherwise specified in the
prospectus supplement, subject to the limitations provided in the indenture, without any service charge, but we may
require payment of a sum sufficient to cover any tax or other governmental charges payable in connection therewith,

Guarantees

Under the Guarantees, each of America Online and Time Wamer, as primary obligor and not merely as
surety, will fully, irrevocably and unconditionally guarantee to each Holder of debt securities and to the Trustee and
its successors and assigns, (1) the full and punctual payment of principal of and interest on the debt securities when
due, whether at maturity, by acceleration, by redemption or otherwise, and all other monetary obligations of ours
under the indenture (including obligations to the Trustee) and the debt securities and (2) the full and punctual
performance within applicable grace periods of all other obligations of ours under the indenture and the debt
securities. Such Guarantees will constitute guarantees of payment, performance and compliance and not merely of
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collection. The obligations of each of America Online and Time Warner under the indenture will be unconditional
irrespective of the absence or existence of any action to enforce the same, the recovery of any judgment against us or
each other or any waiver or amendment of the provisions of the indenture or the debt securities to the extent that any
such action or similar action would otherwise constitute a legal or equitable discharge or defense of a guarantor
{except that each such waiver or amendment shall be effective in accordance with its terms). The obligations of
America Online and Time Warner to make any payments may be satisfied by causing us to make such payments.
Each of America Online and Time Wamer further agrees to waive presentment to, demand of payment from and
protest to us and also waives diligence, notice of acceptance of its Guarantee, presentment, demand for payment,
notice of protest for non- payment, filing a claim if we complete a merger or declare bankruptcy and any right to
require a proceeding first against us. These obligations shall be unaffected by any failure or policy of the Trustee to
exercise any right under the indenture or under any series of security. If any Holder of any debt security or the
Trustee is required by a court or otherwise to retum to us, America Ontine or Time Warner, or any custodian,
trustee, liquidator or other similar official acting in relation to any of us, America Online or Time Warner, any
amount paid by any of them to the Trustee or such Holder, the Guarantee of America Online and the Guarantee of
Time Warner, to the extent theretofore discharged, shall be reinstated in full force and effect. Further, America
Online and Time Warner agree to pay any and all reasonable costs and expenses (including reasonable attomeys’
fees) incurred by the Trustee or any Holder of debt securities in enforcing any of their respective rights under the
Guarantees. The indenture provides that each of the Guarantees of America Online and Time Wamer is limited to
the maximum amount that can be guaranteed by America Online or Time Warner, respectively, without rendering
the relevant Guarantee voidable under applicable law relating to fraudulent conveyance or fraudulent transfer or
similar Taws affecting the rights of creditors generally.

Additionally, TWC and TBS will fully, irrevocably and unconditionally guarantee Time Warner’s
guarantee of the debt securities under substantially the same terms as the guarantees of America Online and Time
Warner of our indebtedness.

Ranking

The debt securities may be either senior or subordinated in right of payment to other securities. If
subordinated debt securities are offered, the terms of subordination will be set forth in the related prospectus
supplement. The Guarantees of the senior debt securities will be senior obligations of America Online, Time
Warner, TWC and TBS, as applicable, and will be direct unsecured obligations of America Online, Time Wamner,
TWC and TBS, respectively, ranking equally with all other unsecured and unsubordinated obligations of America
Online, Time Warner, TWC and TBS, respectively. The Guarantees of the subordinated debt securities will be
subordinated obligations of America Online, Time Warner, TWC and TBS, as applicable and will be direct and
unsecured obligations of America Online, Time Warner, TWC and TBS, respectively, ranking equally with all other
unsecured and subordinated obligations of America Online, Time Warner, TWC and TBS, respectively. Each of our
company, Time Warner, TWC and TBS is a holding company and the debt securities and the Guarantees will be
effectively subordinated to all existing and future liabilities, including indebtedness, of the subsidiaries of our
company, Time Warner, TWC and TBS, respectively.

Certain Covenants

Limitation on Liens. The indenture provides that neither we nor any Material Subsidiary of ours shall incur,
create, issue, assume, guarantee or otherwise become liable for any indebtedness for money borrowed that is secured
by a lien on any asset now owned or hereafter acquired by us or it unless we make or cause to be made effective
provisions whereby the debt securities will be secured by such lien equally and ratably with {or prior to} all other
indebtedness thereby secured so Jong as any such indebtedness shall be secured. The foregoing restriction does not
apply to the following:

¢ liens existing as of the date of the indenture;

e liens created by Subsidiaries of ours to secure indebtedness of such Subsidiaries to us or to one or more
other Subsidiaries of ours;
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liens affecting property of a person existing at the time it becomes a Subsidiary of ours or at the time it
merges into or consolidates with us or a Subsidiary of ours or at the time of a sale, lease or other
disposition of all or substantially all of the properties of such person to us or our Subsidiaries;

liens on property existing at the time of the acquisition thereof or incurred to secure payment of all or a
part of the purchase price thereof or to secure indebtedness incurred prior to, at the time of, or within
18 months after the acquisition thereof for the purpose of financing all or part of the purchase price
thereof;

liens on any property to secure all or part of the cost of improvements or construction thereon or
indebtedness incurred to provide funds for such purpose in a principal amount not exceeding the cost
of such improvements or construction;

liens consisting of or relating to the sale, transfer or financing of motion pictures, video and television
programs, sound recordings, books or rights with respect thereto or with so-called tax shelter groups or
other third-party investors in connection with the financing of such motion pictures, video and
television programming, sound recordings or books in the ordinary course of business and the granting
to us or any of our Subsidiaries of rights to distribute such motion pictures, video and television
programming, sound recordings or books; provided, however, that no such lien shall attach to any asset
or right of ours or our Subsidiaries (other than (1) the motion pictures, video and television
programming, sound recordings, books or rights which were sold, transferred to or financed by the tax
shelter group or third-party investors in question or the proceeds arising therefrom and (2) the stock or
equity interests of a Subsidiary substantially all of the assets of which consist of such motion pictures,
video and television programming, sound recordings, books or rights and related proceeds);

liens on shares of stock, indebtedness or other securities of a Person that is not a Subsidiary of ours;

liens on Works which either (1) existed in such Works before the time of their acquisition and were not
created in anticipation thereof, or (2) were created solely for the purpose of securing obligations to
financiers, producers, distributors, exhibitors, completion guarantors, inventors, copyright holders,
financial institutions or other participants incurred in the ordinary course of business in connection
with the acquisition, financing, production, completion, distribution or exhibition of Works,

any lien on the office building and hotel complex located in Atlanta, Georgia known as the CNN
Center Complex, including the parking decks for such complex (to the extent such parking decks are
owned or leased by us or cur Subsidiaries), or any portion thereof and all property rights therein and
the products, revenues and proceeds therefrom created as part of any mortgage financing or
sale-leaseback of the CNN Center Complex;

liens on satellite transponders and all property rights therein and the products, revenues and proceeds
therefrom which secure obligations incurred in connection with the acquisition, utilization or operation
of such satellite transponders or the refinancing of any such obligations;

restrictions on the Atlanta National League Baseball Club, Inc., Atlanta Hawks, Ltd and the Atlanta
Hockey Club, Inc. and their respective assets imposed by Major League Baseball or the Commissioner
of Baseball, the National Basketball Association and the National Hockey League, respectively,
including, without limitation, restrictions on the transferability of our or any of our Subsidiaries’
interests therein;

liens on capital leases entered into after the date of the indenture provided that such liens extend only
to the property or assets that are the subject of such capital leases;

liens resulting from progress payments or partial payments under United States government contracts
or subcontracts;

any extensions, renewal or replacement of any lien referred to in the foregoing clauses or of any
indebtedness secured thereby; provided, however, that the principal amount of indebtedness secured
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thereby shall not exceed the principal amount of indebtedness so secured at the time of such extension,
renewal or replacement, or at the time the lien was issued, created or assumed or otherwise permitted,
and that such extension, renewal or replacement lien shall be limited to all or part of substantially the
same property which secured the lien extended, renewed or replaced (plus improvements on such

property); and

s other liens arising in connection with our indebtedness and our Subsidiaries’ indebtedness in an
aggregate principal amount for us and our Subsidiaries not exceeding at the time such lien is issued,
created or assumed the greater of (A) 15% of the Consolidated Net Worth of our company and (B)
$500 million.

Limitation on Consolidation, Merger, Conveyance or Transfer on Certain Terms. None of us, America
Online, Time Wamer, TWC or TBS shall consolidate with or merge into any other Person or convey or transfer its
properties and assets substantially as an entirety to any Person, unless:

(1) (a) in the case of our company, the Person formed by such consolidation or into which our
company is merged or the Person which acquires by conveyance or transfer the properties and
assets of our company substantially as an entirety shall be organized and existing under the laws
of the United States of America or any State or the District of Columbia, and shall expressly
assume, by supplemental indenture, executed and delivered to the Trustee, in form satisfactory to
the Trustee, the due and punctual payment of the principal of (and premium, if any) and interest on
all the debt securities and the performance of every covenant of the indenture (as supplemented
from time to time) on the part of our company to be performed or observed; (b} in the case of
America Online, Time Warner, TWC or TBS, the Person formed by such consolidation or into
which America Online, Time Warner, TWC or TBS is merged or the Person which acquires by
conveyance or transfer the properties and assets of America Online, Time Warner, TWC or TBS
substantially as an entirety shall be either (i) one of us, America Online, Time Warner, TWC or
TBS or (ii) a Person organized and existing under the laws of the United States of America or any
State or the District of Columbia, and in the case of clause (ii), shall expressly assume, by
supplemental indenture, executed and delivered to the Trustee, in form satisfactory to the Trustee,
the performance of every covenant of the indenture (as supplemented from time to time} on the
part of America Online, Time Warner, TWC or TBS to be performed or observed;

(2) immediately after giving effect to such transaction, no Event ofDefault, and no event which, after
notice or lapse of time, or both, would become an Event of Default, shall have happened and be
contiaving; and

)] we have delivered to the Trustee an Officers” Certificate and an Opinionof Counsel each stating

that such consolidation, merger, conveyance or transfer and such supplemental indenture comply
with this Article and that all conditions precedent provided for relating to such transaction have
been complied with.

Upon any consolidation or merger, or any conveyance or transfer of the properties and assets of our
company, America Online, Time Warner, TWC or TBS substantially as an entirety 8s set forth above, the successor
Person formed by such consolidation or into which our company, America Online, Time Wamer, TWC or TBS is
merged or to which such conveyance or transfer is made shall succeed to, and be substituted for, and may exercise
every right and power of our company, America Online, Time Wamer, TWC or TBS, as the case may be, under the
indenture with the same effect as if such successor had been named as our company, America Online, Time Warner,
TWC or TBS, as the case may be, in the indenture. In the event of any such conveyance or transfer, we, America
Online, Time Wamer, TWC or TBS, as the case may be, as the predecessor shall be discharged from all obligations
and covenants under the indenture and the debt securities and may be dissolved, wound up or liquidated at any time
thercafter.

Other than the restrictions in the indenture on liens described above, the indenture and the debt securities
do not contain any covenants or other provisions designed to afford Holders of debt securities protection in the event
of a recapitalization or highly leveraged transaction involving our company.
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Any additional covenants of our company, America Online, Time Wamer, TWC or TBS pertaining 1o a
series of debt securities will be set forth in a prospectus supplement relating to such series of debt securities.

Certain Definitions
The following are certain of the terms defined in the indenture:

“Consolidated Net Worth™ means, with respect to us, at the date of any determination, the
consolidated stockholders’ or owners’ equity of our company and our Subsidiaries, determined on a
consolidated basis in accordance with GAAP consistently applied.

“GAAP” means generally accepted accounting principles as such principles are in effect as of the
date of the indenture.

“Holder”, when used with respect to any security, means a Securityholder, which means a person
in whose name a security is registered in the Security Register.

“Material Subsidiary™ means, with respect to us, any Person that is a Subsidiary if| at the end of
the most recent fiscal quarter of cur company, the aggregate amount, determined in accordance with GAAP
consistently applied, of securities of, loans and advances to, and other investments in, such Person held by
us and our other Subsidiaries exceeded 10% of our company’s Consolidated Net Worth,

“Person” means any individual, corporation, limited liability company, parinership, joint venture,
association, joint-stock company, trust, unincorporated organization or govemment or any agency or
political subdivision thereof.

“Security Register” means the register or registers we shall keep or cause to be kept, in which, we
shall provide for the registration of securities, or of securities of a particular series, and of transfers of
securities or of securities of such series.

“Subsidiary” means, with respect to any Person, any corporation more than 50% of the voting
stock of which is owned directly or indirectly by such Person, and any partnership, asseciation, joint
venture or other entity in which such Person owns more than 50% of the equity interests or has the power
to elect a majority of the board of directors or other governing body.

“Works™ means motion pictures, video, television, interactive or multi-media programming,
audio-visual works, sound recordings, books and other literary or written material, any software, copyright
or other intellectual property related thereto, acquired directly or indirectly after the date of the indenture by
purchase, business combination, production, creation or otherwise, any component of the foregoing or
rights with respect thereto, and all improvements thereon, products and proceeds thereof and revenues
derived therefrom,

Defeasance

The indenture provides that we (and to the extent applicable, America Online, Time Warner, TWC and
TBS), at our option,

(a) will be Discharged from any and all obligations in respect of any series of debt securities (except
in each case for certain obligations to register the transfer or exchange of debt securities, replace
stolen, lost or mutilated debt securities, maintain paying agencies and hold moneys for payment in
trust) or

b need not comply with the covenants described above under “Certain Covenants” and any other
restrictive covenants described in a prospectus supplement relating to such series of debt
securities, and certain Events of Default (other than those arising out of the failure to pay interest
or principal on the debt securities of a particular series and certain events of bankruptcy,
insolvency and reorganization) will no longer constitute Events of Default with respect to such
series of debt securities,
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in each case if we deposit with the Trustee, in trust, money or the equivalent in securities of the government which
issued the currency in which the debt securities are denominated or government agencies backed by the full faith
and credit of such government, or a combination thereof, which through the payment of interest thereon and
principal thereof in accordance with their terms will provide money in an amount sufficient to pay all the principal
(including any mandatory sinking fund payments) of, and interest on, such series on the dates such payments are due
in accordance with the terms of such series.

To exercise any such option, we are required, among other things, to deliver to the Trustee an opinion of
counsel to the effect that

i) the deposit and related defeasance would not cause the Holders of such series to recognize income,
gain or loss for Federal income tax purposes and, in the case of a Discharge pursuant to clause (a),
accompanied by a ruling to such effect received from or published by the United States Internal
Revenue Service and

{ii) the creation of the defeasance trust will not violate the Investment Company Act of 1940, as
amended.

In addition, we are required to deliver to the Trustee an Officers’ Certificate stating that such deposit was
not made by us with the intent of preferring the Helders over other creditors of ours or with the intent of defeating,
hindering, delaying or defrauding creditors of our company or others.

Events of Default, Notice and Waiver

The indenture provides that, if an Event of Default specified therein with respect to any series of debt
securities issued thereunder shall have happened and be continuing, either the Trustee thereunder or the Holders of
25% in aggregate principal amount of the outstanding debt securities of such series (or 25% in aggregate principal
amount of all outstanding debt securities under the indenture, in the case of certain Events of Default affecting all
series of debt securities under the indenture) may declare the principal of all the debt securities of such series to be
due and payable.

Events of Default in respect of any series are defined in the indenture as being:
»  default for 30 days in payment of any interest installment with respect to such series;

¢ default in payment of principal of, or premium, if any, on, or any sinking fund or analogous obligation
with respect to, debt securities of such series when due at their stated maturity, by declaration or
acceleration, when called for redemption or otherwise;

e default for 90 days afier written notice to us (or America Online, Time Warner, TWC or TBS, if
applicable} by the Trustee thereunder or by Holders of 25% in aggregate principal amount of the
outstanding debt securities of such series in the performance, or breach, of any covenant pertaining to
debt securities of such series;

s certain events of bankrupicy, insolvency and reorganization with respect to us or any Material
Subsidiary thereof which is organized under the laws of the United States or any political sub-division
thereof or the entry of an order ordering the winding up or liquidation of our affairs; and

+  any Guarantee ceasing to be, or asserted by any guarantor as not being, in full force and effect,
enforceable according to its terms, except to the extent contemplated by the indenture.

Any additions, deletions or other changes to the Events of Default which will be applicable to a series of
debt securities will be described in the prospectus supplement relating to such series of debt securities.

The indenture provides that the Trustee thereunder will, within 90 days after the occurrence of a defauit
with respect to the debt securities of any series, give to the Holders of the debt securities of such series notice of all
uncured and unwaived defaults known to it; provided, however, that, except in the case of default in the payment of
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principal of, premium, if any, or interest, if any, on any of the debt securities of such series, the Trustee thereunder
will be protected in withholding such notice if it in good faith determines that the withholding of such notice is in
the interests of the Holders of the debt securities of such series. The term “default™ for the purpose of this provision
means any event which is, or after notice or lapse of time or both would become, an Event of Default with respect to
debt securities of such series.

The indenture contains provisions entitling the Trustee, subject to the duty of the Trustee during an Event
of Default to act with the required standard of care, to be indemnified by the Holders of the debt securities before
proceeding to exercise any right or power under the indenture at the request of Holders of the debt securities.

The indenture provides that the Holders of a majority in aggregate principal amount of the outstanding debt
securities of any series may direct the time, method and place of conducting proceedings for remedies available to
the Trusiee or exercising any trust or power conferred on the Trustee in respect of such series, subject to certain
conditions.

In certain cases, the Holders of 2 majority in principal amount of the outstanding debt securities of any
series may waive, on behalf of the Holders of all debt securities of such series, any past default or Event of Default
with respect to the debt securities of such series except, among other things, a default not theretofore cured in
payment of the principal of, or premium, if any, or interest, if any, on any of the debt securities of such series or
payment of any sinking or purchase fund or analogous obligations with respect to such debt securities.

The indenture includes a covenant that we will file annually with the Trustee a certificate of no default or
specifying any default that exists.

Modification of the Indenture

We and the Trustee may, without the consent of the Holders of the debt securities, enter into indentures
supplemental to the indenture for, among others, one or more of the following purposes:

{1} to evidence the succession of another Person to us, America Online, Time Wamer, TWC or TBS
and the assumption by such successor of our company’s, America Online’s, Time Warner's,
TWC’s or TBS’s obligations under the indenture and the debt securities of any series or the
Guarantees relating thereto;

(2) te add to the covenants of our company, America Online, Time Wamer, TWC or TBS, or to
surrender any rights or powers of our company, America Online, Time Wamer, TWC or TBS, for
the benefit of the Holders of debt securities of any or all series;

3 to cure any ambiguity, or correct any inconsistency in the indenture or to make any other
provisions with respect to matters or questions arising under this indenture;

€] to add to the indenture any provisions that may be expressly permitted by the Trust Indenture Act,
or “the Act”, excluding the provisions referred to in Section 316(a)(2) of the Act as in effect at the
date as of which this instrument was executed or any corresponding provision in any similar
federal statute hereafter enacted;

(3) to establish the form or terms of any series of debt securities;

(6) to evidence and provide for the acceptance of any successor Trustee with respect to one or more
series of debt securities or to facilitate the administration of the trusts thereunder by one or more
trustees in accordance with the indenture;

(N to provide any additional Events of Default;

(8) to provide for the issuance of debt securities in coupon or as fully registered form;
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9) to provide for the terms and conditions of converting those debt securities that are convertible into
common stock or another such similar security; and

(10) to secure any series of debt securities pursuant to the indenture’s limitation on liens.

No supplemental indenture for the purpose identified in clauses (2), (3), (5) or (7) above may be entered
into if to do so would adversely affect the rights of the Holders of debt securities of any series in any material
respect.

The indenture contains provisions permitting us and the Trustee thereunder, with the consent of the Holders
of a majority in principal amount of the outstanding debt securities of all series to be affected voting as a single
class, to execute supplemental indentures by adding any provisions to or changing or eliminating any of the
provisions of the indenture or modifying the rights of the Hoiders of the debt securities of such series to be affected,
except that no such supplemental indenture may, without the consent of the Holders of affected debt securities,
among other things:

s change the fixed maturity of any debt securities, or
s  reduce the principal amount thereof, or
s  reduce the rate or extend the time of payment of interest thereon, or

s reduce the number of shares of any common stock or other securities to be delivered by us in respect of
a conversion of any convertible debt securities, or

s amend or modify the terms of any of the Guarantees in a manner adverse to the Holders or reduce the
aforesaid percentage of debt securities of any series the consent of the Holders of which is required for
any such supplemental indenture.

The Trustee

The Chase Manhattan Bank is the Trustee under the indenture. The Trustee is a depository for funds and
performs other services for, and transacts other banking business with, us in the normal course of business.

Governing Law
The indenture will be govemed by, and construed in accordance with, the laws of the State of New York.
Global Securities

We may issue debt securities through global securities. A global security is a security, typically held by a
depositary, that represents the beneficial interests of a number of purchasers of the security. If we do issue global
securities, the following procedures will apply.

We will deposit global securities with the depositary identified in the prospectus supplement. After we
issue a global security, the depositary will credit on its book-entry registration and transfer system the respective
principal amounts of the debt securities represented by the global security to the accounts of persons that have
accounts with the depositary. These account Holders are known as “participants”. The underwriters or agents
participating in the distribution of the debt securities will designate the accounts to be credited. Only a participant or
a person that holds an interest through a participant may be the beneficial owner of a global security, Ownership of
beneficial interests in the global security will be shown on, and the transfer of that ownership will be effected only
through, records maintained by the depositary and its participants.

We and the trustee will treat the depositary or its nominee as the sole owner or Holder of the debt securities
represented by a global security. Except as set forth below, owners of beneficial interests in a global security will not
be entitled to have the debt securities represented by the global security registered in their names. They also will not
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receive or be entitled to receive physical delivery of the debt securities in definitive form and will not be considered
the owners or Holders of the debt securities.

Principal, any premium and any interest payments on debt securities represented by a global security
registered in the name of a depositary or its nominee will be made to the depositary or its nominee as the registered
owner of the global security, None of us, the trustee or any paying agent will have any responsibility or liability for
any aspect of the records relating to or payments made on account of beneficial ownership interests in the global
security or the maintaining, supervising or reviewing any records relating to the beneficial ownership interests.

We expect that the depositary, upon receipt of any payments, will immediately credit participants’ accounts
with payments in amounts propertionate to their respective beneficial interests in the principal amount of the global
security as shown on the depositary’s records. We also expect that payments by participants to owners of beneficial
interests in the global security will be governed by standing instructions and customary practices, as is the case with
the securities held for the accounts of customers registered in “street names”, and will be the responsibility of the
participants.

If the depositary is at any time unwilling or unable to continue as depositary and a successor depositary is
not appointed by us within ninety days, we will issue registered securities in exchange for the global security. In
addition, we may at any time in our sole discretion determine not to have any of the debt securities of a series
represented by global securities. In that event, we will issue debt securities of that series in definitive form in
exchange for the global securities.

DESCRIPTION OF THE CAPITAL STOCK

The following description of the terms of the common stock and the preferred stock sets forth certain
general terms and provisions of the series common stock and preferred stock to which any prospectus supplement
may relate. This section also summarizes relevant provisions of the Delaware General Corporation Law, which we
refer to as “Delaware law”. The terms of the AOL Time Warner certificate of incorporation and by-laws, as well as
the terms of Delaware law, are more detailed than the general information provided below, Therefore, you should
carefully consider the actual provisions of these documents.

Authorized Capital Stock
Total Shares. We have the authority to issue a total of 27,550,000,000 shares of capital stock consisting of:
e 25,000,000,000 shares of common stock, par value $0.01 per share;

s 1,800,000,000 shares of series common stock, par vatue $0.01 per share, which are issuable in series;
and

e 750,000,000 shares of preferred stock, par value $0.10 per share, which are issuable in series.

Common Stock. Approximately 4,200,000,000 shares of AQL Time Warner common stock are currently
outstanding.

Existing Series Common Stock. Our authorized series common stock consists of two series, designated as
AOL Time Warner series LMC common stock and AOL Time Warner series LMCN-V common stock, and the
authorized number of shares of each series are:

e« 210,000,000 shares of AQL Time Warmer series LMC common stock; and
e 210,000,000 shares of AOL Time Warner series LMCN-V common stock.

No shares of AOL Time Wamer series LMC common stock are currently outstanding and 171,185,826
shares of AOL Time Wamer series LMCN-V common stock are currently outstanding.
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Additional Series of Series Common Stock. We have the authority to issue additional series of series
common stock up to the maximum number of series common shares authorized. Our board of directors is also
authorized to set the following terms of a series of common stock before issuance:

o the designation of the series;
s  the number of shares to comprise the series;
*  any voting rights; and

s any preferences and relative, participating, optional or other special rights and any qualifications,
limitations or restrictions thereof, of the shares of such series.

If we offer shares of a new series of series common stock, the prospectus supplement will specify the
designation and number of shares of that series, and the voting rights and all other rights, preferences and terms of
that series, including any dividend, redemption, exchange or liquidation rights or provisions. If we issue additional
shares of series common stock they will be fully paid and non-assessable,

Preferred Stock. We have the authority to issue series of preferred stock up to the maximum number of
preferred shares authorized. Our board of directors is also authorized to set the following terms of a series of
preferred stock before issuance:

¢ the designation of the series;
¢ the number of shares to comprise the series;
s  any voting rights; and

» any preferences and relative, participating, optional or other special rights and any qualifications,
limitations or restrictions thereof, of the shares of such series,

The powers, preferences and relative, participating, optional and other special rights of each series of
preferred stock, and the qualifications, limitations or restrictions thereof, if any, may differ from those of any and all
other series at any time outstanding.

If we offer shares of a new series of preferred stock, the prospectus supplement will specify the designation
and number of shares of that series, and the voting rights and all other rights, preferences and terms of that series,
including any dividend, redemption, exchange or liquidation rights or provisions. If we issue additional shares of
preferred stock they will be fully paid and non-assessable.

No shares of AOL Time Warner preferred stock are currently outstanding.

Listing. We list our common stock on the New York Stock Exchange under the symbol “AOL”. No other
capital stock of ours is listed.

Preemptive Rights. The holders of our common stock, our series common stock and our prefetred stock do
not have preemptive rights to purchase or subscribe for any stock or other securities of ours.

Common Stock

Voting Rights, Each outstanding share of our common stock is entitled to one vote per share,

Dividends. Holders of our common stock are entitled to receive dividends or other distributions when and if
declared by our board of directors. The right of our board of directors to declare dividends, however, is subject to
any rights of the holders of any outstanding AOL Time Warner series common stock and AOL Time Warner

preferred stock and the availability of sufficient funds under Delaware law to pay dividends. For a description of the
dividend rights of the holders of our series common stock, see “Existing Series Common Stock—Series LMC
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Common Stock—Cash Dividends” and “Existing Series Common Stock-—Series LMCN-V Common Stock—Cash
Dividends.”

Liguidation Rights. In the event of the liquidation of our company, subject to the rights, if any, of the
holders of any outstanding shares of our series common stock or our preferred stock, the holders of our common
stock are entitled to receive any of our assets available for distribution to our stockholders ratably in proportion to
the number of shares held by them. For a description of the liquidation rights of holders of our series common stock,
see “Existing Series Common Stock—Series LMC Common Stock—Liquidation Rights” and “Existing Series
Common Stock—Series LMCN-V Common Stock—Liguidation Rights”.

Regulatory Restrictions. Outstanding shares of our common stock may be redeemed by action of the board
of directors to the extent necessary to prevent the loss of any governmental license or franchise, the holding of
which is conditioned upon stockholders’ possessing prescribed qualifications.

Existing Series Common Stock
Series LMC Common Stock

LMC Formula Number. Shares of our series LMC common stock are attributed a “formula number” that is
used to calculate the dividend, voting, conversion and liguidation rights for each share of our series LMC common
stock. We refer to this formula number as the “LMC formula number”, The LMC formula number is initially set at
1.00, and it is subject to adjustment for stock splits, reverse stock splits, stock dividends and other similar corporate
events affecting our common stock.

Voting Rights. Each outstanding share of our series LMC commen stock is entitled to a number of votes
that is equal to the product of the number of votes per share that may be cast by holders of cur commeon stock
multiplied by the LMC formula number in effect at the time of the vote.

Holders of our series LMC common stock are entitled to vote on all matters on which holders of our
common stock are entitled to vote. Holders of our series LMC common stock vote together as one group with
holders of our common stock. A vote of at least two-thirds of the voting power of all shares of our series LMC
comraon stock that are outsianding is necessary in order to amend, alter of repeal any of the provisions of our
restated certificate of incorporation, including the certificate of designations relating to our series LMC common
stock, to:

¢ amend, alter or repeal any of the powers, preferences or rights of our series LMC common stock or
series LMCN - V common stock; or

o adversely affect the voting powers, designations, preferences and relative, participating, optional or
other special rights, and qualifications, limitations or restrictions, of our series LMC common stock or
series LMCN - V common stock.

In addition, the affirmative vote of holders of shares of our series LMC common stock representing 100% of the
aggregate voting power of the outstanding shares of our series LMC common stock is required to amend, alter or
repeal the provisions of the certificate of designations that prohibit us from, at our option, redeeming the shares of
our series LMC common stock.

The vote of the holders of shares of our series LMC common stock is not required for us to:

e create any indebtedness;

» authorize or issue any class of capital stock that is senior to, or on a parity with, our series LMC
commeon stock with respect to the payment of dividends or any other distribution of assets;

» approve any amendment to our restated certificate of incorporation that would increase or decrease the
aggregate number of authorized shares of our series common stock or our common stock; or
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¢ authorize any increase or decrease in the number of shares constituting our series LMC common stock.

Cash Dividends. Holders of our series LMC common stock are entitled to receive cash dividends when and
if declared by our board of directors, but only to the extent that regularly scheduled cash dividends are declared and
paid on our common stock. When declared, cash dividends on each share of our series LMC common stock will
equal the product of:

s the amount of the regularly scheduled cash dividend to be paid on one share of our common stock;
multiplied by

e  the LMC formula number in effect on the dividend payment date.

Distributions. If we distribute to the holders of our common stock any assets or property, in each case not
including a distribution upon the liquidation of our company, a regularly scheduled cash dividend or a common
stock dividend that results in an adjustment of the LMC formula number, then we must at the same time distribute
the same assets or property pro rata to the holders of our series LMC common stock in an amount equal to the
amount that the holders of our series LMC common stock would have been entitled to receive had they converted
their shares of our series LMC common stock into shares of our common stock immediately prior to the record date
for the distribution.

Conversion Rights. Holders of our series LMC common stock have the right to convert each of their shares,
at any time, into:

¢ anumber of shares of our common stock equal to the LMC formula number in effect on the conversion
date; or

+ one share of our series LMCN-V common stock.

Each holder of our series LMC common stock may convert shares of our series LMC common stock into
shares of our common stock or our series LMCN-V common stock only to the extent that the ownership by the
converting holder of shares of our common stock or our series LMCN-V commeon stock upon conversion would not
violate the federal communications laws.

Conversion Rate Adjustment. If we consolidate or merge with another entity such that we are not the
surviving entity or the transaction results in a change in our common stock, or if we sell all or substantially all of our
property and assets to another entity, each share of our series LMC common stock is convertible into the number of
shares of capital stock or other property received by the holder of a number of shares of our common stock into
which the shares of our series LMC common stock could have been converted immediately before the transaction.

Liguidation Rights. In the event of the liquidation of our company, the holders of our series LMC common
stock are entitled to receive, at the same time as any distribution to holders of our common stock, an aggregate
amount per share equal to the product of:

» the aggregate amount to be distributed per share to holders of our common stock; and

= the LMC formula number in effect on the date of the distribution.

Transfer Restriction. Holders of our series LMC common stock are subject to a transfer restriction that
prevents these holders, without obtaining prior consent from us, from transferring their shares of our series LMC

common stock to any person other than a “permitted transferee”. The term “permitted transferee” means:

o Liberty Media Corporation, which is commonly referred to as “LMC”, and any affiliate that is
controlled by LMC; or

¢ Tele-Communications Inc. and any affiliate that is controlled by Tele-Communications, so long as
Tele-Communications is an affiliate of LMC.
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In addition, the transfer restriction provides that any permitted transferee must agree to be subject to the transfer
restriction for subsequent transfers.

The transfer restriction applicable to our series LMC common stock does not prevent any holder of our
series LMC common stock from:

* entering into an arrangement providing for the prompt conversion of the shares of our series LMC
common stock into shares of our common stock and the immediate sale or transfer of our common
stock received upon the conversion of shares of our series LMC common stock; or

+ pledging shares of our series LMC common stock, so long as the terms of the pledge provide that, in
the event of a foreclosure on the shares of our series LMC common stock, the foreclosing party
delivers the forfeited series LMC common stock to us for conversion into our common stock.

Series LMCN-V Comnuton Stock

LMCN-V Formula Number. Shares of our series LMCN-V common stock are attributed a formula number
that is used to calculate the dividend, voting, conversion and liquidation rights for each share of out series LMCN-V
common stock. We refer to this formula number as the “LMCN-V formula number”. The LMCN-V formula number
is initially set at 1.00, and it is subject to adjustment for stock splits, reverse stock splits, stock dividends and other
similar corporate events affecting our common stock.

Voting Rights. Holders of our series LMCN-V common stock are entitled to vote together as one group
with holders of our common stock in the election of directors of our company, and they have the right to casta
number of votes per share that is equal to:

s the product of the number of votes per share that may be cast by holders of our common stock
multipiied by the LMCN-V formula number in effect at the time of the vote; divided by

e 100

A vote of at least two-thirds of the voting power of all shares of our series LMCN-V common stock that are
outstanding is necessary in order to amend, alter or repeal any of the provisions of our restated centificate of
incorporation, including the certificate of designations relating to our series LMCN-V common stock, to:

* amend, alter or repeal any of the powers, preferences or rights of our series LMCN-V common stock
or series LMC common stock; or

o adversely affect the voting powers, designations, preferences and relative, participating, optional or
other special rights, and qualifications, limitations or restrictions, of our series LMCN-V common
stock or series LMC commion stock.

In addition, the affirmative vote of holders of shares of our series LMCN-V common stock representing 100% of the
aggregate voting power of the outstanding shares of our series LMCN-V common stock is required to amend, alter

or repeal the provisions of the certificate of designations that prohibit us from, at our option, redeeming the shares of
our series LMCN-V common stock.

The vote of the holders of shares of our series LMCN-V common stock is not required for us to:
s  create any indebtedness;

« authorize or issue any class of capital stock that is senior to, or on a parity with, our series LMCN-V
common stock with respect to the payment of dividends or any other distribution of assets;

* approve any amendment to our restated certificate of incorporation that would increase or decrease the
aggregate number of authorized shares of our series common stock or our common stock; or
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o authorize any increase or decrease in the number of shares constituting our series LMCN-V common
stock.

Cash Dividends. Holders of our series LMCN-V common stock are entitled to receive cash dividends when
and if declared by our board of directors, but only to the extent that regularly scheduled cash dividends are declared
and paid on our common stock. When declared, cash dividends on each share of our series LMCN-V common stock
will equal the product of:

e the amount of the regularly scheduled cash dividend to be paid on one share of our common stock;
multiplied by

¢ the LMCN-V formula number in effect on the dividend payment date.

Distributions. If we distribute to the holders of our common stock any assets or property, in each case not
including a distribution upon the liquidation of our company, a regularly scheduled cash dividend or a common
stock dividend that results in an adjustment of the LMCN-V formula number, then we must at the same time
distribute the same assets or property pro rata to the holders of our series LMCN-V common stock in an amount
equal to the amount that the holders of our series LMCN-V common stock would have been entitled to receive had
they converted their shares of our series LMCN-V common stock into shares of our common stock immediately
prior to the record date for the distribution.

Conversion Rights. Holders of our series LMCN-V common stock have the right to convert each of their
shares, at any time, into:

¢ anumber of shares of our common stock equal to the LMCN-V formula nutnber in effect on the
conversion date; or

*  one share of our series LMC common stock.

Each holder of our series LMCN-V common stock may convert shares of our series LMCN-V common stock into
shares of our common stock or our series LMC common stock only to the extent that the ownership by the
converting holder of shares of our common stock or our series LMC common stock upon conversion would not
violate the federal communications laws.

Conversion Rate Adfustment. If we consolidate or merge with another entity such that we are not the
surviving entity or the transaction results in a change in our common stock, or if we sell all or substantially all of our
property and assets to another entity, each share of our series LMCN-V common stock is convertible into the
number of shares of capital stock or other property received by the holder of a number of shares of our common
stock into which the shares of our series LMCN-V common stock could have been converted immediately before the
transaction.

Liguidation Rights. In the event of the liquidation of our company, the holders of our series LMCN-V
common stock are entitled to receive, at the same time as any distribution to holders of our commen stock, an
aggregate amount per share equal o the product of:

¢ the aggregate amount to be distributed per share to holders of our common stock; and
e the LMCN-V formula number in effect on the date of the distribution.

Transfer Restriction. Holders of our series LMCN-V common stock are subject to a transfer restriction that
prevents these holders, without obtaining prior consent from us, from transferring their shares of our series LMCN-
V common stock to any person other than a “permitted transferee”, The transfer restriction applicable to holders of
our series LMCN-V common stock is identical to the transfer restriction applicable to holders of our series LMC
common stock. See “Series LMC Common Stock—Transfer Restriction™.
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DESCRIPTION OF THE WARRANTS

The following description of the terms of the warrants sets forth certain general terms and provisions of the
warrants to which any prospectus supplement may relate. We may issue warrants for the purchase of debt securities,
preferred stock, series common stock or common stock. Warrants may be issued independently or together with debt
securities, preferred stock, series common stock or common stock offered by any prospectus supplement and may be
attached to or separate from any such offered securities. Each series of warrants will be issued under a separate
warrant agreement to be entered into between us and a bank or trust company, as warrant agent. The warrant agent
will act solely as our agent in connection with the warrants and will not assume any obligation or relationship of
agency or trust for or with any holders or beneficial owners of warrants. The following summary of certain
provisions of the warrants does not purport to be complete and is subject to, and qualified in its entirety by reference
to, the provisions of the warrant agreement that will be filed with the SEC in connection with the offering of such
warranis.
Debt Warrants

The prospectus supplement relating to a particular issue of debt warrants will describe the terms of such
debt warrants, including the following:

¢  the title of such debt warrants;

#  the offering price for such debt warrants, if any;

» the aggrepate number of such debt warrants;

s  the desipnation and terms of the debt securities purchasable upon exercise of such debt warrants;

« if applicable, the designation and terms of the debt securities with which such debt warrants are issued
and the number of such debt warrants issued with each such debt security;

s if applicable, the date from and afier which such debt warrans and any debi securities issued therewith
will be separately transferable;

» the principal amount of debt securities purchasable upon exercise of a debt warrant and the price at
which such principal amount of debt securities may be purchased upon exercise (which price may be
payable in cash, securities, or other property);

« the date on which the right to exercise such debt warrants shall commence and the date on which such
right shall expire;

¢ ifapplicable, the minimum or maximum amount of such debt warrants that may be exercised at any
one time;

*  whether the debt warrants represented by the debt warrant certificates or debt securities that may be
issued upon exercise of the debt warrants will be issued in registered or bearer form;

+  information with respect to book-entry procedures, if any;

»  the currency or currency units in which the offering price, if any, and the exercise price are payable;
» if applicable, a discussion of material United States federal income tax considerations;

¢ the antidilution or adjustment provisions of such debt warrants, if any;

e the redemption or call provisions, if any, applicable to such debt warrants; and
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any additional terms of such debt warrants, including terms, procedures, and limitations relating to the
exchange and exercise of such debt warrants,

Stock Warrants

The prospectus supplement relating to any particular issue of preferred stock warrants, series common
stock warrants or commeon stock warrants will describe the terms of such warrants, including the following:

-

the title of such warmrants;
the offering price for such warrants, if any;
the aggregate number of such warrants;

the designation and terms of the common stock, series common stock or preferred stock purchasable
upon exercise of such warrants;

if applicable, the designation and terms of the offered securities with which such warrants are issued
and the number of such warrants issued with each such offered security;

if applicable, the date from and after which such warrants and any offered securities issued therewith
will be separately transferable;

the number of shares of common stock, series common stock or preferred stock purchasable upon
exercise of a warrant and the price at which such shares may be purchased upon exercise;

the date on which the right to exercise such warrants shall commence and the date on which such right
shall expire;

if applicable, the minimum or maximum amount of such warrants that may be exercised at any one
time;

the currency or currency units in which the offering price, if any, and the exercise price are payable;
if applicable, a discussion of material United States federal income tax considerations;

the antidilution provisions of such warrants, if any;

the redemption or call provisions, if any, applicable to such warrants; and

any additional terms of such warrants, including terms, procedures and limitations relating to the
exchange and exercise of such warrants.

PLAN OF DISTRIBUTION

We may sell the debt securities, preferred stock, series common stock, common stock or warranis {together
referred to as the “offered securities™) to one or more underwriters or dealers for public offering and sale by them or
may sell the offered securities to investors directly, including through the Intemet, or through agents. The prospectus
supplement with respect to the offered securities offered thereby, describes the terms of the offering of such offered
securities and the method of distribution of the offered securities offered thereby and identifies any firms acting as
underwriters, dealers or agents in connection therewith.

The offered securities may be distributed from time to time in one or more transactions at a fixed price or
prices (which may be changed) or at prices determined as specified in the prospectus supplement. In connection with
the sale of the offered securities, underwriters, dealers or agents may be deemed to have received compensation
from us in the form of underwriting discounts or commissions and may also receive commissions from purchasers of
the offered secarities for whom they may act as agent, Underwriters may sell the offered securities to or through
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dealers, and such dealers may receive compensation in the form of discounts, concessions or commissions from the
underwriters or commissions from the purchasers for whom they may act as agent. Certain of the underwriters,
dezlers or agents who participate in the distribution of the offered securities may engage in other transactions with,
and perform other services for us, America Online, Time Warner, TWC and TBS in the ordinary course of business.

Any underwriting compensation paid by us to underwriters or agents in connection with the offering of the
offered securities, and any discounts, concessions or commissions allowed by underwriters to dealers, are set forth in
the prospectus suppiement. Underwriters, dealers and agents participating in the distribution of the offered securities
may be deemed to be underwriters, and any discounts and commissions received by them and any profit realized by
them on the resale of the offered securities may be deemed to be underwriting discounts and commissions under the
Securities Act. Underwriters and their controlling persons, dealers and agents may be entitled, under agreements
entered into with us, to indemnification against and contribution toward certain civil liabilities, including liabilities
under the Securities Act.

Certain persons participating in this offering may engage in transactions that stabilize, maintain or
otherwise affect the price of the securities, including over-aliotment, stabilizing and short-covering transactions in
such securities, and the imposition of a penalty bid, in connection with the offering.

LEGAL OPINIONS

Certain legal matters in connection with the offered securities will be passed upon for us, America Online,
Time Warner, TWC and TBS by Cravath, Swaine & Moore, Worldwide Plaza, 825 Eighth Avenue, New York, New
York 10019,

EXPERTS

Emnst & Young LLP, independent auditors, have audited the consolidated balance sheet of AOL Time
Wamer at December 31, 2000 included in AOL Time Warner’s Current Report on Form 8-K/A dated January 11,
2001, as set forth in their report. We have incorporated by reference the consolidated balance sheet in this
prospectus and elsewhere in the registration statement in reliance on Emst & Young LLP’s report, given on their
authority as experts in accounting and auditing,

Emst & Young LLP, independent auditors, have audited the consolidated financial statements of America
Online for the three years ended June 30, 2000, included in America Online’s Annual Report on Form 10-K for the
year ended June 30, 2000, as amended, as set forth in their report, which is incorporated by reference in this
prospectus and elsewhere in the registration statement. These consolidated financial statements are incorporated by
reference in reliance on Ernst & Young LLP’s report, given on their authority as experts in accounting and auditing,

Emnst & Young LLP, independent auditors, have audited the consolidated financial statements, schedule
and supplementary information of Time Warner, the consolidated financial statements and schedutes of Time
Warner Entertainment Company, L.P. and Wamer Communications Inc., and the consolidated financial statements
of American Television and Communications Corporation for the three years ended December 31, 2000, included in
AOL Time Wammer’s Current Report on Form 8-K/A dated January 11, 2001, and the consolidated financial
statements, schedule and supplementary information of Time Warner and the consolidated financial statements and
schedule of TWE for the three years ended December 31, 1999, included in Time Wamer’s Annual Report on Form
10-K for the year ended December 31, 1999, as amended, as set forth in their reports, which are incorporated by
reference in this prospectus and elsewhere in the registration statement. These consolidated financial statements,
schedules and supplementary information are incorporated by reference in reliance on Emst & Young LLP’s reports,
given on their authority as experts in accounting and auditing.

No person is authorized to give any information or to make any representations other than those contained
in this prospectus or any accompanying prospectus supplement in connection with the offer made by this prospectus
or any prospectus supplement, and, if' given or made, such other information ot representations must not be relied
upon as having been authorized by us, America Online, Time Warner, TWC or TBS or by any underwritet, dealer or
agent.
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GENERAL INFORMATION FOR
THE LUXEMBOURG STOCK EXCHANGE LISTING PROSPECTUS

So long as the securities are listed on the Luxembourg Stock Exchange, copies of the restated certificate of
incorporation, as amended, of each of America Online, Time Wamer, TWC and TBS may be obtained free of charge at the office
of our Luxembourg agent, Kredietbank S.A. Luxembourgeoise. So long as the securities are listed on the Luxembourg Stock
Exchange, any appointment of or change in the Luxembourg agent will be published in Luxembourg in the manner set forth under
“Description of the Notes and the Debentures—Notices™ in the prospectus supplement.

Other than as disclosed or contemplated in the prospectus supplement, the accompanying prospectus or in the documents
incorporated by reference in those documents, as of the date of the prospectus supplement, none of America Online, Time
Warner, TWC or TBS is involved in litigation, arbitration, or administrative proceedings relating to claims or amounts that are
naterial in the context of the issue of the securities,

The tables on the following pages set forth:

e the consolidated financial statements of AOL Time Warner for the years ended December 31, 2001 and 2000 (the
“December 31, 2001 Consolidated Financial Statements”}, which include as supplementary information the
condensed consolidating financial statements of America Online, Time Wamer, TWC and TBS (in each case,
reflecting investments in its consolidated subsidiaries under the equity method of accounting), and

e the pro forma consolidated financial statements of AOL Time Warner as of and for the year ended December 31,
2000,

The December 31, 2001 Consolidated Financial Statements of AOL Time Wamer should be read in conjunction with the
notes thereto. The pro forma consolidated financial statements are presented to illustrate the effects of the January 11, 2001
merger of America Online and Time Wamer on the historical financial position and operating results of America Online and
Time Warner. AOL Time Warner does not separately present capitalization information for the guarantors as their financial
information is consolidated with the consolidated financial statements of AOL Time Warner.

The pro forma consolidated financial statements of AOL Time Wamer are presented for informational purposes only and
are not pecessarily indicative of the financial position or results of operations of AQOL Time Warner that would have occurred had
the merger been consummated as of the dates indicated. In addition, the pro forma consolidated financial statements are not
necessarily indicative of the future financial condition or operating results of AOL Time Warner.

AOL Time Wamer adopted, effective January 1, 2002, new accounting rules for goodwill and certain intangible assets.
Among the requirements of the new rules is that goodwill and certain intangible assets be assessed for impairment using fair
value measurement techniques. During the first quarter of 2002, ACL Time Warner completed its impairment review and has
recorded a $54 billion noncash pretax charge for the impairment of goodwill, substantially all of which was generated in the
merger of America Online and Time Warner. The charge reflects overall market declines since the merger was announced in
January 2000, is non-operationa) in nature and is reflected as a cumulative effect of an accounting change in AQL Time Warner's
consolidated financial statements.

For as long as the securities are listed on the Luxembourg Stock Exchange, copies of AOL Time Warmer's Annual
Report on Form 10-K for the year ended December 31, 2001 (filing date March 25, 2002), as amended by Amendment No, 1 on
Form 10-K/A dated March 26, 2002 (filing date March 26, 2002), as well as all future annual reports on Form 10-X and quarterly
reports on Form 10-Q of AOL Time Wamer may be obtained free of charge at the office of our Luxembourg agent.
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AOL TIME WARNER INC.
CONSOLIDATED BALANCE SHEET

December 31,
(millons, except per share amounts)

2001 2000 2000
Historical Pro Forma™ Historical!

ASSETS
Current assets
Cash and eQUIVEAIENLS .....c.vuveee e ettt ss et sme s et saa b st enesenin g 719 $ 3300 3 2,610
SHOM-tEIT INVESIMENTS 1ovveeeeeciiivtiivsinveeer s ssbesssssnssrassteras smvessssssonsssnssessestensesssinsire -— 886 886
Receivables, less allowances of $1.889 billion, $1.725 billion and $97 miillion....... 6,054 6,033 464
I VI OTIES ettt iteestesrn e st e enecesetshbetan s tae b ameeme s satasbna b st sabeauen s bbosabara sbn s smn s e enmesaseeas 1,791 1,583 —
Prepaid expenses and ofher CUITent aS8eLS.........cvvnee et sinsnisnssre st s sransss crsrans 1,710 1,908 711
TOtAl CUTTEIIL ASSEES..0evveiereieeeesieeivsssssisseassesserssessosssessnsssressnsisasssaresnsesmsssssassesnsosnsassnse 10,274 13,710 4,671
Noncurrent inventories and film Costs......iii i 6,853 6,235 —_
Investments, including available-for-sale SECUMHES......c.ocoinrrore v 6,886 9472 3,824
Property, plant and eqQUIPINEIIL. ..........ccereiereer oot g sersesseenenebens seaceses 12,684 11,174 1,041
Music catalogues and COPYTIZHES ......ccoveiienirrnremrme e st s seseseses e et enepeneanase 2,927 2,500 —_
Cable television and sports FANCHHSES........c...cueesimesieinsssctrmrnressisssnsssnssstarararenras 27,109 31,700 —
Brands and trademarks ......c..co..oivireeeveieeeesieinienicerraressesssiesernstenssssesesssssnssssavasssnnenes 10,684 10,000 —
Goodwill and other intangible assets.........couvrreonrieninascrecsmren s ssessesesar e 128,338 128,824 713
OHhET ASSEES ..eovviveirerere et s s st e ese e et s e ar e sae e st ente b b et erasrrns e tenstbestsRssnasaranrasnrs 2,804 2,432 578
TOLAL BSSELS - - eiveueviteerinrreesrresestesesastentsarerns oabeserasssssasreanaseesoasaeansanresararsses essaneserensast $ 208,559 § 216,047 § 10,827
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities
ACCOUNLS PAYADIE ..cvoveecireicisasrer et et araas s eeseseast e s sy amsssssassseserensasesemesansansrs $ 2,257 % 2,125 % 105
Participations Payable ... e e s e 1,253 1,190 e
Royalties and programming costs payable ................................................................ 1,515 1,488 ——
Deferred revenue.. e teeaeisbet e s e e e aatie Aot bebe rE et et e At sate L e e s eeente e e rrenaTataeresannare 1,456 1,660 1,063
Debt due within one year .......................................................................................... 43 45 2
Other CUITENE HADILIIES. . v.vvrirereririiresirreesroraissrssssrernseostsressneransererstsvasasessersssnsrsnsrests 6,443 6,163 1,158
Total current HADilIHES ...coccorerrieeee et siaree e cenrebessr s e besbrssr e s srees st esssbaens 12,972 12,671 2,328
LONG-EIT dBDBL.....ovreere ettt e asssar e i et bbb st e e 22,792 21,318 1,411
DefeITEd INCOIME TAKES. .. eeeeeeereeeirieereraereeeee et vrres s resmeamentssbssbtnrmsnsessesbasns e r e rerarnnrennss 11,260 15,165 —
D EITEd TEVEIIUE .. eiveivei it seesreesreesmeeaesrsetressssansesstesssobbrors smssims sabtaabavaras sensssssns 1,054 1,277 223
Other TabIEICS .....eee ettt re s e e et es b b s cen e e s svabs bt ea sba semnsnasamnbenaasts 4,819 4,050 87
MIDOTIEY TRIEIESES ...cviiiiieerereiiecee e s remnss e seen s e ssassss st e m s b n s b s sanaene 3,591 3,364 —
Mandatorily redecmable preferred securities of a subsidiary holding solely

debentures of a subsidiary of the COmMPany.........cuenmeremecrmorsestimssseraeescegeans — 575 —_
Shareholders’ equity
Series LMCN-V common stock, $.01 par value, 171.2 million shares outstanding

at December 31, 2001 and December 31, 2000 pro forma........cccceceercverurrvnronares 2 2 —_
AOL Time Wamer (and America Online as predecessor) common stock, $.01 par

value, 4.258, 4.101 and 2.379 billion shares outstanding.............coevrverrerrreirnrrones 42 41 24
Paid-inn CAPHAL .......ccooorierrire ettt e e e re s e e mas et et e e nte 155,172 155,796 4,966
Accumulated other comprehensive INCOME, NEL......v v crcomiermrererescmsiinccssiraninsrnneres 49 61 61
Retained €arnings (1055) ....ocorvivirrrsmreecessisisssmrsrssrsssrsem st asamasasssasresiessssstannsssnsres (3,194) 1,727 1,727
Total ShAreholders” EQUILY ... eve..eeeecveveerrccrrscreeverercssssssssrersssmesensemssrssassrsressronserareacs 152,071 157,627 6,778
Total liabilities and shareholders’ eqUIty ........cccorvmensmercnininm s $ 208559 § 216047 § 10,827

(a) AOL Time Warner's historical financial statements for the prior period represent the financial results of America Online, as predecessor to AOL Time Warner. In order
1o enhance comparability, unaudited pro forma financial statements for 2000 are presented supplementally as if the merger of America Cnline and Time Warner had

occwred at the beginning of 2000 (Note 1).



AOL TIME WARNER INC.

CONSOLIDATED STATEMENT OF OPERATIONS

Years Ended December 31,
(milions, except per share amounts}
2001 2000 2000 1999
Historical Pro Forma™ Historical” Historical
Revenues:
SUBSCHPLONS ...cvveerirn e ssans e $ 16,543 § 14,733 $ 4,771 $ 3874
Advertising and COMIMETCE ........cervrererrerrirereremsssssarersssssserses 8,487 8,744 2,369 1,240
Content and OthET.....c..cviveieei it er s sbessesss e ssasnes 13,204 12,736 557 610
Total revenues®™ 38,234 36,213 7,703 5,724
Cost of revenues™............woenreen . (20,704) (19,887) (3,874) (3,324)
Selling, general and adminiStrAtive™ ... ... e vcmmmmmmersssosmsssssmsceree (9,596) (9,550) (1,902) {1,390)
Amortization of goodwill and other intangible assets ..........c.ocrvreea, (7,231) (7,032) (100) (68)
Gain on sale or exchange of cable television systems........c.ouveieiees —_ 28 — —
Merger-related COSES......c.ovvrier et {250) (155) 1) {123)
Operating income (108S) ....ccuveriiirr et e st 453 (383) 1,817 819
Interest inCOME (SXPENSE), NEL.....c.ovvreerreirrsrrminsrinseesssns s rsennetonsaes (1,379) (1,373) 275 138
Other income (expense), NEt™ ...t ressemr s (3,539) (1,356) (208) 677
Minority interest EXPENSE .....cvoveiirrreemresierr e rreesessenses (Gl (264) — —
Income (loss) before income taxes and cumulative effect of
ACCOUNtNgG ChANEE .....cooove ettt ren s ars s (4,775) (3,376) 1,884 1,634
INCOME 14X PIOVISION .....eeveteecerecrerer et saneess e rsne s ear e sirersrerses s ransens (146) (551) (732) (607
Income (loss) before cumulative effect of accounting change .......... {4,921) (3,927 1,152 1,027
Cumulative effect of accounting change, net of $295 million income
AX BENETIL ...t ee s st e e e — (443) — —
NEEIICOME (I0SS).vvvvvevvverro e erreeoemssmsesssesiseseeesssssseemmssssssssssseeniessees (4,921) (4,370) 1,152 1,027
Preferred dividend requirements ... — (4 — —
Net income (loss) applicable to common shares ..........oceeinenniienens 3 (4,921) $ (4384) 3 1,152 § 1,027
Basic income (loss) per common share before cumulative effect of
ACCOUNEING CRANGE ....covvr e b er e s 8 1 $ (092 § 0.50 § 047
Cumulative effect of accounting change ... cvivesirniseiisennes — (0.10) — —
Basic net income (loss) per common share ...........cceceivimcrcmiiniresns $ (L.ID) $ (.02) % 0.50 $ 0.47
Average basic common shares ... ~4,429.] 4,300.8 2,323.0 2,199.0
Diluted income (loss) per common share before cumulative effect of
ACCOUNLINE CHANEE ...cocverrerrerriee et et st rensaens $ (L11) 5 (@©92) $ 0.45 3 0.40
Cumulative effect of accounting Change ...........ocrvvvermserscrrsscsssresinse — (0.10) —- —
Diluted net income {loss) per common share ..........ccccoevrriiiieenans 5 (1.11) $ (.02) $ 0.45 3 0.40
Average diluted common Shares ..o eeiesei e 4.429.1 4.300.8 2,595.0 2,599.0

(a) AOL Time Warnet’s historical financial statements for the prior periods represent the financial results of America Online, as predecessor to AQL Time Warner. In
order to enhance comparability, unaudited pro forma financial statements for 2000 are presented supplementally as if the merger of America Online and Time

Wamer had occurred at the beginning of 2000 (Note 1),

(b) Includes the following income (expenses) resulting from transactions with related companies:

Revenues s 721
08t OF TEVEIIUES......crvmvermrusnessinems sisnans sssres s sssatsass s ssas st ser s hasass b ree s setsssesearevaasassne (327)

Setling, general and administrative..
Other income (expense), net......

[ 762
(212)
(32}
(19)
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AOL TIME WARNER INC.
CONSOLIDATED STATEMENT OF CASH FLOWS

Years Ended December 31,
(miltions)
2001 2000 2000 1999
Historfeal Pro Forma®™ Historfcal™ Historical
OPERATING ACTIVITIES
NEt INCOME (JOSS) -...eoverrrarrarrmemrirseeresereremsttessrsasaresesessussresassssmsarssnssenssasese $(4921) $ (@4370) § 1,152 $ 1,027
Adjustments for noncash and nonoperating items:
Cumulative effect of accounting change ...........oecevriermeneianonn — 443 — —
Depreciation and amortization..........c.coceveeereesenerecenisisseens 9,203 8,650 444 36
Amortization of film COSES . evureerrvrrrererrere s sereceree s s eresenenes 2,380 2,032 — —
Loss on writedown of iNVEStMENLS .............ccccevmrmesreeieeseesnerrsrisssnses 2,537 517 465 —_
Net gains on sale of INVESUTIENLS —....vvuervrereeicntsinamreressiesssiniessemsiinn (34) (486) (358) (681}
Net gains on sale or exchange of cable systems and investments .. — (37 — —
Equity in losses of other investee companies after distributions .... 975 1,224 36 5
Changes in operating assets and liabilities, net of acquisitions: ...............
Receivables.......o.....c.cciiirriiinieirses s rsereranssamares e rssssesssesssnens (484) (924) (84) (134)
TIVEILOTIES . ee.vveitissrevessre et ree e e emnsarre s sras e enevaberaranas s sseabnaraensnnnen {2,801) (2,291) —_ —
Accounts payable and other liabilities.........ccoovvvomiiciiinnrciiiens (1,952) 1,259 1,014 1,543
Other balance sheet changes........cco v rrnin i s 391 {1,373) (711) (436)
Cash provided by operating activities .........cocveverernriecsrcvcmmniessrnnesnsirens 5,294 4,644 1,958 1,640
INVESTING ACTIVITIES
Acquisition of Time Warner Inc. cash and equivalents ............................ 690 — — —
Investments and acquisitions... 4,177} {3,758) {2,348} (2,476)
Capital expenditures and product development costs ............................... (3,634) (3,560) (785) (612)
INVESIMENT PLOCEEAS ....ovitvicree et s e sre bbb r et 1,851 1,431 812 769
OBET....coieirer et es s erae e e e s ras e bt s s s ead R er s rem bbb e s et s — 2) (2} (28)
Cash used by investing activities.........ccovivenrinnnirinane s e snnes (5,270) (5,889) (2,323) (2,347)
FINANCING ACTIVITIES
BOITOWINEZS - ..cevevreeriaeassnaresssnssras seessctossespemsasssass benesonbentosstsnesrn pesaststsnases 10,692 4,660 104 1,286
DBt TEPAYITIENLS . 11evecvrrevirirerrrrecestesessrersntense st eneseresnasmsassrensasas bt onronases (9,900) (3,043) (1) (22)
Borrowings against future stock option proceeds..........oovnniiniressennns —_— 2 — —
Repayments of borrowings against future stock opticn proceeds ............ — (1,245} — —
Redemption of mandatorily redeemable preferred securities of
SUDSIAIATY -.ocvevterccrriree e rrcecr e e r e sb e s em b ba bt s eranmssas e b en s nabbabans (575) —_ — —
Proceeds from issuance of stock, primarily exercise of stock option and
dividend reimbursement plans.... . 926 704 318 494
Repurchases of common StoCK.........c.vcvinvnernnirisieniniemiasrsss s (3,031) (65) — —
Dividends paid and partnership distributions (63) (306) — —
OHBET....oriectitienies st res st srns e s e st s sses era b as s besesra e aas R et sas 36 — — (29)
Cash provided (used) by financing activities .........ecvecnviccriirinericrianiens (1,915) 707 421 1,729
INCREASE (DECREASE) IN CASH AND EQUIVALENTS........... (1,891) (538) 56 1,022
CASH AND EQUIVALENTS AT BEGINNING OF PERIOD ......... 2,610 3,838 2,554 1,532
CASH AND EQUIVALENTS AT ENDOFPERIOD ....................., 3 719 $ 3,300 3 2610 $ 2,554
(a) AOL Time Warner's historical financial staternents for the prior periods represent the financial results of America Online, as predecessor to AOL Time Wamer. In

order to enhance comparability, unaudited pro formna financial statements for 2000 are presented supplementally as if the merger of America Online and Time

Warner had occurred at the beginning of 2000 (Note 1}.
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AOL TIME WARNER INC.
CONSOLIDATED STATEMENT OF SHAREHOLDERS’ EQUITY

{millions)

BALANCE AT DECEMBER 31, 1998.........ccocoonininnicitccerans e
NELINCOMIE ... e cererrccreeceeersarseserarsesesstrrssraressons ssssnareassasteuasetonssens
Unrealized gains on securities, net of $820 million tax provision............

Comprehensive inCome ...

Investment in Gateway INC........cccrverieirmirenenr s s nscnes
Shares issued in connection with the conversion of convertible debt ......
Shares issued pursuant to stock option, warrant and employee stock
purchase plans, including $551 million tax benefit..............cccoevennce.
Amortization of compensatory stock options ...
Sale OF SEOCK, NEL.......oiirrerrce e rersesrrsar s s ersrsastasssrs s assnebesssansbarerasens

BALANCE ATDECEMBER 31,1999 . .......oooerreresrersrensennes
NEEITICOIMIE .....oocvvervveercrrenerrerss s s tesreesrassses s aseassrnsenssssssnntsnsbranbasatestonstonsen
Realized and unrealized losses on derivative financial instruments, net
of 2 $1 million tax benefit .......coeieiiiiiniiniensieenissen sttt s e
Unrealized losses on securities, net of 3861 miltion tax benefit ..............
Comprehensive 1088, ... e srmr s s s

Shares issued for ACQUISIEIONS ......ocvvririvsiiinsn s s
Shares issued in connection with the conversion of convertible debt ......
Shares issued pursuant to stock option and employee stock purchase
plans, including $711 million tax benefit.........ccocevcvvivirc v,
Amortization of compensatory stock OptionSs ...,

BALANCE AT DECEMBER 31, 2000...........coocniiiminneccrnnccinenens
Shares issued in connection with the America Online-Time Wamer
INEEEET ovvovcviveeeeeresese s esanaseatos ot amsameaems e rrenansaresaresaatarse s savassannsonmsane
Reversal of America Onling’s deferred tax valuation allowance..............
Balance at December 31, 2000 adjusted to give effect to America
Online-Time WAarmer Merger.........coouioierimmesmesiesssraser s saserasssassens
INEE LOSS™...oo oo eecesene e ssssses s esesse s es s 25085 8 R e
Foreign currency translation adjustments. ..o
Unrealized gains on securities, net of $2 million tax provision®
Realized and unrealized losses on derivative financial instruments, net
of $3 million tax benefit...........criereimrsrminirmienieermeeeer
Comprehensive (l0SS) .......ccovcearercrercscrrsrercren s snssssesnsasessmnsasns

Repurchases of AOL Time Warner common StocK........cvvvrvvrurenrirererenees

Shares issued pursuant to stock options, restricted stock, dividend
reinvestment and benefit plans including $1.446 billion income tax
DENEfit.....ceeeeitcer s

Retained
Earnings
Paid-In {(Accumulated
Capital Deficit) Total
$ 2,134 b (292) $ 1,862
e 1,027 1,027
— 1,339 1,339
— 2,366 2,366
100 - 100
101 — 101
1,032 1,035
21 — 21
10 — 10
868 (32) 836
4,266 2,042 6,331
— 1,152 1,152
— (1) 1)
— (1,405} {1,405)
—_ (254) (254)
275 — 275
244 — 244
1,028 — 1,029
13 — 13
(860) — (860)
4,966 1,788 6,778
146,411 — 146,430
4,419 — 4,419
155,796 1,788 157,627
— @.921) (4,921)
— (11 (11)
— 4 4
— () (5)
— (4,933) (4,933)
(3,045) — (3,046)
2,421 — 2,423
$155172 § (3,145) $152,071

(a) Includes a $34 million pretax reduction (tax effect of $14 million) related to realized gains on the sale of securities in 2001 and an increase of $629 million pretax
(tax effect of $251 million) related to impainment charges on investments that had experienced othes-than-temporary declines. These charges are included in the

2001 net loss.



AOL TIME WARNER INC.
SUPPLEMENTARY INFORMATION
CONDENSED CONSOLIDATING FINANCIAL STATEMENTS

America Online, Inc. (“America Online”), Time Wamer Inc. (*“Time Wamer”), Time Wamer Companies, Inc. (“TW
Companies™) and Tumner Broadcasting System, Inc. (“TBS” and, together with America Online, Time Wamer and TW
Companies, the “Guarantor Subsidiaries™) are wholly owned subsidiaries of AOL Time Warner Inc. (“AOL Time Warner™). ACL
Time Wamer, America Cnline, Time Warner, TW Companies and TBS have fully and unconditionally, jointly and severally, and
directly or indirectly, guaranteed all of the outstanding publicly traded indebtedness of each other. Set forth below are condensed
consolidating financial statements of ACL Time Warner, including each of the Guarantor Subsidiaries, presented for the
information of each company’s public debtholders. The following condensed consolidating financial statements present the
results of operations, financial position and cash flows of (i) America Online, Time Warner, TW Companies and TBS (in each
case, reflecting investments in its consolidated subsidiaries under the equity method of accounting), (ii) the direct and indirect
non-guarantor subsidiaries of AOL Time Warner and (iii) the eliminations necessary to arrive at the information for AOL Time
Warner on a consolidated basis. These condensed consolidating financial statements should be read in conjunction with the
accompanying consolidated financial statements of AOL Time Warner.

Consolidating Statement of Operations
For The Year Ended December 31, 2001

Non- AOL Time
AOL Time America Time ™ Guarantor Warner
‘Warner Online Warner Companies TBS Subsidiaries Eliminations Conselidated
(millions)
ReVEHUES ....corecrirecrecrirerenrianes 3 — $ 6804 § — 8 — 3 796 3 30,839 §  (205) $ 38,234
Cost of revenues..........cecevea. — (3,580) — — (339) (16,990) 205 {20,704)
Selling, general and

administrative ... (31) {1,539) (36) (14) (163) (7,813) — (9,596)
Amortization of goodwill and

other intangible assets......... (359) (20) — — (299) (6,553) e (7,231)
Merger-related costs.............. (E))] (235) — — — (6) — (250)
Operating income (loss) ........ (399) 1,430 (36) (14) (5) (523) — 453
Equity in pretax income of

consolidated subsidiaries....  (4,151) 666 (5,050) (3,481) (593) — 12,609 —
Interest income {expense),

11 OO UUOIN (216) 90 (38} (406) (157) (652) — (1,379)
Other expense, net................. e)) (1,147) (66) (213) (14) (1,979) (111) (3,539)
Minority interest expense...... — — — — — (310) -—_ 310y
Income (loss) before income

L2 -1 JO S (4,775) 1,039 (5,190) (4,114) (769) (3,464) 12,498 (4,775)
Income tax provision............ (146) (424) 28 41 (247) (663) 1,265 (146)
Net income (loss) ......o........... $ (4921) § 615 8§ (5162) § (4,073) $§ (L,016) § (4,127) § 13,763 § (4,921)
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AOL TIME WARNER INC.
SUPPLEMENTARY INFORMATION
CONDENSED CONSOLIDATING FINANCIAL STATEMENTS -— (Continued)

Consolidating Statement of Operations
For The Year Ended December 31, 2000

America
Onplipe
(predecessor Non- AOL Time
to AOL Time Time ™ Guarantor Warner
‘Warner) Warner Companies TBS Subsidiaries Eliminations Consolidated
(millions)

REVEIUES 1..ec.coiereen et sereenssensnsnsnse $ 5971 § — § — % — % 1732 3 — 8 7,703
Cost 0f TEVENUES ....ovvvverecaerenrerneneennne (3,180) — — — {694) — (3,874)
Selling, general and administrative ... (1,478) — —_ — (424) — (1,902)
Amortization of goodwill and other

intangible assets..........cerrereienrans 7 —_ — —_ (93) — (100)
Merger-related costs..........ocovuneeciine, 3 — — — {13) — o)
Operating iNCOME ......vveeereviiieernsians 1,309 — — — 508 — 1,817
Equity in pretax income of

consolidated subsidiaries.............. 516 — — — —_— (516) —
Interest income, NEt ......cvveeeceeerinrienne — — - — 275 — 275
Other income (expense), net.............. 59 — — — (267) -— (208)
Income before income taxes.............. 1,884 —_ — — 516 (516) 1,884
Income tax provision..........cceeeeees (732) — — — — — (732)
NEt INCOME 1...covvrrrerrersnesnesrsensrnseees 8 1,152 8§ — § — § — § 516 8§ (516) S 1,152
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AOL TIME WARNER INC.
SUPPLEMENTARY INFORMATION

CONDENSED CONSOLIDATING FINANCIAL STATEMENTS — (Continued)

Consolidating Balance Sheet
December 31, 2001
Non- AOL Time
AOL Time  America Time ™ Guarsntor Warner
Warner Ontine Warner Companies TBS Subsidiaries Eliminations  Consolidated
(millions)
ASSETS
Current assets
Cash and equivalents ........... $ (10) § 41 3 —$ 1837% 8 § 499 3 (1,734) § 719
Receivables, net 36 555 19 10 114 5,320 - 6,054
Iventories ...covecconninne — — — — 170 1,621 — 1,791
Prepaid expenses and other
current assets ......covmiivennn, 15 277 -— — 6 1,412 — 1,710
Total current assets ... 4] 873 19 1,847 376 8,852 (1,734) 10,274
oncurrent inventories and
FilM COSLS wovvvernererinerssenions —_ — —_ — 267 6,574 12 6,853
Investments in amounts due
to and from consolidated
SubSIdiaries ...ccouevvvrernrenneas 159,460 2,635 174,094 135,182 34,071 — (505,442) —
Investments, including
available-for-sale
SECUTTES.oevervcrereeeraeirene a— 2,667 268 96 94 4,654 (893) 6,286
Property, plant and
(01111671 (1= 11 SRR 47 1,037 7 — 83 11,510 — 12,684
usic catalogues and
1257 13 4111 - — — — — — 2,927 — 2,927
Cable television and sports
FranChISES. v criiinssnrerianss — — — — — 27,109 —_ 27,109
Brands and trademarks .......... — — —_ — 641 10,043 — 10,684
Goodwill and other intangible
BSSELS, \uveenrvierraneneacsiisrens 9,759 134 — — 6,720 111,725 _ 128,338
Other assets... 97 393 69 47 83 2,115 e 2,804
Total a8ets ..ocrerrmerrerrererreens. 169404 $§ 7,739 $174,457 $137,172 $42,335 $ 185,509 § (508,057) $ 208,559
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable................... S 18 § 73 8 1% — 5 16 $ 2,149 § — 8 2,257
Participations payable............. — _ — — — 1,253 -— 1,253
Royalties and programming
costs payable .....oeiiinenen. — — — — — 1,515 — 1,515
Deferred revenue ... —_ 744 — —_ 1 11 —_ 1,456
Debt due within one year....... — — — — — 48 - 48
Other current liabilities.......... 248 1,074 34 154 167 4,806 (40) 6,443
Total current liabilities........... 266 1,891 35 154 184 10,482 (40} 12,972
Long-term debt .......ccccoeernee 5,697 1,488 2,066 6,040 79 8,445 (1,735) 22,792
Debt due to affiliates _ — — — 1,647 158 (1,805%) —
Deferred income taxes........... 11,260 (4,106) 15,366 13,285 2,162 15,446 {42,153) 11,260
Deferred revenue ..........oeecen. — T0 —_ —_ —_ 984 — 1,054
Other ligbilities .......o.cccocvnnnee 110 10 376 —_ 198 4,125 — 4,819
Minority interests.........ococueeee —_ — — — — 3,591 _ 3,591
Shareholders’ equity
Due (to} from AOL Time
Warner and subsidiaries .., — 912 10,685 4,928 (1,620) (12,836) (2,069) -—
Other shareholders’ equity..... 152,071 7474 145929 112,765 38,973 155,114 (460,255) 152,071
Total shareholders® equity ..... 152,071 8386 156,614 117,693 37353 142,278 (462,324) 152,071
Total liabilities and
shareholders’ equity ......... 5169404 § 7,739 $174,457 §137,172 $42,335 § 185,509 $ (508,057) § 208,559
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Current assets
Cash and equivalents

Receivables, net

Total current assets

Current liabilities
Accounts payable
Deferred revenue

Long-term debt
Deferred revenue
Other liabilities
Minority interests
Shareholders’ equity

AOL TIME WARNER INC.,
SUPPLEMENTARY INFORMATION
CONDENSED CONSOLIDATING FINANCIAL STATEMENTS -~ (Continued)

Consolidating Balance Sheet

Investments, including

December 31, 2000
America
Online
(predecessor Non- AOL Time
to AOL Time Time ™w Guarantor Warner
Warner)  Warner Companies _ TBS Subsidiaries Eliminations Consolidated
(millions}
............................................... $ 25308% — 3§ — % — 3 80 % — 2,610
Short-term iNVestments..........c.veveeeeeeevcsiserrrereniraienes 880 — —_ — 6 —_ 886
....................................................... 455 — — — 9 — 464
Prepaid expenses and other current assets............... 375 — — — 336 — 711
.................................................. 4,240 — — _— 431 — 4,671
Investments in amounts due to and from
consolidated subsidiaries ...........ccocererornniinens L5311 —_ _ — — {1,511) —_
available-for-sale securities ........ccoconvercrcncrecrnns 3,734 — — — 90 — 3,824
Property, plant and equipment..........ccovrnisnvennes 866 — —_ — 175 — 1,041
Goodwill and other intangible assets..........oceevvennis 169 — — — 544 — 713
.............................................................. 190 — — — 388 — 578
.............................................................. £ 107108 — § — § — § 1628 § (1,511) § 10,827
LIABILITIES AND SHAREHOLDERS’ EQUITY
.................................................... b 463 — % — 5 — 3 59 % — 105
........................... 909 — — —_ 154 —_ 1,063
Debt due within one year...........ccncciiiinsinncin 2 — — —_ — — 2
Other current liabilities..........c.ococcvmeiininininee 1,029 — — — 129 — 1,158
Total current Habilities ..........c.oocoeenevverieerseerneraeranns 1,986 — —_— — 342 — 2,328
........................................................ 1,411 — —_ _— —_ — 1,411
..................................................... 223 — — —_ —_ — 223
........................................................ 82 — — _ 5 — 87
Due from ACL Time Wamer
......................................................... 296 — — — (296) — —
Other shareholders’ equity .........cocooieiivnnrcniniinnns 6,712 — — — 1,577 (1,511) 6,778
Total shareholders’ equity ......c.cocoevnimnceiiiinnnnes 7,008 — — — 1,281 (1,511) 6,778
Total liabifities and shareholders’
I crven et tee st arserr s e ettt st ea e s s b en e pnaees $ 107108 — § — $§ — § 1,628 § (1,511) § 10,827
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AOL TIME WARNER INC,

SUPPLEMENTARY INFORMATION

CONDENSED CONSOLIDATING FINANCIAL STATEMENTS — (Continued)

OPERATING ACTIVITIES
Net income (1088)......coennrirnrervncniscnenss
Adjustments for noncash and
nonoperating items:
Depreciation and amortization..........
Amortization of film costs ...............
Loss on writedown of investments...
Gain on sale of investments..............
Excess (deficiency) of distributions
over equity in pretax income of
consolidated subsidiaries................
Equity in losses of other investee
companies after distributions,........
Changes in operating assets and
liabilities, net of acquisitions..............
Cash provided (used) by operating
activities .. ceveererens
INVESTING ACTIVITIES
Acquisition of Time Warner Inc. cash
and equivalents...........oovveennarecinenens
Investrents and acquisitions ................
Advances to parents and consolidated
SUbSIdIAMIES ..covvv v
Capital expenditures .........ccooceevvivreivenns
Investment proceeds ...........coeveiriinerens
Cash provided (used) by investing
ACHVILIES ...oovenrec e
FINANCING ACTIVITIES
BOITOWINES ....ccveveereererreeeeeseervesinssasenes
Debt repayments .........occoocoeveeceeeerennnns
Change in due to/from parent ...............
Redemption of mandatorily
redeemable preferred securities of
subsidiary .......ccccvvereree e s
Proceeds from exercise of stock option
and dividend reimbursement plans.....
Repurchases of common stock..............
Dividends paid and partnership
distributions........ccooeveirirrnniaeciinnes

Cash provided (used) by financing
ACHVILIES +v.vvverersecrereereesnerrensnniessanssanens
INCREASE (DECREASE) IN
CASH AND EQUIVALENTS .........
CASH AND EQUIVALENTS AT
BEGINNING OF PERIOD..............
CASH AND EQUIVALENTS AT
ENDOFPERIOD .................

Consolidating Statement of Cash Flows
For The Year Ended December 31, 2001

AOL Non- AOL Time *
Time America ™ Guarantor Warner
Warner Online Time Warner  Companies TBS Subsidiaries  Eliminations Consolidated

(millions)
$(4,921) % 615 § (5162) $(4,073) § (1,016) § (4,127) $ 13,763 § (4,921)
370 381 2 — 307 8,143 — 9,203
_ —_ —_ — e 2,380 — 2,380
— 1,105 51 162 — 1,219 — 2,537
— @ — — — © - (34)
{290) (4,021) (1,517) 6,142 1,445 — (1,759) —
— 41 — 48 — 886 — 975
6,917 2,663 (286)  (2,538) (1,177} {5,179) (5,246) {4,846)
2,076 756 (6,912) (259) (441} 3,316 6,758 5,294
o —_ 1) 198 40 453 _— 690
—m (693) — — — (3,484) —_ {4,177)
_ — — 608 —_ 4,360 (4,968) —
_ (696) — — (50} (2,888) - (3,634)
— 1,713 — — — 138 — 1,851
— 324 (1) 806 (10} (1421) _ (4,968) _ (5270)
4,820 — 1,380 —_ —_ 6,986 (2,494) 10,692
— — (1,380)  (1,023) — (8,257) 760 {9,900)
(4,837) (3,628) 6,217 2,313 537 458 (1,760) —_
— — — — — (575) — (575)
926 59 — — — (29) (30) 926
(3,031) — — — — — — (3,031)
— — (4) — — (59) - (63)
36 — — — — — — 36
(2,086)  (3,569) 6,913 1,290 537 (1,476)  (3,524)  (1,915)
{10} (2,489) — 1,837 86 419 (1,734) (1,891)
— 2,530 — — — 80 — 2,610
$ (10)$ 4 $§  — $1837 86 § 499 $ (1,734) $ 719
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CONDENSED CONSOLIDATING FINANCIAL STATEMENTS — (Continued)

OPERATING ACTIVITIES
NEt iNCOME ...ceeeneeeamrreerraerrsrararesresorsseass
Adjustments for noncash and
nonoperating items:
Depreciation and amortization ..........
Loss on writedown of investments....
Gain (loss) on sale of investments.....
Equity in {income) losses of other
investee companies after
distributions ..o visevnnnenne
Changes in operating assets and
liabilities, net of acquisitions ...............
Cash provided by operating activities ...
INVESTING ACTIVITIES
Investments and acquisitions..................
Capital expenditures...........cococeuveeverrvenran
Investment proceeds..........ccornererrecananse
Other.....com s e
Cash used by investing activities............
FINANCING ACTIVITIES
BOIMOWINES.....ovvceirirrerecereneenransnsrnsins
Debt repayments............ccceourenriosinnes
Proceeds from exercise of stock option
and dividend reimbursement plans ......
Cash provided by financing activities ....
INCREASE (DECREASE) IN CASH
AND EQUIVALENTS..............ccooeen.
CASH AND EQUIVALENTS AT
BEGINNING OF PERIOD................

CASH AND EQUIVALENTS AT END

OF PERIOD ........ooniciirnenensrinisnees

AOL TIME WARNER INC.
SUPPLEMENTARY INFORMATION

Consolidating Statement of Cash Flows
For The Year Ended December 31, 2000

America
Online
{predecessor
to AOL Non- AOL Time
Time Time ™ Guarantor Warner
Warner) Warner Companies TBS  Subsidisries Eliminations Consolidated
(milllons)
3 1,182 $ — 3 — $— 3 516 £ (516) $ 1,152
222 — — —_ 222 — 444
—_ — —_ — 465 — 465
106 — — — (464) — (358)
(484) — - = 520 - 36
991 L (772) — 219
1,987 — - = 487 (516) 1,958
(2,251) — S — (97) — (2,348)
(537) — - = (248) — (785)
809 — — — 3 — 812
(291) — - = 289 — )
2210) __— — = (53) — (2323)
(136} —_ - - 240 — 104
6] — - - 6 — (3]
563 — i (245) 318
420 — — _— 1 — 421
137 — — — 435 (516) 56
2,393 — — = 161 — 2,554
$ 2530 $ — 5 — $— $ 59 S (516) § 2610




