
                      1 

Third Quarter 2012 

Financial Highlights 

November 1, 2012 



                      2 

  Forward-Looking Statements and Risk Factors 

This presentation contains forward-looking statements within the meaning of the “safe harbor” provisions of the Private Securities Litigation 

Reform Act of 1995, as amended, based on our current expectations, estimates and projections about our operations, industry, financial 

condition, performance, results of operations, and liquidity. Statements containing words such as “may,” “believe,” “anticipate,” “expect,” 

“intend,” “plan,” “project,” “projections,” “business outlook,” “estimate,” or similar expressions constitute forward-looking statements.  These 

forward-looking statements include, but are not limited to, statements about the proposed spin-off of the FTD segment; the review of 

strategic alternatives for the company’s other businesses; future financial performance; revenues; operating expenses; operating income; 

capital expenditures; depreciation and amortization; stock-based compensation; and planned marketing initiatives.  Potential factors that 

could cause actual results to differ materially from those in the forward-looking statements include, among others: the effects of the 

proposed spin-off or other transactions on our businesses; risks associated with the launch, integration or commercialization of new 

businesses, products, services, applications or features or the success of new business models; the severity and duration of current 

economic conditions; the effect of competition; the company’s inability to maintain or increase the number of free and pay accounts, 

visitors to its websites, and members of the floral network; risks associated with litigation and governmental regulations or investigations, 

including reviews of business practices such as marketing, billing, renewal, and post-transaction sales practices; problems associated with 

the company’s operations, systems or technologies; changes in marketing conditions and laws; the company’s inability to maintain or 

increase its advertising revenues; potential write down, reserve against or impairment of assets including receivables, goodwill, intangible 

assets or other assets; the company’s inability to enforce or defend its ownership and use of intellectual property; financial market risk 

resulting from fluctuations in foreign currency exchange rates, particularly the British Pound and Euro; changes in stock-based 

compensation due to future equity issuances or other reasons; changes in amortization or depreciation due to a variety of factors; changes 

in the floral industry;  the company’s inability to retain key customers, vendors and personnel; changes in tax laws, the company’s 

business or other factors that would impact anticipated tax benefits or the tax treatment of the proposed spin-off transaction; the impact of, 

and restrictions associated with, the company’s indebtedness; as well as the risk factors disclosed in the company’s filings with the 

Securities and Exchange Commission (www.sec.gov), including, without limitation, information under the captions “Management’s 

Discussion and Analysis of Financial Condition and Results of Operations” and “Risk Factors.”  Readers are cautioned not to place undue 

reliance on these forward-looking statements, which reflect management’s analysis only as the date hereof.  Any such forward-looking 

statements are not guarantees of future performance or results and involve risks and uncertainties that may cause actual performance and 

results to differ materially from those predicted.  Reported results should not be considered an indication of future performance.  Except as 

required by law, the company undertakes no obligation to publicly release the results of any revision to these forward-looking statements 

that may be made to reflect events or circumstances after the date hereof or to reflect the occurrence of unanticipated events. 
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Update on Planned Spin-Off of FTD  

• United Online is continuing to make progress in its plan to spin 

off FTD as an independent, publicly-traded company 

• Completion is expected by August 2013, targeting first half of 

2013(1) 

• Continuing to review strategic alternatives for Content & Media 

and Communications businesses in seeking to further unlock 

shareholder value 

 

(1) The transaction is subject to a number of conditions, including final approval of transaction specifics by the Board of Directors.  There can be no assurance that any separation or other transaction will occur or, if 

one does occur, there can be no assurance as to its terms or timing.  
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    Q3 2012 Results vs. Company Guidance  

   Q3 2012 Guidance Range  

Revenues 

Operating 

  Income 

Adjusted 

  OIBDA(1) 

$172.0 MM  $178.0 MM 

       Actual Q3 2012 

 $177.8 MM 

Near high end of 

guidance range   

$4.9 MM $8.9 MM 

$23.0 MM $27.0 MM 

 
 

(1) Footnote (1) in the Appendix defines Adjusted OIBDA.  A reconciliation to its most comparable GAAP measure, Operating Income, is provided in the accompanying reconciliation tables.  

 $8.4 MM 

Near high end of 

guidance range   

 $26.8 MM 

Near high end of 

guidance range   
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    Q3 2012 Financial and Operating Highlights 

(1)   Footnote (1) in the Appendix defines Adjusted OIBDA and Segment Adjusted OIBDA.  

 

 

 

Revenues (MM, except percentages) Q3 2012 Q3 2011 % Change

  FTD Segment Revenues 116.4$            108.7$            7%

  Content & Media Segment Revenues 36.6$              44.1$              (17%)

  Communications Segment Revenues 25.2$              30.3$              (17%)

  Intersegment Eliminations (0.4)$               (0.4)$               3%

  Consolidated Revenues 177.8$            182.7$            (3%)

Operating Profitability (MM, except percentages) Q3 2012 Q3 2011 % Change

  FTD Segment Adjusted OIBDA
(1)

15.2$              16.6$              (8%)

  Content & Media Segment Adjusted OIBDA
(1)

7.3$                13.1$              (44%)

  Communications Segment Adjusted OIBDA
(1)

9.3$                15.4$              (39%)

  Unallocated Corporate Expenses (5.1)$               (5.3)$               5%

  Consolidated Adjusted OIBDA
(1)

26.8$              39.7$              (33%)\

  GAAP Operating Income 8.4$                20.2$              (58%)

Diluted Net Income Per Common Share Q3 2012 Q3 2011 % Change

  GAAP Diluted Net Income Per Common Share 0.05$              0.13$              (62%)

  Adjusted Diluted Net Income Per Common Share
(2)

0.14$              0.23$              (39%)

(2)    Footnote (2) in the Appendix defines Adjusted Diluted Net Income Per Common Share.  Reconciliations to the most comparable GAAP measures for Adjusted OIBDA and Segment Adjusted   

OIBDA, Operating Income and Segment Income from Operations, respectively, are provided in the accompanying reconciliation tables.   
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Cash Flows From Operations and Free Cash Flow 

      (1)   Footnote (3) in the Appendix defines Free Cash Flow.  A reconciliation to its most comparable GAAP measure, Net Cash Provided by Operating Activities, is provided in the accompanying reconciliation tables.       

     

   Q3 '12     Q3 '11     Q3 '12     Q3 '11  

Decreases from the year-ago quarter are primarily driven by lower adjusted OIBDA.  

     (in millions) 

 Cash Flows From Operations       Free Cash Flow(1)     
 

    (in millions) 
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Net Debt Since Q3 2008 

 Lower net income 

 62% decrease 
 in 16 quarters 

Reduced by $218 MM since Q3 2008 

(1) The company defines net debt as total debt, net of discounts, less cash and cash equivalents.  

                     Net Debt (1)               

  (in millions) 
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Returning Cash to Stockholders  

  Declared $0.10 Quarterly Cash Dividend in October 2012   

(1) Dividend yield reflects the $0.10 quarterly cash dividend payable on November 30, 2012 to United Online stockholders of record on November 14, 2012, and the company’s stock price of $5.36 on 

October 31, 2012.  Dividend yield for the Russell 2000 Index is as reported by Russell Investments at September 30, 2012.  

               Cumulative Dividends Paid 
                (in millions) 

 

  Dividend Yield(1)    
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Revenues and Adjusted OIBDA By Segment    

(1)       Footnote (1) in the Appendix defines Adjusted OIBDA and Segment Adjusted OIBDA.  Reconciliations to their most comparable GAAP measures, Operating Income and Segment Income from Operations, are provided in   

the accompanying reconciliation tables. 
 

(2)       Adjusted OIBDA percentage by segment is calculated by dividing the segment adjusted OIBDA for each segment by total segment adjusted OIBDA, which excludes unallocated corporate expenses.  

 

    Content & Media    Communications    FTD 

      Revenues by Segment 

                         Q3 2012 

       

     
        Adjusted OIBDA(1) by Segment(2) 
                                  Q3 2012  
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      FTD Segment 

      

             Strategic Intent 

Objective:  Use marketing and operational 

expertise to increase consumer orders 

and deliver value-added products and 

services to our floral network members  

                Key Brands 
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(1)       Footnote (1) in the Appendix defines Segment Adjusted OIBDA.  A reconciliation to its most comparable GAAP measure, Segment Income from Operations, is provided in the accompanying reconciliation tables. 

 

 

   FTD Segment Financials: 

   Revenues and Segment Adjusted OIBDA 

Q3 ’11             Q3 ’12 Q3 ’11             Q3 ’12 Q3 ’11               Q3 ’12 

FTD Segment Revenues  

     (in millions) 

 FTD Segment  

   Adjusted OIBDA(1)  

     (in millions) 

 FTD Segment 

  Adjusted OIBDA(1) 

  as a % of Segment Revenues  

   
Lower segment adjusted OIBDA and lower segment adjusted OIBDA margin primarily due  

to an increase in marketing expenses, including investments in promotions and programs 

designed to drive order and revenue growth, and higher discounts on consumer orders.    

   
Higher segment revenues primarily due 

to consumer order growth, partially 

offset by lower average order value.  
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                         FTD Segment Key Metrics:  

              Consumer Orders and Average Order Value   

(1)     Footnote (4) in the Appendix defines Consumer Orders and Average Order Value (“AOV”). 

FTD Segment Consumer Orders(1) 

(in thousands) 

FTD Segment Average Order Value(1)                 

   
AOV declined primarily due to consumer orders from the 

recently acquired Flying Flowers and Flowers Direct 

businesses, which have lower AOVs.   
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        Content & Media Segment  

              Strategic Intent                  Key Brands 

Objective:  Promote segment growth 

by increasing member engagement 

with nostalgic content  
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(1) Footnote (1) in the Appendix defines Segment Adjusted OIBDA.  A reconciliation to its most comparable GAAP measure, Segment Income from Operations, is provided in the accompanying reconciliation tables. 

.  

  Advertising   

     $44.1 

 $36.6 

   Content & Media Segment Financials: 

  Revenues and Segment Adjusted OIBDA 

 Content & Media Segment  

Revenues  

    (in millions) 

   Content & Media Segment  

     Adjusted OIBDA(1) 

        (in millions) 

 Content & Media Segment 

  Adjusted OIBDA(1)  

  as a % of Segment Revenues  

  Services    

 Products   

Q3 ’11             Q3 ’12 Q3 ’11             Q3 ’12 Q3 ’11             Q3 ’12 

   
Lower segment revenues, lower segment adjusted OIBDA and lower segment adjusted OIBDA margin 

primarily due to decreased pay accounts and fewer active accounts in the international business.   
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Content & Media Segment Key Metrics: 

                 Pay Accounts and Monthly ARPU 

 

(1)   Footnote (5) in the Appendix defines Pay Accounts. 
(2) Footnote (6) in the Appendix defines average monthly revenue per pay account (“ARPU”).   

 
 

Down 1% year  

over year excluding 

 F/X impact 

 

 
Sequential quarterly  

decline of 133,000 was  

lowest since Q2 2010 
   

 

          Content & Media Segment 

                   Pay Accounts(1) 
(in thousands)  

Content & Media Segment ARPU(2) 
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 Content & Media Segment Key Metrics:  

Active Accounts and Pay Account Churn   

(1) Footnote (5) in the Appendix defines Active Accounts. 
(2) Footnote (7) in the Appendix defines Churn. 

            Content & Media Segment  

                   Active Accounts(1) 
(in millions)  

Content & Media Segment  

Pay Account Churn(2) 

Segment churn 

 down 50 bps 

versus Q3 2011  
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Content & Media Has More Than  

100 Million Registered Accounts Worldwide  

(1) Excludes estimated number of duplicate accounts. 

(2) Excludes estimated number of accounts who are also Classmates domestic accounts. 

(3) Commencing August 26, 2012, all new schoolFeed sign-ups are registered as Classmates registered accounts with the exception of non-U.S. members and existing 

         Classmates registered accounts. 

   
  

 (1) 

(2)(3) 

Content & Media Registered Accounts

As of September 30, 2012

(in millions)

Classmates Domestic 57       

StayFriends and Trombi 28       

schoolFeed 22       

MyPoints 9         

TOTAL 116     
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  Communications Segment 

    

Objective: Manage dial-up business 

for cash flows and profitability and 

build NetZero 4G mobile broadband 

service 

              Strategic Intent                  Key Brands 
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  Communications Segment Financials: 

  Revenues and Segment Adjusted OIBDA   

  

(1) Footnote (1) in the Appendix defines Segment Adjusted OIBDA.  A reconciliation to its most comparable GAAP measure, Segment Income from Operations, is provided in the accompanying reconciliation tables. 

   
Lower segment revenues reflect  

the decline in pay accounts  

 Communications  

Segment Revenues  
     (in millions) 

       Communications Segment  

                Adjusted OIBDA(1) 

      (in millions) 

  Communications Segment  

Adjusted OIBDA(1) 

  as a % of Segment Revenues 

 Products   

  Services    

  Advertising   

 Q3 ’11                     Q3 ’12 

     $30.3 
 $25.2 

   
Lower adjusted OIBDA primarily due to 

decline in pay accounts and NetZero 4G 

mobile broadband launch 

   
Excluding impact of NetZero 4G mobile 

broadband launch, segment 

adjusted OIBDA margin exceeded 50% 
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Communications Segment Key Metrics:  

 Pay Accounts and Pay Account Churn 

(1) Footnote (5) in the Appendix defines Pay Accounts.  
(2) Footnote (7) in the Appendix defines Churn. 

  

 

 

 

 

Access  

Other (Email, Security Suite, etc.) 

 794 
  843 

 747 
 709 

Communications Segment  

Pay Accounts(1)  
(in thousands) 

Communications Segment  

Pay Account Churn(2) 

675 

Down 10 bps sequentially; 

 Down 30 bps Y-o-Y  
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Communications Segment Metrics:  Monthly ARPU 

    

 
Flat sequentially; 

Down 2% Y-o-Y 

 

(1)      Footnote (6) in the Appendix defines average monthly revenue per pay account (“ARPU”).   

Communications Segment ARPU(1)    
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  Appendix: Definitions and Non-GAAP Reconciliations  
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Use of Non-GAAP Measures 

Included in this presentation are certain non-GAAP measures (defined below) that should be considered in addition 
to, not as a substitute for or superior to, measures determined in accordance with accounting principles generally 
accepted in the United States of America (GAAP).  Reconciliations of these measures to the most directly 
comparable GAAP measures are provided in the “Non-GAAP Reconciliation Tables” portion of this presentation. 

 

In evaluating the company’s performance, management uses one or more of the following measures that are not determined in accordance with accounting 
principles generally accepted in the United States of America (“GAAP”): adjusted OIBDA, adjusted net income, adjusted basic and diluted net income per common 
share, and free cash flow. These measures are adjusted to exclude certain non-cash expenses such as depreciation, amortization, stock-based compensation, and 
impairment of goodwill, intangible assets and long-lived assets.  In addition, these measures are adjusted to exclude the items discussed below because such items 
are either operating expenses which would not otherwise have been incurred by the company in the normal course of the company’s business operations or are not 
reflective of the company’s core results over time.  These items may include recurring as well as non-recurring items.  These adjustments should not be construed 
as an inference that all of these adjustments or costs are unusual, infrequent or non-recurring.  For example, certain restructuring charges may be considered 
recurring given the company’s ongoing efforts to be more cost effective and efficient, certain litigation or dispute settlement charges or gains may be viewed as 
recurring given that the company is continually involved in, and resolving, litigation, arbitration, investigations, disputes and similar matters, and certain transaction-
related costs may be deemed recurring given the company’s regular evaluation of potential transactions.  Notwithstanding that certain charges, costs or gains may 
be considered recurring, in order to provide meaningful comparisons, the company believes that it is appropriate to adjust for such charges, costs or gains because 
they are not reflective of the company’s core results and tend to vary based on timing, frequency and magnitude. 

Restructuring and Other Exit Costs – Restructuring and other exit costs consist primarily of employee termination costs, facility closure and relocation costs and 
contract termination costs.   

Litigation or Dispute Settlement Charges or Gains – These charges or gains include estimated losses for which we have established a reserve, as well as actual 
settlements, judgments, fines, penalties, assessments or other resolutions against, or in favor of, the company related to litigation, arbitration, investigations, 
disputes or similar matters.  Insurance recoveries received by the company related to such matters are also included in these adjustments.   

Transaction-Related Costs – The company excludes certain expense items resulting from actual or potential transactions such as business combinations, mergers, 
acquisitions, and financing transactions, including, without limitation, (i) compensation expenses and (ii) expenses for advisors and representatives such as 
investment bankers, consultants, attorneys, and accounting firms.  Transaction-related costs may also include, without limitation, transition and integration costs 
such as retention bonuses and acquisition-related milestone payments to acquired employees.  
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Use of Non-GAAP Measures (Continued) 
Included in this presentation are certain non-GAAP measures (defined below) that should be considered in addition 
to, not as a substitute for or superior to, measures determined in accordance with accounting principles generally 
accepted in the United States of America (GAAP).  Reconciliations of these measures to the most directly 
comparable GAAP measures are provided in the “Non-GAAP Reconciliation Tables” portion of this presentation. 

(1) Adjusted operating income before depreciation and amortization (“adjusted OIBDA”) is defined by the company as operating income before depreciation; 
amortization; stock-based compensation; restructuring and other exit costs; litigation or dispute settlement charges or gains; transaction-related costs; and 
impairment of goodwill, intangible assets and long-lived assets.  The company’s definition of adjusted OIBDA has been modified from time to time. Management 
believes that because adjusted OIBDA excludes (i) certain non-cash expenses (such as depreciation, amortization, stock-based compensation, and impairment of 
goodwill, intangible assets and long-lived assets) and (ii) expenses that are not reflective of the company's core operating results over time (such as restructuring 
and other exit costs, litigation or dispute settlement charges or gains, and transaction-related costs), this measure provides investors with additional useful 
information to measure the company's financial performance, particularly with respect to changes in performance from period to period.  Management uses adjusted 
OIBDA to measure the company's performance.  The company's board of directors has used this measure as a basis in determining certain compensation 
incentives for certain members of the company's management.  Adjusted OIBDA is not determined in accordance with GAAP and should be considered in addition 
to, not as a substitute for or superior to, financial measures determined in accordance with GAAP.  A limitation associated with the use of adjusted OIBDA is that it 
does not reflect the periodic costs of certain tangible and intangible assets used in generating revenues in the company's business.  Management evaluates the 
costs of such tangible and intangible assets through other financial activities such as evaluations of capital expenditures and purchase accounting.  An additional 
limitation associated with this measure is that it does not include stock-based compensation expenses related to the company's workforce.  Management 
compensates for this limitation by providing a summary of stock-based compensation expenses within the accompanying tables and in the footnotes accompanying 
its financial statements.  A further limitation associated with the use of this measure is that it does not reflect the costs of restructuring and other exit costs, litigation 
or dispute settlement charges or gains, transaction-related costs, and the impairment of goodwill, intangible assets and long-lived assets.  Management 
compensates for this limitation by providing supplemental information about such charges, gains and costs within its financial press releases and SEC filings, when 
applicable.  An additional limitation associated with the use of this measure is that the term “adjusted OIBDA” does not have a standardized meaning.  Therefore, 
other companies may use the same or a similarly named measure but exclude different items or use different computations, which may not provide investors a 
comparable view of the company's performance in relation to other companies.  Management compensates for this limitation by presenting the most comparable 
GAAP measure, operating income, directly ahead of adjusted OIBDA within its financial press releases and by providing a reconciliation that shows and describes 
the adjustments made. A reconciliation to operating income is provided in the accompanying tables.  In addition, many of the adjustments to our GAAP financial 
measures reflect the exclusion of items that are recurring in nature and will be reflected in our financial results for the foreseeable future. 

Adjusted OIBDA for each of the company's segments is defined by the company as segment income from operations, as set forth in the company's Forms 10-K and 
Forms 10-Q, before stock-based compensation, restructuring and other exit costs, litigation or dispute settlement charges or gains, transaction-related costs and the 
impairment of goodwill, intangible assets and long-lived assets. The company’s definition of adjusted OIBDA for each of the company’s segments has been 
modified from time to time.  Management believes that because segment adjusted OIBDA and segment adjusted OIBDA as a percentage of segment revenues 
exclude (1) certain non-cash expenses (such as stock-based compensation, and the impairment of goodwill, intangible assets and long-lived assets); and (2) 
expenses that are not reflective of the segment’s core operating results over time (such as restructuring and other exit costs, litigation or dispute settlement charges 
or gains, and transaction-related costs), these measures provide investors with additional useful information to evaluate the company’s segment financial 
performance, particularly with respect to changes in performance from period to period.  Segment adjusted OIBDA and segment adjusted OIBDA as a percentage 
of segment revenues are not determined in accordance with GAAP and should be considered in addition to, not as a substitute for or superior to, financial measures 
determined in accordance with GAAP.  A limitation associated with these measures is that they do not include stock-based compensation expenses related to the 
company’s workforce.  Management compensates for this limitation by providing a summary of stock-based compensation expenses within the accompanying 
tables and in the footnotes accompanying its financial statements.  A further limitation associated with the use of these measures is that they do not reflect 
restructuring and other exit costs, litigation or dispute settlement charges or gains, transaction-related costs and impairment charges related to an operating 
segment.  Management compensates for this limitation by providing supplemental information about such charges, gains and costs by segment within its financial 
press releases and SEC filings, when applicable.  A reconciliation to segment income from operations, its most comparable GAAP measure, is provided in the 
accompanying tables.  
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     Use of Non-GAAP Measures (Continued) 
Included in this presentation are certain non-GAAP measures (defined below) that should be considered in 
addition to, not as a substitute for or superior to, measures determined in accordance with accounting principles 
generally accepted in the United States of America (GAAP).  Reconciliations of measures to the most directly 
comparable GAAP measures are provided in the “Non-GAAP Reconciliation Tables” portion of this presentation. 

(2) Adjusted net income is defined by the company as net income before the after-tax effect of: stock-based compensation; amortization of intangible assets; 

impairment of goodwill, intangible assets and long-lived assets; restructuring and other exit costs; litigation or dispute settlement charges or gains; transaction-

related costs; and the re-measurement of certain deferred tax assets.  Adjusted diluted net income per common share includes the adjustment for shares resulting 

from the elimination of stock-based compensation.  Management believes that adjusted net income and adjusted diluted net income per common share provide 

investors with additional useful information to measure the company’s financial performance, particularly with respect to changes in performance from period to 

period, because these measures are exclusive of (i) certain non-cash expenses (such as stock-based compensation, amortization of intangible assets, and the 

impairment of goodwill, intangible assets and long-lived assets) and (ii) expenses that are not reflective of the company’s core results over time (such as 

restructuring and other exit costs, litigation or dispute settlement charges or gains, and transaction-related costs).  Management also uses adjusted net income 

and adjusted diluted net income per common share for this purpose.  Adjusted net income and adjusted diluted net income per common share are not determined 

in accordance with GAAP and should be considered in addition to, not as a substitute for or superior to, financial measures determined in accordance with GAAP.  

The limitations of adjusted net income and adjusted diluted net income per common share are that, similar to adjusted OIBDA, they do not include certain costs, 

and the terms “adjusted net income” and “adjusted diluted net income per common share” do not have standardized meanings.  Therefore, other companies may 

use the same or similarly named measures but exclude different items or use different computations, which may not provide investors a comparable view of the 

company’s performance in relation to other companies.  Management compensates for this limitation by presenting the most comparable GAAP measures, net 

income and diluted net income per common share, directly ahead of adjusted net income and adjusted diluted net income per common share within its financial 

press releases and by providing a reconciliation of adjusted net income that shows and describes the adjustments made.  A reconciliation of adjusted net income 

to net income, its most comparable GAAP measure, is provided in the accompanying tables.  

(3) Free cash flow is defined by the company as net cash provided by operating activities, less capital expenditures and cash received for litigation or dispute 

settlement gains, and plus the excess tax benefits from equity awards, cash paid for restructuring and other exit costs, cash paid for litigation or dispute settlement 

charges, and cash paid for transaction-related costs.  Management believes that free cash flow provides investors with additional useful information to measure 

operating liquidity because it reflects the company’s operating cash flows after investing in capital assets and prior to cash paid for restructuring and other exit 

costs, cash paid or received for litigation or dispute settlement charges or gains, and cash paid for transaction-related costs.  It also fully reflects the tax benefits 

realized by the company from stock-based compensation.  This measure is used by management, and may also be useful for investors, to assess the company’s 

ability to pay its quarterly dividend, repay debt obligations, generate cash flow for a variety of strategic opportunities, including reinvestment in the business, and 

effect potential acquisitions and share repurchases.  Free cash flow is not determined in accordance with GAAP and should be considered in addition to, not as a 

substitute for or superior to, measures determined in accordance with GAAP.  A limitation of free cash flow is that it does not represent the total increase or 

decrease in cash during the period.  An additional limitation associated with the use of this measure is that the term “free cash flow” does not have a standardized 

meaning.  Therefore, other companies may use the same or a similarly named measure but exclude different items or use different computations, which may not 

provide investors a comparable view of the company’s performance in relation to other companies.  Management compensates for this limitation by presenting the 

most comparable GAAP measure, net cash provided by operating activities, directly ahead of free cash flow within its financial press releases and by providing a 

reconciliation that shows and describes the adjustments made.  A reconciliation to net cash provided by operating activities is provided in the accompanying 

tables. 



                      26 

    Use of Non-GAAP Measures (Continued) 
Included in this presentation are certain non-GAAP measures (defined below) that should be considered in 
addition to, not as a substitute for or superior to, measures determined in accordance with accounting principles 
generally accepted in the United States of America (GAAP).  Reconciliations of these measures to the most 
directly comparable GAAP measures are provided in the “Non-GAAP Reconciliation Tables” portion of this 
presentation. 

(5) A pay account is defined as a member who has paid for a subscription to a Content & Media or Communications service, and whose subscription has not 

terminated or expired.  A subscription provides the member with access to our service for a specific term (for example, a month or a year) and may be renewed 

upon the expiration of each term.  One-time purchases of our services are not considered subscriptions and thus, are not included in the pay accounts metric.  A 

pay account does not equate to a unique subscriber since one subscriber could have several pay accounts.  In addition, at any point in time, our pay account base 

includes a number of accounts receiving a free period of service as either a promotion or retention tool, such as the subscribers receiving our free NetZero 4G 

mobile broadband service, and a number of accounts that have notified us that they are terminating their service but whose service remains in effect.  Content & 

Media segment active accounts are defined as the sum of all pay accounts as of the date presented; the monthly average for the period of all free accounts who 

have visited our domestic or international online nostalgia websites (excluding schoolFeed and The Names Database) at least once during the period; and the 

monthly average for the period of all online loyalty marketing members who have earned or redeemed points during such period.  Communications segment active 

accounts include all Communications segment pay accounts as of the date presented combined with the number of free dial-up Internet access and email 

accounts that logged on to our services at least once during the preceding 31 days.  

(4) Consumer orders are orders delivered during the period that originated in the U.S. and Canada, primarily from the www.ftd.com and www.ftd.ca websites and 

the 1-800-SEND-FTD telephone number, and in the U.K. and the Republic of Ireland, primarily from the www.interflora.co.uk, www.flyingflowers.co.uk, 

www.flowersdirect.co.uk, and www.interflora.ie websites and various telephone numbers. The number of consumer orders is not adjusted for non-delivered orders 

that are refunded after the scheduled delivery date. Orders originating with a florist or other retail location for delivery to consumers are not included.  

 

Average order value represents the average U.S. Dollar amount received for consumer orders delivered during a period. For orders placed outside the U.S. 

(principally in the U.K. and the Republic of Ireland), this average U.S. Dollar amount is determined after translating the local currency amounts received into U.S. 

Dollars. Average order value includes merchandise revenues and shipping and service fees paid by the consumer, less discounts and refunds (net of refund-

related fees charged to floral network members).  

 

(6) ARPU is calculated by dividing services revenues generated from the pay accounts of our Content &  Media or Communications segment, as applicable, for a 

period (after translation into U.S. Dollars) by the average number of segment pay accounts for that period, divided by the number of months in that period. 

 (7) Churn is calculated as the total number of pay accounts that terminated or expired in a period divided by the average number of pay accounts for that period, 

divided by the number of months in that period.   
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Non-GAAP Reconciliation Tables:  

Adjusted OIBDA and Free Cash Flow  

Unaudited Reconciliation of Net Cash Provided by Operating Activities to Free Cash Flow

(in thousands)

2012 2011 2012 2011

Net cash provided by operating activities  10,605$            21,457$            43,453$            71,734$            

Adjustments:  

Capital expenditures  (4,771)               (5,549)               (13,218)             (19,211)             

Excess tax benefits from equity awards 1                       14                     14                     265                   

Cash paid for restructuring and other exit costs 527                   205                   3,948                2,037                

Cash paid (received) for litigation or dispute settlement charges 656                   4                       764                   (73)                    

Cash paid for transaction-related costs 836                   -                        1,636                -                        

Free cash flow  7,854$              16,131$            36,597$            54,752$            
 

Quarter Ended September 30, Nine Months Ended September 30,

Unaudited Reconciliation of Operating Income to Adjusted OIBDA

(in thousands)

 Nine Months Ended September 30,

 2012 2011 2012 2011

Operating income  8,438$                 20,223$                46,635$               70,628$               

Depreciation 6,464                   6,564                    19,559                 19,118                 

Amortization of intangible assets  8,185                   7,870                    23,817                 23,646                 

Operating income before depreciation and amortization 23,087                 34,657                  90,011                 113,392               

Stock-based compensation 3,430                   4,293                    9,917                   13,514                 

Restructuring and other exit costs  -                           74                         14                        751                      

Litigation or dispute settlement charges (193)                     661                       (589)                     2,924                   

Transaction-related costs 452                      -                            1,790                   -                           

Adjusted OIBDA  26,776$                39,685$                101,143$              130,581$             

Quarter Ended September 30,
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Non-GAAP Reconciliation Tables:  

Segment Adjusted OIBDA   

Unaudited Reconciliation of Segment Income from Operations to Segment Adjusted OIBDA

(in thousands)

Nine Months Ended September 30,

2012 2011 2012 2011

FTD:

Segment income from operations 14,190$               15,526$                60,931$               58,781$               

Stock-based compensation 1,216                   1,068                    3,350                   2,895                   

Litigation or dispute settlement charges (193)                     -                            (193)                     -                           

Transaction-related costs 19                        -                            619                      -                           

Segment adjusted OIBDA 15,232$               16,594$                64,707$               61,676$               

Content & Media:

Segment income from operations 8,024$                 11,526$                22,005$               30,857$               

Stock-based compensation 580                      863                       1,723                   2,651                   

Restructuring and other exit costs  -                           -                            (91)                       -                           

Litigation or dispute settlement charges -                           661                       (396)                     2,924                   

Transaction-related costs (1,305)                  -                            (567)                     -                           

Segment adjusted OIBDA 7,299$                 13,050$                22,674$               36,432$               

Communications:

Segment income from operations 8,770$                 14,622$                27,701$               47,112$               

Stock-based compensation 529                      671                       1,615                   1,892                   

Restructuring and other exit costs  -                           74                         (8)                         751                      

Segment adjusted OIBDA 9,299$                 15,367$                29,308$               49,755$               

Unallocated corporate expenses (5,054)$                (5,326)$                 (15,546)$              (17,282)$              

Consolidated adjusted OIBDA 26,776$               39,685$                101,143$             130,581$             

Quarter Ended September 30,
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   Non-GAAP Reconciliation Tables:  

Adjusted Net Income 

Unaudited Reconciliation of Net Income to Adjusted Net Income

(in thousands, except per share amounts)

2012 2011 2012 2011

Net income 4,931$                 11,916$               24,995$               38,865$               

  Income allocated to participating securities (344)                     (467)                     (895)                     (1,602)                  

Net income attributable to common stockholders 4,587                   11,449                 24,100                 37,263                 

Adjustments:

Stock-based compensation 3,430                   4,293                   9,917                   13,514                 

Amortization of intangible assets 8,185                   7,870                   23,817                 23,646                 

Restructuring and other exit costs  -                           74                        14                        751                      

Litigation or dispute settlement charges (193)                     661                      (589)                     2,924                   

Transaction-related costs
(a)

452                      -                           1,790                   6,078                   

16,461                 24,347                 59,049                 84,176                 

Income tax effect of adjusting entries (3,945)                  (4,060)                  (11,337)                (15,030)                

Adjusted net income attributable to common stockholders 12,516$               20,287$               47,712$               69,146$               

GAAP net income per common share:

  Basic net income per common share 0.05$                   0.13$                   0.27$                   0.42$                   

  Shares used to calculate basic net income per common share  90,657                 88,773                 90,311                 88,237                 

  Diluted net income per common share 0.05$                   0.13$                   0.27$                   0.42$                   

  Shares used to calculate diluted net income per common share  90,735                 88,812                 90,379                 88,423                 

Adjusted net income per common share:

  Adjusted basic net income per common share 0.14$                   0.23$                   0.53$                   0.78$                   

  Shares used to calculate adjusted basic net income per common share 90,657 88,773 90,311 88,237

  Adjusted diluted net income per common share 0.14$                   0.23$                   0.53$                   0.78$                   

  Shares used to calculate adjusted diluted net income per common share 90,952 88,995 90,608 88,565

Quarter Ended September 30, Nine Months Ended September 30,

(a) Includes a $6.1 million loss on extinguishment of debt recorded in the quarter ended June 30, 2011 in connection with the refinancing of FTD's 

credit facilities.


