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Item 1.01. Entry into a Material Definitive Agreement.
 
Agreement and Plan of Reorganization
 

On August 16, 2015, zulily, inc., a Delaware corporation (“zulily”), entered into an Agreement and Plan of Reorganization (the “Reorganization Agreement”) with
Liberty Interactive Corporation, a Delaware corporation (“Parent” or “Liberty”), Mocha Merger Sub, Inc., a Delaware corporation and a direct, wholly owned subsidiary of
Merger Sub 2 (as defined below) (“Purchaser”) and Ziggy Merger Sub, LLC, a Delaware limited liability company and a direct, wholly owned subsidiary of Parent (“Merger
Sub 2”).
 

Pursuant to the Reorganization Agreement, Purchaser, on the terms and subject to the conditions thereof, will commence an exchange offer (the “Offer”) to acquire
any and all of zulily’s issued and outstanding shares (the “Shares”) of Class A common stock, par value $0.0001 per share (the “Class A Common Stock”) and Class B
common stock, par value $0.0001 per share (the “Class B Common Stock” and together with the Class A Common Stock, the “zulily Common Stock”), for consideration
comprised of: (i) $9.375 per share of zulily Common Stock, net to the seller in cash (the “Cash Consideration”), and (ii) 0.3098 of a share of Parent’s Series A QVC Group
Common Stock, par value $0.01 per share, plus cash in lieu of any fractional shares (the “Stock Consideration” and together with the “Cash Consideration,” the “Transaction
Consideration”), in each case, without interest, but subject to any applicable withholding of taxes. To preserve the qualification of the Offer and the Merger as a
“reorganization” under the Code (as defined below), the Cash Consideration may be decreased and Stock Consideration may be increased by the number of shares (or fraction
of a share) of Parent’s Series A QVC Group Common Stock such that, after such adjustment, the aggregate value of the Stock Consideration will be equal to approximately
43% of the value of the Transaction Consideration.
 

If the conditions to the Offer are satisfied and the Offer closes, Parent would acquire any remaining Shares pursuant to a merger of Purchaser with and into zulily (the
“First Merger”), with zulily surviving the First Merger. Immediately following the First Merger, zulily, as the surviving corporation of the First Merger, will be merged with
and into Merger Sub 2 (the “Second Merger” and, together with the First Merger, the “Mergers”), with Merger Sub 2 surviving the Second Merger as a direct, wholly owned
subsidiary of Parent. The Reorganization Agreement contemplates that the First Merger will be effected pursuant to Section 251(h) of the General Corporation Law of the
State of Delaware (the “DGCL”), which permits completion of the First Merger upon the acquisition of a majority of the voting power of zulily Common Stock. Accordingly,
no vote of zulily’s shareholders will be required in connection with the First Merger if Parent and Purchaser consummate the Offer. zulily and Parent intend, for U.S. federal
income tax purposes, that the Offer and the Mergers, taken together, will qualify as a “reorganization” within the meaning of Section 368(a) of the Internal Revenue Code of
1986 (the “Code”), as amended.
 

Upon the First Merger being effective, each outstanding Share (other than Shares owned by Parent, Purchaser, Merger Sub 2 or zulily, or by stockholders who have
validly exercised their appraisal rights under Delaware law), will be cancelled and converted into the right to receive the Transaction Consideration. No fractional shares of
Parent’s Series A QVC Group Common Stock will be issuable in the Offer or the First Merger, and each stockholder who otherwise would be entitled to receive a fraction of
a share of Parent’s Series A QVC Group Common Stock pursuant to the Offer or the First Merger will be paid an amount in cash (without interest) equal to such fractional
part of a share of Parent’s Series A QVC Group Common Stock multiplied by the volume weighted average closing sale prices per share of Parent’s Series A QVC Group
Common Stock on Nasdaq for the ten consecutive full trading days ending on the second trading day prior to the date on which the Offer is consummated, calculated to three
decimal places.
 

The obligation of Parent and Purchaser to consummate the Offer is subject to various conditions set forth in the Reorganization Agreement, including, among others:
(i) the number of Shares being tendered and not validly withdrawn prior to the expiration of the Offer which, upon the consummation of the Offer (assuming the shares of



Class B Common Stock validly tendered and not withdrawn will convert to shares of Class A Common Stock at the time of the consummation of the Offer), when added to
any shares of zulily Common Stock owned by Purchaser, represent at least a majority of: (a) the aggregate voting power of the Shares outstanding immediately after the
consummation of the Offer, plus (b) the aggregate voting power of the shares of zulily Common Stock issuable to holders of zulily options which have been exercised prior to
the consummation of the Offer (and to which shares of zulily Common
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Stock have not yet been issued); (ii) the expiration or termination of the applicable waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended; (iii) the absence of any Company Material Adverse Effect (as defined in the Reorganization Agreement) since the date of the Reorganization Agreement that is
continuing on the expiration date of the Offer; (iv) the registration statement registering Parent’s Series A QVC Group Common Stock to be issuable in connection with the
Offer and the First Merger being declared effective by the Securities and Exchange Commission (the “SEC”); and (v) the shares of Parent’s QVC Series A Stock that will be
issued in the Offer and the First Merger being approved for or exempted from listing on the Nasdaq. Consummation of the Offer or the First Merger is not subject to a
financing condition.
 

The Offer will expire at midnight, New York time, on the 20th business day following the commencement date of the Offer, unless extended in accordance with the
terms of the Offer and the Reorganization Agreement.
 

The Reorganization Agreement contains customary representations and warranties and covenants by the parties. Generally, zulily has agreed to operate its business
in the ordinary course until the completion of the Transactions (as defined below). zulily has also agreed not to solicit or initiate discussions with third parties regarding other
proposals relating to alternative transactions and certain restrictions on its ability to respond to such proposals, subject to certain limited exceptions to permit zulily’s board of
directors to comply with its fiduciary duties. Parent and Purchaser have agreed to use reasonable best efforts to obtain approval of the Transactions under the Hart-Scott-
Rodino Antitrust Improvements Act of 1976, as amended.
 

The Reorganization Agreement also contains customary termination provisions in favor of each of zulily and Parent, subject, in certain circumstances, to the payment
by zulily of a termination fee of $79 million. zulily must pay Parent the $79 million termination fee if the Reorganization Agreement is terminated by Parent following a
change of recommendation by the board of directors of zulily or if zulily terminates the Reorganization Agreement to enter into an agreement with respect to a proposal from
a third party that the board of directors of zulily has determined is superior to Parent’s, in each case, as is described in further detail in the Reorganization Agreement. Under
certain additional circumstances described in the Reorganization Agreement, zulily must also pay Parent a termination fee of $79 million if the Reorganization Agreement is
terminated and, within twelve months following such termination, zulily enters into an agreement for, or consummates, a business combination transaction of the type
described in the relevant provisions of the Reorganization Agreement.
 

The board of directors of zulily: (i) unanimously (with the exception of one director, who recused himself from the vote) determined that the terms of the
Reorganization Agreement and the transactions contemplated by the Reorganization Agreement (the “Transactions”), including the Offer and the First Merger are fair to, and
in the best interests of zulily and its stockholders; (ii) determined that it is in the best interests of zulily and its stockholders, and declared it advisable, to enter into the
Reorganization Agreement; (iii) approved the execution and delivery by zulily of the Reorganization Agreement, the performance by zulily of its covenants and agreements
contained in the Reorganization Agreement and the consummation of the Offer, the Mergers and the other Transactions upon the terms and subject to the conditions contained
in the Reorganization Agreement; and (iv) resolved to recommend that the holders of Shares accept the Offer and tender their Shares to Purchaser pursuant to the Offer.
 

The foregoing summary of the principal terms of the Reorganization Agreement does not purport to be complete and is qualified in its entirety by reference to the
full copy of the Reorganization Agreement filed as Exhibit 2.1 hereto and incorporated herein by reference. The summary and the copy of the Reorganization Agreement are
intended to provide information regarding the terms of the Reorganization Agreement and are not intended to modify or supplement any factual disclosures about zulily or
Parent in its public reports filed with the SEC. In particular, the Reorganization Agreement and related summary are not intended to be, and should not be relied upon as,
disclosures regarding any facts and circumstances relating to any party to the Reorganization Agreement. The Reorganization Agreement includes representations, warranties
and covenants of zulily, Parent, Purchaser and Merger Sub 2 made solely for the benefit of the parties to the Reorganization Agreement. The assertions embodied in those
representations and warranties were made solely for purposes of the contract among zulily, Purchaser, Parent and Merger Sub 2 and may be subject to important qualifications
and limitations agreed to by zulily, Purchaser, Parent and Merger Sub 2 in connection with the negotiated terms. Moreover, some of those representations and warranties may
not be accurate or complete as of any specified date,
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may be subject to a contractual standard of materiality different from those generally applicable to zulily’s or Parent’s SEC filings or may have been used for purposes of
allocating risk among zulily, Purchaser, Parent and Merger Sub 2 rather than establishing matters as facts. Investors should not rely on the representations, warranties and
covenants or any description thereof as characterizations of the actual state of facts of zulily, Parent, Purchaser, Merger Sub 2 or any of their respective subsidiaries or
affiliates.
 
Tender and Support Agreement
 

Concurrently with the execution and delivery of the Reorganization Agreement, on August 16, 2015, Darrell Cavens, zulily’s President and Chief Executive Officer
and a member of its board of directors and Mark Vadon, the Chairman of its board of directors (the “Founders”), entered into a tender and support agreement (the “Tender and
Support Agreement”) with Parent, Purchaser and, with respect to certain provisions, zulily, pursuant to which the Founders (and certain related parties of the Founders) agree,
among other things, to: (i) tender all of the Shares owned by the Founders and (ii) in the event of an Adverse Recommendation Change (as defined in the Reorganization
Agreement), tender Shares owned by the Founders in the aggregate representing 34.99% of the outstanding voting power of zulily (assuming the conversion of the shares of
Class B Common Stock into shares of Class A Common Stock upon acceptance of such tender by Purchaser). The Tender and Support Agreement terminates upon certain
events, including the termination of the Reorganization Agreement in accordance with its terms.
 

The foregoing description of the Tender and Support Agreement is qualified in its entirety by the full text of such agreement, a copy of which is filed as 10.1 hereto,
and is incorporated by reference herein.
 
Item 8.01. Other Events.
 

On August 17, 2015, in connection with its previously announced entry into the Reorganization Agreement, Liberty held an investor call (the “Investor Call”) and
made available a slide show presentation (the “Slide Show”) for reference during such call. The transcript from the Investor Call and the Slide Show are all archived or
accessible from Liberty’s website.
 

The transcript of the Investor Call and the Slide Show are being filed herewith as Exhibits 99.2 and 99.3, respectively, to this Current Report on Form 8-K in
compliance with Rule 425 of the Securities Act of 1933, as amended, and are hereby incorporated by reference into this Item 8.01.
 
Item 9.01.  Financial Statements and Exhibits
 
(d)  Exhibits



 
Exhibit No. Name
2.1 Agreement and Plan of Reorganization, dated as of August 16, 2015, by and among Liberty Interactive Corporation, zulily, inc.,

Mocha Merger Sub, Inc., and Ziggy Merger Sub, LLC (incorporated by reference to Exhibit 2.1 to zulily, inc.’s Current Report on
Form 8-K (File No. 001-36188), filed with the Securities and Exchange Commission on August 17, 2015) (the “Reorganization
Agreement”)

10.1 Tender and Support Agreement, dated as of August 16, 2015, by and among Darrell Cavens, Mark Vadon, Liberty Interactive
Corporation, Mocha Merger Sub, Inc. and zulily, inc. (incorporated by reference to Exhibit 99.1 to zulily, inc.’s Current Report on
Form 8-K (File No. 001-36188), filed with the Securities and Exchange Commission on August 17, 2015)

99.1 List of Omitted Schedules and Exhibits to the Reorganization Agreement
99.2 Transcript of Investor Call
99.3 Slide Show for Investor Call
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SIGNATURE

 
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on its behalf by the undersigned

hereunto duly authorized.
 
Date: August 19, 2015
 

LIBERTY INTERACTIVE CORPORATION
   
   

By: /s/ Richard N. Baer
Name: Richard N. Baer
Title: Senior Vice President and General Counsel
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EXHIBIT INDEX

 
Exhibit No.

 

Name
2.1 Agreement and Plan of Reorganization, dated as of August 16, 2015, by and among Liberty Interactive Corporation, zulily, inc., Mocha Merger

Sub, Inc., and Ziggy Merger Sub, LLC (incorporated by reference to Exhibit 2.1 to zulily, inc.’s Current Report on Form 8-K (File No. 001-36188),
filed with the Securities and Exchange Commission on August 17, 2015) (the “Reorganization Agreement”)

10.1 Tender and Support Agreement, dated as of August 16, 2015, by and among Darrell Cavens, Mark Vadon, Liberty Interactive Corporation, Mocha
Merger Sub, Inc. and zulily, inc. (incorporated by reference to Exhibit 99.1 to zulily, inc.’s Current Report on Form 8-K (File No. 001-36188), filed
with the Securities and Exchange Commission on August 17, 2015)

99.1 List of Omitted Schedules and Exhibits to the Reorganization Agreement
99.2 Transcript of Investor Call
99.3 Slide Show for Investor Call
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Exhibit 99.1
 
List of Omitted Schedules and Exhibits
 
The following schedules and exhibits to the Agreement and Plan of Reorganization, dated as of August 16, 2015, by and among Liberty Interactive Corporation, zulily, inc.,
Mocha Merger Sub, Inc., and Ziggy Merger Sub, LLC have not been provided herein:
 
Schedules:
 

Section 3.1: Organization and Corporate Power
Section 3.2: Capitalization
Section 3.3: Authority; Execution and Delivery; Enforceability; State Takeover Statutes
Section 3.4: Consents and Approvals; No Conflicts
Section 3.9: Compliance with Laws
Section 3.11: Employee Benefit Matters
Section 3.14 : Properties
Section 3.15: Personal Properties and Assets
Section 3.16 : Tax Returns and Tax Payments
Section 3.17: Company Material Contracts
Section 3.18: Intellectual Property
Section 3.19: IT Systems and Data Security
Section 3.22: Broker’s Fees
Section 5.1: Company Conduct of Business Prior to the First Effective Time
Section 5.1(h): Company’s Budgeted Capital Expenditures for 2015
Section 5.9: Indemnification
Section 8.12A: Knowledge Definition
Section 4.3: Capitalization
Section 4.6: SEC Documents; Financial Statements; Undisclosed Liabilities
Section 8.12B: Knowledge Definition

 
Exhibits:
 

Exhibit A: Form of Tender and Support Agreement
Exhibit B: Form of Company Tax Representation Letter
Exhibit C: Form of Parent Tax Representation Letter

 
The Registrant hereby undertakes to furnish supplementally a copy of any omitted schedules or exhibits to the SEC upon request.
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Exhibit 99.2
 

Filed by Liberty Interactive Corporation pursuant to
Rule 425 under the Securities Act of 1933

Subject Company: zulily, inc.
Commission File No.: 001-36188

 
Transcript of August 17, 2015 Liberty Interactive Acquisition of zulily Investor Call

 
Operator
 
Ladies and gentlemen, thank you for standing by. Welcome to the Liberty Interactive Acquisition of zulily Investor Call. [Operator Instructions] As a reminder, this
conference is being recorded, Monday, August 17, 2015. I would now like to turn the call over to Joe Hoelscher, Manager of Investor Relations. Please go ahead.
 
Josef Hoelscher
 
Thank you. Before we begin, we’d like to remind everyone that this call includes certain forward-looking statements, including statements about the proposed acquisition of
zulily by Liberty Interactive, the commencement of an exchange offer for shares of zulily common stock, the realization of estimated synergies and benefits from the
proposed acquisition, business strategies, market potential, future financial prospects, new service and product offerings and other matters that are not historical facts.
 
These forward-looking statements involve many risks and uncertainties that could cause actual results to differ materially from those expressed or implied by such statements,
including, without limitation, the satisfaction of conditions to the proposed acquisition and exchange offer. These forward-looking statements speak only as of the date of this
call and Liberty Interactive, QVC and zulily expressly disclaim any obligation or undertaking to disseminate any updates or revisions to any forward-looking statement
contained herein to reflect any change in the Liberty Interactive’s, QVC’s and zulily’s expectations with regard thereto or any change in events, conditions or circumstances on
which any such statement is based.
 
Now I’d like to introduce Greg Maffei, Liberty Interactive’s President and CEO.
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee
 
Thank you, Joe, and good morning to all of you out there. Sorry to get some of you up so early, but we have good news. Today, speaking on the call besides myself, we’ll have
QVC’s President and CEO, Mike George; zulily co-Founder, President and CEO, Darrell Cavens; and zulily co-Founder and Chairman, Mark Vadon.
 
Liberty Interactive is very excited to announce this acquisition of zulily, expanding QVC’s leadership in discovery-based shopping. QVC is acquiring the leading scale, pure-
play e-commerce platform with a very similar focus on discovery, customer engagement and experiential shopping. We look at this as expanding QVC’s core demographic to
millennial moms, leveraging the fulfillment, procurement and back-office efficiencies that QVC has and can bring to zulily and creating exciting options with regard to
international expansion, new product categories and video commerce. And importantly, we’re retaining the highly skilled founders and the management team that built zulily.
 
So a few reasons we consider the zulily acquisition highly strategic for QVC. First, it’s going to accelerate the growth that we have in our domestic business. Second, it’s
going to diversify our multiplatform strategy and evolving digital landscape. It adds a complementary business with a very attractive business model. It enhances QVC’s
already sizable and scaled e-commerce platform. And as I’ve noted, it provides a new, highly attractive, new customer acquisition funnel for QVC. In the words of our
Chairman, it’s a Lucky Strike extra to get to welcome my friend and e-commerce leader, Mark Vaden, to the Liberty Interactive Board of Directors.
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Looking at the financials for a sec. We consider this a highly efficient use of QVC Group’s capital structure. The deal offers QVC Group shareholders high return deployment
of our free cash flow. And due to the free cash flow generation capabilities that QVC and zulily together will have, leaves sufficient flexibility to devote the vast majority of
our future free cash flow to share repurchases. I anticipate we should be able to sustain our share repurchases at levels similar to those — the levels you’ve seen over the last
few years. And lastly, in the financial category, it takes advantage of the current low interest rate environment to bring us to an attractive leverage level. QVC can accelerate
— when we look in the other side, QVC can help accelerate the evolution of zulily’s platform.
 
So let me introduce Darrell and let him chat a little bit about what’s going on at zulily.
 
Darrell Cavens
Chief Executive Officer, President and Director
 
Thanks, Greg. We’re really excited to be here. And as I look at kind of our opportunity to partner with the team at QVC and Liberty, I think there’s just some great
opportunities for us ahead. I want to take a moment and share a little bit about zulily for those of you that are not as familiar with our business.
 
Unlike QVC’s 30-year history, we’re only a 5.5-year-old business. When Mark and I started this business, we were really looking for opportunities to change the way people
shop online. Our goal was really to bring a boutique retail experience online. And at the time, as we looked at back in 2010 when we were starting the business, we didn’t
think anybody had done that particularly well and we felt like there was a pretty unique opportunity to bring that experience to a set of customers that we thought really
wanted it.
 
Our focus has always been on discovery and trying to really make sure that our customers are able to show up each day and find something special and unique. And so as we
set out to create a customer experience online, we really had 3 major themes. And I think they’re very similar to that of QVC’s values, our focus on freshness, new, fresh
product every day. And if you look at what we’re delivering, we’re offering up over 100 new events on the site each day and thousands of new products. On the discovery
side, we’re trying to make sure that she can find those boutique and special brands that you can’t find elsewhere.
 
A huge number of our products that we sell on the site don’t have a UPC symbol. We talk internally about this idea that they’re kind of off the end of the longtail in many
ways. They’re these kind of boutique brands often from kind of entrepreneurs around the country that don’t have great distribution in their product, but we’re able to offer up
that special differentiated product. And we’re able to use a lot of technology to enable that. So we have a tremendous amount of effort that’s gone into building our
personalization engines so that we can really deliver a one-to-one experience.
 
And then value is absolutely a critical piece of what we’re delivering. I think our powerful merchandising organization of over 500 people were out there sourcing these
products, brands, trying to find this differentiated product every day. The average for our orders, if you look at — our typical order is about $56, our average item is about
$18. And what that allows us to do is drive a set of frequency that we think is pretty unique in e-commerce and I think aligns very well with what QVC has built as well.
 
So if I look at our history as a business, the last 5.5 years, as we started out in that first year back in 2010, we did $18 million in sales, which we thought was a pretty good
first year. And now we’re operating at over $1.2 billion in annual net sales. We think this is a pretty unique growth trajectory and one of the few that has made it to $1 billion
in sales in 5 years. The only other 2 that we’re aware of are folks like Amazon and Old Navy.



 
Similar to QVC, the repeat behavior of our customers has driven this tremendous and fast growth. Our customers come back to us again and again and again. And along with
that, our mobile-first offering provides a broad selection of products and categories and drives that frequency. The use case for our customers is often when she’s standing in
line at Starbucks waiting for her drink or at the kids’ school waiting for the kid to come out and she’s got a couple of extra minutes, she’s able to pull up zulily and discover
fresh, new product every day.
 
We’re now shipping over 25 million orders a year within our fulfillment centers out of Nevada, Ohio and
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Pennsylvania. And it really gives us sort of national coverage. And I think our partnership with QVC is going to allow us to continue to expand that. International is still a
very small portion of our business. And at this point, primarily all our shipping is happening out of the U.S. And we think there’s opportunity ahead.
 
Now let me turn the call over to Mike, and he’ll walk you through the complementary businesses in greater detail.
 
Michael A. George
Chief Executive Officer and President
 
Thank you, Darrell. We at QVC are thrilled to be joining forces with Darrell and Mark and the terrific team here at zulily. They have built a remarkable business that, as
you’ve heard from both Greg and Darrell, that we think is highly complementary to ours.
 
QVC is the world’s leading video and e-commerce retailer. And like zulily, we offer an engaging, highly differentiated shopping experience centered on the joy of discovery.
And like zulily, we serve an attractive customer base of women with above-average household wealth who love to shop, who are early e-commerce and mobile adopters. And
like zulily, we believe passionately in building long-term, trust-based customer relationships and we enjoy very high levels of customer loyalty. Over 90% of our orders come
from repeat customers and approximately 90% of our existing customers continue with us from year-to-year.
 
We primarily serve 35- to 65-year-old women, which zulily perfectly complements with its millennial focus. We provide a highly diverse product offering that complements
zulily’s product range. And while we both focus on brands that are not easily found elsewhere, zulily’s emphasis on small boutique brands is, we think, a strong complement
to our prestige, entrepreneurial and proprietary brands.
 
With this partnership, we’re creating powerful multiplatform global retailer. On a pro forma basis, our companies generated a combined $10 billion of sales over the last 12
months. Our TV broadcast reached 340 million homes through 12 channels. And we’re the largest video commerce retailer in the world. We’ll have a combined active
customer base of approximately 19 million. We generated about $5 billion of combined e-commerce revenue with about half of that from mobile orders. And we will be one
of the leading e-commerce and mobile retailers in the world.
 
The 2 companies together have over 1,000 merchants around the world constantly searching for the latest discoveries and they enjoy privileged relationships with thousands
of vendors. Globally, the 2 companies have a presence in 14 markets and shipped over 230 million items to our worldwide customer base last year. We believe this combined
retail platform creates enormous opportunities for both companies to extend their leadership and success. So as we’ve discussed, QVC and zulily are highly complementary
companies, each an established market leader in experiential shopping, focused on the joy of discovery, featuring highly differentiated product offerings and very successful
mobile and digital engagement while at the same time, the unique strengths of our respective commerce platform provides opportunities to drive incremental revenue.
 
zulily has powerful proprietary personalization algorithms and technologies and an agile and efficient digital content production and asset-management system that we at
QVC can benefit from. Each day zulily sends millions of highly personalized e-mail messages before 9 a.m. and it presents unique Web experiences to virtually each customer
and visitor on their site based on their shopping patterns. At the same time, we think zulily can benefit from QVC’s video prowess. We produce approximately 40,000 hours of
live video on TV every year and feature 130,000 videos online. We also expect to leverage our combined buying and sourcing capabilities and our vast vendor base.
 
We believe there’s an opportunity to migrate zulily vendors to QVC by harnessing the power of QVC’s TV reach and helping them reach new customer segments. We also
see opportunities to offer QVC’s proprietary brands, such as Isaac Mizrahi or our upcoming launches of Halston and C. Wonder and other powerful properties like our
Today’s Special Value, on the zulily platform. And by combining forces, we substantially increased the management bench strength and the resources of both companies, and
we should be able to drive growth initiatives more effectively.
 
Both zulily and QVC are strong business models operating at scale with attractive customer purchase behavior,
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profitable unit economics and strong free cash flow conversion. We see opportunities over time to extend the purchase cadence and increase the annual spend with both brands
through the kinds of strategies I’ve just described. And together, both companies can learn from each other as we pursue complementary marketing strategies focused on
attracting and retaining high lifetime value customers, who embrace the unique shopping experiences we provide rather than one-off transactional customers.
 
Both companies, as I’ve discussed, serve highly attractive customer bases. They’re highly engaged shoppers with strong loyalty and purchase frequency. But today, there’s a
little overlap of our customer bases. Just 6% of zulily’s customers purchased from QVC in the last year. We plan to extend the reach of both brands by leveraging data and
analytics to find targeted and personalized ways to expose QVC customers to zulily and vice versa. We can also cross-sell through shared events and promotions, celebrity
engagement on both platforms and joint launches of new brands.
 
We see strong efficiencies from combining the power of these 2 platforms. We believe there’s the potential for meaningful cost synergy by combining our purchasing power
and volumes. But more important are the opportunities for accelerated growth, including leveraging QVC’s global presence to accelerate zulily’s international growth.
Currently, QVC broadcasts its TV programming to 9 countries on 3 continents while zulily operates a complementary international model without the need for significant
overseas investment. We believe our local market resources, knowledge and vendor relationships can be leveraged to expand zulily’s international presence.
 
And perhaps what’s most exciting about this new partnership isn’t captured on any of the slides we’ve shown today. That it’s become clear to us that in zulily, we have found
a kindred spirit, a management team and an organization that shares much of our culture and values, that embraces the power of a customer-centered business model and a
company that is maniacally focused on improving the business customer-by-customer, item-by-item, every minute of the day. So critical to our consideration was that Darrell
and his leadership team stay committed to the company and that we can continue to take advantage of Mark’s experience, insight and passion. QVC and zulily are tremendous
businesses with strong management teams. And we want each to remain focused on building their brands and realizing their full potential while we collaborate on those high-
value opportunities that will make our combined companies under Liberty much stronger that either could be on its own.
 
And I’ll turn it back to Greg.
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee



 
Great. Thanks, Mike and Darrell. If you look at Slide 11, it provides a brief overview of the deal. Liberty Interactive is acquiring all the outstanding shares of zulily through
an exchange offer with a follow-on merger. And this will all be attributed to the QVC Group tracking stock. The total consideration of $18.75 per share implies an equity
value of $2.4 billion and an enterprise value of $2.1 billion. The consideration is half in cash and half in newly issued QVCA shares. The cash portion will be funded through
cash on hand at zulily and a drawdown on QVC, Inc.’s revolving credit facility. We expect to issue a total of about 40 million new QVCA shares.
 
Looking at the next slide briefly on the capital structure. As I noted, we expect to fund the cash portion of the deal with $300 million of cash on hand at zulily and about a
$900 million drawdown on QVC, Inc.’s revolving credit facility. Please note that the incremental EBITDA from zulily will not count towards the leverage calculation at QVC
and the pro forma leverage at the operating company QVC level will be 2.8x. But I expect we will be bringing that down quickly, given the free cash flow generation that I
mentioned earlier.
 
With that, let me turn it over to Mark for some remarks on the deal as well.
 
Mark C. Vadon
Chairman
 
Thanks, Greg. Briefly, we’re just really excited about the partnership with QVC. As Mike and Darrell said earlier, the transaction is all about investing in our combined
future. As a single global retailer with 2 distinctive brands, we believe that we have the opportunity to accelerate our growth much faster together than if either of us was on
our
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own. QVC has transformed from a TV shopping company to the world’s leading video and e-commerce retailer that shares a great culture and a very similar understanding
for bringing entertainment, discovery and value into the daily customer experience. As Mike mentioned, as part of the QVC family, we believe there are major sources of
synergy which will allow us to create a powerful multiplatform and multibrand retailer that continues to innovate and change the way people shop.
 
I’ll just hand it back to Greg to close here.
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee
 
Great. Well, as you can hear, we’re very excited at Liberty, at QVC and at zulily about the prospects for the combined company and the opportunity to work together going
forward. Thanks to Mike, Darrell and Mark and everyone for joining. And with that, operator, I’d like to open the floor to questions.
 
Question and Answer
 
Operator
 
[Operator Instructions] Your first question is from the line of Matt Nemer from Wells Fargo.
 
Matthew R. Nemer
Wells Fargo Securities, LLC, Research Division
 
I’ve got a couple of questions for Mike George. The first is do you have a sense for what percentage of ZU’s active users you think you’ll be able to eventually convert over to
QVC active users based on their demographics or their behavior?
 
Michael A. George
Chief Executive Officer and President
 
Thanks for the question. I think it’s too early to tell. What we were encouraged by when we looked at zulily’s customer base, we had a couple of observations. First, today,
there is low overlap. So I mentioned only 6% of zulily’s active customers made a purchase on QVC. So that gives us a lot of upside. But they are very similar kinds of
customers. We both serve an above-average income customer and a customer that just really loves shopping, loves experiential shopping, loves to discover new things, enjoys
coming back every day. So other than the fact that their customer base is somewhat younger than ours, on all the other dimensions, they look very similar. One of the things
that Darrell and I talked about is it feels very much like the zulily customers is the customer that 10 years from now might migrate to QVC in terms of her core behavior. So if
we can get her excited about QVC at an earlier stage, we think there’s a lot of opportunity there.
 
Matthew R. Nemer
Wells Fargo Securities, LLC, Research Division
 
And then as a follow-up to that, between this announcement and the recent C. Wonder announcement, it does feel like there’s a broader push towards a younger customer
queue. Is that — is there a broader strategy at play here to try to drive the customer base younger?
 
Michael A. George
Chief Executive Officer and President
 
I would say we’ve never tried to target any particular customer demographic. Our view is offer a highly engaging experience, let customers [indiscernible] what they love,
continue to try to test new brands, test new platforms and see what happens. So it’s kind of an observable fact that our average customer age has [indiscernible] a little bit
lower over the last few years, which I do think is a reflection of categories like beauty and brands that tend to appeal to the younger customer and a little bit of a reflection of
our success offering her the kind of engagement a younger
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customer wants on mobile and other platforms. So we’re just trying to look for great products and have a great platform and let things fall out where they do. That said, by
obviously joining forces with zulily, we’ll get the substantially broadened customer base. And while I’m never personally concerned about whether the next generation of
customers will adopt QVC, I’ve always felt like QVC can continue to adapt and appeal to new generations of customers. Joining forces with a retailer that speaks to that
customer, the younger customer every day, gives us a powerful opportunity to enhance this customer base.
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee
 



It’s Greg. If I could just add, it wasn’t necessarily that the idea of trying to — younger — cheaper, younger demographic, it was the case that zulily looked so much like QVC
and met the needs of that younger demographic and fits so well. This is really unusual for Liberty. We’re doing something that is highly synergistic. We never really rely on
that. And this is a case where we didn’t have to go for synergies. There are savings around costs, but more importantly opportunities around revenue that are really
unparalleled and the fit was so natural. The fact that it led to a younger demographic was kind of like just happened to be the case. It wasn’t a goal. It was the fact that these
companies fit so well together.
 
Matthew R. Nemer
Wells Fargo Securities, LLC, Research Division
 
Understood. And lastly, Greg, do you have a sense for when you’d be able to restart the buyback at QVCA? It sounds like most of the cash will go towards debt paydown in
the short term.
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee
 
No, I actually don’t think that’s the case. I think we’re going to have the same opportunities I mentioned earlier to continue to buy back at levels that we’ve done over the last
few years. If you look at the incremental EBITDA that is being generated here by zulily, the growth at QVC has over the next couple of years, that’s going to open up room
under our borrowing capacity to continue to have — meet our leverage targets. And the fact that we have such strong free cash flow should allow us probably exceed but
within the range that we’ve done over the last couple of years. So I do not anticipate a cessation of the buyback.
 
Operator
 
Our next question is from the line of Jason Bazinet of Citi.
 
Jason B. Bazinet
Citigroup Inc, Research Division
 
Question for Mr. Maffei, maybe a two-parter. I think while Liberty is viewed as a very good steward of capital broadly, I’m not sure the e-commerce assets that you’ve
acquired in the past were sort of ranked towards the upper end of what the buy side views as sort of great acquisitions. So can you just spend a second and compare and
contrast this acquisition relative to the others that sit over at Ventures? And the second part is was your decision to pursue this acquisition at all influenced by Alibaba’s stake
in zulily? In other words, should investors view this as mostly offensive but also partially defensive?
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee
 
On the second point, no, Alibaba had no impact on us. Look, as I think I noted, this is about a highly just synergistic company, a great management team, a great operating
business, a fit on the demographic side, opportunities around synergies. That’s what drove QVC and Liberty to want to join with this company. On the first part, I think, first,
there’s perhaps a misunderstanding on how we’ve done with our e-commerce portfolio. If you look at the recent Backcountry sale, I think it was more exciting than people
thought. If you look at the value created by
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CommerceHub and Bodybuilding, I suspect it’s more than people thought. And we’ll likely prove that over time. That having been said, what we really like about this that’s
different is some of the things that were mentioned earlier by Darrell and Mark and Mike. The fact that the model is so differentiated, the fact that it fits so well, the fact that
this company has been able to grow so quickly, one of the fastest to $1 billion in revenue, we think those are natural strengths of the business that are only enhanced by joining
with QVC.
 
Operator
 
Your next question is from the line of Barton Crockett of FBR Capital Markets.
 
Barton E. Crockett
FBR Capital Markets & Co., Research Division
 
I was wondering if there’s any possibility of providing a little bit more quantification of the synergy opportunity. It seems like you guys are buying this company at a healthy
kind of double-digit multiple of EBITDA, just a quick look at the consensus numbers, not having looked at zulily before today, really. What do you think that number could
get to after you put in synergies? And would you say that synergies are larger on the revenue side than the expense side?
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee
 
Mike, do you want to start, and then I’ll add on?
 
Michael A. George
Chief Executive Officer and President
 
Yes. So a couple of thoughts. We do think there are some near-term cost synergies. We want to kind of go through the work to confirm we can get those cost synergies. When
you look at the combined procurement power of the 2 companies, when you look at how many packages the 2 companies together ship out, these are pretty staggering
numbers. So if you assume some kind of modest procurement efficiencies in big line items, I think you could easily get to in the tens of millions cost synergy that on zulily’s
current EBITDA base is a meaningful number. That said, as important as that is and we’ll go chase that, we do think it pales in comparison to the potential to accelerate sort of
long-term revenue growth profile for both companies. We’ve got to prove that case out. We’ve got to kind of get in there and get in the market and do fun things together and
see what the impact can be. But when you think about the kind of revenue trajectory the combined company could have at what are still very, very high EBITDA margins and
both companies being strongly free cash flow-positive, that’s a pretty special story. And the kind of near-end cost savings, I think, adds to the story.
 
Barton E. Crockett
FBR Capital Markets & Co., Research Division
 
Okay. And then if I could ask a separate question, you guys have a history obviously of embracing things like tracking stocks. This is a very different kind of growth profile
at zulily than QVC. Is it possible that you would contemplate putting this as a separate tracking stock after you do the acquisition, so it’d be easier for investors to value them
distinctly?
 
Gregory B. Maffei



Chief Executive Officer, President, Director and Member of Executive Committee
 
Well, Barton, I don’t think that’s in our current thoughts. You never know with Liberty because our current thoughts usually change every morning. But at the moment, I
think we are most excited about some of the things we’ve talked about, the opportunity to put these 2 businesses together. I think the growth rates here are going to help
accelerate the growth rates at QVC. And our hope is, and I don’t think there’s any reason why it shouldn’t happen, you look at the amount of Internet revenue the combined
company will have at scale, the percentage, we’re encouraged that the opportunity to show investors that this is really an Internet vehicle for the whole thing and articulate
how well the
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whole company is doing. That’s the appeal.
 
Barton E. Crockett
FBR Capital Markets & Co., Research Division
 
Okay. And then just one final thing here. Relative to HSN, you guys have in the past expressed, I think, limited interest in buying in the stake in HSN that you don’t own at
these valuations. That seems to stock up some capacity. Should we assume that your stance towards HSN is similar to what it’s been the past?
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee
 
Well, I think you should first start with the proposition that we look to reinvest our free cash flow in the most attractive place. And you’ve seen us do that over the last few
years on our own stock. Just as a matter of math, that has gotten by most measure to get less attractive. We’re at a higher multiple than we were in 2009 — than we were in
2010. We have the luxury of continuing that. Even though it’s less attractive, we still consider it attractive and investing here in something that we think will generate higher
rates of return for the benefit of our shareholders and be strategic. So all attractive on all measures. HSN is a great company. We’re proud to have them in the Liberty family.
But when we look at the profile of its growth rate, which looks more similar to our own, versus the multiple not only of EBITDA but even more of free cash that it’s trading
at, we don’t consider that attractive versus our own stock and certainly not versus the opportunity to join with zulily.
 
Operator
 
Your next question is from the line of Neely Tamminga with Piper Jaffray.
 
Neely J.N. Tamminga
Piper Jaffray Companies, Research Division
 
We agree you’re getting some great human capital with Mark and Darrell and the whole team. All right. So if I could just ask a little bit more. Could you help us on more of
the back-end logistics. Have you done an assessment of their own fulfillment center and their physical assets? And what do you think you bring to the table or they bringing
something to the table more on that kind of very important but unsexier side of logistics as we deliver packages to consumers? Can you help us think through that?
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee
 
I think we’ve got lots of views on that. But I’d love to hear and maybe you would love to hear, too, first, Darrell talk about what he sees, and then we’ll have Mike do some
incremental thoughts.
 
Darrell Cavens
Chief Executive Officer, President and Director
 
Yes, it’s a great question. I think as we look at the opportunity here, I’ll start with the merchandising side of things because I think that as we look at the 15,000 vendors that
we partner with and the thousands that QVC partners with, I think there’s an opportunity, first and foremost, to bring those together and really expand the offering that the
vendors have there. And I think as I look at the opportunity, I think there’s a giant opportunity there. I think as we look at the supply chain side of things, I think that the scale
that QVC has here in the U.S. as well as frankly the scale and capacity they have in their international markets is going to bring us the ability to potentially kind of leverage
some of that. And I think as Mike mentioned earlier, just the scale of transportation that the QVC team is doing in terms of number of packages shipped per year relative to
us, I think that both Mike and I feel there’s got to be opportunities for us to kind of take the best of what we’re doing and the best of what QVC is doing. And this is one of
those cases where 1 plus 1 may, in fact, equal 3 as we think about putting those pieces together. I think on the supply chain side, the fulfillment center side, I think that we’ve
got a pretty unique and in-house developed kind of technology solution there. And I think there’s probably some potential there to kind of work with the QVC team to
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see if there’s pieces we can make that work. And I think as we’ve shared before, we’re aggressively working to drive down our order delivery time. And I think that we both
feel that there’s kind of synergies here to help improve that. I don’t know, Mike, if you have...
 
Michael A. George
Chief Executive Officer and President
 
Nothing really to add. I think Darrell said it well, 2 great supply chain organizations with processes and capabilities. And hopefully the 2 together, we’ll be that much
stronger.
 
Neely J.N. Tamminga
Piper Jaffray Companies, Research Division
 
And then unless I missed this, is there — what’s your general time line around closing as well as also synergies? What sort of time line are you guys looking for to kind of
bring this all together?
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee
 
I think we hope to close in the fourth quarter. And I think Mike noted that the cost synergies will probably be more quick. Expect we’ll get a lot of those through 2016. And
then the revenue synergies, which ultimately we believe are larger, will take a while to build. I don’t know, Mark or Darrell...
 



Mark C. Vadon
Chairman
 
No, I’d say for me, this deal is all about growth. So when I look at this from the zulily lens, I’m super excited about the merchandising side of things. I mean, we talked earlier
about zulily having a younger customer base and being able to migrate that base, but I think you could say the same thing on the vendor side. We tend to have smaller vendors
who are kind of earlier in their life cycle. And I think we can almost be a farm system of kind of finding and growing small brands that would appeal to the QVC customer
and vice versa. I’ve been watching a lot of QVC lately and I see brands there that our customers would love. As a young business, 5 years into this, we’re working every day
to build vendor relationships. But QVC is so much further down that path. So for instance, yesterday, Today’s Special Value on QVC was the Dyson cordless vacuum cleaner.
I was watching that thinking, “We could sell a lot of those.” Last night on QVC, we had SKECHERS, just an enormous, amazing selection of shoes. I was watching that, we
would sell thousands and thousands of units of that merchandise if we got it on our platform. So I think that’s where in the end, the real — we’ll find cost synergies in places
like transportation and things like that. And that’s great, and I think that will make the deal an attractive deal on its own. But if we can unlock the synergies on the
merchandising side, I think that’s where enormous value is going to be created here.
 
Operator
 
Your next question is from the line of Mark Mahaney with RBC Capital Markets.
 
James Patrick Shaughnessy
RBC Capital Markets, LLC, Research Division
 
Jim Shaughnessy filling in for Mark. Just a couple of real quick ones from us. Subsequently building off the timing to close questions, can you just outline some of the
benchmarks we should be looking for and any potential hurdles you see that could impact the timing or close the deal?
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee
 
On the latter part, I don’t anticipate any hurdles regulatory or otherwise. The timing should be pretty quick. We’ve got a tender offer that will be commenced in short order,
be stay open for 30 days and look to have over half the
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stock coming, which I’m comfortable we will get, given some of the major shareholders sitting in the room with us are tendering, and closing the back end very quickly
thereafter. So that’s why we’re confident on a Q4 close.
 
James Patrick Shaughnessy
RBC Capital Markets, LLC, Research Division
 
Okay, great. And then second question, just wondering if you could give some quick background as to how the deal came together, who approached whom. I know the zulily
management has always referred to them as similar to QVC. So just a little more — some background or color would be helpful.
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee
 
The background is we have watched not only what Mark and Darrell have done at zulily but all the way back to what they did with Blue Nile and been impressed. We
watched zulily, and as many have noted, it is, in many ways, the Internet younger version of QVC and watched it with great interest. And when the sort of valuation became
more realistic for who we were, I reached out to Mark and we began the dialogue.
 
Operator
 
Our next question is from the line of Tom Forte with Brean Capital.
 
Thomas Forte
Brean Capital LLC, Research Division
 
So I have one for Greg, and then 2 for Mike. So Greg, are you going to continue to look for additional deals within the e-commerce space? And then for Mike, how should we
think about leveraging on-air, zulily on-air? And then should, from an international standpoint, we expect that there will be zulily in all the QVC international markets?
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee
 
Well, on the first part, I don’t think we’re looking. I think in many ways zulily was such a natural fit, it found us. And as we’ve noted, they talk about being QVC-like from
well before our dialogue began. And there are not that many companies that fit well with QVC. And frankly, you’ve seen Liberty, to some degree, decide that stand-alone e-
commerce is probably not our focus. But the fact that this company fits so well is what found us. So I don’t see us doing many more of these. I’d be very surprised if we’ll do
anything in scale like this.
 
Michael A. George
Chief Executive Officer and President
 
Tom, on your other question, we do think on-air is an opportunity. So again, our general approach in all of the revenue synergies is we’re going to put together some joint
teams and they’re going to be in a kind of rapid test and learn mode. And I’m sure many of our great ideas won’t work and other things will emerge that we never dreamed off
that become huge. So we just want to start to really test and learn how we can leverage each other’s platform. So you could certainly envision as zulily on TV. You could
envision zulily programming that would probably look totally different than QVC programming but would be a strong kind of lead generation device to get people to the
zulily platform. And so using the power of our airwaves, we think, is meaningful. But also using our video production capabilities to maybe add richer video content to
zulily’s site, which is something that they haven’t historically focused on. Even to support zulily’s advertising, television advertising campaigns, which they’re kind of a
master at. So a lot of opportunities to leverage beyond our resources and the sort of video production capabilities. On the international side, again I think it’s too early to say
exactly what that looks like. I note that zulily has a complementary international model. They ship to 85 countries, several countries, they ship directly, highly efficient
approach for international expansion. At the same time, we’ve got meaningful resources on the ground in 4 markets in Europe and 2 in Asia. So we’ll, in the same mode, kind
of just keep learning, learning how to leverage our international on-air resources, our international vendor contacts to figure out how can that boost zulily’s growth. But
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I think it’s too early to sort of describe the exact form that will take. I think we’re going to need to experiment our way to the best approach.
 
Operator
 
Our next question is from the line of Alex Fuhrman with Craig-Hallum Capital Group.
 
Alex Joseph Fuhrman
Craig-Hallum Capital Group LLC, Research Division
 
Interesting, kind of a surprising number, given the size of QVC, that 94% of zulily’s customers aren’t shopping there. I was wondering, can you give us a sense of that sort of
number on the brand vendor side? I’d be curious to what percentage of zulily’s revenue is coming from product sales of brands and vendors that are also being worked with on
the QVC side in terms of national brands. And then looking at what’s zulily’s customers are really buying and how their demographics shake out, what are the private label
and exclusive brands within the QVC family that you’re most excited about rolling out through the zulily interface?
 
Darrell Cavens
Chief Executive Officer, President and Director
 
Yes. So this is Darrell. I mean, I think as we look at kind of the, I think, second part of your question first, the opportunity on kind of the brand side, I think that we see a whole
set of proprietary brands around kind of health and beauty that are a big opportunity. I think things like jewelry, categories like that, that we candidly kind of don’t do a lot of
sales and business in today. I’m sorry, the first part of your question, sorry I lost my train of thought there. The brand overlap, yes. So I think as we look at the brand overlap,
the majority of the zulily kind of brands that we sell are really kind of smaller, up-and-coming brands. And I think that as we looked at the overlap, and we don’t have — we
haven’t kind of meshed vendor lists yet. But I candidly don’t think there’s a lot of overlap there. I think that the brands that we’re out chasing on zulily oftentimes don’t have
distribution on QVC. And candidly, some of the brands we are chasing that we haven’t been able to close yet are on QVC. And so I think our ability — there’s a real kind of
synergistic nature, where we can take these brands and these merchandising teams both that are at scale and kind of bring together an opportunity to source these different
products and put them on the complementary channels, be they zulily or QVC. So I don’t think there’s a lot of overlap there.
 
Operator
 
Our last question is from the line of Mark Miller of William Blair.
 
Mark R. Miller
William Blair & Company L.L.C., Research Division
 
This looks like an exciting opportunity. Given the similarity of the business models, I’d like to get the team’s perspective based on the learnings at QVC on how zulily can
further evolve the customer proposition. So Darrell and Mark, we’ve been talking a lot about the return policy and free shipping for best customers. But looking at the
experiences of QVC — and also Mike, I’d be interested in your perspective on how the company has the best opportunities to enhance that experience.
 
Darrell Cavens
Chief Executive Officer, President and Director
 
Yes, I mean, I guess I can jump in. I think that there’s a whole set of programs that QVC has and candidly a real depth of experience over the years testing and trying a lot of
different programs. And so a simple one I’d point to, although I think there are many more, is something like the QVC Easy Pay platform, where they’re able to offer product
to customers in — with a payment method over time. That’s not something that we’ve ever done here at zulily. And I think that there are programs like that. You mentioned
returns. We continue to touch that. I think obviously tremendous amount of data that the QVC team has on returns across categories, I think, can help inform us. And so I
think that there’s a lot of programs there that just candidly comes from a business that is 30 years old as
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opposed to one that is 5. And so I think we can take a lot of those lessons. Mike?
 
Michael A. George
Chief Executive Officer and President
 
Yes, I agree with all that. And I think we’ll learn, too. zulily has this strong focus on what they call the corporate [indiscernible], really operationally intensive companies,
companies we like about our partners. And I think we both bring that same insight to how do you continue every day to make incremental improvements in the customer
experience and really listen, learn and respond. And it’s the mindset and the value that we both share. And I think there will be opportunities to continue to improve the
customer experience for both brands.
 
Mark R. Miller
William Blair & Company L.L.C., Research Division
 
And then my other question is on zulily’s tax collection status from a state sales tax perspective, how that could be impacted at the transaction. And then just any perspective
you can offer then on the states where zulily does collect tax and what you assess the impact to be.
 
Gregory B. Maffei
Chief Executive Officer, President, Director and Member of Executive Committee
 
We don’t anticipate any changes in either QVC or zulily’s status going forward. But no guarantees, but that’s our anticipation. Great, operator. Thank you very much. And
thank you to the audience from Mike, Darrell, Mark and myself and the teams at QVC and zulily. We’re very excited, as you can tell. And we hope you’ll join us next time on
the earnings call for QVC and Liberty Interactive, if not sooner.
 
Operator Thank you. Ladies and gentlemen, that does conclude today’s conference call. We thank you for your participation and ask that you please disconnect your lines.
 
*****
 
Additional Information and Where to Find It
 
The exchange offer for the outstanding shares of zulily, inc. (“zulily”) referenced in this communication has not yet commenced.  This communication is for informational
purposes only and is neither an offer to purchase nor a solicitation of an offer to sell shares of zulily or Liberty Interactive Corporation (“Liberty Interactive”), or to purchase
shares of Liberty Interactive, nor is it a substitute for the registration statement and exchange offer materials that Liberty Interactive and/or its acquisition subsidiary will file
with the U.S. Securities and Exchange Commission (the “SEC”) upon commencement of the exchange offer.  At the time the offer is commenced, Liberty Interactive and/or



its acquisition subsidiary will file exchange offer materials on Schedule TO and a registration statement on Form S-4 with the SEC, and zulily will file a
Solicitation/Recommendation Statement on Schedule 14D-9 with the SEC with respect to the exchange offer. The exchange offer materials (including a Prospectus/Offer to
Exchange, a related Letter of Transmittal and certain other offer documents) and the Solicitation/Recommendation Statement will contain important information.  Holders of
shares of zulily are urged to read these documents when they become available because they will contain important information that holders of zulily securities should
consider before making any decision regarding tendering their securities.  The Prospectus/Offer to Exchange, the related Letter of Transmittal and certain other offer
documents, as well as the Solicitation/Recommendation Statement, will be made available to all holders of shares of zulily at no expense to them.  The exchange offer
materials and the Solicitation/Recommendation Statement will be made available for free at the SEC’s web site at http://www.sec.gov.  Free copies of these documents will be
made available by zulily by mail to zulily, inc., 2601 Elliott Avenue, Suite 200, Seattle, WA, 98121, Attention: Erica Yamamoto and free copies of the exchange offer
materials will be made available by Liberty Interactive by directing a request to Liberty Interactive, 12300 Liberty Boulevard, Englewood, CO, 80112, Attention: Investor
Relations, Telephone (720) 875-5420.
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In addition to the Prospectus/Offer to Exchange, the related Letter of Transmittal and certain other offer documents, as well as the Solicitation/Recommendation Statement,
Liberty Interactive and zulily file annual, quarterly and special reports and other information with the SEC.  You may read and copy any reports or other information filed by
Liberty Interactive or zulily at the SEC public reference room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information
on the public reference room.  Liberty Interactive’s and zulily’s filings with the SEC are also available to the public from commercial document-retrieval services and at the
website maintained by the SEC at http://www.sec.gov.
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Forward-Looking Statements This presentation includes certain forward-looking statements, including statements about the proposed

acquisition of zulily by Liberty Interactive, the commencement of an exchange offer for shares of zulily common stock, the realization of

estimated synergies and benefits from the proposed acquisition, business strategies, market potential, future financial prospects, new

service and product offerings, and other matters that are not historical facts. These forward-looking statements involve many risks and

uncertainties that could cause actual results to differ materially from those expressed or implied by such statements, including, without

limitation, the satisfaction of conditions to the proposed acquisition and exchange offer. These forward-looking statements speak only as of the

date of this presentation, and Liberty Interactive, QVC and zulily expressly disclaim any obligation or undertaking to disseminate any

updates or revisions to any forward-looking statement contained herein to reflect any change in Liberty Interactive’s, QVC’s or zulily’s

expectations with regard thereto or any change in events, conditions or circumstances on which any such statement is based. Please

refer to the publicly filed documents of Liberty Interactive, QVC and zulily, including the most recent Forms 10-K and 10-Q for

additional information about Liberty Interactive, QVC and zulily and about the risks and uncertainties related to the business of each of

Liberty Interactive, QVC and zulily which may affect the statements made in this presentation.
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its acquisition subsidiary will file exchange offer materials on Schedule TO and a registration statement on Form S-4 with the SEC,

and zulily will file a Solicitation/Recommendation Statement on Schedule 14D-9 with the SEC with respect to the exchange offer. The

exchange offer materials (including a Prospectus/Offer to Exchange, a related Letter of Transmittal and certain other offer documents)

and the Solicitation/Recommendation Statement will contain important information. Holders of shares of zulily are urged to read these

documents when they become available because they will contain important information that holders of zulily securities should consider

before making any decision regarding tendering their securities. The Prospectus/Offer to Exchange, the related Letter of Transmittal

and certain other offer documents, as well as the Solicitation/Recommendation Statement, will be made available to all holders of shares of

zulily at no expense to them. The exchange offer materials and the Solicitation/Recommendation Statement will be made available for free at

the SEC’s web site at http://www.sec.gov. Free copies of these documents will be made available by zulily by mail to zulily, inc., 2601

Elliott Avenue, Suite 200, Seattle, WA, 98121, Attention: Erica Yamamoto and free copies of the exchange offer materials will be made

available by Liberty Interactive by directing a request to Liberty Interactive Corporation, 12300 Liberty Boulevard, Englewood, CO,

80112, Attention: Investor Relations, Telephone: (720) 875-5420. In addition to the Prospectus/Offer to Exchange, the related Letter of

Transmittal and certain other offer documents, as well as the Solicitation/Recommendation Statement, Liberty Interactive and zulily file

annual, quarterly and special reports and other information with the SEC. You may read and copy any reports or other information filed

by Liberty Interactive or zulily at the SEC public reference room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-

800-SEC-0330 for further information on the public reference room. Liberty Interactive’s and zulily’s filings with the SEC are also

available to the public from commercial document-retrieval services and at the website maintained by the SEC at http://www.sec.gov.

 



Today’s Speakers Greg Maffei President and CEO Liberty Interactive Corporation Mike George President and CEO QVC, Inc. Darrell

Cavens Co-founder, President and CEO zulily, inc. Mark Vadon Co-founder and Chairman of the Board zulily, inc.

 



Compelling Transaction Expands QVC’s Leadership in Discovery Based Shopping QVC acquiring leading, pure-play eCommerce

platform with similar focus on discovery, customer engagement and experiential shopping zulily has attractive profitability, unit economics

and business model Expands core demographic to “Millennial Moms” Opportunity to cross promote and grow lifetime customer value

Complementary core competencies will enhance customer experience and accelerate growth opportunities Leverages fulfillment,

procurement and back-office efficiencies Exciting opportunities for international expansion, new product categories and video commerce

Retaining highly-skilled management team

 



zulily is Strategic for QVC Directly additive to QVC’s competitive position Accelerates QVC’s growth rate Expands already sizable

eCommerce platform QVC : $3.6b eCommerce revenue1 zulily: $1.3b total revenue2 Further diversifies QVC’s multi-platform strategy

in evolving digital landscape Provides highly-attractive new customer acquisition funnel Efficient use of QVC’s capital structure

and borrowing capacity High ROI deployment of free cash flow QVC will still continue to be able to devote vast majority of free cash

to share repurchases Takes advantage of attractive interest rate environment Meaningful revenue and cost synergies QVC can help

accelerate evolution of zulily’s platform Bring scale and efficiency to combined brand portfolio Expand experiential shopping Further

enhance customer experience eCommerce leader, Mark Vadon, will provide valuable expertise as member of Liberty Interactive board of

directors Consolidated QVC eCommerce revenues for the twelve months ended Q2-15. For the twelve months ended Q2-15; all eCommerce.

 



zulily Customer Value Propositions DISCOVERY get access to products and brands she can’t find everywhere else VALUE provide a

great value at reasonable price points FRESHNESS surprise and delight every single day with new products, vendors and experiences

 



Significant Growth and Brand Recognition in 5 years Among fastest growing online retailers with TTM net sales to $1.3 billion in just 5

years 25 million orders placed in last 12 months, shipping to over 85 countries with geo-specific sites for Australia, Canada, Hong Kong,

Ireland, Mexico, Singapore and UK Proprietary supply chain with 3 fulfillment centers in Nevada, Ohio and Pennsylvania Net Sales ($ in

millions) Note: All data as of Q2-15 unless otherwise noted. $18 $143 $331 $696 $1,200 2010 2011 2012 2013 2014

 



Complementary Businesses to Operate as Separate Consumer Facing Brands Approx. 14 million global customers/8 million US Produces

2.5m minutes of high-quality video every year Customer profile 85% Female, primarily 35 – 64 years old 88% homeowners (US) Above

average household wealth Loves to shop, 47% online (US) 48% mobile share of eCommerce 90% of orders from repeat purchase

Average customer orders 25 items and spends $1,400 per year; best customer orders over 50 times per year(6) $58.51 average selling

price (US) Product categories Home & Health, Apparel & Accessories, Beauty, Jewelry, Electronics 75% of product is exclusive or

proprietary ~200,000 total on-air exposures(6) Headquartered in West Chester, PA The world's leading video and eCommerce retailer,

offering curated collection of desirable brands through broadcast, Internet, and mobile sales platforms Each morning zulily offers fresh

selection of hand-picked quality children’s apparel, women’s apparel, toys, infant gear and home décor—all at an average of 50% off MSRP

Approx. 5 million active customers(1) Merchandising team curates ~100 new events a day Customer profile Over 80% Female, primarily

25 – 45 years old (2) Median household income of approx. $75K (2) Loves to shop online 56% of orders are mobile 88% of orders from

repeat purchasers(3) Average active customer orders ~5x per year with more than 2.5 items per order(4) $53.63 average order

value(5) Product categories Children’s Apparel, Women & Men’s Apparel, Children’s Merchandise, Kitchen Accessories, Home Décor

Focus on Boutique Brands with limited distribution Over 15,000 brands featured to date Headquartered in Seattle, WA Note: All data as of

Q2 2015 unless otherwise noted. (1) An active customer is defined as an individual who has purchased from zulily at least once in the last year,

measured from the last date of a period. (2) Based on third party analytics. (3) Based on orders placed in the trailing 12 months ended June

28, 2015 by customers who had previously purchased from zulily. (4) Based on total orders placed and items ordered by active customers in the

trailing 12 months ended Q2 2015. (5) Average order value is defined as the sum of the total order values (including shipping and handling

charges) in a given period divided by the total orders placed in that period. (6) US only for FY 2014.

 



Combined QVC and zulily Create Powerful Multi-Platform Retailer $10 billion PF revenue1 340 million home TV reach 19 million total

customer base1 $5 billion eCommerce revenues1; 50% mobile orders1 1,000 merchandising team members Presence in 14 markets

Shipped 230 million items to 85 countries1 1 LTM 2Q-15.

 



Transaction Delivers Significant Operating Benefits Established market leaders in experiential, discovery based shopping Unique

product offering differentiates from other retailers Successful mobile adaptation and digital engagement Complementary Market Leaders The

opportunity What we share Apply digital personalization technology at QVC Apply video commerce expertise at zulily Introduce new

categories and vendors across platforms Additive to management “bench-strength”; improved bandwidth for growth initiatives Sizeable

revenue base, recurring purchase behavior and profitable unit economics Strong free cash conversion due to limited inventory risk

and low capex Complementary Market Leaders Increase zulily’s annual per customer purchase volumes (zulily ~5 orders/yr; QVC

~25 orders/yr) Improve marketing efficiency; avoid transactional customers in favor of loyal, repeat shoppers Highly Attractive Business

Model Compelling Demographic Loyal customer base with high repurchase frequency Core customer is predominantly female, a

homeowner and loves to shop Socially engaged community of shoppers Cross-sell to similar but distinct customer basis Only 6% of

zulily customers purchased from QVC last year zulily brings exposure to highly attractive “Millennial Mom” demographic Potential to

expand lifetime value per customer Leverage Combined Platforms Strong vendor relationships and unique product assortment Well-

established logistics and fulfillment operations Meaningful cost synergy opportunities in sourcing, fulfillment, customer service and back

office Significant revenue upside opportunities Leverage QVC’s global footprint for future geographic expansion of zulily

 



Transaction Summary Overview Liberty Interactive Corporation (“Liberty Interactive”) has agreed to acquire all outstanding shares of

zulily, inc. (“zulily”) (attributable to QVC Group tracking stock) Terms Total consideration of $18.75 per zulily share, implying equity

value of $2.4b and enterprise value of $2.1b1 Transaction to be executed as an exchange offer with follow-on merger: Liberty Interactive to

tender for 100% of zulily’s outstanding shares Acquire untendered shares through back-end merger (subject to successful completion of the

tender2) zulily’s two founding shareholders have entered into a Tender and Support Agreement, pursuant to which they have agreed to

tender their 45% economic interest in zulily, subject to certain exceptions Financing Consideration 50% cash and 50% newly issued

QVCA shares3 Each zulily share to receive 0.3098 QVCA shares, (based on the closing price of $30.26 for QVCA shares on 8/14) and $9.375

in cash Expect to issue a total of ~40m QVCA shares to existing zulily shareholders Cash portion to be funded through cash on hand at zulily

(~$300m) and the QVC Inc. revolving credit facility (~$900m) Leadership Zulily’s highly-talented senior management team to remain in

place Darrell Cavens to remain as President and CEO. In connection with the transaction, Mike George is being appointed to the Executive

Committee of the Liberty Interactive Board of Directors and will serve on that committee with John Malone and Greg Maffei. Darrell Cavens

will report directly to Mike George and the other members of the Executive Committee. Mark Vadon to join Liberty Interactive board of

directors Timing Transaction will require HSR approval and is expected to close in Q4-15 Does not require shareholder vote from either

Liberty Interactive or zulily Due to net cash position. Conditioned upon, among other conditions, the tender of at least a majority of

zulily’s voting power, assuming the conversion of tendered Class B shares upon consummation of the offer (which, as a result of certain

mandatory conversion provisions applicable to zulily’s Class B shares, will require the tender of at least 9.5% of zulily’s shares in addition to

the founders’ shares). Subject to proration in limited circumstances.

 



QVC Group Pro Forma Debt Pro Forma Debt as of 6/30/20151 HSNi 1% exchangeable debentures2 $346 Senior notes and

debentures(3) $792 8.5% senior debentures $287 8.25% senior debentures $505 QVC Credit Facility4 $1,795 QVC senior notes and

subsidiary debt 3 $3,624 QVC 3.125% senior secured notes due 2019 $400 QVC 5.125% senior secured notes due 2022 $500 QVC 4.375%

senior secured notes due 2023 $750 QVC 4.850% senior secured notes due 2024 $600 QVC 4.45% senior secured notes due 2025 $600 QVC

5.45% senior secured notes due 2034 $400 QVC 5.95% senior secured notes due 2043 $300 Other subsidiary debt $74 QVC & Subsidiary

Debt Senior Notes HSN Exchangeable $ in millions Pro forma for acquisition financing. Face amount of HSNi exchangeable as of

6/30/15 with no fair value adjustment. Face amount as of 6/30/15 with no reduction for the unamortized discount. Adjusted for $900m additional

draw down pro forma for transaction. $6.6b Pro forma leverage ratio QVC Inc. 2.8x QVC Credit Facility Incremental zulily EBITDA

excluded from QVC, Inc. leverage

 


