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EARTHLINK

“The mission we have set for our company is to be the leading Internet service provider (ISP) in the world – to have the most members, the most satisfied members, and the highest profits.”    

“With our rapidly growing customer base, we continue to attract both new and existing Internet users to our service and have proven that our focus on the customer truly does provide a better Internet experience”






– Charles G. Betty, Chief Executive Officer

HISTORICAL BACKGROUND

With a high school diploma, three years experience in computer graphics and practice running a coffeehouse, Sky Dayton stumbled upon a particularly arduous problem in 1993.  Wanting to explore the new and increasingly ubiquitous consumer Internet, Sky attempted to configure his home PC for Internet access – a task requiring over 80 hours to complete.  Knowing that others must also share his frustration, he used his newfound expertise to provide this service for others, creating an Internet service provider called Earthlink.

By July of 1994, Sky’s start-up enables its first member to log-on to the Internet using one of Earthlink’s ten available company modems.  His prediction that others would also find the configuration process difficult was correct, new customers flooded in.  By the end of the year, Earthlink’s annual revenue exceeds $100,000.  Earthlink quickly realizes that modems alone will not guarantee company survival.  In 1995, Earthlink forms an alliance with Netscape, introducing its own Earthlink software which provides the first open and direct Internet access software to consumers.  By the end of 1995, despite industry norms, Earthlink sets market expectations and price as the first ISP to offer an unlimited Internet usage package for a flat rate of $19.95 per month.  

Learning the value of partnerships and the doors that they open, Earthlink partners with PSINet in 1996 to get full North American coverage, allowing Earthlink greater accessibility to customers and allowing them to concentrate on their core business, member-oriented products and services.  By September, Earthlink obtained a highly coveted agreement with Microsoft whereby Earthlink’s software was included on Window’s 95 desktop.  Knowing the value of bandwidth, speed and higher profit margins, Earthlink rolled out nationwide ISDN and Frame Relay Services.  Needing to remain on the cutting edge, EL launched its Personal Start Page using new technologies to “empower” it members to create a customized Internet desktop.  At the conclusion of 1996, Earthlink’s members exceeded 200,000.

In January of 1997, with growing members, revenue and the need for capital, Earthlink launches its first IPO offering 2 Million shares at $13 per share.  Continuing the successful partnership strategy and exploring new concepts, Earthlink launches its virtual and interactive online mall, partnering with large names in retail, such as 800-flowers, American Greetings, NetGrocer, Travelocity, FAO Schwartz, etc.

In early 1998, Earthlink began the year with two large initiatives.  The first was an aggressive marketing campaign to grab market share from the industry’s largest ISP, America Online (AOL).  Earthlink’s “Get Out of AOL Free” program was a success, encouraging thousands to switch from AOL to Earthlink with no set up fee.  The second, was Earthlink’s long-term strategic alliance with the Sprint Corporation in an effort to create a single, unified internet service with the potential to reach millions of new customers.  By April of 1998, Earthlink membership soars past 500,000 and with its second public offering, Earthlink raises more than $106,000,000 in capital.  In an effort to dramatically grow its members and gain marketshare, Earthlink successfully grows its member base by expanding its penetration into the Original Equipment Manufacturers (OEM) channel.  As such, Earthlink software was made the default Internet software for Apple’s iMac, Packard Bell and NEC computers and the official ISP of Comp USA.

Earthlink begins 1999 with its third public offering, selling 2,750,000 shares of common stock and reaches the 1,000,000-membership mark.  With the advent of numerous ISP mergers & acquisitions and the poor customer service that typically follows, Earthlink used its highly acclaimed customer service as an effective PR / Marketing lever – bidding live on eBay for disgruntled customers of Netcom, Prodigy and others.  Additionally, Earthlink pursues valued partnerships with eBay, BigStar.com and Mail.com to enhance their Personal Start Page allowing members to be a click away from their favorite auction items, DVD video’s and free Web-based e-mail.  Additionally, Earthlink & Sprint collaborate to provide a co-branded high-speed Internet access using Sprint’s DSL network.  Continuing with expansion of the OEM channel, EL forges new partnerships with Phoenix Technologies and Micron Millenna computers.       

To be able to compete with the largest ISP’s, Earthlink needed size, revenues and market share.  Because of shared commitments in reliability, customer service excellence and high quality service and commonalties such as similar corporate culture, marketing strength and a solid infrastructure, the merger between Mindspring and Earthlink was logical.  In September of 1999, Earthlink and Mindspring complete a stock-for-stock $4 Billion merger of the two ISP’s, creating the nation’s second largest Internet service provider.

Once again, Earthlink uses an aggressive marketing strategy aimed at stealing marketshare from AOL with the “Opt our of AOL” campaign, offering AOL customers a free month of service and agreeing not to sell their member information to third parties.   EL secures broadband partnership’s to expand its content using ABCNEWS.com, ESPN.com, FOXNEWS.com, FOXSPORTS.com and ZDNet.

Primary Leadership

Chairman & Founder – Sky Dayton

At the age of 23, Sky Dayton founded Earthlink out of necessity, finding that his first attempt to connect his personal computer to the Internet took too long.  Sky is a highschool graduate with experience in computer graphics and various numerous entrepreneurial efforts.  He plays an active role in Earthlink as Chairman of the Board of Directors.

Chief Executive Officer – Gary Betty

After graduation from the Georgia Institute of Technology in 1979, Gary began his career at IBM working in purchasing, product management and operations.  He later served as the senior vice president of sales, marketing and international operations at Hayes Microcomputer Products.  Before joining Earthlink, Gary served as President and CEO of Digital Communications Associates as the youngest CEO on the New York Stock Exchange.  He joined Earthlink in 1996 and has seen the company through its IPO, its strategic alliance with Sprint and its merger with Mindspring.

President – Michael McQuary

Michael graduated from the University of Virginia in 1981 and while working for Mobil Chemical Company in various sales, marketing and operations positions, he obtained a masters of business administration from Pepperdine University.  Michael was instrumental in developing the concept behind Mindspring and served as its President and COO before joining Earthlink.  Michael works closely with the CEO on operations and strategy.   

Competitors

Earthlink’s main competitor is AOL.  With over 29 million members AOL is the leader in this market with Earthlink being a distant second at 4.7 million.  Aside from AOL, Earthlink competes with Prodigy, Excite@Home, MSN, and other phone companies and cable companies.  In terms of millions of customers, the primary Internet Service Providers membership is as follows.
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The company’s positioning statement is to become a clear alternative to AOL. They want to achieve this by  “shaping the member experience” as is mentioned in the company brochures and literature.  Shaping the member experience consists of the following according to their marketing literature sent to customers.  “Helping members get the most out of the Internet.  Pointing them in the right direction, giving best internet tools, teaching how to use tools effectively and by making it all easy.  By being there whenever they need us.  That is the stated blueprint of the company.”    They want to be the worlds largest ISP that is not an online service like AOL, but yet is feature rich and easy enough to be widely adopted.  Aside from Internet access software, they incorporate features like  webmail, personal start home page, web page building tools, family pack to compete with AOL’s family offer, personal support center etc.  Another necessity of being an alternative to AOL is that they have to grow really fast and gain market share.  Through 2000, Earthlink marketshare is shown below.

Marketing Practices

Advertising 

Earthlink uses a multitude of advertising channels.  Recently, Earthlink has further embraced the more conventional forms of advertising, utilizing television, radio advertising, billboards on city freeways, and Internet advertisements on popular sites.  Despite this, Earthlink primarily markets it services through two channels – marketing partnerships and member referrals.

Through the Affinity Distribution Programs and Premier Partnership programs, Earthlink and selected companies promote and distribute each other’s products and services, offering discounts to each.  Earthlink has numerous partnerships spanning the categories of Catalogs, Computers, Education, Software, Entertainment and others.  Earthlink’s most successful partnerships are with Discover Card, Blizzard Software, Image Publishing and Sony Music.  

Earthlink has developed other partnership formats for marketing itself, using its Web Hosting Agent program and the OEM Program.  The Web Hosting program allows developers, designers and others with web hosting clients who don’t want responsibility for the technical support.  For a fee Earthlink will maintain the Smartsite and reward these agents for every Smartsite they create with Earthlink.  The OEM or Original Equipment Manufacturer’s program allows Earthlink and manufacturers of items like digital cameras, modems, printers, CPU’s to mutually benefit from each other’s product and customer exposure.


Member referrals of new customers are an extremely important aspect of Earthlink’s marketing efforts, generating almost 25% of all new accounts.  This works well for two reasons: 1) Customers have a truly good experience with Earthlink and don’t mind personally recommending them and 2) Earthlink rewards members with a free month of service for every activating referral.   

Promotions

Earthlink has several successful promotional programs in place.  These programs include

· Wheel of Fortune Dot Com Sweepstakes

· Sign up now and get set-up fee waived – a $25 savings

· Giving $50 towards EPIC (privacy foundation) as an Opt Out program from people frustrated with AOL security, giving them privacy by not selling member info to third parties.

· Bidding on eBay for disgruntled members of competing ISP’s

· Refer a friend and get a free month of Earthlink.

· Agent Program for Web Hosting companies – One time commission of $50 and for each and every website (Smartsite) created on Earthlink for their customers.

Pricing

Earthlink offers its Dialup service for $20 per month.  This service comes with 5 free email boxes.  It charges an additional $2 for each email box over 5.  Pricing in the broadband service is not fixed and varies depending upon the customer’s requirement and time of offer.

Business Model

Earthlink’s revenue model is four pronged.  The four areas of revenue generation are narrowband, broadband, web hosting and finally commerce, content and advertising.  

The narrowband (Dialup access) is their core revenue generator at this time.  According to our discussion with the company officials, this will continue to be their primary source of revenue for the near future.  Broadband is a fast growing revenue channel.  It includes services like DSL and faster Internet connections.   This channel consists of individuals and businesses as customers.  Web Hosting services are a third source of revenues.  This consists of allowing customers to host web pages and make interactive pages by offering them tools like HTML tools, CGI, etc.  The Commerce, Content and Advertising channels bring in revenues from advertisers who pay for eyeballs (page visits).  Aside from that, Earthlink has created a virtual mall on its home page providing links to major e-tailers like Amazon.com, etc.  The revenues generated based on clicks- through to those sites and commissions from sales of merchandise. 

Aside from the revenue model, Earthlink’s business model consists of aggressive growth strategy.  They are achieving this by raising money in capital markets and by acquisitions. 

According to the 99 annual report, they also regard building a strong brand as part of their business model.  They develop the brand by TV and Radio advertising and portraying Earthlink as a cool, fun and easy way to get on to the Internet.  Some of their brand building advertisements even included poking fun at AOL.  Their goal is that when someone thinks about Internet access, Earthlink should come to mind firs.

Partners

Earthlink, in its quest to become the “#1 Provider of the Real Internet”, has made many technological alliances with partners both in its own field and in other related fields to expand its hold in its particular industry of being an Internet Service Provider (ISP). Over the past few years Earthlink has made many strategic alliances and mergers with companies such as Sprint, Mindspring, as well as many others in an effort to compete in a marketplace which has been dominated in the majority by one company – America Online, as well as to compete against smaller “guerilla fighter” ISPs which generally will only provide access to a smaller geographic area and in so doing, try to appeal to a more local clientele. These strategic alliances allow Earthlink to service a much broader clientele and become a premier provider of the Internet, both with speed and availability for access. 


The alliance with Sprint gives both Sprint and Earthlink distinct advantages in their respective marketplace. In an interview with Brian Koveleski from Earthlink’s corporate communications group, he states, “…the future of Internet access is broadband.  The applications that will be available over broadband will take the Internet to a whole new level, as well as allowing us to develop new and larger channels

for incremental revenue. Our broadband services are based on our network vendor relationships that provide the "pipe", with us providing the ISP service (including DNS, mail, Personal Start Page, and service and support).  The idea is that we offer our service over as many types of broadband technologies as possible, to make the broadband experience as accessible to as many people as possible...we refer to this as being "connection agnostic".  We see our telecommunications/vendor relationships in both narrowband and dial-up as a standard wholesaler/retailer deal.” In extrapolating their current group of alliances it is very evident that they are using Sprint to lay the “pipe” for their operations network for users and connectivity. This allows Earthlink the advantage of a broadband network with a major telecommunications company, as well as any local dial-up capabilities that Sprint has around the nation. One other issue to consider is the wireless internet that Sprint cellular can provide to Earthlink; unfortunately information on the specifics of this particular area of the partnership was classified. Sprint on the other hand is able to have members on the board of directors for Earthlink and maintain a large amount of stock capital in that company for decision-making purposes and profitability in a rising ISP. (Exhibit 4)


One of the other major alliances that Earthlink has negotiated is the merger of Earthlink and Mindspring, and the ability to utilize both of the network abilities and user base. Whereas, this was a merger versus an alliance, by examining the trends that both companies have followed over the past few years (both being relatively new to the ISP business); one can see that they utilized the same strategies in attracting users and keeping them loyal to their respective services. By combining these two companies, they were able not only to become the second largest ISP in the United States, but also were able to streamline their operations in terms of manpower and holdings to make their business more profitable for stockholders and corporate partners. 


In a press release dated January 30th, 2001; Earthlink reported the following information about its position in increasing not only brand awareness but also new technologies for customers – both in landline and wireless ventures. “Earthlink also built upon its existing alliances with other broadband operators of DSL, fixed wireless and cable, now providing high-speed access in 86 unique markets, up from 71 in the third quarter. Additionally, under an agreement with Hughes Network Systems, Earthlink will offer two-way high-speed satellite Internet services. This agreement will allow Earthlink to offer service anywhere in the continental United States, including rural areas without ready access to cable or DSL technology…Earthlink also officially launched its strategy to expand its access business beyond the traditional desktop PC to include a variety of Internet platforms and mobile devices in the quarter. As part of its Earthlink Everywhere initiative, Earthlink began offering its BlackBerry(TM) wireless email solution utilizing two popular, two-way wireless handheld devices developed by Research In Motion Limited (NASDAQ: RIMM). This month, Earthlink also announced an agreement to offer mobile Earthlink email services on the Motorola (NYSE: MOT) Talkabout(R) 2-way model T900.” (Exhibit 1) This shows that Earthlink is attempting and succeeding at being able to provide internet access to more customers, in more ways to adjust to the fast paced lifestyle of consumers.

Performance


Since Earthlink began operations in July 1994, it has been on the road of a steady increase in members and market share. When the company first began it had only 10 modems and in the space of 6 short years has become the second largest ISP in the United States. Two issues come to mind in determining the performance of the company, market share versus its competitors, and the financial data and holdings of the company. In an effort to examine market share, we asked Brain Kovalesky from the corporate communications group within Earthlink and his response was the following: “Our main competitor is AOL Time Warner, specifically the AOL online service.  Since they have over 29 million customers and we have over 4.7 million, there is a large disparity as far as membership, but we are the strong number two to AOL, and they are always in our sights.  Other competitors include Juno Online Services, MSN (The Microsoft Network), Prodigy, and phone and cable companies that provide broadband access services.” In taking a look at this statement of who the major competitors it was necessary to examine the market share of each company with each other (Exhibit 3), and compare their stock prices as a measure of investor confidence. In conjunction with this ideology it necessary to look at their respective customer holdings, AOL with over 29 million customers and Earthlink having 4.7 million customers business wide. Looking at the trends in the stocks, Earthlink shows performance at least equal to that of AOL – if not better considering the size of the their respective customer base compared to AOL. 


The second main issue involved is that of analyzing the financial data for the company.  As shown in exhibit 2, several notable revenue trends emerge.  First, the initial observation is mixed.  It is a positive trend that the relative percentage of revenues for narrowband access declined while that of broadband access increased by four percentage points from 1999 to 2000.  This indicates that the company has been somewhat successful in pushing the higher margin broadband products as opposed to the low margin dial up commodity service.  Alternatively, web hosting as well as advertising experienced a sharp relative decline.  Second, another noteworthy revenue trend from 1999 to 2000 showed the cost of revenues increased from 35% to 39% while administrative costs grew by three percentage points.  Despite the fact that Earthlink is growing its customer base, this relative increase in expenses seems to indicate growing operational inefficiency.  Third and most importantly, Earthlink is not turning a profit.  From 1999 to 2000, Earthlink’s net loss grew from approximately -$68,000,000 to -$116,000,000, a six percentage point relative increase in net loss.  With the honeymoon over for many technology and dot-com companies, many are finding the market unwilling to remain invested in companies that do not make a profit.  As a result, Earthlink’s stock has declined sharply over the 1999 / 2000 period.  

Critical Success Factors

In today’s marketplace, there are five main factors that are critical for Earthlink’s current and future success.  First, Earthlink must maintain its ease of use.  Despite the trend toward customization the software should continue to provide cutting edge technologies and net access without appearing confusing or complicated.  Second, Earthlink must remain reliability.  Though some reliability issues are out of Earthlink’s hands such as a Telco network outage, customer perceptions will look quickly to Earthlink if a problem occurs.  Earthlink must continue to provide faster, higher bandwidth access to the Internet to keep up with the increasingly graphic intensive high data downloads.  With prices being very competitive it takes little to persuade a customer to leave for better reliability.  Third, Earthlink must not lose its high ranking for quality customer service.  Over 25% of new accounts are derived through word of mouth references from members.  Despite the free month incentive, this acquisition and revenue stream would dry up without exceptional customer service and reliability.  Fourth, Earthlink must keep its competitive advantage in customer service but attempt to gain a competitive advantage to distinguish itself from the competitors.  AOL successfully distinguished itself from the other ISP’s with its successful Instant Messenger service.  Earthlink will need to keep abreast of the newest technology in search of the next instant messenger-type advantage and quickly implement it.  Fifth, Earthlink must find new ways to grow and operate efficiently.  Most importantly, Earthlink must demonstrate profitability.  With Internet access following the commodity model, Earthlink must focus on selling higher margin access and selling everything else through the cheapest channels.  This could be accomplished with a concentration on selling the higher margin broadband access as opposed to the regular dial up narrowband service.  

Projections

Despite its strong leadership, powerful partnerships, award winning customer service, reliability and strong number two spot in the ISP world, Earthlink will likely stall out under the current vale of unprofitability.  The market is increasingly draconian to those companies that cannot demonstrate profit generation and as such, Earthlink will have a difficult time generating investor interest and additional capital to compete with the giant – AOL.  It is projected that Earthlink will soon streamline its operations and focus on profitability using its strategic alliance with Sprint, allowing itself to continue growth.     

Exibit 1

EarthLink Reports Fourth Quarter Financial Results -- Company Adds 76,000 Broadband Accounts, Closing the Year with 215,000 Broadband Subscribers 

ATLANTA--(BUSINESS WIRE)--Jan. 30, 2001—EarthLink, Inc. (NASDAQ: ELNK) today announced its fourth quarter and full year financial results for the periods ending Dec. 31, 2000. 

For the fourth quarter, EarthLink reported revenue of $286.8 million, up 15 % over the third quarter, reflecting strong growth in broadband access services and the acquisition of OneMain.com in September. Net loss for the quarter, excluding acquisition and merger-related costs, was $52.2 million, or ($0.40) per share. Earnings benefited by $2.4 million, or $0.02 per share, from the recognition of an income tax benefit during the quarter. EarthLink ended the year with approximately 4.7 million paying subscribers, up from 4.6 million at the end of the prior quarter and 3.1 million one year ago. 

Earnings before interest, taxes, depreciation and amortization (EBITDA) were a negative $40.7 million in the quarter. This was an increase of only $3.1 million from the EBITDA loss in the third quarter of $37.6 million despite new spending on a national brand advertising campaign to increase consumer awareness of EarthLink's award winning Internet services. This improvement in profitability reflects a reduction in spending on less effective sales and marketing channels and tight control over operating expenses. In one key indication of operating expense control, total employment declined by 255 to 7,377 during the quarter. 

EarthLink's broadband growth continues to top the Company's quarterly highlights. For the three months ending Dec. 31, 2000, EarthLink added 76,000 broadband subscribers to end the year with a total installed broadband subscriber base of 215,000 -- up 760 % from a year ago and up 55 % from the third quarter. EarthLink's broadband growth continues to be widely based, with broadband availability in 14 additional metropolitan markets in the fourth quarter and with growth across all of its broadband partners and each of its DSL, cable and fixed wireless platforms. 

"Our objective as a company is to balance growth in subscribers and market position with profitability," said Garry Betty, CEO of EarthLink. "As demonstrated in our fourth quarter results, we are aggressively growing broadband access, while maintaining our traditional narrowband subscriber base and controlling expenses. 

"Our broadband growth remains very strong as we expand our service offerings and build upon our early success. In the fourth quarter, we not only added 76,000 new broadband subscribers, we completed a landmark 'open access' broadband agreement with AOL Time Warner cable operations. Through deals with various telecommunications partners, including Hughes Network Systems, EarthLink has established itself as a leading broadband provider, demonstrating our ability to deliver award-winning service over multiple platforms. 

"Beyond our broadband success, EarthLink has entered new market segments by extending our service beyond the personal computer to other platforms through our EarthLink Everywhere initiative. At the same time, we continue to focus on improving operational efficiencies. We have identified significant additional opportunities to improve profitability and are targeting to achieve EBDITA-positive operations by the end of 2001." Fourth Quarter Highlights Broadband 

For the quarter, EarthLink's broadband revenues rose to $22.9 million, a 48 % increase over the third quarter and a 214% increase over the fourth quarter of 1999. EarthLink's agreement with AOL Time Warner is not only a significant breakthrough in the open access debate; it demonstrates EarthLink's leadership position in the broadband arena. The deal will enable EarthLink to be the first new ISP, following the expiration of AOL Time Warner's exclusive arrangement with RoadRunner, to offer high-speed Internet access, content, and functionality to the approximately 20 million homes passed by the AOL Time Warner broadband-capable cable networks. EarthLink anticipates that it will begin providing its broadband Internet services over AOL Time Warner's cable systems in the second half of 2001. The Company is also seeking access to other cable companies' systems. 

EarthLink also built upon its existing alliances with other broadband operators of DSL, fixed wireless and cable, now providing high-speed access in 86 unique markets, up from 71 in the third quarter. Additionally, under an agreement with Hughes Network Systems, EarthLink will offer two-way high-speed satellite Internet services. This agreement will allow EarthLink to offer service anywhere in the continental United States, including rural areas without ready access to cable or DSL technology. 

Earlier this month, EarthLink also announced that it has expanded its high-speed SDSL services targeted to business users to an additional 25 additional markets, bringing the total to 39 markets nationwide. Other Highlights 

EarthLink ended 2000 with approximately 4.7 million paying subscribers. Of these, 4,306,000 were narrowband subscribers, down 8,000 or 0.2 % from the third quarter due to a growing migration of subscribers to EarthLink's broadband service and reduced sales and marketing expenditures in selected, less cost effective channels. 

Narrowband revenues were $241.0 million, up 14 % from the third quarter, reflecting the inclusion of OneMain for the entire quarter. Monthly subscriber churn remained at 4.1% during the quarter. 

In Web hosting, EarthLink added 10,000 net new subscribers, bringing the total to 169,000. Revenues were up 3 % compared to the third quarter to $17 million. Subscribers grew by 60,000 over the prior year, or 56 %. EarthLink continues to be one of the largest Web hosting providers in the world as measured by number of customers, with a focus on small businesses. 

Advertising, content and commerce revenue was $5.8 million in the fourth quarter, down $0.9 million from the preceding quarter, reflecting the decline in the Internet advertising environment generally. Advertising, content and commerce revenue is expected to decline somewhat further in the first quarter of 2001. The Company expects to start growing this revenue stream again at a modest rate in mid-2001 by focusing on a stable set of advertising, content and commerce partners. 

During the quarter, EarthLink initiated a major advertising campaign aimed at raising brand awareness. Created by renowned advertising agency TBWA\Chiat\Day, the visually distinct and thought-provoking campaign is intended to foster the awesome sense of discovery ingrained in the 'Real Internet' experience. 

EarthLink also officially launched its strategy to expand its access business beyond the traditional desktop PC to include a variety of Internet platforms and mobile devices in the quarter. As part of its EarthLink Everywhere initiative, EarthLink began offering its BlackBerry(TM) wireless email solution utilizing two popular, two-way wireless handheld devices developed by Research In Motion Limited (NASDAQ: RIMM). This month, EarthLink also announced an agreement to offer mobile EarthLink email services on the Motorola (NYSE: MOT) Talkabout(R) 2-way model T900. 

As of Dec. 31, 2000, EarthLink held cash and cash equivalents of $675 million. The company expects its cash balance to be more than sufficient to fund the company's operations until they are free cash flow positive. Business Outlook 

The following statements are based on current expectations. These statements are forward-looking, and actual results may differ materially. See comments under "Forward-Looking Statements" below. The Company undertakes no obligations to update these statements. 

In 2001, the Company's principal operating objectives are to continue growing the broadband business rapidly while significantly improving profitability, demonstrating the ability to generate cash from operations. The Company is targeting achieving EBITDA-positive operation in the fourth quarter of 2001. 

Based on current trends and operating plans now in place for the year, EarthLink expects to end 2001 with over 5 million paying customers. Most of that growth will come from the broadband product line. EarthLink will capitalize on strong market demand, its national footprint, and its ability to deploy DSL, cable, fixed wireless and satellite broadband solutions to grow its broadband base to over 500,000 subscribers by year-end. The Company expects its number of narrowband subscribers to be relatively flat year over year. Revenues for the year are expected to be between $1.2 and $1.3 billion. 

EarthLink expects to improve operating margins in 2001 compared to 2000 by continuing to reduce telecommunications costs for both its narrowband and broadband services; consolidating the former OneMain ISPs onto a single operating platform during the first half of the year; reducing broadband installation costs by making the installation process more efficient, particularly through widespread adoption of self-installation; and growing all other operational expenses more slowly than revenues, increasing operating leverage as a result. Sales and marketing expenses are expected to grow slightly year over year as investment in broadband growth and continued brand advertising should more than offset elimination of marketing efforts in less cost-effective channels, particularly in the narrowband product line. 

As a result of revenue growth, improving operating contribution margins before sales and marketing, and the modest increase in marketing expense to fund rapid broadband growth, EBITDA is expected to improve sequentially in each quarter of 2001 and to go positive in the fourth quarter. For the year, EBITDA is expected to be in the range of negative $35-60 million. Net loss before merger and acquisition-related costs is expected to be in the range of $110-135 million, and net loss per share, on the same basis, is expected to be in the range of ($0.85) - ($1.05). 

In the first quarter of 2001, total subscribers are expected to grow to approximately 4.8 million. Revenues should increase to approximately $295-300 million, and EBITDA loss before merger and acquisition related costs should narrow to a negative $31-36 million. Net loss, before merger and acquisition related costs, is expected to be in the range of ($0.37) - ($0.41) per share. Conference Call for Analysts and Investors 

The Company will host a conference call and simultaneous Web cast for analysts and investors at 9 a.m. EST on Tuesday, Jan. 30, 2001 that will be open to the general public. Conference call dial-in number is 1-800-289-0544, password 418320. The Web cast via the Internet at the following this link: http://www.corporate-ir.net/ireye/ir_site.zhtml?ticker=ELNK&script=1000 

A taped replay will be available beginning at noon EST on January 30 through 1 a.m. Feb. 1, 2001, by dialing 1-719-457-0820 and entering the confirmation code 418320 to listen. You may also access the replay via the Internet by following this link: http://www.corporate-ir.net/ireye/ir_site.zhtml?ticker=ELNK&script=1100 About EarthLink 

The no.1 Provider of the Real InternetTM, EarthLink brings the magic of the Internet to more than 4.7 million subscribers every day. Headquartered in Atlanta, EarthLink provides a full range of innovative access, hosting, and e-commerce solutions to thousands of communities internationally from more than 6,500 points of presence. EarthLink is committed to doing an exceptional job of pleasing its subscribers, shareholders and the community by following the company's Core Values and Beliefs. Information about EarthLink services is available by calling 800-395-8425 and through EarthLink's Web site at www.earthlink.net Notice to Investors, Prospective Investors and the Investment Community: Cautionary Information Regarding Forward-Looking Statements 



Exhibit 2

EARTHLINK, INC.

                 Consolidated Financial Highlights

                   Three Months Ended December 31,

----------------------------------------------------------------------

                                           Percent            Percent 

                                           of Total           of Total 

                                    1999   Revenues  2000     Revenues

----------------------------------------------------------------------

Statement of Operations Data:    (in thousands, except per share data)

Revenues:

 Narrowband access                $170,765   86%    $241,029     84% 

 Web hosting                        13,806    7%      16,959      6%

 Broadband access                    7,297    4%      22,938      8%

 Content, commerce and advertising   7,277    4%       5,838      2%

                                   -------  -----  ---------   ------

  Total revenues                   199,145  100%     286,764    100%

Operating costs and expenses:

 Cost of revenues                   70,118    35%    112,932     39%

 Operations and member support      57,444    29%     82,410     29%

 General and administrative         19,284    10%     37,481     13%

                                    ------   -----   -------   ------

                                   146,846    74%    232,823     81%

  Operating contribution            52,299    26%     53,941     19% 

 Sales and marketing                85,032    43%    116,369     41%

 Merger related charges (1)              -     0%          -      0%

 Acquisition-related costs (2)      34,903    18%     53,328     19%

                                    ------   -----   -------   ------

                                   119,935    60%    169,697     59%

Loss from operations               (67,636)  -34%   (115,756)   -40%

Interest income (expense), net       6,882     3%      7,874      3%

 Net loss before taxes             (60,754)  -31%   (107,882)   -38%

  Income tax benefit                     -     0%      2,394      1%

  Net loss                         (60,754)  -31%   (105,488)   -37%

Deductions for accretion 

 dividends(3)                       (3,429)   -2%     (8,084)    -3%

Net loss attributable to common 

 stockholders                     $(64,183)  -32%  $(113,572)   -40%

                                  ========   =====  =========  ======

                                  ========   =====  =========  ======

Basic and diluted net loss per 

 share                             $(0.55)             $(0.87) 

                                  ========          ==========

Weighted average common shares 

 outstanding                      116,494             129,999 

Depreciation/Amortization

 Depreciation - cost of revenues    7,054              11,131

 Depreciation/Amortization - other  5,353              10,617

 Acquisition-related amortization  34,903              53,328 

Before merger and acquisition-related costs:

----------------------------------------------------------------------

Net loss                         $(25,851)   -13%    $(52,160)   -18%

                                 =========           =========

Basic net loss, per share          $(0.22)             $(0.40) 

                                 =========           =========

EBITDA (4)                       $(20,326)   -10%    $(40,680)  -14%

----------------------------------------------------------------------

                       Twelve Months Ended December 31,

----------------------------------------------------------------------

                                           Percent            Percent

                                           of Total           of Total

                                   1999    Revenues    2000   Revenues

----------------------------------------------------------------------

Statement of Operations Data:   (in thousands, except per share data)

Revenues:

 Narrowband access              $582,883      87%    $833,415     84%

 Web hosting                      47,435       7%      65,756      7%

 Broadband access                 23,540       4%      57,753      6%

 Content, commerce and 

  advertising                     16,575       2%      29,706      3%

                                 -------      ----    -------    -----

  Total revenues                 670,433     100%     986,630    100%

Operating costs and expenses:                                                                                                             

 Cost of revenues                248,487      37%     368,133      37%

 Operations and member support   182,134      27%     297,027      30%

 General and administrative       67,876      10%     106,148      11%

                                 -------     ----    --------    -----

                                 498,497      74%     771,308      78%

                                 -------     ----    --------    -----

  Operating contribution         171,936      26%     215,322      22%

   Sales and marketing           219,349      33%     443,708      45%

   Merger related charges (1)          -       0%      33,967       3%

   Acquisition-related costs (2) 148,267      22%     132,448      13%

                                 -------     -----    -------    -----

                                 367,616      55%     610,123      62%

Loss from operations            (195,680)    -29%    (394,801)    -40%

Interest income (expense), net    21,986       3%      46,485       5%

 Net loss before taxes          (173,694)    -26%    (348,316)    -35%

  Income tax benefit                   -       0%       2,394       0%

  Net loss                      (173,694)    -26%    (345,922)    -35%

Deductions for accretion 

 dividends(3)                    (14,106)     -2%     (23,730)     -2%

Net loss attributable to common 

 stockholders                  $(187,800)    -28%   $(369,652)    -37%

                               ==========   =====   ==========   =====

                               ==========   =====   ==========   =====

Basic and diluted net loss per 

 share                            $(1.65)              $(2.99)

                               ==========           ==========

                               ==========           ==========

Weighted average common shares 

 outstanding                    113,637               123,592

Depreciation/Amortization

 Depreciation - cost of revenues 23,441                37,008

 Depreciation/Amortization 

  - other                        17,815                32,857

 Acquisition-related 

  amortization                  148,267               132,448

Before merger and acquisition-related costs:

----------------------------------------------------------------------

Net loss                      $(25,427)       -4%    $(179,507)   -18%

                              =========              ==========

Basic net loss, per share       $(0.22)                 $(1.45)

                              =========              ==========

EBITDA (4)                     $(6,157)       -1%    $(158,521)   -16%

----------------------------------------------------------------------

                              December 31,  September 30, December 31,

                                 1999           2000         2000

Key Operating Data:

 Narrowband members           2,988,000      4,314,000     4,306,000

 Web hosting accounts           109,000        159,000       169,000

 Broadband members               25,000        139,000       215,000

                              ---------      ---------     ---------

 Total member count at end of 

  period                      3,122,000      4,612,000     4,690,000

 Number of employees at end of 

  period (5)                      4,830          7,632         7,377

                             December 31,  September 30,  December 31,

                                  1999        2000           2000

Balance Sheet Data:                       (in thousands)

 Cash and cash equivalents    $685,753       $749,176       $674,746

 Total assets                1,109,147      1,574,233      1,486,138

 Long-term debt                  8,393         16,500         13,472

 Total liabilities             350,694        286,724        303,927

 Accumulated deficit          (328,378)      (584,458)      (698,030)

 Stockholders' equity          758,453      1,287,509      1,182,211

1. Represents merger and restructuring costs incurred during the

three months ended March 31, 2000. These costs were primarily

attributable to fees associated with investment banking, legal and

accounting services, the acceleration of unamortized costs associated

with a line of credit and convertible debt, severance costs and

non-cash accelerated compensation expense resulting from the merger.

There were no such costs during the three months ended December 31

2000.

2. Represents acquisition and amortization related expenses for

the three and twelve month periods ended December 31, 1999 and 2000

resulting from the following:

a. The acquisition of OneMain.com Inc on September 12, 2000.

b. the acquisition of various assets used in connection with the 

   consumer dial-up Internet access business of Spry, Inc., in 

   October 1998.

c. the acquisition of the United States Internet services business of 

   NETCOM On-Line Communication Services, Inc., in February 1999.

3. Reflects the accretion of Liquidation Dividends on Series A and

B convertible preferred stock at 3% compounded quarterly and the

accretion of a dividend related to the beneficial conversion feature

in accordance with EITF D-60.

4. Represents net loss before depreciation and amortization,

interest income and expense and income tax expense. EBITDA is not

determined in accordance with generally accepted accounting

principles, is not indicative of cash used by operating activities and

should not be considered in isolation, or as an alternative to, or

more meaningful than measures of performance determined in accordance

with generally accepted accounting principles.

5. Represents full-time equivalents.

Exhibit 3
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Source: http://www.quicken.com
Exhibit 4

SPRINT TOPS UP ITS INVESTMENT IN EARTHLINK 

EarthLink's cash position increases approximately 64% to $1.1 billion 
ATLANTA, May 9, 2000—EarthLink (NASDAQ: ELNK) today announced that Sprint (NYSE: FON) has committed to top up its investment in EarthLink following the completion of EarthLink's merger with MindSpring. Sprint has agreed to purchase approximately 26 million shares from EarthLink for a total of approximately $431 million, bringing it's overall investment in EarthLink up to approximately 26.7 percent interest. 

Under the terms of the original EarthLink-Sprint alliance agreement, Sprint has the right to top and retain its original position of 28.7 percent interest in EarthLink and may increase its ownership to this level through additional purchases. The completion of the $4 billion EarthLink/MindSpring merger on Feb. 4, 2000, reduced the percentage of Sprint's ownership in EarthLink to 14.6 percent. Sprint had six months from the time the merger closed to exercise its top-up option by purchasing additional EarthLink stock from the Company. Sprint continues to retain two seats on EarthLink's board, occupied by William T. Esrey, chairman and CEO of Sprint and Len J. Lauer, president of Sprint's consumer services group. 

"Sprint's most recent investment of $77 million in EarthLink following our deal with Apple, coupled with its current investment of roughly $431 million, reaffirms Sprint's commitment to our strategic alliance," said Garry Betty, CEO of EarthLink. 

About EarthLink
EarthLink is one of the world's leading Internet service providers, bringing the magic of the Internet to approximately 3.5 million individuals and businesses every day. Headquartered in Atlanta, EarthLink provides a full range of innovative access, hosting, and e-commerce solutions to thousands of communities internationally from more than 5,000 points of presence. EarthLink is committed to doing an exceptional job of pleasing its customers, shareholders, and the community by following the company's Core Values and Beliefs. Information about EarthLink and EarthLink Sprint services is available by calling (800) 395-8425 and through EarthLink's Web site at www.earthlink.net. 

This press release contains forward-looking statements, forecasts and predictions that involve risks and uncertainties. Our actual results could differ materially from those anticipated in these forward-looking statements; forecasts and predictions as a result of many factors including those discussed in the EarthLink's various reports filed from time to time with the SEC.
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