amMaZon.Com.

AMAZON.COM ANNOUNCES 4™ QUARTER PROFIT
Exceeds sales and profit objectives
Lower prices for customers drove sales and profits
Introduces everyday free Super Saver Shipping option for orders over 399

SEATTLE—(BUSINESS WIRE)—Jan. 22, 2002—Amazon.com, Inc. (NASD: AMZN) today announced
financial results for its fourth quarter ended December 31, 2001.

Net sales for the quarter were a record $1.12 billion, compared with $972 million in the fourth quarter of 2000,
an increase of 15%. It was Amazon.com’s first-ever billion-dollar quarter.

Amazon.com exceeded the goal it set a year ago--to reach pro forma operating profitability during the quarter--
by delivering not only a pro forma operating profit, but also a pro forma net profit, which includes net interest
expense. Pro forma operating profit was $59 million, compared with a loss of $60 million in the fourth quarter
of 2000, an overall improvement of $119 million. Pro forma net profit for the fourth quarter of 2001 was $35
million, or $0.09 per share, compared with a pro forma net loss of $90 million, or $0.25 per share, in the fourth
quarter of 2000.

On a GAAP basis, the Company recorded a fourth quarter 2001 net profit of $5 million, or $0.01 per share,
compared with a fourth quarter 2000 net loss of $545 million, or $1.53 per share. Operating profit for the fourth
quarter of 2001 was $15 million, compared with a loss of $322 million a year ago. (Details on the differences
between GAAP results and pro forma operating profit and pro forma net profit are included below, with a
detailed, tabular reconciliation of those differences.)

The Company also announced that effective today Amazon.com is providing a new class of economy shipping,
Super Saver Shipping, which is free on qualifying orders. To qualify, orders must be over $99. (Other details
and restrictions can be found at yww.amazon.com/supersavershipping}) This is not a seasonal or limited-time
promotion, but an indefinite, everyday, 365-days-a-year offer.

“There are two types of retailers: those that work hard to raise prices and those that work hard to lower prices.
Though both models can be successful, we’ve decided to relentlessly follow the second model,” said Jeff Bezos,
founder and CEO of Amazon.com. “In this spirit, we’re incredibly pleased to introduce Super Saver Shipping--
free on orders over $99.”

“Our improvements in productivity allowed us to lower book prices and now allow us to offer free shipping,”
said Warren Jenson, chief financial officer. “We expect that these money-saving initiatives for customers will
continue to play an important role in our growth.”

International segment sales across the Company’s UK, Germany, France and Japan sites grew 81%. Including
sales from the U.S. site, more than 29% of the Company’s sales were made to international customers. In
addition, the Company’s operations for the UK and German sites had a combined pro forma operating profit for
the fourth quarter of 2001, just three years after their launch.
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Highlights of Fourth Quarter and Fiscal 2001 Results (comparisons are with fiscal 2000 and the fourth
quarter of 2000)

e Net sales for the 2001 fiscal year reached a record-setting $3.12 billion, a 13% increase.

e Fiscal 2001 pro forma operating loss was $45 million, an improvement of more than $270 million.

e Pro forma operating losses from our International sites declined by 76% to $11 million, or 4% of
International net sales in fourth quarter 2001.

e Electronics, Tools and Kitchen segment pro forma operating losses declined by $52 million, or 72%, to
$20 million in fourth quarter 2001.

e Marketplace (Used and other new) orders equaled approximately 15% of total U.S. orders in fourth
quarter 2001, compared with 1% (Used launched November, 2000).

e Annualized inventory turns improved 38% to 25 in fourth quarter 2001, up from 18.

e Operating cash flow improved 41% to $349 million in fourth quarter 2001, a $101 million increase.

e Cash and marketable securities were approximately $1 billion at December 31, 2001.

Financial Guidance

The following forward-looking statements reflect Amazon.com’s expectations as of January 22, 2002. Results
may be materially affected by many factors, such as potential changes in general economic conditions and
consumer spending, the emerging nature and rate of growth of the Internet and online commerce, and the
various factors detailed below.

First Quarter 2002 Expectations
e Net sales are expected to be between $775 million and $825 million, or grow between 11% and 18%.

e Pro forma loss from operations is expected to be between break-even and $16 million, or between 0%
and 2% of net sales.

Full Year 2002 Expectations

e Net sales are expected to grow by 10% or more.

e Positive operating cash flow, and possibly free cash flow, is expected.

e Pro forma income from operations is expected to be $30 million or more.

These forward-looking statements are inherently difficult to predict. Actual results could differ materially for
a variety of reasons, including, among others, the rate of growth of the economy in general and of the Internet
and online commerce, customer spending patterns, the amount that Amazon.com invests in new business
opportunities and the timing of those investments, the mix of products sold to customers, the mix of net sales
derived from products as compared with services, risks of inventory management, the degree to which the
Company enters into, maintains and develops service relationships with third-party sellers and other strategic
transactions, fluctuations in the value of securities and non-cash payments Amazon.com receives in
connection with such transactions, foreign currency exchange risks, seasonality, international growth and
expansion, and risks of fulfillment throughput and productivity. Other risks and uncertainties include, among
others, risk of future losses, significant amount of indebtedness, competition, potential fluctuations in
operating results, management of potential growth, system interruption, consumer trends, fulfillment center
optimization, inventory, limited operating history, government regulation and taxation, fraud and
Amazon.com Payments, new business areas, business combinations, and strategic alliances. More
information about factors that potentially could affect Amazon.com’s financial results is included in

Page 2 of 18



Amazon.com’s filings with the Securities and Exchange Commission, including its Annual Report on Form
10-K for the year ended December 31, 2000, including all subsequent filings.

The Company intends to continue its practice of not updating forward-looking statements other than in publicly
available documents.

Pro Forma Results

Pro forma results, which generally exclude non-operational, non-cash charges and benefits as well as one-time
charges, are provided as a complement to results provided in accordance with accounting principles generally
accepted in the United States (known as “GAAP”). A reconciliation of GAAP to pro forma is included in the
attached financial statements.

Management measures the progress of the business using pro forma operating results, which exclude the
following line items on the Company’s statements of operations:

e Stock-based compensation
e Amortization of goodwill and other intangibles
e Restructuring-related and other

Pro forma net results exclude, in addition to the line items described above, the following line items on our
statements of operations:

e Other gains (losses), net

e Equity in losses of equity-method investees, net

e Cumulative effect of change in accounting principle

Conference Call

A conference call will be Webcast live at wkau&amazm_c_omﬁﬂtoday at 8:30 a.m. EST/5:30 a.m. PST and will
be available through March 31, 2002. This call will contain forward-looking statements and other material
information.

About Amazon.com

Amazon.com opened its virtual doors on the World Wide Web in July 1995 and today offers Earth’s Biggest
Selection. Amazon.com seeks to be the world’s most customer-centric company, where customers can find and
discover anything they might want to buy online. Amazon.com and sellers list millions of unique new and used
items in categories such as electronics, computers, kitchen and housewares, books, music, DVDs, videos,
camera and photo items, toys, baby and baby registry, software, computer and video games, cell phones and
service, tools and hardware, travel services, magazine subscriptions and outdoor living items. Through Amazon
Marketplace, zShops and Auctions, any business or individual can sell virtually anything to Amazon.com’s
millions of customers, and with Amazon.com Payments, sellers can accept credit card transactions, avoiding the
hassles of offline payments. Amazon.com also offers the Amazon Credit Account, the online equivalent of a
department store credit card, which provides shoppers the opportunity to buy now and pay later when shopping
at Amazon.com.
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Amazon.com operates four international Web sites: www.amazon.co.uk, www.amazon.de, www.amazon.fr and
www.amazon.co.jp. It also operates the Internet Movie Database (www.imdb.com), the Web’s comprehensive
and authoritative source of information on more than 300,000 movies and entertainment titles and 1 million cast
and crew members dating from the birth of film.

Contact:

Amazon.com Investor Relations

Tim Halladay, 206/266-2171, it@amazon.com |

Amazon.com Public Relations
Bill Curry, 206/266-7180
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ARMAZOMN.CORM, INC.
Statements of Operations

(in thousands, except per share data)

et sales
Cost of sales
Gross profit

Operating expenses:
Fulfilltment
Il atketing
Technology and content
General and administrative
Stock-based compensation
Amortization of goodwill and other intangibles
Restructuring-related and other
Total operating expenses

Income (loss) from operations
Interest income
Interest expense
Other income (expense), net
Other gains (losses), et
Met interest expense and other
Income (loss) before equity in losses of equity-method investees
Eguity it losses of equity-method investees, net
Income (losg) before change in accounting prineiple

Cummalative effect of change in accounting principle

Het income (loss)

Bagic and diluted income (loss) per share:
Priot to cunoalative effect of chatige in accounting principle
Cunndlative effect of change in accounting principle

Shares used in computation of
Basic income (losg) pet share

Diluted iticome (loss) pet shate

(unaudiied)
Three Months Ended Year Ended
December 31, December 31,
2001 2000 2001 2000

$ 1,115,171 ] 72,360 § 3122433 § 2,761 983
241,122 T4g 060 2,343 875 2,108 206
274,049 224,300 TOE, 558 655,777
102019 131 028 374,250 14,509

34,450 55,195 132,283 179,980

52,325 ao 791 241,165 268,326

19,575 28,232 20 26l 102,962

1,937 (1,113 4637 24,797

37,537 70210 121,033 321,772

4681 124052 121,585 200,311

258 524 545,506 1,210,815 1,519,657
14,525 (322,006 (412,257 (263,820

a,030 10,979 20103 40,221
(35,2000 (36,094 (139,230 (130,921
3,365 (3,363 (1,500 (10,038
16,312 [155,005) (2,141 (142,635
(7583 (185,485 (114,170 (242,797
942 (507 5210 (526,427 (1,106,677
(1,255 (37,559 (30,327 (304,596
5087 (545,140 (556,754 (1,411,373
- - (10,523 :
$ 5,087 ] (3451400 % (567270 F 0 (L4137
3 001 § (153 % (155 5% (402
- - (0.073) .

b 0.01 § (1535 % (1.5 5 (408
371,420 355,681 364,211 350,873
384045 355,8E1 364,211 350,873

Maote: The attached "Finaneial and Operational Highlights" ate an integral part of the press release financial statements.
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AMAZON.COM, INC.
Pro Forma Statements of Operations
(in thousands, except per share data)

(unaudited)
Three Months Ended
December 31,2001 December 31,2000
Pro Forma Pro Forma

As Reported (1) Adjustments Pro Forma As Reported (1) Adjusiments Pro Forma

Het sales $ LISITL % - L1517 % 072,360 % - % 972380
Clost of sales 241,122 - 241,122 748,060 ; 748,060
Giross profit 274,049 R 274,049 224,300 ; 224,300

Cperating expenses:

Fulfillmernt 109,019 - 109,019 131,028 - 131,028
Matketing 34,450 - 34,450 55,195 - 55,195
Technology and conternt 32335 - 52,325 a9, 791 - 79,791
General and administrative 19,575 - 19,575 28,232 - 28,232
Stock-based compensation 1,937 (1,937 - (1,115 1,112 -
Amortization of goodwill and other intangibles 37537 (37,537 - 79,210 (78,2100 -
Restructuring-related and other 4,681 (4,681 - 134,052 (124,052 -
Total operating expenses 259,524 (44,155 215,369 546,396 (262,150 284,346
Income (logs) from operations 14,525 44,155 58,6880 (322,096) 262,150 (59,9460
Interest income 6,030 - &,030 10,979 - 10,979
Interest expense (35,290 - (35,2000 (36,094 - (36,095
Other income (expetise), net 5,365 - 5,365 (5,365) - (5,365
Other gains (losses), net 16,312 (16,312) (155,003 155,005 -

Met interest expense and other (7,583 (16,312 (23,205) (185,485 155,005 (30,420

Income (logs) before equity in losses of equity-method

investees 6,942 27243 34,TES (3075810 417,155 (20,4260
Equity it losses of equity-method investees, net (1,855 1 255 - (37,559 37,559 -
Het income (lozs) % 3087 % 20608 § 34785 % (545140 § 454714 § 00424
Het cash provided by operating activities Y 349,120 $ 349,120 % 247 653 247 653
Basic and dituted income (loss) per share b 0ot $ no9 $ )] $ @am
Bhares used in computation of

Bagzic income (loss) per shate 371,420 371,420 355,681 355681

Dilated income (loss) pet share 384,045 384,045 355,681 355,681

Hote: The attached "Financial and Operational Highlishts" are an integral part of the press release financial statements.

(11 In accordance with accounting prineiples generally accepted in the United States
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et sales
Cost of sales
Gross profit

Crperating expenses:
Fulfillment
hlatketitg
Technology and content
Creneral and admimstrative
Stock-based compensation
Amottization of goodwill and other intangibles
Restructunngrelated and other
Total operating expenses

Loss from operations
Interest income

Interest expense

Other expense, net
Other gains (losses), net

Het interest expense and other

Loss hefore equity in losses of equity-method
investees

Egquity in loszes of equity-method investees, net

Loss before change in accounting principle

Cumulative effect of chatige i accounting principle

Metloss

Het cash used in operating activities

Basic and diluted loss per share:

Frior to cumulative effect of change in accounting

priticiple

Cumulative effect of change in accounting principle 0.0y

Shares used in computation of basic
and dituted loss per shate

AMAZON.COM, INC.
Pro Forma Statemenis of Operations
(in thousands, except per share data)

(unaudited)
Year Ended
December 31,2001 December 31,2000
Pro Forma Pro Forma

As Reporied (1) Adjustments Pro Forma

As Reporied (1) Adjustments Pro Forma

$ 3122433 § - $3122433 0§ 2761983 § - $2,761,983
2,323,875 - 33IETS 2,106,206 - 2,106,206
708, 558 ; 708, 5358 635777 ; 655,777
374,250 ; 374,250 414,505 ; 414,509
138,283 ; 138,283 179,950 ; 179,950
241,165 - 241,165 269,326 - 269,326
20,262 - 20,262 108,962 - 102,962

4,637 (4,63T) ; 24,797 (24,757 ;

121,033 (181,03%) ; 772 (321,97 ;

181,585 (121,585) - 200311 (200,311 -
1,210,815 (367,255 843560 1510657 (346,830 G7RTIT
(412,257) 67,255 (45,002) (563, 2200) 54680 (317,000)
29,103 ; 29,103 40,521 5 40,521
(139,232) ; (139,232) (130,521) ; (130,521)
(1,500 ; (1,500) (10,0158) ; (10,0158)

(2.141) 2,141 - (142,639) 142,639 -
(114,1700) 2141 (112039 (242,79T) 142630 (100,158)
(526,427) 360,396 (157,031) (1,106,677 629,519 (417,15%)

(30,327) 30,327 - (304, 506) 304,596 -
(556,754) 399723 (157,030) (1,411,273 994115 (417,15%)

(10,52%) 10,523 - : : :
§ (5672TT § 410246 § (15T030) § (LA1L3TH § 094115 § (417158
§ (19733 § (11972 § (130,443 $ (130,442)
$ (1.5%) $  @m4n % (402 $ (11
3 (156 § @04n 5 (40 § (119
364211 364211 350873 350,273

Mote: The attached "Finanecial and Operational Highlights" are an integral part of the press release financial statements.

(11 In accordance with accounting principles generally accepted in the United States
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AMAZON.COM, INC,
Segment Information

(in thousands)
(unaudiied)

Three Months Ended Decemhber 31, 2001

1.5, Retail
Books, Music Electrofics,
and DVD/Wideo Tools and Kitchen Total Bervices  International Consolidated
et sales § 338,012 % 26614 § Ti4426 F 0 PR3 § 262432 % 1115171
Gross profit 139,812 34678 174,430 44,531 55,028 274,049
Pro forma incotme (loss) from operations 63938 (20423) 43515 25,715 (1055m 58680
Stock-based compensation (1,937
Amortization of goodwill and other intangibles (37,537
Restructuring-related and other (4,621
et interest expense and other (7583
Equity in losses of equity-method inrestees, net (1,855
Het income (loss) % 3,087
Kegwent kighlights:
¥/ ¥ net sales growth b (2% 3% 3% B1% 15%
Y /Y gross profit growth 1% 55% % 21% 110% 22%
Gross margin 26%; 16%: 3% 45% 21%: 5%
Pro forma operating margin 12% (9% 6% 26% (4% 5%
Met sales mix A5% 19% BT 2% 24% 100%
Three Months Ended December 31, 2000
1.5, Retail
Books, Music Electrofics,
atd DVD/Wideo Tools and Kitchen Total Hervices  International Consolidated
et sales § 511671 § 20203 § 7ILETA O 95A01 144885 § 072,380
Gross profit 138,950 22,407 161,394 36,672 26,232 224,300
Pro forma incotme (loss) from operations 39,122 (72,725) (33,603) 17,207 (4355m (59.946)
Stock-based compensation 1,112
Amortization of goodwill and other intangibles (F2.210
Eestructuring-related and other (124,055
et interest expense and other (185,485
Equity in losses of equity-method inorestees, net (37,539
Het loss ] (545,140
Segment ighlights:
¥/ ¥ net sales growth 11% 6 2% 3% DETH 104% 44%,
¥ /Y gross profit growth T, Mid 152% 315% TT% 155%
Gross margin 27%, 10% 22% 3E% 18% 23%
Pro forma operating margin 2% (33%5) (%) 18% (30%) (6%
Met sales mix 533% 22% 5% 10% 15% 100%
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AMAZON.COM, INC.

Segment Information
(in thousands)
(unaudiied)
Year Ended December 31,2001
1.5, Retail
Books, Music Electronics,
and DVD/Wideo Tools and Kitchen Total Bervices  International Consolidated
et sales § 1688752 § 547100 § 2235042 225117 § 661374 § 3,122,473
Gross profit 453,129 78,384 531,513 126,439 140,606 THE,558
Pro forma incotme (loss) from operations 156,753 (140 685) 16,068 42042 (103,112) (45,002)
Stock-based compensation (4,637
Amortization of goodwill and other intangibles (121,033
Restructuring-related and other (181,585
Met interest expense and other (114,17
Equity in losses of equity-method inrestees, net (30,327
Cumulative effect of change in accounting principle [10,533)
Het loss ] (367,277)
Segment highlights:
¥/ ¥ net sales growth (1% 13% 2% 13% T4%, 13%
Y /Y gross profit growth 9% 6% 15% 2% B2% 22%
Gross margin 27%, 14% 4% 56% 21% 26%
Pro forma operating margin 9% (26%8) 1% 19% (1636 (1%
Met sales mix 4% 18% 2% T 21% 100%
Year Ended December 31, 2000
1.5, Retail
Books, Music Electrofica,
atd DVD/WVideo Tools and Kitchen Total Services  International Consolidated
et sales § 1,698,266 § 424151 § 182417 § 198491 §  3E10TS % 2,761,983
Gross profit 417 452 44 655 462,107 116,234 77,436 655,777
Pro forma incotme (loss) from operations 71441 (269890) (198449) 26519 (1450700 (217,000
Stock-based compensation (24,797
Amortization of goodwill and cther intangibles (321,770
Eestructuring-related and other (200,311
et interest expense and other (242,797
Equity in losses of equity-method inorestees, net (304,396
Het loss b (1,411,273
Segment highlights:
¥/ ¥ net sales growth 30% 221% S0% MiA 127% BEY
¥ /Y gross profit growth 50%, Mid 20%, Ni& 118% 126%
Gross margin 25% 0% 21% 0% 20% 24%
Pro forma operating margin 4% (5698 (9% 13% (38%) (1196
Met sales mix A1% 18% % % 14%, 100%

Mote: The attached "Financial and Operationa Highlights" are an integral part of the press release financial statements,
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AMAZON.COM, INC.

Balance Sheets
(in thousands, exceptper share data)
(unaudited)
December 31, December 31,
2001 2000
ARSETS
Curtent assets:
Cash and cash equivalents % 340,282 % 222,433
Marketable securities 436,303 ATE0ET
Inretitories 143,723 174,563
Frepaid expenses and other current assets 67,613 26,044
Total current assets 1,207,920 1,361,129
Fixed assets, net 271,751 366,416
Goodwill, net 45,367 152,990
Other intangibles, net 34, 332 6,335
Inwestments in equity-method investees 10,387 32073
Other equity investments 17,972 40,177
COther assets A0 TRE a0, 049
Total assets § 1437347 $ 2135169
LIABILITIES AND STOCEHOLDERS' DEFICIT
Current labilities:
Acecounts payahle $ 444 742 $ 425 323
Accrued expenses and other current labilities 305,064 AT RES
Tnearned revenue 27078 131,117
Interest payahle 6E,632 69,196
Cutrent portion of long-term debt and other 14,092 16,577
Total cutrent labilities 231,414 OF4 956
Long-term debt and other 2,158,133 2,127 464
Conunitments and contingencies
Stockholders' deficit:
Preferred stock, $0.01 par walue:
Authonzed shares -- 500,000
[ssued and outstanding shares - none - -
Common stock, $0.01 par value:
Authotized shares -- 5,000,000
[ssued and outstanding shares -- 373,218 and 357,140, respectively 3,732 3,571
A dditional paid-in capital 1,462,769 1,338,303
Deferred stock-based compensation (9,255 (13,445
Accumrulated other comprehensive loss (36,070 (2,376
Accumulated deficit (2,260,57%) (2,293,301
Tuotal stockholders' deficit (1,440,000 (P67.251)
Total abilities and stockholders' deficit ;] 1,637 547 3 2,135,189

Note: The attached "Financial and Operational Highlizhts" are an integral part of the press release financial statements.
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AMAZON.COM, INC.

Statements of Cash Flows
(in thousands)
(unaudiied)
Three Months Ended Year Ended
December 31, December 31,
2001 2000 2001 2000
CASH AND CASH EQUIVALENTS, EEGINNING OF PERIOD $ 432,307 § 647,048 $ 822,435 $ 133,309
OPERATING ACTIVITIES:
Het income (loss) 5,087 (545,140 (567.27T) (1,411,273
Adjustments to reconcile net income (loss) to net cash provided by
(used ity) operating activities:
Depteciation of fixed assets and other amortization 21,047 22,741 24,700 24,480
Atock-based compensation 1,927 (1,112 4637 24,797
Equity in losses of equity-method investees, net 1,833 37,559 30,327 304,596
Amortization of goodwill and other intangibles 37537 79210 181,033 321774
Non-cash restructuring-related and other 2,883 124,052 73,293 200,211
Loss (zaity) on sale of matketable secutities, net (198) 3,577 (1,335 (28
Other losses (gaing), net (16,310 155,005 2,141 142,639
Hon-cash interest expense and other 6,510 a,450 26,629 24,786
Cunnilative effect of change in accounting principle - - 10,523 -
Chaniges in operating assets and liahilities:
Inventories (13815 (10,683) 30,628 46,083
Prepaid expenses and other cutrent assets 2,641 3412 20,732 (3,585
Accounts payable 209,544 120,674 (44, 438) 22357
Accrued expenses and other current liabdlities 63,243 113,374 30,031 93,967
Unearned revenue 38,008 31,727 114,732 7,818
Amortization of previously unearned revene (40,408 (42,653 (135,202) (108,211
Interest payable 27,467 29,160 (345 34341
et cash provided by (used in) operating activities 340,120 247 853 (119,782 (130,442
INVESTING ACTIVITIES:
Sales and maturities of marketable securities a7 316 23811 370,377 345 724
Purchases of matketable securities (286,214 (28,715 (567,150 (184,455
Purchases of fixed assets, including internal-use softuare and
web-site development (7,330 (37,331) (20,321) (134,758)
Inrvestments in equity-method inrestees and other investments (6,198) (a91) (6,19%) (62,533)
Het cash provided by (used i) investing activities (232,630 (102,526) (253,294 163,978
FIMANCING ACTIVITIES:
Proceeds from exercize of stock options and other 2,047 4,980 16,023 LEX
Proceeds from issuance of common stock, net of issuance costs - N o0 8=l N
Proceeds from long-term debt and other - - 10,000 BE1, 499
Repayment of long-term debt and other (4,440 (3,930 (19,575 (16,927
Financing costs - - - (16,123
HMet cash provided by (used i) financing activities (2,392 1,050 106,881 683,147
Effect of exchange-rate changes on cash and cash equiralents (6,122 29,410 (15,958) (37,557
Net increase (decrease) in cash and cash equivalents 107,975 175,337 (282,153 A80,124
CASH AND CASH EQUIVALENTS, END OF PERIOD § 540,282 522,435 $ 540,282 242,435
SUPPLEMENTAL CASH FLOW INFORMATION:
Fired assets acquired under capital leases % 114 113 5 4,507 4,459
Fized assets acquired under financing agreements 1,000 - 1,000 4,244
Equity securities received for commercial agreements - - 331 106,248
Atock izsued in connection with business acquizitions and minority
itrrestiments 5,000 N 3,000 32,120
Cash paid for interest 1,194 1,870 112,184 67,252

Hote: The attached "Financial and Operational Highlights" are an integral part of the press release financial statements.
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AMAZON.COM,INC.

Supplemental Financial Information and Business Metrics
(unaudited)

(in millions, excepi per share data)

Resulis of Operations

Het zales
Het sales - trailing twelve months (TTLD
Het sales to customers outside the T3, - % of net sales

Gross profit

Gross matgin - %6 of net sales
Gross profit -- TTM

Grozs matgin - TTM % of net sales

Fulfillment costs -- % of net sales
Fulfilliment costs -- % of U3, Fetail and International combined net sales

Pro forma operating expenses
Pro forma operating expenses -- TTII

Pro forma operating income (loss)
Pro forma operating matgin - % of net sales
Pro forma operating incotme (loss) - TTR

GAAP operating incote (loss)
GAAP operating income (losg) -- % of net sales
GAAP operating income (loss) -- TTR

Pro forma net income (loss)
Pro forma net income (loss) per share
Pro forma net income (loss) -- TTI

G AP net income (loss)
GA AT net income (loss) per share
GAAP net income (loss) -- TTIM

.5, books, music and DVDvideo (I3 BMVI) segment:
I3 BMVD net sales
U3 BMVD net sales -- TTI
U3 BMVYD gross profit
US BMVYD pro forma operating margin -- % of US BMYD net sales

.3, electronics, tools and kitchen (U3 ETE) segment:
U3 ETK net sales
U3 ETE net sales - TTM
U3 ETK gross profit
U3 ETK pro forma operating margin -- % of U3 ETE net sales

Services segment:
Betvices net sales
Services niet sales -- TTI
Services gross profit
Services pro forma operating margin -- % of Bervices net sales

International segmett:
International net sales
International net sales -- TTM
International gross profit
International pro forma operating margin -- % of International net sales

F/F¥

Q42000 QL2001 Q22001 Q32001 | Q42001 Growth%
$ 972 | % 700 | % 668 | § 639 |% 1,115 15%
$ 2762 |43 238 |4 2978 |4 2980 |% 3122 FELT
219 269, 28%, 20%, 2005 A

$ 224 | % 123 | § 120 | % 162 | % 274 22%
23.1% 26.1% 26.0%, 25.4% 24.6% A

% 656 | % 710 | & 754 | % 749 | % 799 22%
23.7% 24.6% 25.3% 25.1% 25 6% A
13.5% 14.0% 12.8% 12.7% 0.2% A
14.9% 149% 13.6% 13.7% 10.7% WA

$ 224 | % 23| % 208 | 4% 129 | % 215 (249%)
$ 073 | 077 | & 950 | & e 244 {13%)
$ g | % 49| § 25| § 27l % 59 A
(6.2%) (6 0% (4290 (429 53% A

$ 317 % (2661 | & (205 & (16| & (45 fEE%)
% (32| % 21| % c1am| % om| % 15 A
(33.1%) (30.9%%) (20.99%) (11.0%) 1.3% A

$ 6| § 89| § (4| § 74m| § (418 (529%)
$ o % 76| $ 55| % [63:3] I 35 A
$ @In|F  @In|F mim|$  @if|$ 009 A
% M| % GTh| % cid| % 20| % (137 {62%)
$ (545 | % (23| % (62| % (17m| % 3 A
% 15h s s s 0an| s e b 001 A
$ LD S 33P0 LIED| S LE] 8 (567 {6095
$ 52| % 410 | % o0 | % 51| % 538 5%
$ 169§ 1706 % LTI | LEe2]|$ 0 1eE9 1%
$ 139 | % 109 | % 1t | & 23] % 140 i%
2% 7% 10% % 12% A

% 220 | % 117 | % 11 | % 103 ]% 217 (2%)
% 424 | % 526 | & 545 | % 351 % 547 179
$ 22| % 17 | 13 |4 13]4% 35 55%
(33%) (3095 (3795 (32%) (0% A

$ 9 | % 42| % % 4|3 98 ELT
$ 192 | g | % 229 | § 223 % 225 139
$ AT % 22| % 2| % 7| % 45 2i%
18% 10% 1% 17% 26 A

$ 145 | % 132 | % 122 | § 138 | & 262 1%
$ 38| % 438 | % 493 | § 5441 % £i61 4%
$ 2% | % 28| % 29| % il 35 1100
(30%) (26%6) (2396 (20%6) (494 A

Mote: The attached "Finanecial and Operational Highlishts" are an integral part of this Bupplemental Financial Information and Business Ietries.
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AMAZON.COM, INC.
Supplemental Financial Information and Business Meirics

(unaudited)
(in millions, except, net sales per active customer, marketing cost per new customer account, irventory turnover, accounts payable days, and enployee
data)
¥sF
Q4 2000 Q1 2001 Q2 2001 Q3 2001 Q42001  Growth %

Customer Data *
Mew customer accouts 4.1 3.0 2.4 29 47 15%
Active customer accounts -- TTR 192 205 211 230 247 25%
Hew customer accounts -- international 1.1 1a ne 1a 1é 5%
Active customer accounts - international - TTR 42 49 54 6.1 69 4%
Met sales (exchuding catalag sales) per active customer account -- TTM | § 134 | § 135 | § 136 | § 126 | § 123 &%)
Matketing cost per new customer account $ 13| % 12 | % 14 1% 1|4 7 f45%)
1.3, customers (excluding Marketplace, Auctions and Z3hops

customers) ordering from non-US BMVD stores 6% 10% 21% 2% 3T% MAA
Balance Sheet
Cash and marketable securities $ 1,101 | § 643 | § 609 | 5 G662 | 5 997 {2%)
Inventory, net ] 175 $ 156 | § 129 [ § 131 | $ 144 F15%)
Inventory -- % of net sales 17% 24% 21% 20% 12% MAA
Inventory - % of TTI net sales % 6% % % % MfA
Inventory tumover -- annualized 177 124 137 147 245 38%
Inventory turnover -- TTT 11.7 130 140 148 158 35%
Fixed assets, net ] 366 | § 304 | § 292 | § 288 | § 272 £26%)
Accounts payable days -- ending <1} 45 42 4 48 f15%)
Cash Flows
Cash generated by (used in) operations ] 42 | % 407y § 2% (ad| % 349 1%
Cashused in operations -- TTh ] (13m| $ 217 $ (61| $ 220] 4 (120 (3%)
Putchases of fixed assets $ e R (.l % (iml % W] =) {75%)
Purchases of fixed assets -- TTM % (13m| % (123 § (109 § (20| & (50 {83%)
Other
Comon shares outstanding 357 359 362 372 373 3%
Options outstanding -- % of common shares outstanding 20% 12% 12% 18% 18% MAA
Employees (full-time and part-time) 9,000 8,600 7200 7,900 7,800 {13%)

Mote: The attached "Financial and Operational Highlights" are an integral part of this Supplemental Finaneial Information and Business Metrics.

* Our customer account and active customer caleulation methodology was modified in the third quarter 2001, primarily to inclhade all customers who order
new and vsed products through Amazon Marketplace., Cur prior methodology did not capture all such customers. If second quarter 2001 customer
metrics were presented under the modified methodology, new customer accounts, active customer accounts, International customer accounts,
International active customer accounts, TTH net sales per active customer account, and marketing cost per new customer account would have been 2.7
million, 21.9 million, .8 million, 5.5 million, $131, and $13, respectively. Amounts prior to the 2001 second quarter have not been recaleulated under the
cutrent methodology.
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AMAZON.COM, INC.
Financial and Operational Highlights
Fourth Quarter Ended December 31, 2001
(unaudited)

Results of Operations (all comparisons are with the comparable period of 2000)

Net Sales

e Shipping revenue was approximately $125 million, up from $112 million.

e The cash portion of Services net sales increased to approximately $93 million, or 95% of net sales, from
$75 million, or 78%; non-cash Services revenues decreased to approximately $5 million, or 5%, from $21
million, or 22%.

e Excluding fourth quarter 2000 online sales of toys and video games, which since September 2000 are now
sold at wivw.amazon.com through our strategic alliance with Toysrus.com and reported in our Services
segment, growth rates for our U.S. Electronics, Tools and Kitchen segment would have been 5%.

Gross Profit

e (Gross margin, excluding the results of our Services segment, would have been 23%, up from 21%.

e Costs associated with our service revenues classified as cost of services generally include fulfillment-
related costs to ship products on behalf of third-party sellers, costs to provide customer service, credit card
fees and other related costs.

e Shipping gross loss was approximately $11 million, down from $17 million; this includes the International
segment’s shipping gross loss of approximately $6 million, up from $2 million. We continue to measure
our shipping results relative to their impact on our overall financial results, with the viewpoint that
shipping promotions are an effective promotional tool. We will continue offering shipping promotions to
our customers, which reduce shipping revenue as a percentage of sales and will negatively affect gross
margins on our retail sales.

Fulfillment

e Fulfillment costs represent those costs incurred in operating and staffing our fulfillment and customer
service centers, including costs attributable to receiving, inspecting and warehousing inventories; picking,
packaging and preparing customers’ orders for shipment; credit card fees and bad debt costs; and
responding to inquiries from customers. Fulfillment costs also include amounts paid to third-party
cosourcers who assist us in fulfillment and customer service operations.
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Stock-Based Compensation

During the first quarter of 2001, we offered a limited non-compulsory exchange of employee stock
options. This option exchange offer results in variable accounting treatment for approximately 12 million
stock options at December 31, 2001, which includes approximately 11 million options granted under the
exchange offer with an exercise price of $13.375, and approximately 1 million options that were subject to
the exchange offer but were not exchanged. Variable accounting treatment will result in unpredictable and
potentially significant charges or credits, dependent on fluctuations in quoted prices for our common stock,
which we are unable to forecast.

Amortization of Goodwill and Other Intangibles

The Financial Accounting Standards Board issued SFAS No. 142, “Goodwill and Other Intangible Assets”
which requires use of a non-amortization approach to account for purchased goodwill and certain
intangibles, effective January 1, 2002. We expect the adoption of this accounting standard will result in
approximately $25 million of intangible assets being subsumed into goodwill, and will have the impact of
substantially reducing our amortization of goodwill and intangibles effective January 1, 2002. Transitional
impairments, if any, are not expected to be material; however, impairment reviews may result in future
periodic write-downs.

Restructuring-Related and Other

We continued the implementation of our operational restructuring plan to reduce our operating costs,
streamline our organizational structure and consolidate certain of our fulfillment and customer service
operations. As a result of this initiative, we recorded restructuring and other charges of approximately
$177 million during the first three quarters of 2001, and $5 million in the fourth quarter ended December
31, 2001. This initiative involved the reduction of employee staff by approximately 1,300 positions
throughout the Company in managerial, professional, clerical, technical and fulfillment roles;
consolidation of our Seattle corporate office locations; closure of our McDonough, Georgia, fulfillment
center; seasonal operation of our Seattle fulfillment center (if necessary); closure of our customer service
centers in Seattle and The Hague, Netherlands; and ongoing lease obligations for technology infrastructure
no longer utilized. Each component of the restructuring plan has been substantially completed.

Costs that relate to ongoing operations, including inventory write-downs, are not part of restructuring
charges. There have been no significant inventory write-downs resulting from the restructuring, and none
are anticipated.
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e (Cash payments resulting from the restructuring were $49 million in 2001, $14 million of which was paid
in the December quarter. We anticipate the restructuring charges will result in the following net cash

outflows:
(in thousands) Termination
Benefits Other Total
Leases (a)

Year Ending December 31,
2002 i $35,578 $61 $5,159  $40,798
2003 .o 5,476 — 3,031 8,507
2004 .o 2,016 — — 2,016
2005 oo 1,983 — — 1,983
2000 ..o 2,068 — — 2,068
Thereafter.........ccoceeeeeeiveiieeciieecen, 6,066 — — 6,066

Total estimated cash outflows.............. $53,187 $61 $8.190 $61.438

(a) Net of anticipated sublease income of approximately $68 million.

Other Income (Expense), Net

e Other income (expense) consists primarily of net realized gains and losses on sales of marketable
securities, miscellaneous state and foreign taxes and certain foreign-currency-related transaction gains and
losses.

Other Gains (Losses), Net

e Other gains, net were $16 million for the three months ended December 31, 2001, primarily consisting of a
foreign-currency gain on 6.875% PEACS.

e Currency gains and losses arising from the remeasurement of the 6.875% PEACS principal from Euros to
U.S. dollars are recorded each quarter. We are unable to forecast the gains or losses associated with our
PEACS that will result from fluctuations in foreign exchange rates in future periods. Absent the foreign-
currency gain recorded this quarter, we would have reported a fourth quarter 2001 GAAP net loss.

Equity in Losses of Equity-Method Investees

e Equity in losses of equity-method investees represents our share of losses of companies in which we have
investments that give us the ability to exercise significant influence, but not control, over an investee.
Equity-method losses reduce our underlying investment balances until the recorded basis is reduced to
Zero.
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Income Taxes

At December 31, 2001, we had net operating losses of approximately $2.3 billion related to U.S. federal,

state and foreign jurisdictions.

Earnings per Share

Diluted earnings per share is computed using the weighted average number of common and common stock
equivalent shares outstanding during the period; common stock equivalent shares such as options, warrants
and convertible securities are excluded from the computation if their effect is antidilutive.

Financial Condition

Cash and Marketable Securities

Cash and marketable securities are impacted by the effect of quarterly fluctuations in foreign-currency
exchange rates, particularly the Euro. Our Euro investments, classified as available for sale, had a balance
of 179 million Euros ($158 million, based on the exchange rate as of December 31, 2001).

Our marketable securities, at estimated fair value, consist of the following, as of December 31, 2001 (in

thousands):
Certificates of depoSit........cccevveeveeiiieieicieieieeree, $ 18,159
Commercial paper and short-term obligations.............. 28,622
Corporate notes and bonds ..........ccceeeveeevieencieeenveeennee. 37,602
Asset-backed and agency securities ..........ccceeeveerneennne 232,821
Treasury notes and bonds ...........cccoeveveeiiieniiiieenienneans 125,947
EqQUIty SECUTTLIES ...veveiiieeiiieeiieeeiieeeiee e 13,152

$456,303
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Certain Definitions and Other

Our segment reporting includes four segments: U.S. Books, Music and DVD/Video; U.S. Electronics,
Tools and Kitchen; International; and Services. Allocation methodologies are consistent with past
presentations, and prior period amounts have been reclassified to conform with the current period
presentation.
The U.S. Books, Music and DVD/Video segment includes revenues, direct costs and cost allocations
associated with retail sales from www.amazon.com for books, music, DVD and video products and for
magazine subscriptions, including commissions earned on sales of similar products, new or used, through
Amazon Marketplace. This segment also includes product sales, direct costs and cost allocations
associated with stores offering these products through our Syndicated Stores program, such as
www.borders.com.
The U.S. Electronics, Tools and Kitchen segment includes revenues, direct costs and cost allocations
associated with www.amazon.com retail sales of electronics, computers, kitchen and housewares, camera
and photo items, software, cell phones and service, tools and hardware, outdoor living items, and computer
and video games products, sold other than through our Toysrus.com strategic alliance, as well as catalog
sales of toys, tools and hardware. This segment also includes commissions earned on sales of similar
products, new or used, through Amazon Marketplace. This segment includes commissions and other
amounts earned from offerings of these products by third-party sellers under ourf Merchant(@amazon.com |
Program, including our strategic alliance with Circuit City, and will include stores offering these products,
if any, through its Syndicated Stores.
The International segment includes all revenues, direct costs and cost allocations associated with the retail
sales of our four internationally-focused sites: www.amazon.de, www.amazon.fr, www.amazon.co.jp and
www.amazon.co.uk.
The Services segment includes revenues, direct costs and cost allocations associated with our business-to-
lhusjmss_mmgj.c_aﬂia.n&:s, including the Merchant Program and certain aspects of the
Merchant@amazon comIProgram, as well as the strategic alliance with America Online. This segment
also includes Amazon Auctions, zShops and Payments, and miscellaneous marketing and promotional
agreements.
All references to customers mean customer accounts, which are unique e-mail addresses, established either
when a customer’s order is shipped or when a customer orders from a third-party seller. Customer
accounts include customers of Amazon Marketplace, Auctions and zShops services, and customer
accounts under our Merchant@amazon.com|and Syndicated Stores programs, but exclude Amazon
Payments customers, our catalog customers, and the customers of selected companies with whom we have
strategic marketing and promotional relationships.
Trailing twelve-month net sales per active customer account figures include all amounts earned through
Internet sales, including net sales earned from new or used products sold through Amazon Marketplace,
Auctions and zShops services, and products sold through our Merchant(@amazon.com|and Syndicated
Stores programs, but excluding products sold through our catalogs and certain strategic alliances and sales
of inventory to Toysrus.com. A customer is considered active upon placing an order.
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