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THIS REGISTRATION STATEMENT CONTAINS TWO FORMS OF PROSPECTUS: ONE TO BE USED IN
CONNECTION WITH A U.S. AND CANADIAN OFFERING OF THE REGISTRANT'S COMMON STOCK (THE
"U.S. PROSPECTUS") AND ONE TO BE USED IN A CONCURRENT INTERNATIONAL OFFERING OF THE
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BE USED IN THE INTERNATIONAL PROSPECTUS, WHICH HAVE EACH BEEN LABELED "ALTERNATIVE PAGE
FOR INTERNATIONAL PROSPECTUS".
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+The information in this prospectus is not complete and may be changed. We may +

+not sell these securities until the registration statement filed with the +
+Securities and Exchange Commission is effective. This prospectus is not an +
+offer to sell these securities and it is not soliciting an offer to buy these +
+securities in any state where the offer or sale is not permitted. +
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SUBJECT TO COMPLETION PRELIMINARY PROSPECTUS DATED FEBRUARY 5, 1999 PR O S P E C T U S
SHARES

[LOGO]
IXL ENTERPRISES, INC.
COMMON STOCK

This is iXL Enterprises, Inc.'s initial public offering of Common Stock.
The U.S. underwriters will offer shares in the United States and Canada
and the international managers will offer shares outside the United States
and Canada.

WE EXPECT THE PUBLIC OFFERING PRICE TO BE BETWEEN $ AND $ PER SHARE. CURRENTLY, NO
PUBLIC MARKET EXISTS FOR THE SHARES. AFTER PRICING OF THE OFFERING, WE EXPECT THAT THE
COMMON STOCK WILL TRADE ON THE NASDAQ NATIONAL MARKET UNDER THE SYMBOL "IIXL."

INVESTING IN THE COMMON STOCK INVOLVES RISKS WHICH ARE DESCRIBED IN THE "RISK FACTORS"
SECTION BEGINNING ON PAGE 10 OF THIS PROSPECTUS.

PER SHARE TOTAL

PUBLIC OFFERING PRICE........ $ $ UNDERWRITING DISCOUNT........ $ $ PROCEEDS, BEFORE
EXPENSES, TO IXL ENTERPRISES, INC........ $ $ THE U.S. UNDERWRITERS MAY ALSO PURCHASE
UP TO AN ADDITIONAL SHARES AT THE PUBLIC OFFERING PRICE, LESS THE UNDERWRITING
DISCOUNT, WITHIN 30 DAYS FROM THE DATE OF THIS PROSPECTUS TO COVER OVER-ALLOTMENTS. THE
INTERNATIONAL MANAGERS MAY SIMILARLY PURCHASE UP TO AN AGGREGATE OF AN ADDITIONAL
SHARES.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS
APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS PROSPECTUS IS
TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

WE EXPECT THAT THE SHARES OF COMMON STOCK WILL BE READY FOR DELIVERY IN NEW YORK, NEW
YORK ON OR ABOUT , 1999.

MERRILL LYNCH & CO. DONALDSON, LUFKIN & JENRETTE BANCBOSTON ROBERTSON STEPHENS
NATIONSBANC MONTGOMERY SECURITIES LLC THE DATE OF THIS PROSPECTUS IS , 1999 SERVICES
INTERNET STRATEGY CONSULTING . INTERNET-BASED BUSINESS SOLUTIONS --BUSINESS INFORMATION

MANAGEMENT SYSTEMS --E-COMMERCE SYSTEMS AND SERVICES --INTERACTIVE LEARNING
ENVIRONMENTS --DIGITAL MEDIA . SOLUTION SETS(TM) --PITCHMAN --SITEMAN . INDUSTRY
PRACTICE GROUPS [DESCRIPTION OF INSIDE COVER ART] [IXL
LOGO]__ _ _ ___VISION _ _ ___[CFN LOGO] "TO PIONEER
THE USE OF DIGITAL TECHNOLOGY TO TRANSFORM HOW BUSINESS GETS DONE."




[IXL LOGOIWE ARE A LEADING INTERNET SERVICES COMPANY WHICH PROVIDES INTERNET STRATEGY
CONSULTING AND COMPREHENSIVE INTERNET-BASED SOLUTIONS TO FORTUNE 1000 COMPANIES AND
OTHER CORPORATE USERS OF INFORMATION TECHNOLOGY.

WE ARE "PROBLEM SOLVERS" EXPERIENCED IN THE USE OF TECHNOLOGY TO CREATE NEW
OPPORTUNITIES FOR BUSINESS.

WE SUCCEED BY SHORTENING THE DISTANCE BETWEEN THE CREATION OF IDEAS AND THE REALIZATION
OF THEIR ECONOMIC BENEFIT.

CFN IS A SOPHISTICATED E- [CFN LOGO] COMMERCE PLATFORM FOR MARKETING FINANCIAL SERVICES
AND EMPLOYEE BENEFITS OVER CORPORATE INTRANETS AND THE INTERNET, AS WELL AS THROUGH A
TELESALES CENTER.

CFN IS A PLATFORM WHICH BRINGS PROVIDERS OF SERVICES AND BENEFITS TOGETHER WITH
EMPLOYEES WHO WANT TO PURCHASE THOSE SERVICES.

THE CFN PLATFORM ALLOWS EMPLOYEES TO COMPARE, SHOP AND PURCHASE THE SERVICES THEY NEED
EASILY AND EFFICIENTLY.

[E-TV LOGO] WE ARE DEVELOPING TECHNOLOGY, APPLICATIONS, CONTENT AND EXPERTISE FOR USE
IN THE EMERGING INDUSTRY OF DIGITALLY DELIVERED INFORMATION AND ENTERTAINMENT.

OUR GOAL IS TO DESIGN AND BUILD NAVIGATIONAL INFRASTRUCTURES, BUSINESS MODELS AND
STRATEGIC RELATIONSHIPS REQUIRED FOR SUCCESS IN THE ENHANCED TELEVISION MARKETPLACE.

FINANCIAL SERVICES AND BENEFITS . AUTO INSURANCE . HOMEOWNERS INSURANCE . MORTGAGES
HOME EQUITY LOANS . AUTO FINANCE . LONG TERM INDIVIDUAL CARE . INDIVIDUAL LIFE . VISION
SERVICES . LEGAL SERVICES ID5 METHODOLOGY [DISCOVER] [DEFINE] [DESIGN] [DEVELOP]

[DEPLOY]
Collect Formulate an Refine/document Build Deliver the
information Internet specifications elements final
relative to business of the required to solution.
the strategy. Internet implement the
engagement business Internet
objective. strategy. business.
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Forward-looking Statements

This prospectus includes forward-looking statements. We have based these forward-looking statements

on our current expectations and projections about future events, including, among other things:

. Implementing our business strategy, . Managing our rapid growth and employee costs, . Managing
CFN's expenditures and making CFN profitable, . Expanding CFN's customer base, . Integrating
acquired businesses, . Forecasting commerce and strategic Internet services market growth and .

Competing in the strategic Internet services industry.

In some cases, you can identify forward-looking statements by terminology such as "may," "will,"

"should," "expects," "plans,

nmn nn nn

anticipates,’ "believes," "estimates," "predicts,

nmn

potential” or "continue"” or the
negative of such terms or other comparable terminology.

Forward-looking statements are subject to known and unknown risks, uncertainties and other factors
that may cause our and the strategic Internet services industry's actual results, levels of activity,
performance, achievements and prospects to be materially different from those expressed or implied by
such forward-looking statements. These risks, uncertainties and other factors include, among others,
those identified under "Risk Factors" and elsewhere in this prospectus.

We undertake no obligation to publicly update or revise any forward- looking statements, whether as a
result of new information, future events or otherwise. In light of these risks, uncertainties, and
assumptions, the forward-looking events discussed in this prospectus might not occur. See "Risk
Factors."

You should rely only on the information contained in this prospectus. We have not, and the
underwriters have not, authorized any other person to provide you with different information. If
anyone provides you with different or inconsistent information, you should not rely on it. We are not,
and the underwriters are not, making an offer to sell these securities in any jurisdiction where the offer
or sale is not permitted. You should assume that the information appearing in this prospectus is
accurate as of the date on the front cover of this prospectus only. Our business, financial condition,

results of operations and prospects may have changed since that date.

We are a Delaware corporation. Our principal executive offices are located at 1888 Emery St., NW,
Atlanta, GA 30318, and our telephone number is (800) 573-5544. We maintain a World Wide Web site
at www.iXL.com. The reference to our World Wide Web address does not constitute incorporation by
reference of the information contained at the site. In this prospectus, the "Company," "iXL," "we," "us"
and "our" refer to iXL Enterprises, Inc. and its subsidiaries (but not to the underwriters listed in this
prospectus), including the businesses acquired by us, unless the context otherwise requires, and "CFN"
refers to the Company's subsidiary Consumer Financial Network, Inc. and its subsidiaries. In addition,
"Common Stock" refers to our common stock, $.01 par value per share, "Acquired Companies" refers to
those businesses which we have acquired since January 1, 1997, and "1998 Acquired Companies" refers

to those Acquired Companies which we have acquired during 1998. See "Description of Capital Stock."



iXL(TM), the iXL logo, Interactive Excellence(TM), Internet Excellence(TM), the CFN logo, CFN(TM),
Consumer Financial Network(TM), iD5(TM) and the names of products and services offered by iXL

Enterprises, Inc. and Consumer Financial Network, Inc. are trademarks, registered trademarks, service
marks or registered service marks of iXL Enterprises, Inc. and Consumer Financial Network, Inc. This

prospectus also includes product names, trade names and trademarks of other companies.

Summary

This summary may not contain all the information that may be important to you. You should read the
entire prospectus, including the financial data and related notes, before making an investment decision.
Upon the completion of this offering, the only class of our capital stock outstanding will be our
Common Stock. Except where otherwise indicated, all information in this prospectus (a) assumes the
automatic conversion of Class A, Class B and Class C Convertible Preferred Stock and Class A and
Class B Common Stock into Common Stock, (b) assumes the exchange of shares of Common Stock for
all outstanding shares of Class D Nonvoting Preferred Stock upon the closing of this offering, (c)
assumes the automatic conversion of warrants to purchase shares of Class B Convertible Preferred
Stock, and warrants to purchase Class A and Class B Common Stock, into 2,246,000 warrants to
purchase shares of Common Stock, (d) assumes the cashless exercise of warrants which are mandatorily
exercisable upon the closing of this offering into shares of Common Stock and (e) assumes the

Underwriters' over-allotment option will not be exercised.
iXL Enterprises, Inc.

We are a leading Internet services company which provides Internet strategy consulting and
comprehensive Internet-based solutions to Fortune 1000 companies and other corporate users of
information technology. We help businesses identify how the Internet can be used to their competitive
advantage and use our expertise in creative design and systems engineering to design, develop and

deploy advanced Internet applications and solutions.

Our service offerings include Internet strategy consulting, e-commerce systems, business information
management systems, interactive learning environments, digital media services, traditional web site
development, customized hosting, proprietary sales presentation systems and web publishing
technology. We use our extensive engineering capabilities to deliver complex Internet-based business
solutions by employing proven technologies such as Java, XML, Perl, CGI, C and C++. To foster the best
possible solutions and service, we have assembled industry practice groups including professionals
with expertise in the business practices and processes of specific industries. In addition, we utilize an
engagement methodology (iD5) which defines and delineates business procedures and processes to
take full advantage of best practices developed throughout our Company. We offer our services
primarily on a fixed price basis. In 1998 our clients included BellSouth, Carlson Wagonlit Travel, Chase
Manbhattan Bank, First USA, Gateway, GE, Lucent, Time Warner and WebMD.



The Internet represents a revolutionary and powerful new opportunity for business. International Data
Corporation expects dramatic growth in total e- commerce transaction volume, projecting an increase
from $32 billion in 1998 to $426 billion in 2002. Many companies currently do not have the
capabilities required to conduct e-commerce with suppliers and customers. These companies are
looking to independent service providers that can assist them in taking full advantage of the Internet's
ability to improve their business. We expect this to drive growth in the worldwide Internet
development services market, which according to IDC, will grow from $7 billion in 1998 to $44 billion
by 2002.

We have expanded rapidly since our founding in March 1996 through a combination of acquisitions
and internal growth. We have completed 34 acquisitions to gain critical mass, experienced
professionals, industry expertise, technical skills and geographic coverage. As of December 31, 1998,
we had approximately 1,300 employees. We have invested in our management information systems to
create a scalable organization capable of maximizing the sharing of our knowledge base and the
utilization of our staff. Our headquarters is located in Atlanta, Georgia and we have 18 regional offices

located throughout the United States and in England, Germany, Spain and Italy.

In addition to our strategic Internet services offerings, we have developed Consumer Financial
Network, Inc., a sophisticated e-commerce platform for marketing financial services and employee
benefits over corporate intranets and the Internet, as well as through a telesales center. CFN has
contracted with competing providers of various financial services (automobile, homeowners and other
lines of personal insurance, home mortgages, home equity loans, auto finance, long-term care
insurance, term life insurance and prepaid legal services) to create a platform for comparison shopping
and purchase of these services. CFN's platform is provided at no cost to large companies and
associations for distribution as a human resources benefit to their employees or members. CFN service
providers include Nationwide Mutual Insurance Co., Liberty Mutual Insurance Co., and Chase
Manhattan Mortgage Corporation. Member companies include Nextel and DaimlerChrysler. CFN
receives a fee from the financial service providers for each sale of their services through the CFN
network. CFN's equity is owned 88% by the Company and 12% by General Electric Capital
Corporation.

Our goal is to become the preferred provider of strategic Internet services and to become a leader in
Internet-delivered financial services and employee benefits. To achieve this goal, our strategy is to
leverage and expand our industry expertise, develop our technology capabilities, expand our
geographic coverage, capture and disseminate our knowledge and best practices, expand our client
relationships, attract, train and retain experienced professionals, and enhance and extend the CFN

platform.
The Offering
Common Stock offered:

U.S. Offering............... shares

International Offering...... shares
Total......ooviviiii i, shares



Shares outstanding after the U.S. and International Offerings................ shares(1) Overallotment
Option........ shares of Common Stock Use of Proceeds............. We estimate that the net proceeds from
this offering (without exercise of the over-allotment option) will be approximately $ million. We intend
to use these net proceeds for (a) repayment of indebtedness and (b) general corporate purposes,

including working capital requirements and acquisitions. See "Use of Proceeds."

Risk Factors......ccoeuue. See "Risk Factors" for a discussion of factors you should carefully consider before

deciding to invest in the shares of the Common Stock.

Nasdaq National Market Symbol..........cccuu.... "IIXL" (1) Excludes a currently undeterminable number of
shares of Common Stock issuable upon the exercise of certain contingent rights of preferred
stockholders of Consumer Financial Network, Inc. to exchange their shares of Consumer Financial
Network, Inc. capital stock for shares of the Company's Common Stock. See "Description of Capital
Stock--CFN's Series A Convertible Preferred Stock." Also excludes as of February 5, 1999 (a)
23,489,725 shares of Common Stock subject to outstanding options at a weighted average exercise
price of $7.67 per share, (b) 2,246,000 shares of Common Stock subject to outstanding warrants at a
weighted average exercise price of $6.99 per share, and 7,510,275 shares of Common Stock reserved
for options to be granted under our 1996 Stock Option Plan, 1998 Non-Employee Stock Option Plan
and 1999 Employee Stock Option Plan and (c) 4,000,000 shares of Common Stock to be registered

pursuant to a Registration Statement on Form S-4 for use in future acquisitions.

Summary Historical and Pro Forma Consolidated Financial Information The following summary
historical and pro forma consolidated financial information and pro forma as adjusted information
should be read in conjunction with "Pro Forma Consolidated Financial Information," "Selected
Consolidated Financial Data," "Management's Discussion and Analysis of Financial Condition and
Results of Operations" and the Company's audited Consolidated Financial Statements included
elsewhere in this prospectus. The Consolidated Statement of Operations Data set forth below for the
years ended December 31, 1997 and 1998 and the Consolidated Balance Sheet Data at December 31,
1998, are derived from and qualified by reference to, the Company's audited Consolidated Financial
Statements, which appear elsewhere in this prospectus. The acquisitions of the Acquired Companies,
described herein, were accounted for using the purchase method and accordingly, the actual
Consolidated Statement of Operations Data reflects the results of operations of these businesses from
their respective acquisition dates. The summary pro forma and pro forma as adjusted information does
not purport to represent what our results actually would have been if such events had occurred at the
dates indicated, nor does such information purport to project our results for any future period. The pro
forma Consolidated Statement of Operations Data gives effect to the acquisitions of the 1998 Acquired
Companies as if they had occurred on January 1, 1998 and the pro forma Consolidated Balance Sheet
Data as if (a) the sale and issuance of 22,825 shares of Class A Convertible Preferred Stock (which shall
be converted into 2,282,500 shares of Common Stock upon the closing of this offering) that occurred
subsequent to December 31, 1998 (the "Equity Financing") occurred as of December 31, 1998 and (b)
the repayment of approximately $10 million of revolving debt that occurred subsequent to December
31, 1998 (the "Revolving Debt Repayment") occurred as of December 31, 1998.



Years Ended December 31,
1997 1998 1998
Actual Actual Pro Forma
(in thousands, except per
share data)

Consolidated Statement of Operations Data:

REVEBNUES . ittt ittt ettt tte et ettt eeeeeeennnnns $ 18,986 $ 64,767 $ 87,160
Cost Of FeVeNUES. ..o i ittt ittt it it ieinennn 11,343 44,109 57,790
Gross Profat. .. ...t i i e e 7,643 20,658 29,370
Sales and marketing expenses............iiiunnn. 3,903 16,397 17,519
General and administrative expenses............. 9,114 28,770 37,279
Research and development expenses............... 4,820 4,408 4,413
Stock option and warrant expenses............... - 2,454 4,299
Depreciation. ... ..ottt i i e e 1,408 5,217 5,895
Amortization. .. ...ttt ittt e e e e 5,531 16,354 29,817
Loss from operations..........c.oeeeeuunnnnnnnnn (17,133) (52,942) (69,852)
Other income (expense), nNet........ouevvvuuuennn. 116 (28) (138)
Loss on equity investment...............cc.u.... (1,443) (1,640) (1,640)
Interest income. ......cuiiiiiiiiiniiinnnenennnns 136 750 777
INterest EeXPeNSe. ittt it iieeeeeeeeeeennn (238) (770) (1,748)
Loss before income taxesS......oueeeiiiueeennnn. (18,562) (54,630) (72,601)
Income tax benefit (expense)............c.u.u... 1,550 -- (8)
[ = o e Y=Y =T (17,012) (54,630) (72,609)
Dividends and accretion on mandatorily
redeemable preferred stock..........covvvuvnn... - (9,099) (9,099)
Net loss available to common stockholders..... $(17,012) $(63,729) $(81,708)

Basic and diluted net loss per common share..... $ (2.60) § (5.41) $ (5.08) Weighted average common
shares outstanding...... 6,540 11,777 16,088 As of December 31, 1998 Pro Forma as Actual Pro Forma
Adjusted(1)

Consolidated Balance Sheet Data:

Cash and cash equivalents..............covu... $19,259 $31,984
Working capital.......ccoiiiiiiiiiniiiinnnnnnn. 27,119 39,844
Total @SSETS .ttt ittt ittt ettt e 135,215 147,940
Debt, including current portion................ 21,420 11,420
Mandatorily redeemable preferred stock......... 65,679 65,679
Mandatorily redeemable preferred stock of

SUbSIdiary...viii it e 9,839 9,839
Stockholders' equity.....cvviiiiniinnnnnnnn.. 17,824 40,549

(1) As adjusted to reflect (a) the automatic conversion of Class A, Class B and Class C Convertible
Preferred Stock and Class A and Class B Common Stock into Common Stock upon the closing of this
offering, (b) the exercise of warrants which are mandatorily exercisable upon the closing of this offering
into shares of Common Stock (assuming a cashless exercise), (c) the exchange of shares of Common
Stock for all outstanding shares of Class D Nonvoting Preferred Stock upon the closing of this offering
and (d) this offering and the application of our estimated net proceeds (assumed to be § million) after

deducting the underwriting discount and the estimated offering expenses that we will pay.

Risk Factors

Investing in our Common Stock will provide you with an equity ownership interest in iXL. As an iXL
stockholder, you may be subject to risks inherent in our business. The performance of your shares will

reflect the performance of our business relative to, among other things, our competition, general



economic and market conditions and industry conditions. The value of your investment may increase
or decline and could result in a loss. You should carefully consider the following factors as well as other

information contained in this prospectus before deciding to invest in shares of the Common Stock.

We Have a Limited Operating History We were founded in March 1996. As a result, your evaluation of
us and our prospects will be based on a limited operating history. Our business model and strategy have
evolved and are continually being revised. In addition, our historical results of operations do not fully
give effect to the operations of the companies we have acquired and the pro forma financial
information included in this prospectus is based in part on the separate pre-acquisition financial
reports of the companies we have acquired. Consequently, our historical results of operations and pro
forma financial information may not give you an accurate indication of our future results of operation

Or prospects.

Because we are in an early stage of development, we are subject to numerous risks, particularly as a
result of the new and rapidly evolving markets in which we operate. These risks include the need to
successfully implement our business model and strategy and, as necessary, to revise our model and
strategy as industry conditions and competition change. In particular, CFN's business model is new and
untested, which creates additional risk as to the successful adoption of this model as well as CFN's
ability to implement it. To address these risks, we must, among other things, continue to develop the
strength and quality of our operations, successfully complete new acquisitions, integrate our historical
and future acquisitions, maximize the value delivered to clients, respond to industry and competitive
developments and to attract, retain and motivate qualified employees. We cannot be sure that we will
be successful in meeting these challenges and addressing these risks. If we are unable to do so, our

business, results of operations and financial condition would be materially and adversely affected.

We Have an Accumulated Deficit and Anticipate Future Losses We have incurred substantial losses
since our inception and we anticipate continuing to incur substantial losses for the foreseeable future.
As of December 31, 1998, we had an accumulated deficit of approximately $73 million. Although we
have experienced revenue growth, this growth may not be sustainable or indicative of future results of
operations. Our revenue composition has changed substantially from inception, and we expect further
change as our business develops. Historically, a substantial majority of our revenue was derived from
traditional web site development and implementation of our Solution Sets(TM) (templated
applications which can be customized). To succeed, we must leverage our existing relationships to
substantially increase our revenue derived from more comprehensive strategic Internet services. CFN
has expended and will continue to expend significant resources to build electronic data interchange
interfaces with its participating institutions, to grow its infrastructure, to add additional participating
companies and employees and to establish access to the CFN platform for participating companies'
employees. These development expenses must be incurred well in advance of the recognition of
revenue. CFN recognizes revenue upon completion of an end-user transaction through the CFN
operating network, which also will require the realization of expenses in advance of related revenue.
CFN's performance will depend in large part upon CFN's ability to estimate accurately these resource
requirements and the revenues generated by customers engaging in the transactions with service

providers on the CEN platform. To date, the volume of transactions on CFN has been limited and,



accordingly, the revenue recognized has been minimal. We intend to continue to invest heavily in
acquisitions, infrastructure, development and marketing. As a result, we may not be able to achieve or
sustain profitability. See "Management's Discussion and Analysis of Financial Condition and Results of

Operations.”

Potential Fluctuations in Quarterly Results Could Affect Our Common Stock Trading Price As a result
of our limited operating history, rapid growth and the emerging nature of the markets in which we
compete, we believe that quarter- to-quarter comparisons of results of operations for preceding
quarters are not necessarily meaningful. You should not rely on the results of any one quarter as an
indication of our future performance. Additionally, quarterly results of operations may fluctuate
significantly in the future as a result of a variety of factors, many of which are outside our control. In
particular, revenue in the fourth quarter of 1998 was favorably impacted by several large engagements.
The Company does not expect to experience a comparable increase in revenue growth during the first

quarter of 1999, and the Company may not experience comparable increases in the remainder of 1999.

If in some future quarter, whether as a result of such a fluctuation or otherwise, our results of
operations fall below the expectations of securities analysts and investors, the trading price of our
Common Stock would likely be materially and adversely affected. Factors that may cause our quarterly

results to fluctuate include, among others:
. the amount and timing of expenditures by our clients for strategic Internet services;
. our success in finding and acquiring suitable acquisition candidates;

. our ability to attract, train and retain skilled management, strategic, technical and creative

professionals;

. the productivity of our employees;

. the amount and timing of expenditures related to the development of CFN;

. pricing changes in the industry;

. the introduction of new services, new technologies and new systems by us or our competitors;

. unanticipated technical, legal and regulatory difficulties with respect to use of the Internet; and .

economic conditions specific to Internet technology usage.
See "Management's Discussion and Analysis of Financial Condition and Results of Operations."

Failure to Properly Manage Growth Could Adversely Affect Our Business and Stockholders' Equity Our
business has grown significantly, and we anticipate future internal growth and growth through
acquisitions. For example, from January 1, 1997 to December 31, 1998 our staff increased from
approximately 90 to approximately 1,300 employees. We expect further growth in our operations in
the future. This growth has and will continue to increase the demands on our management, operating
systems and internal controls. Consequently, our existing management resources and operational,

financial, human and management information systems and controls may be inadequate to support our



future operations. We cannot be sure that we will be able to manage our growth successfully. As a result
of these concerns, we can also not be sure that we will continue to grow, or, if we do grow, that we will

be able to maintain our historical growth rate.

Our Reliance on Acquisitions Could Adversely Affect Our Business We anticipate that a material
portion of any future growth will be accomplished by acquiring existing businesses. Most of our growth
in personnel has been through acquisitions. The success of this plan depends upon, among other
things, our ability to integrate acquired personnel, operations, products and technologies into our
organization effectively, to retain and motivate key personnel of acquired businesses and to retain
customers of acquired firms. We cannot guarantee that we will be able to identify suitable acquisition
opportunities, obtain any necessary financing on acceptable terms to finance such acquisitions,
consummate such acquisitions or successfully integrate acquired personnel and operations. We have
typically acquired companies from their employee shareholders in return for a payment primarily in
shares of our Common Stock. These shares of Common Stock will become eligible for sale once certain
securities laws holding periods and any applicable contractual lock-ups have expired. Typically, we have
not used earn-outs or similar deferred payments in connection with our acquisitions. As a result, we
may have difficulty retaining employees who received significant amounts of Common Stock once they
are able to sell their shares of Common Stock following this offering. In addition, as a public company,
it may be more difficult to acquire additional companies or the cost of acquiring these companies may
increase relative to the cost of acquiring similar companies when we were a private company. Our
acquisitions involve certain other risks, including the assumption of additional liabilities, potentially
dilutive issuances of equity securities and diversion of management's attention from other business

concerns.

Our Fixed-Price Contracts Involve Financial Risk Most of our contracts are currently on a fixed-price
basis, rather than a time and materials basis. Further, the average size of our contracts is currently
increasing, which results in a corresponding increase in our exposure to the financial risks of fixed price
contracts. On larger contracts, we try to price these fixed-price contracts on a three-phase basis
(strategic review, design and implementation), with each phase priced separately, immediately prior to
its commencement. We assume greater financial risk on fixed-price contracts than on time and
materials engagements, especially those contracts that are not priced on a three-phase basis. We cannot
be sure that we will be able to price our larger contracts on a three-phase basis. Currently less than a
third of our revenues are from contracts priced on a three-phase basis. We have only a limited history
in estimating our costs for our engagements, particularly for larger projects. We have had to commit
unanticipated resources to complete certain projects, resulting in lower gross margins on certain
contracts. We may experience similar situations in the future. In addition, we typically assume the
fixed-price contracts of the companies we acquire. If we fail to estimate accurately the resources and
time required for an engagement, to manage client expectations effectively or to complete fixed-price
engagements within our budget, on time and to our clients' satisfaction, we would be exposed to cost
overruns, potentially leading to losses on these engagements. This failure could materially and
adversely affect our business, results of operations and financial condition. See "Management's

Discussion and Analysis of Financial Condition and Results of Operations."



Failure to Attract, Train and Retain Employees Could Increase Costs or Limit Growth Our future
success will depend in large part upon our ability to attract, train and retain additional highly skilled
executive-level management and creative, technical, consulting, and sales personnel. Competition for
such personnel is intense, and we cannot be sure that we will be successful in attracting, training and
retaining such personnel. Historically we have experienced significant employee turnover. Most of our
employees have joined us recently, either through acquisitions or otherwise, and to realize our business
objectives, we must add a significant number of new employees. A substantial amount of training is
required to integrate these employees into our business. In addition, most of our employees are not
subject to noncompetition agreements, and any such agreements in any event may be difficult to
enforce. As a result, our employees may leave us and work for our competitors or start their own
companies in competition with us. Our ability to contain payroll expenses and to control employee
turnover will have a significant impact on our profitability. If we fail to attract, train and retain key
personnel, our business, results of operations and financial condition will be materially and adversely

affected.

We Operate in a Developing Market for Strategic Internet Services The market for strategic Internet
services is relatively new and is evolving rapidly. Our future growth is dependent upon our ability to
provide strategic Internet services that are accepted by our existing and future clients as an integral
part of their business model. Demand and market acceptance for recently introduced services are
subject to a high level of uncertainty. The level of demand and acceptance of strategic Internet services
is dependent upon a number of factors, including the growth in consumer access to and acceptance of
new interactive technologies (such as the World Wide Web), companies adopting Internet-based
business models, the development of technologies that facilitate two-way communication between
companies and targeted audiences, and the acceptance of strategic Internet services. Significant issues
concerning the commercial use of these technologies (including security, reliability, cost, ease of use
and quality of service) remain unresolved and may inhibit the growth of Internet business solutions

that utilize these technologies.

Industry analysts and others have made many predictions concerning the growth of the Internet as a
business medium. Many of these historical predictions have overstated the growth of the Internet.
These predictions should not be relied upon. Consequently, the market for our services may not
develop, our services may not be adopted and individual personal computer users in business or at
home may not use the Internet or other interactive media for commerce and communication. If the
market for strategic Internet services fails to develop, or develops more slowly than expected, or if our
services do not achieve market acceptance, our business, results of operations and financial condition

will be materially and adversely affected.

We Generally Do Not Have Long-Term Contracts and Need to Establish Relationships with New
Clients Our clients generally retain us on a project by project basis, rather than under long-term
contracts. As a result, a client may or may not engage us for further services once a project is completed.
In addition, in order to become profitable, we need to establish and develop relationships with

additional Fortune 1000 companies and other corporate users of information technology. The absence



of long-term contracts and the need for new clients create an uncertain revenue stream. To the extent
that we are unable to add new major clients or to secure new engagements with existing clients, our

business, results of operations and financial condition will be materially and adversely affected.

In addition, our existing clients may unilaterally reduce the scope of, or terminate, existing projects.
The termination of our business relationship or a material reduction in the use of our services by any
of our significant existing clients or our failure to obtain significant new clients would materially and

adversely affect our business, results of operations and financial condition.

CFN's Business is Subject to Many Risks CFN must demonstrate the viability of its business model,
expand its customer base and solidify its provider network to become profitable. We cannot be sure
that CFN will be able to expand its customer base by increasing the number of companies and
organizations whose employees are given access to the CFN platform or that such employees will adopt
and use the CFN platform to purchase offered services. Many of the providers of services on the CFN
platform are doing so on a trial basis, and none of the providers have long- term contracts with CFN.
Most of CFN's contracts terminate on or before December 31, 1999 or December 31, 2000. We cannot
be sure that these contracts will be renewed or extended or, if renewed or extended, what the terms
would be. We cannot guarantee that providers of services will continue to view participation on the
CFN platform as an attractive opportunity that does not detract from the providers' other distribution

channels or lines of business.

CFN has expended and will continue to expend significant resources to build electronic data
interchange interfaces with its participating institutions, to grow its infrastructure, to add participating
companies and employees, and to establish access to the CFN platform for participating companies'
employees. These development expenses must be incurred well in advance of the recognition of
revenue. CFN recognizes revenue upon completion of an end-user transaction through the CFN
operating network, which also will require the realization of expenses in advance of related revenue.
CFN's performance will depend in large part upon CFN's ability to estimate accurately these resource
requirements and the revenues generated by customers engaging in the transactions with service
providers on the CEN platform. Expenses and investments must be incurred well in advance of the

potential transactions intended to generate revenue to justify this cost structure.

The success of CFN will depend, among other things, on the willingness of consumers to alter their
traditional means of acquiring the products offered through CFN's platform and instead to acquire
these products through the CFN network. We do not know if these customers will find the price or
other aspects of the CFN services more attractive than other alternatives available. CFN has no control
over the prices quoted by the services providers over the CFN platform. To date, the volume of
transactions on CFN has been limited and, accordingly, the revenue recognized has been minimal. The
amount of completed transactions on the CFN platform will depend heavily on, among other things,
the attractiveness of the pricing of products and services accessible through the CFN platform. CFN

has not yet serviced the volume of service providers and customers that it must successfully integrate



into the CFN platform in order to become a profitable business. The failure of CFN to address
successfully or remove these risks could adversely affect our business, results of operations and

financial condition. See "Business--Consumer Financial Network."

Our Business is Subject to General Economic Conditions Our revenues and results of operations will be
subject to fluctuations based upon the general economic conditions in the United States and, to a lesser
extent, abroad. If there is a general economic downturn or a recession in the United States, we expect
that business enterprises, including our customers and potential customers, would substantially and
immediately reduce their budgets or delay implementation of Internet-based business solutions. A
deterioration in existing economic conditions could therefore materially and adversely affect our

business, results of operations and financial condition.

Our Business is Subject to Continuous Technological Change The market for strategic Internet services
is characterized by rapid ongoing technological change, changes in user and client requirements and
preferences, frequent new service and product introductions embodying new processes and
technologies, and evolving industry standards and practices that could render our existing service
practices and methodologies obsolete. The market for the financial services provided through the CFN
platform is also characterized by rapid ongoing technological change, changes in participating
company, employee and service provider requirements and preferences, new service and product
introductions, and evolving industry standards that could render CFN's existing service practices and
methodologies obsolete. Our success will depend, in large part, on our ability to improve our existing
services, develop new services and solutions that address the increasingly sophisticated and varied
needs of our current and prospective clients, and respond to technological advances, emerging industry
standards and practices, and competitive service offerings. We may not be successful in responding
quickly, cost-effectively and sufficiently to these developments. If we are unable, for technical, financial
or other reasons, to adapt in a timely manner in response to changing market conditions or these
requirements, our business, results of operations and financial condition would be materially adversely

affected.

Loss of Key Management Personnel Could Adversely Affect Our Business Our success depends largely
on the skills of certain key management and technical personnel, as well as key management and
technical personnel of companies acquired by us. The loss of one or more of our key management and
technical personnel may materially and adversely affect our business, results of operations and
financial condition. In addition, several of our executive officers have recently joined the Company. We
do not maintain key man insurance for any of our employees other than our Chief Executive Officer.
We cannot guarantee that we will be able to replace any of such persons in the event their services

become unavailable. See "Management."

We Operate in a Highly Competitive Market with Low Barriers to Entry While the market for strategic
Internet services is relatively new, it is already highly competitive and characterized by an increasing
number of entrants that have introduced or developed products and services similar to those offered by
us. We believe that competition will intensify and increase in the future. Our target market is rapidly

evolving and is subject to continuous technological change. As a result, our competitors may be better



positioned to address these developments or may react more favorably to these changes, which could
have a material adverse effect on our business, results of operations and financial condition. We
compete on the basis of a number of factors, including the attractiveness of the strategic Internet
services offered, the breadth and quality of these services, creative design and systems engineering
expertise, pricing, technological innovation, and understanding clients' strategies and needs. Many of
these factors are beyond our control. Existing or future competitors may develop or offer strategic
Internet services that provide significant technological, creative, performance, price or other

advantages over the services offered by us.

Our competitors can be divided into several groups: Internet strategy services providers; large
information technology consulting services providers; computer hardware and service vendors;
strategic consulting firms; and interactive advertising agencies. We also may compete with
telecommunications companies. Although most of these types of competitors to date have not offered a
full range of Internet professional services, many are currently offering or have announced their
intention to do so. These competitors at any time could elect to focus additional resources in our target
markets, which could adversely affect our business, results of operations and financial condition. Many
of our current and potential competitors have longer operating histories, larger customer bases, longer
relationships with clients and significantly greater financial, technical, marketing and public relations
resources than we do. Competitors that have established relationships with large companies but have
limited expertise in providing Internet solutions may nonetheless be able to successfully use their
client relationships to enter our target market or prevent our penetration into their client accounts. We
believe that our primary competitors currently are International Business Machines Corporation,

USWeb Corporation, Sapient Corporation and smaller Internet services providers.

Additionally, in pursuing acquisition opportunities we may compete with other companies with similar
growth strategies, certain of which may be larger and have greater financial and other resources than
we have. Competition for these acquisition targets likely could also result in increased prices of

acquisition targets and a diminished pool of companies available for acquisition.

There are relatively low barriers to entry into our business. We have no patented or other proprietary
technology that would preclude or inhibit competitors from entering the Internet professional services
market. Therefore, we must rely on the skill of our personnel and the quality of our client service. The
costs to develop and provide Internet services are low. Therefore, we expect that we will continually
face additional competition from new entrants into the market in the future, and we are subject to the
risk that our employees may leave us and may start competing businesses. The emergence of these
enterprises could have a material adverse effect on our business, results of operations and financial

condition.

The success of CFN will be highly dependent upon CFN's services becoming available to a large
number of participating employees. We expect CFN to face competition from an increasing number of
sources in the marketplace. CFN competes with other Internet-based providers of financial and other
services, as well as traditional providers of these services. Traditional insurance companies compete

with us by providing group rates to corporate employees. CFN believes that its primary and more



direct competitors currently are HomeCom Communications, Inc., ValueSearch, Inc. and Answer
Financial Inc. CFN also faces competition from Microsoft Corporation, which currently provides
comparative quotes for home mortgages on the Internet. If CFN fails to compete successfully against
current or future competitors, our business, results of operations and financial condition will be

materially and adversely affected. See "Business--Competition."

We Have Significant Future Capital Needs Which Are Subject to the Uncertainty of Additional
Financing We believe that our available cash resources and credit facilities, combined with the net
proceeds from this offering, will be sufficient to meet our presently anticipated working capital and
capital expenditure requirements for at least the next 12 months. However, we may need to raise
significant additional funds sooner in order to support our growth, develop new or enhanced services
and products, respond to competitive pressures, acquire complementary businesses or technologies or
take advantage of unanticipated opportunities. In particular, we are required to invest up to an
additional $8.7 million in CFN if CFN does not raise these funds through alternate means before
November 3, 1999. Our future liquidity and capital requirements will depend upon numerous factors,
including the success of our existing and new service offerings and competing technological and
market developments. We may be required to raise additional funds through public or private
financing, strategic relationships or other arrangements. We cannot be sure that such additional
funding, if needed, will be available on acceptable terms or at all. Furthermore, any additional debt
financing, if available, may involve restrictive covenants, which may limit our operating flexibility with
respect to certain business matters. If additional funds are raised through the issuance of equity
securities, the percentage ownership of our existing stockholders will be reduced, our stockholders may
experience additional dilution in net book value per share, and such equity securities may have rights,
preferences or privileges senior to those of our existing stockholders. If adequate funds are not
available on acceptable terms, we may be unable to develop or enhance our services and products, take
advantage of future opportunities, complete our acquisition program or respond to competitive
pressures, any of which would have a material adverse effect on our business, results of operations and

financial condition.

We May Have to Issue Common Stock to Preferred Stockholders of CFN In certain circumstances,
preferred stockholders of CFN may exercise their right to exchange their CFN preferred stock for a
currently undeterminable number of shares of Common Stock. The exchange ratio is based upon the
market value of Common Stock and the appraised value of the CFN common stock into which the
CFN preferred stock is convertible (or, in certain circumstances, the liquidation value of the CFN
preferred stock). Such contingent rights arise upon certain events effecting a change of control of CFN
or upon certain circumstances after November 3, 2001. If such rights are exercised, our stockholders
may incur substantial dilution. See "Description of Capital Stock--CFN's Series A Convertible Preferred

Stock" and "Dilution.”

We Could Face Potential Liability to Clients Many of our consulting engagements involve the
development, implementation and maintenance of Internet and other software applications that are
critical to the operations of our clients' businesses. Any defects or errors in these applications could

result in delayed or lost revenues, adverse customer reaction and negative publicity regarding us and



our services, or could require expensive corrections, any of which could materially and adversely affect
our business, results of operations and financial condition. Our failure or inability to meet a client's
expectations could injure our business reputation or result in a claim for substantial damages against
us, regardless of our responsibility for such failure. Our standard contracts limit our damages arising
from negligent acts, errors, mistakes or omissions in rendering strategic Internet services. However, we
cannot be sure that these contractual provisions will protect us from liability for damages.
Furthermore, our general liability insurance coverage may not continue to be available on reasonable
terms or in sufficient amounts to cover one or more large claims, or the insurer may disclaim coverage
as to any future claim. The successful assertion of one or more large claims against us that are
uninsured, exceed available insurance coverage or result in changes to our insurance policies, including
premium increases or the imposition of a large deductible or co- insurance requirements, could

materially and adversely affect our business, results of operations and financial condition.

iXL Ventures are Subject to Many Uncertainties We have occasionally invested in, and may continue to
invest on an opportunistic basis in, businesses engaged in the "new media and e-commerce" segment of
the technology industry. Our investments in these types of businesses have typically consisted of the
provision of capital and the devotion of our time and resources in developing these new businesses.
The extent to which this industry will continue to grow is uncertain. Furthermore, the businesses in
which we invest are generally unproven and involve substantial risk and may never be profitable. Even
if they are successful, these businesses may sustain losses for extended periods of time. These
businesses also may require additional financing, and we may not be willing or able to secure the
necessary financing. However, we are under no obligation to provide any such financing. See "Business-

-iXL, Ventures."

Our International Operations and Expansion Involve Financial and Operational Risk We have
established three subsidiaries in Europe, and we intend to expand our operations further into
international markets. Revenue from our international operations was minimal in 1998. We have only
minimal experience in managing international offices and only limited experience in marketing
services to international clients. We expect to incur significant costs in expanding our international
presence. Revenues from our international offices may prove inadequate to cover the expenses of
establishing and maintaining our international offices and marketing to international clients. We
cannot be sure of the extent to which the use of the Internet or the demand for strategic Internet

services will develop in international markets.

In addition to the uncertainty as to our ability to generate revenues from foreign operations and
expand our international presence, there are certain risks inherent in doing business on an
international level, such as unexpected changes in regulatory requirements, export and import
restrictions, tariffs and other trade barriers, difficulties in staffing and managing foreign operations,
longer payment cycles, problems in collecting accounts receivable, political instability, fluctuations in
currency exchange rates, software piracy, seasonal reductions in business activity and potentially
adverse tax consequences, any of which could materially and adversely affect our international
operations and, consequently, our business, results of operations and financial condition. See

"Management's Discussion and Analysis of Financial Condition and Results of Operations."



Year 2000 Compliance Issues May Adversely Affect Our Business Many currently installed computer
systems and software products are coded to accept only two-digit entries to identify a year in the date
code field. Consequently, on January 1, 2000, many of these systems could fail or malfunction because
they may not be able to distinguish between 20th century dates and 21st century dates. Accordingly, in
the coming year, many companies, including our customers, potential customers, vendors and strategic
partners, may need to upgrade their systems to comply with applicable "Year 2000" requirements.

Because we and our clients are dependent, to a very substantial degree, upon the proper functioning of
our and their computer systems, a failure of our or their systems to correctly recognize dates beyond
December 31, 1999 could materially disrupt our operations, which could materially and adversely
affect our business, results of operations and financial condition. Additionally, our failure to provide
Year 2000 compliant products and services to our clients could result in financial loss, reputational
harm and legal liability. Likewise, the failure of the computer systems and products of the third parties
with which we transact business to be Year 2000 compliant could materially disrupt their and our
operations, which could materially and adversely affect our business, results of operations and financial
condition. For a discussion of our Year 2000 readiness program, see "Management's Discussion and

Analysis of Financial Condition and Results of Operations--Year 2000 Risks."

Government Regulation and Legal Uncertainties Related to CFN Could Adversely Affect Our Business
The business of CFN is subject to extensive regulation under the financial services and insurance laws
of the United States and the states in which it offers services. The failure to comply with regulatory
requirements can lead to revocation, suspension or loss of licensing status, termination of contracts
and legal and administrative enforcement actions. Licensing laws and regulations often differ
materially between states and within individual states. Such laws and regulations are subject to
amendment and reinterpretation by the agencies charged with their enforcement. Many aspects of
CFN's operations, however, have not been subject to federal or state regulatory interpretation. The use
of the Internet in the marketing and distribution of these products is relatively new and presents
issues, such as limitations on the scope of an insurance regulator's jurisdiction and whether Internet
service providers, gateways, portals or cybermalls are (a) engaging in the solicitation or sale of
insurance policies or other financial products, (b) receiving commissions based on the sale of regulated
products or (c) otherwise transacting business requiring licensure under the laws of one or more states.
Accordingly, the insurance and financial services laws and regulations and interpretations thereof are
subject to uncertainty and change. We cannot be sure that a review of CFN's operations will not result
in a determination that could materially and adversely affect CFN and, consequently, our business,
results of operations and financial condition. Moreover, regulatory requirements are subject to change
from time to time and may in the future become more restrictive, thereby making compliance more
difficult or expensive or otherwise affecting or restricting CFN's ability to conduct its business as now

conducted or proposed to be conducted. See "Business--Consumer Financial Network."

Intellectual Property Risks Could Adversely Affect Our Business We have a variety of copyrights,
trademarks, trade secrets (including our methodologies, practices and tools) and other intellectual
property rights. We have also filed patent applications for the CFN platform and for Siteman, but we

cannot be sure that these applications will be granted or that any future patents will not be challenged,



invalidated or circumvented. We also cannot be sure that the rights granted under any patents or our
other intellectual property will provide us with a competitive advantage. To protect our rights in our
various intellectual properties, we rely on a combination of trademark and copyright law, trade secret
protection and confidentiality agreements and other contractual arrangements with certain of our
employees, affiliates, clients, strategic partners, acquisition targets and others to protect our proprietary
rights. We cannot guarantee that the protective steps we have taken will be adequate to deter
misappropriation of proprietary information or that we will be able to detect unauthorized use and
take appropriate steps to enforce our intellectual property rights. We have also registered several of our
trademarks in the United States and internationally. Effective trademark, copyright and trade secret
protection may not be available in every country in which we offer or intend to offer our services. We
cannot be sure that the steps taken by us to protect our proprietary rights will be adequate or that third
parties will not infringe or misappropriate our copyrights, trademarks and similar proprietary rights, or
that we will be able to detect unauthorized use and take appropriate steps to enforce our rights. In
addition, although we believe that our proprietary rights do not infringe on the intellectual property
rights of others, we cannot be sure that other parties will not assert infringement claims against us or
claim that we have violated such intellectual property rights. Such claims, even if not meritorious, could

result in the expenditure of significant financial and managerial resources.

We Have Concentration of Stock Ownership Upon completion of this offering, Kelso Investment
Associates V, L.P. and Kelso Equity Partners V, L.P. (collectively, "Kelso") and CB Capital Investors, L.P.
("CB") will beneficially own approximately % and %, respectively, of the outstanding Common Stock (
% and %, respectively, of the outstanding Common Stock if the Underwriters' over-allotment option is
exercised in full). These stockholders have entered into an agreement providing that so long as they
own more than 5% of our Common Stock, designees of Kelso and CB will be included on our slate of
directors submitted for stockholder election. As a result of their ownership of Common Stock and this
nomination agreement, these stockholders will have significant influence over the election of directors
of the Company. Furthermore, given the size of their individual holdings, these stockholders may be
able to exercise significant influence over other matters requiring stockholder approval, including the
approval of significant corporate transactions. For example, such concentration of ownership may have
the effect of delaying or preventing a change in control of the Company. See "Management-- Amended
Stockholders Agreement," "Principal Stockholders," "Certain Transactions" and "Description of Capital
Stock--Certain Antitakeover Effects of Provisions of the Certificate of Incorporation, Bylaws and

Delaware Law."

External Factors Could Affect Our Common Stock Trading Price Prior to this offering, you could not
buy or sell our Common Stock publicly. An active public market for our Common Stock may not
develop or be sustained after the offering. If such a market does not develop or is not sustained, it may
be difficult for you to sell your shares of Common Stock at a price that is attractive to you. We will
negotiate and determine the initial public offering price with the representatives of the Underwriters
based on several factors. This price may vary from the trading price of our Common Stock after the

offering. See "Underwriting."



Variations in the trading price of our Common Stock may result from a number of factors, some of

which are beyond our control, including:
. general economic and stock market conditions;
. changes in financial estimates by securities analysts;

. earnings and other announcements by, and changes in market valuations of, strategic Internet service

providers, information technology consulting services providers and Internet companies;

. announcements of technological innovations or new services or products by our competitors; and .

trading of our Common Stock.

In addition, the stock market has experienced significant price and volume fluctuations that have
particularly affected the trading prices of equity securities of many technology companies. These price
and volume fluctuations often have been unrelated to the operating performance of the affected
companies. In the past, following periods of volatility in the market price of a company's securities,
securities class action litigation has often been instituted against such a company. This type of
litigation, regardless of the outcome, could result in substantial costs and a diversion of management's
attention and resources, which could materially and adversely affect our business, results of operations
and financial condition. Also, in connection with our acquisition strategy and financing activities, we
have issued many shares of our Common Stock to a large number of people and entities under
exemptions from the relevant securities laws. If the trading price of our Common Stock significantly
decreases, one or more of these investors may file a claim against us for a refund of their investment or
for other damages. Although we do not believe that any of these claims would succeed, the cost to us of
one or more successful claims could materially and adversely affect our business, results of operations
and financial condition. For a discussion of certain reasons why the trading price of our stock may
decrease as a result of fluctuations in our quarterly results of operations, see "--Potential Fluctuations in
Quarterly Results Could Affect our Common Stock Trading Price."

Provisions of Our Certificate of Incorporation, Bylaws, and Delaware Law Could Deter Takeover
Attempts Our Board of Directors may issue up to 5 million shares of Preferred Stock and may
determine the price, rights, preferences, privileges, and restrictions, including voting and conversion
rights, of these shares of Preferred Stock. These determinations may be made without any further vote
or action by our stockholders. The issuance of Preferred Stock may make it more difficult for a third
party to acquire control of us. In addition, the rights of the holders of Common Stock will be subject to,
and may be adversely affected by, the rights of the holders of any Preferred Stock that may be issued in
the future. Further, certain provisions of Delaware law, our Certificate of Incorporation and our Bylaws
could delay or impede a merger, tender offer or proxy contest involving the Company. In particular,
Section 203 of the Delaware General Corporation Law could prohibit us from engaging in a business
transaction with certain interested stockholders for a period of three years and our Certificate of
Incorporation and Bylaws require advance notice for stockholder proposals and director nominations
to be considered at a meeting of stockholders. See "Description of Capital Stock--Blank Check
Preferred Stock" and "--Certain Antitakeover Effects of Provisions of the Certificate of Incorporation,

Bylaws and Delaware Law."



Availability of Significant Amounts of Common Stock for Sale Could Adversely Affect Its Market Price
Sales of a substantial number of shares of Common Stock in the public market following this offering
could adversely affect the market price for the Common Stock. Upon completion of the offering, we
will have outstanding an aggregate of shares of Common Stock, assuming no exercise of the
Underwriters' over-allotment option and no exercise of outstanding options. Of these shares, all of the
shares sold in this offering will be freely tradeable, unless such shares are purchased by our affiliates, as
that term is defined in Rule 144 under the Securities Act of 1933, as amended (the "Securities Act").
The remaining shares of Common Stock held by stockholders are "restricted securities" as that term is
defined in Rule 144 under the Securities Act. Restricted securities may be sold in the public market
only if registered or if they qualify for an exemption from registration under Rules 144 or 701
promulgated under the Securities Act. As a result of contractual restrictions, the 180 day lock-up
described below and the provisions of Rules 144 and 701, additional shares will be available for sale in
the public market as follows: (a) no restricted securities will be eligible for immediate sale on the date of
this prospectus; (b) restricted securities issuable pursuant to stock options will be eligible for sale 90
days after the date of this prospectus; (c) restricted securities (plus shares of Common Stock issuable
pursuant to stock options) will be eligible for sale upon expiration of the lock-up agreements described
below 180 days after the date of this prospectus; and (d) the remainder of the restricted securities will
be eligible for sale from time to time thereafter upon expiration of their respective one-year holding

periods.

Stockholders holding substantially all of the Common Stock outstanding prior to the offering and the
currently exercisable options to purchase Common Stock and all of our executive officers and directors
have executed lock-up agreements that limit their ability to sell Common Stock. These stockholders
have agreed not to sell or otherwise dispose of any shares of Common Stock for a period of at least 180
days after the date of this prospectus without the prior written approval of Merrill Lynch. Merrill
Lynch may, in its sole discretion and at any time without notice, release all or any portion of the
securities subject to lock-up agreements. Stockholders holding a majority of the Common Stock
outstanding prior to this offering have the right to demand the registration of their shares for sale to
the public market at any time after the expiration of the 180 day lock-up described above. In addition,
substantially all of the holders of shares of Common Stock and warrants to purchase shares of
Common Stock are entitled to certain rights to participate with respect to registration of such shares
for sale in the public market. There could also be shares of Common Stock issuable upon the exercise of
certain contingent rights of preferred stockholders of CFN to exchange their CFN capital stock for a
currently undeterminable number of shares of our Common Stock. We may file a Registration
Statement on Form S-8 after 180 days of the date of this prospectus to register shares of Common
Stock reserved for issuance under our stock option plans, thus permitting the resale of shares of
Common Stock received upon exercise of stock options by non-affiliates in the public market without
restriction. Finally, we intend to register 4,000,000 shares of Common Stock pursuant to a "shelf™"
Registration Statement on Form S-4 for use in future acquisitions. After issuance, such shares could be
sold in the public markets, subject to the 180 day lock-up described above. See "Description of Capital
Stock" and "Shares Eligible for Future Sale."



We Will Have Significant Unallocated Net Proceeds Approximately $10 million of the net proceeds of
this offering will be used to repay certain outstanding debt. We have not designated any specific uses
for the remaining net proceeds of this offering. Therefore, we will have broad discretion in how we use
our net proceeds, which may include general corporate purposes, such as working capital requirements
and acquisitions. The failure of management to apply these proceeds effectively could materially and
adversely affect our business, results of operations and financial condition.

Investors Will Incur Immediate Dilution and May Experience Further Dilution The initial offering
price is substantially higher than the net tangible book value per share of the outstanding Common
Stock immediately after the offering. If you purchase Common Stock in the offering, you will incur
immediate and substantial dilution in the net tangible book value per share of Common Stock from the
price you pay per share for Common Stock. We also have outstanding a large number of stock options
and warrants to purchase Common Stock with exercise prices significantly below the estimated initial
public offering price of the Common Stock. To the extent such options or warrants are exercised, there
will be further dilution. In addition, we expect to continue our program to acquire suitable businesses
through at least the foreseeable future, and we intend to file a "shelf" Registration Statement to register
4,000,000 shares of our Common Stock which will be used as acquisition consideration. We intend to
grant substantial stock options to our employees. There could also be shares of Common Stock issuable
upon the exercise of certain contingent rights of preferred stockholders of CFN to exchange their CFN

capital stock for a currently undeterminable number of shares of our Common Stock. See "Dilution."

Use of Proceeds

The net proceeds to the Company from the sale of shares of Common Stock in this offering are
estimated to be § million ($ million if the Underwriters exercise their over-allotment option in full),
based upon an assumed offering price of § per share and after deducting underwriting discounts and
commissions and estimated offering expenses of § payable by the Company. The principal purposes of
this offering are to obtain additional capital and to create a public market for the Company's Common
Stock which will facilitate future access by the Company to the public equity markets. The Company
expects to use approximately $10 million of such net proceeds to repay indebtedness outstanding as a
term loan under the Company's credit facility (the "Term Debt Repayment"). The maturity date for this
indebtedness is June 30, 2001, and the interest rate on the outstanding amount is currently 9.75%. The
Company will have significant discretion in the use of the remaining net proceeds of this offering for

general corporate purposes.

The Company regularly evaluates potential domestic and international acquisition candidates, and is
currently holding preliminary discussions with a number of such candidates. If; after due diligence
review and negotiation, such companies can be acquired on a basis considered fair to the Company and
its stockholders, the Company may proceed with such acquisitions. None of these potential
acquisitions is currently considered to be pending or probable. The Company intends to file a "shelf™
Registration Statement on Form S-4 to register 4,000,000 shares of its Common Stock for use in future

acquisitions. The Company expects most of its future joint ventures or acquisitions to involve the



issuance of additional shares of the Company's Common Stock. To the extent the Company chooses to
use cash as consideration for future acquisitions, the Company may use the proceeds from this offering

or it may obtain additional financing.

Pending use of the net proceeds for the above purposes, the Company intends to invest such funds in
short-term, interest-bearing, investment-grade obligations. See "Risk Factors--We Will Have Significant
Unallocated Net Proceeds."

Dividend Policy

The Company has never declared or paid any cash dividends on the Common Stock. The Company
does not expect to pay any cash dividends in the foreseeable future. Under the terms of its credit
agreement, the Company is restricted from paying dividends to its stockholders. Upon the closing of
this offering, shares of Common Stock will be exchanged for all outstanding shares of Class D
Nonvoting Preferred Stock (the "Class D Preferred Stock Exchange"), which has previously accrued

dividends at a rate of 12% per annum.

Capitalization

The following table sets forth the cash and cash equivalents, current portion of long-term debt and
capitalization of the Company (a) as of December 31, 1998; (b) pro forma to reflect (1) the Equity
Financing, and (2) the Revolving Debt Repayment; and (c) pro forma as adjusted to reflect (1) the
automatic conversion of Class A, Class B and Class C Convertible Preferred Stock and Class A and
Class B Common Stock into Common Stock upon the closing of this offering, (2) the exercise of
warrants which are mandatorily exercisable upon the closing of this offering into shares of Common
Stock (assuming a cashless exercise), (3) the Class D Preferred Stock Exchange and (4) the sale of the
shares of Common Stock offered hereby and the application of the estimated net proceeds therefrom.
This table should be read in conjunction with "Selected Consolidated Financial Data," "Pro Forma
Consolidated Financial Information" and the Company's Consolidated Financial Statements and Notes

thereto included elsewhere in this prospectus.

December 31, 1998 Pro Forma Actual Pro Forma as Adjusted (in thousands except share and per share
data)

Cash and cash equivalents... $ 19,259 $ 31,984 $
Current portion of long-term

debt.....oooiiiiiiiii.. $ 868 $ 868 $
Long-term debt.............. $ 20,552 $ 10,552 $

Mandatorily redeemable
preferred stock:
Class D Nonvoting

Preferred Stock(1)(2)..... 24,473 24,473
Class B Convertible

Preferred Stock(3)(4)..... 37,683 37,683
Class C Convertible

Preferred Stock(5) ....... 3,523 3,523

Series A Convertible



Preferred Stock of

CEN(6) et e i e i i 9,839 9,839
Stockholders' equity:

Class A Convertible

Preferred Stock(7)........ 2 2
Class A Common

Stock(8)(9).vveiennnnn.. -- --
Common

Stock(4)(9)(10)(11)(12)... 163 163
Additional paid-in

capital(2)....vviinennn.. 94,420 117,145
Accumulated deficit........ (73,106) (73,106)
Treasury stock............. (888) (888)
Note receivable from

stockholder............... (900) (900)
Unearned compensation...... (1,867) (1,867)

Total stockholders'

equUity...oiiiii it 17,824 40,549
Total capitalization..... $ 113,894 $ 126,619 $

(1) $.01 par value, 50,000 shares (at December 31, 1998, and Pro Forma) and O shares (Pro Forma as
Adjusted) authorized, respectively; 35,700 shares (at December 31, 1998 and Pro Forma) and O shares
(Pro Forma as Adjusted) issued and outstanding, respectively. (2) Consideration received upon issuance
of Class D Nonvoting Preferred Stock was allocated to the 35,700 outstanding shares of Class D
Nonvoting Preferred Stock issued to date ($22,465) and the minimum number of shares of Common
Stock issuable upon the redemption of Class D Nonvoting Preferred Stock ($13,235) based on their
relative fair values at the time of issuance. (3) $.01 par value, 100,000 shares (at December 31, 1998
and Pro Forma) and O shares (Pro Forma as Adjusted) authorized, respectively; 98,767 shares (at
December 31, 1998 and Pro Forma) and O shares (Pro Forma as Adjusted) issued and outstanding,
respectively. (4) Excludes 12,460 shares of Class B Convertible Preferred Stock subject to outstanding
warrants at an exercise price of $458.00 per share, which will convert into warrants to purchase
1,246,000 shares of Common Stock at an exercise price of $4.58 per share upon the closing of this
offering. (5) $.01 par value, 15,000 shares (at December 31, 1998 and Pro Forma) and O shares (Pro
Forma as Adjusted) authorized, respectively; 9,232 (at December 31, 1998 and Pro Forma) and O shares

(Pro Forma as Adjusted) issued and outstanding, respectively.

(footnotes continued on following page) (6) $.01 par value, 24,900,000 shares (at December 31, 1998,
Pro Forma and Pro Forma as Adjusted) authorized, respectively; 13,333,334 shares (at December 31,
1998, Pro Forma and Pro Forma as Adjusted) issued and outstanding, respectively. (7) $.01 par value,
250,000 shares (at December 31, 1998 and Pro Forma) and O shares (Pro Forma as Adjusted),
authorized, respectively; 177,291 (at December 31, 1998), 200,116 shares (Pro Forma), and O shares
(Pro Forma as Adjusted) issued and outstanding, respectively. (8) $.01 par value, 75,000,000 shares (at
December 31, 1998 and Pro Forma) and O shares (Pro Forma as Adjusted) authorized, respectively; O
shares (at December 31, 1998, Pro Forma, and Pro Forma as Adjusted) issued and outstanding,
respectively. (9) Excludes 500,000 shares of Class A Common Stock subject to outstanding warrants at
an exercise price of $10.00 per share, which will convert into warrants to purchase 500,000 shares of
Common Stock at an exercise price of $10.00 per share upon the closing of this offering. (10)
Previously designated as the "Class B Common Stock". $.01 par value, 200,000,000 (at December 31,
1998, Pro Forma and Pro Forma as Adjusted) authorized, respectively; 16,082,489 shares (at December



31, 1998 and Pro Forma), and shares (Pro Forma as Adjusted) issued and outstanding, respectively. (11)
Excludes (a) 500,000 shares of Common Stock subject to outstanding warrants at an exercise price of
$10.00 per share, which will convert into warrants to purchase 500,000 shares of Common Stock at an
exercise price of $10.00 per share upon the closing of this offering, (b) 240,006 shares of Common
Stock subject to outstanding warrants which are mandatorily exercisable upon the closing of this
offering and (c) 31,000,000 shares of Common Stock reserved for options granted or to be granted
under the Company's 1996 Stock Option Plan, 1998 Non-Employee Stock Option Plan and 1999
Employee Stock Option Plan (collectively, the "Stock Option Plans"). (12) Excludes a currently
undeterminable number of shares of Common Stock issuable upon the exercise of certain contingent
rights of preferred stockholders of CFN to exchange their CFN capital stock for shares of the
Company's Common Stock. See "Description of Capital Stock." Also excludes 4,000,000 shares of
Common Stock to be registered pursuant to a Registration Statement on Form S-4 for use in future
acquisitions. "Risk Factors--Investors Will Incur Immediate Dilution and May Experience Further

Dilution."

Dilution

The pro forma net tangible book value of the Company at December 31, 1998 was $, or § per share of
Common Stock. Pro forma net tangible book value per share represents the amount of total tangible
assets less total liabilities and mandatorily redeemable preferred stock divided by, the number of
shares of Common Stock treated as outstanding on a pro forma basis after giving effect to (a) the
Equity Financings, (b) the conversion of Class A, Class B and Class C Convertible Preferred Stock and
Class A and Class B Common Stock into Common Stock upon the closing of this offering, (c) the
assumed cashless exercise of warrants which are mandatorily exercisable upon the closing of this
offering into shares of Common Stock and (d) the Class D Preferred Stock Exchange. After giving effect
to the sale by the Company of shares of Common Stock offered hereby at an assumed public offering
price of $ per share (after deducting underwriting discounts and commissions and estimated offering
expenses), the Company's pro forma net tangible book value at December 31, 1998 would have been §,
or $§ per share. This represents an immediate increase in net pro forma tangible book value to existing
stockholders of § per share and an immediate dilution of $ per share to new investors. The following

table illustrates the per share dilution:

Assumed initial public offering price per share: ..........c........ $ Pro forma net tangible book value per
share as of December 31, T998(1)...cuuuviveereeererererereneenresreeseesresnesnens Increase per share attributable to
NEW INVESTOIS..cirurierennes Pro forma net tangible book value per share giving effect to this
Offering..cecveeerereeeceeeeccccccet e Dilution per share to new INVEStOTS......cccoeveueurreveveeevevenene $ The
following table summarizes, on a pro forma basis as of December 31, 1998, the differences between
existing stockholders and new investors with respect to the number of shares of Common Stock
purchased from the Company, the total consideration paid and the average price per share paid:
Shares Purchased Total Consideration Average

————————————————————————————————————————— Price
Number Percent Amount Percent Per Share



Existing Stockhold-

ers(l)..cveinnennnnnn. % $ % $
New investors...........
Total.ovveiiennnnnnnn, % $ % $

(1) Includes as of December 31, 1998, approximately 2,282,500 shares of Common Stock issued in
connection with (a) the Equity Financing, (b) the conversion of Class A, Class B, and Class C
Convertible Preferred Stock and Class A and Class B Common Stock into Common Stock upon the
closing of this offering, (c) the exercise of warrants which are mandatorily exercisable upon the closing
of this offering into shares of Common Stock (assuming a cashless exercise) and (d) the Class D

Preferred Stock Exchange.

The foregoing table excludes a currently undeterminable number of shares of Common Stock issuable
upon the exercise of certain contingent rights of minority stockholders of CFN to exchange their CFN
capital stock for shares of Common Stock and also excludes (a) 23,489,725 shares of Common Stock
subject to outstanding options at a weighted average exercise price of $7.67 per share, and 7,510,275
shares of Common Stock reserved for options to be granted under the Company's Stock Option Plans,
(b) 2,246,000 shares of Common Stock subject to outstanding warrants at a weighted average exercise
price of $6.99 per share and (c) 4,000,000 shares of Common Stock to be registered pursuant to a
Registration Statement on Form S-4 for use in future acquisitions. See "Description of Capital Stock"

and "Risk Factors--Investors Will Incur Immediate Dilution and May Experience Further Dilution."

Pro Forma Consolidated Financial Information

The Consolidated Financial Statements of the Company and the historical audited financial statements
of certain of the Acquired Companies are included elsewhere in this prospectus. The unaudited Pro
Forma Consolidated Financial Information presented herein should be read in conjunction with those

financial statements and related Notes.

The unaudited Pro Forma Consolidated Financial Information of the Company for the year ended and
as of December 31, 1998 include adjustments to give effect in the unaudited Pro Forma Condensed
Consolidated Statement of Operations for the acquisitions of the 1998 Acquired Companies as if they
had occurred on January 1, 1998; and in the unaudited Pro Forma Condensed Consolidated Balance
Sheet (a) pro forma as if the Equity Financing and the Revolving Debt Repayment occurred as of
December 31, 1998 and (b) pro forma as adjusted as if (1) the conversion of Class A, Class B and Class
C Convertible Preferred Stock and Class A and Class B Common Stock into Common Stock upon the
closing of this offering occurred as of December 31, 1998, (2) the exercise of warrants mandatorily
exercisable upon the closing of this offering into shares of Common Stock (assuming a cashless
exercise) occurred as of December 31, 1998, (3) the Class D Preferred Stock Exchange occurred as of
December 31, 1998 and (4) the sale of the shares of Common Stock offered hereby and the application

of the estimated net proceeds therefrom occurred as of December 31, 1998.

The acquisitions of the Acquired Companies have been accounted for using the purchase method and
accordingly, each purchase price has been allocated to the tangible and identifiable intangible assets

acquired and liabilities assumed on the basis of their fair values on the acquisition dates. The historical



carrying amounts of identified net tangible assets, including cash, accounts receivable, property and
equipment, and accounts payable, approximated their fair values. Identifiable intangible assets
aggregating $2.1 million and the purchase price in excess of identified tangible and intangible net
assets acquired in the amount of $65.4 million, allocated to goodwill are being amortized on an entity

by entity basis over their estimated useful lives, primarily two to three years.

The fair value of the Common Stock issued as consideration for the 1998 Acquired Companies was

determined based upon periodic independent appraisals of the Common Stock.

The Pro Forma Condensed Consolidated Statement of Operations are not necessarily indicative of the
results of operations that would have been achieved had the transactions been in effect as of the
beginning of the periods presented and should not be construed as being representative of future

results of operations.

Pro Forma Condensed Consolidated Statement Of Operations For The Year Ended December 31, 1998

1998
Historical Acquired Pro Forma Pro Forma
Company  Companies Adjustments(2) Pro Forma as Adjusted(5)
(in thousands except per share data)

Revenues................ $ 64,767 $ 22,393 $ -- $ 87,160 $ -
Cost of revenues........ 44,109 13,681 -- 57,790 --
Gross profit.......... 20,658 8,712 -- 29,370 --
Sales and marketing
EXPENSES . v v v tnernnnnn 16,397 1,122 -- 17,519 --
General and
administrative
EXPENSES. v v veeneennnnn 28,770 8,509 - 37,279 --
Research and development
EXPENSES . v vt v v teernnnnn 4,408 5 -- 4,413 --
Stock option and warrant
EXPENSES. v v veeneennnnn 2,454 1,845 - 4,299 --
Depreciation............ 5,217 678 -— 5,895 -
Amortization............ 16,354 - 13,463 (3) 29,817 -
Loss from operations.. (52,942) (3,447) (13,463) (69,852) --
Other expense, net...... (28) (110) -- (138) --
Loss on equity
investment............. (1,640) -- -- (1,640) --
Interest income......... 750 27 -- 777 --
Interest expense........ (770) (332) (646)(4) (1,748) --
Loss before income
taXesS. ciie i (54,630)  (3,862) (14,109) (72,601) --
Income tax expense...... - (8) -- (8) -
Net loss........couun.n (54,630) (3,870) (14,109) (72,609) -

Dividends and accretion
on mandatorily
redeemable preferred

stock. ..ot (9,099) -— - (9,099) --
Net loss available to
common stockholders.. $(63,729) $ (3,870) $(14,109) $(81,708) $ —-

Basic and diluted net
loss per common

share(1).......ccvuunn. $ (5.41) $ (5.08) $ --
Weighted average common
shares outstanding(1).. 11,777 16,088 --

Pro Forma Condensed Consolidated Balance Sheet As of December 31, 1998



Historical Pro Forma Pro Forma
Company  Adjustments(2) Pro Forma as Adjusted(5)
(in thousands)

Assets
Cash and cash
equivalents............ $ 19,259 $12,725 $ 31,984 $ --
Accounts receivable
(net).eeveninnnn... 17,737 -- 17,737 --
Unbilled revenues....... 8,089 - 8,089 -—
Prepaid expenses and
other assets........... 3,355 -- 3,355 --
Total current
assets............. 48,440 12,725 61,165 --
Property and equipment,
net.....oovveinnnnnnnn. 27,975 - 27,975 --
Intangible assets, net.. 56,481 - 56,481 -
Other non-current
assets. ..., 2,319 - 2,319 -—
Total assets........ $135,215 $12,725 $147,940 $ --

Liabilities And
Stockholders' Equity

Accounts payable........ $ 6,438 $ -- $ 6,438 $ --
Deferred revenues....... 6,072 -- 6,072 --
Accrued liabilities..... 7,943 - 7,943 -
Current portion of long-
term debt.............. 868 -- 868 --
Total current
liabilities........ 21,321 -- 21,321 --
Long-term debt.......... 20,552 (10,000) 10,552 -
Total liabilities... 41,873 (10,000) 31,873 -
Mandatorily redeemable
preferred stock........ 65,679 -— 65,679 -—

Mandatorily redeemable

preferred stock of

subsidiary............. 9,839 -- 9,839
Stockholders' equity

Class A Convertible

Preferred Stock...... 2 -- 2 --
Common Stock.......... 163 - 163 --
Additional paid-in

capital.............. 94,420 22,725 117,145 --
Accumulated deficit... (73,106) -- (73,1006) --
Note receivable from

stockholder.......... (900) -- (900) --
Unearned

compensation......... (1,867) -- (1,867)

Treasury stock at
COStevnrneienenennnn (888) -- (888) --
Total stockholders'
equity............. 17,824 22,725 40,549 -—
Total liabilities,
mandatorily
redeemable
preferred stock and
stockholders'
equity...vvvviinn.. $135,215 $12,725 $147,940 $ --

Notes To Pro Forma Consolidated Financial Information The following adjustments were applied to
the Company's Consolidated Financial Statements and the financial data of the 1998 Acquired
Companies to arrive at the unaudited Pro Forma Consolidated Financial Information.



(1) Potential Common shares consist of Class A Convertible Preferred Stock, Class B Convertible
Preferred Stock and Class C Convertible Preferred Stock (using the as-converted method) and stock
options and warrants (using the treasury stock method), which are excluded from the computation as

their effect is anti-dilutive.

(2) Reflects the Equity Financing and the Revolving Debt Repayment as if each occurred as of
December 31, 1998.

(3) To record amortization expense for the year ended December 31, 1998 related to the identifiable
intangible assets and goodwill acquired in connection with the acquisitions of the 1998 Acquired
Companies. Such amounts are amortized on an entity by entity basis over the estimated useful life of
each asset with goodwill amortized primarily over two to three years. Certain of the acquisition
agreements with respect to the acquisition of the 1998 Acquired Companies required that certain
shares issuable at the acquisition date be placed in escrow. Such shares will either be issued to the
previous owners of these 1998 Acquired Companies or returned to the Company based upon whether
certain performance targets of the respective 1998 Acquired Company are achieved. As of December
31, 1998, the Company has excluded 237,304 shares of Common Stock that have not been earned
under the terms of the acquisition agreements from the recognized purchase price calculations. Any
purchase price adjustments resulting from the issuance of these escrowed shares to the previous
owners of these 1998 Acquired Companies will be recognized as adjustments to goodwill and will be
amortized over the remaining period of the expected benefit. See note 3 to the Company's

Consolidated Financial Statements as of and for the year ended December 31, 1998.

(4) To reflect the reduction in interest expense of $371,000 as if certain debt of the 1998 Acquired
Companies paid off in connection with the acquisitions was paid as of January 1, 1998, and the
increase in interest expense of $1.0 million as if the cash paid related to the 1998 Acquired Companies

was borrowed on January 1, 1998.

(5) Reflects (a) the automatic conversion of 200,116 shares of Class A Convertible Preferred Stock,
98,767 shares of Class B Convertible Preferred Stock, and 9,232 shares of Class C Convertible
Preferred Stock, into 30,811,500 shares of Common Stock, (b) the exercise of warrants which are
mandatorily exercisable upon the closing of this offering into shares of Common Stock (assuming a
cashless exercise), (c) the sale by the Company of shares of Common Stock offered at an assumed public
offering price of $ per share after deducting the estimated underwriting discounts and commissions
and offering expenses payable by the Company as described under "Use of Proceeds," (d) the Class D
Preferred Stock Exchange and (e) the Term Debt Repayment.

Selected Consolidated Financial Data

The following selected Consolidated Financial Data should be read in conjunction with "Management's
Discussion and Analysis of Financial Condition and Results of Operations” and the Company's audited
Consolidated Financial Statements included elsewhere in this prospectus. The Company commenced

operations effective May 1, 1996. The various acquisitions of iXL Interactive Excellence, Inc., Creative



Video, Inc., Creative Video Library, Inc., Entrepreneur Television, Inc., CFN, Memphis On-Line, Inc.
and the Acquired Companies in each fiscal reporting period were accounted for using the purchase
method, and accordingly, the statement of operations data of the Company for all periods presented
reflect the results of operations from these businesses from their respective acquisition dates. The
Consolidated Statement of Operations Data set forth below for the eight months ended December 31,
1996, the years ended December 31, 1997 and 1998 and the Consolidated Balance Sheet Data at
December 31, 1996, 1997 and 1998, are derived from and qualified by reference to, the Company's

audited Consolidated Financial Statements, which appear elsewhere in this prospectus.

Eight Months Years Ended

Ended December 31,
December 31, ---------=—-——————-
1996 1997 1998
Consolidated Statement of (in thousands, except per share
Operations Data: data)
Revenues........cceeeeeeeennnnn $ 5,379 $ 18,986 $ 64,767
Cost of revenues.............. 3,577 11,343 44,109
Gross profit................ 1,802 7,643 20,658
Sales and marketing expenses.. 812 3,903 16,397
General and administrative
EXPENSES . vttt tnetneenennnnnn 1,247 9,114 28,770
Research and development
EXPENSES . vt vttt iinneennenns -— 4,820 4,408
Stock option and warrant
EXPENSES . vttt tnetneenennnnnn -- -- 2,454
Depreciation.................. 372 1,408 5,217
Amortization.................. 928 5,531 16,354
Loss from operations........ (1,557) (17,133) (52,942)
Other income (expense), net... 48 116 (28)
Loss on equity investment..... (249) (1,443) (1,640)
Interest income............... 32 136 750
Interest expense.............. (30) (238) (770)
Loss before income taxes.... (1,756) (18,562) (54,630)
Income tax benefit............ 302 1,550 --
Net 10SS. v v innennennn. (1,454) (17,012) (54,630)
Dividends and accretion on
mandatorily redeemable
preferred stock.............. -- -- (9,099)
Net loss available to common
stockholders............... $(1,454)  $(17,012) $ (63,729)
Basic and diluted net loss per
common share................. $ (0.37) $ (2.60) $ (5.41)
Weighted average common shares
outstanding.................. 3,972 6,540 11,777
As of December 31,
1996 1997 1998
Consolidated Balance Sheet
Data: (in thousands)
Cash and cash equivalents..... $ 409 $ 23,038 $ 19,259
Working capital............... 217 23,879 27,119
Total assets........covvuinnn. 16,472 55,640 135,215
Debt, including current por-
tion. .o 691 1,273 21,420
Mandatorily redeemable pre-
ferred stock................. - 29,930 65,679
Mandatorily redeemable pre-
ferred stock of subsidiary... -- -- 9,839

Stockholders' equity.......... 12,989 19,978 17,824



Management's Discussion and Analysis of Financial Condition
and Results of Operations

The following discussion of the financial condition and results of operations of the Company should be
read in conjunction with "Selected Consolidated Financial Data," "Pro Forma Consolidated Financial
Information" and the Company's Consolidated Financial Statements, including the Notes thereto,
included elsewhere in this prospectus. Except for the historical information contained herein, the
discussion in this prospectus contains forward-looking statements that involve risks, uncertainties and
assumptions such as statements of the Company's plans, objectives, expectations and intentions. The
cautionary statements made in this prospectus should be read as being applicable to all related
forward-looking statements wherever they appear in this prospectus. The Company's actual results,
levels of activity, performance, achievements and prospects could differ materially from those
discussed below. Factors that could cause or contribute to such differences include those discussed in

"Risk Factors," as well as those discussed elsewhere herein.
Overview

The Company is a leading Internet services company which provides Internet strategy consulting and
comprehensive Internet-based solutions to Fortune 1000 companies and other corporate users of
information technology. The Company helps businesses identify how the Internet can be used to their
competitive advantage and uses its expertise in creative design and systems engineering to design,

develop and deploy advanced Internet applications and solutions.

The Company was formed in March 1996, and since that time has acquired a total of 34 companies. All
of the Company's acquisitions have been accounted for using the purchase method. Therefore, the
historical financial data include the results of operations of Acquired Companies from their respective
acquisition dates. The Company has incurred substantial losses since its inception and anticipates
continuing to incur substantial losses for the foreseeable future. As of December 31, 1998, the
Company had an accumulated deficit of approximately $73 million. Although the Company has
experienced revenue growth, this growth may not be sustainable or indicative of future results of
operations.

The Company's customers generally retain the Company on a project-by- project basis. The Company
typically does not have material contracts that commit a customer to use its services on a long-term
basis. Revenue is recognized primarily using the percentage of completion method on a contract- by-
contract basis. The Company's use of the percentage of completion method of revenue recognition
requires management to estimate the degree of completion of each project. To the extent these
estimates prove to be inaccurate, the revenues and gross profits reported for periods during which work
on the project is ongoing may not accurately reflect the final results of the project. Any anticipated
losses on projects are charged to earnings when identified. The Company primarily prices its projects
on a fixed-price basis, rather than on a time and materials basis, and it typically assumes the fixed-price
contracts of companies it acquires. iXL has begun implementation of an internally developed

estimation process to determine the fixed price for an engagement, and standardize pricing throughout



its offices. This methodology incorporates standard personnel billing rates, project implementation
risks and the overall technical complexity of the project. The Company believes that the
standardization of pricing throughout its network of offices will decrease project pricing risk. The
Company attempts to price larger, fixed-price contracts on a three-phase basis (strategic review, design
and implementation), with each phase priced separately, immediately prior to its commencement. Less
than a third of the Company's revenues are currently derived from contracts priced on a three-phase

basis. See "Risk Factors--Our Fixed-Price Contracts Involve Financial Risk."

Through both acquisitions and its directed marketing efforts, the Company has established a
diversified base of clients in a wide range of industries, including the industries targeted by the
Company's marketing efforts. For the year ended December 31, 1998, the Company's top 10 clients
accounted for 21% of the Company's pro forma revenues whereas the Company's top 10 clients

accounted for 12% of pro forma revenues for 1997.

The Company's revenues are comprised of fees from Internet strategy consulting, Internet-based
business solutions and iXL Solution Sets. The Company's revenue composition has changed
substantially from inception, and the Company expects further change as its business develops.
Historically, a substantial majority of the Company's revenues has been derived from traditional web
site development and the implementation of iXL's Solution Sets. To succeed, the Company must
leverage its existing relationships and establish new relationships in order to substantially increase the

revenues derived from more comprehensive strategic Internet services.

The Company's expenses include cost of revenues, sales and marketing, general and administrative,
and research and development expenses. Cost of revenues includes salaries, benefits and related
overhead expenses associated with the generation of revenues. Sales and marketing expenses include
promotion, and new business generation expenses and the salary and benefit costs of personnel in
these functions. General and administrative expenses include management, accounting, legal and
human resources costs. Research and development expenses include salary and benefit costs of

technical personnel developing Solution Sets and component frameworks.

The Company's future success will depend in large part upon its ability to attract, train and retain
additional highly skilled executive-level management and creative, technical, consulting, and sales
personnel. Competition for such personnel is intense, and the Company is unsure that it will be
successful in attracting, training and retaining such personnel. Historically the Company has
experienced significant employee turnover, and its ability to control employee turnover will have a

significant impact on its profitability.

CFN has expended and will continue to expend significant resources to build electronic data
interchange interfaces with participating institutions, to grow its infrastructure, to add additional
participating companies and employees, and to establish access to the CFN platform for participating
companies' employees. These development expenses must be incurred well in advance of the
recognition of revenue. CFN recognizes revenue upon completion of an end-user transaction through

the CFN operating network, which also will require the realization of expenses in advance of related



revenue. To date, the volume of transactions on CFN has been limited and, accordingly, the revenue
recognized has been minimal. As a result, the Company may not be able to achieve or sustain

profitability. See "Risk Factors--CFN's Business is Subject to Many Risks."

The Company incurred stock compensation expense related to its option grants for the year ended
December 31, 1998, totaling $1.6 million. The Company will recognize approximately $653,000 in
1999, $651,000 in 2000, $405,000 in 2001 and $158,000 in 2002 in stock compensation expense

relating to the grant of certain options to employees in 1998.

Because the Company is in an early stage of development, it is subject to numerous risks, particularly as
a result of the new and rapidly evolving markets in which it operates. These risks include the need to
successfully implement its business model and strategy and, as necessary, to revise the Company's
model and strategy as industry conditions and competition change. In particular, CFN's business model
is new and untested, which creates additional risk as to the successful adoption of this model as well as
CFN's ability to implement it. To address these risks, the Company must, among other things, continue
to develop the strength and quality of its operations, successfully complete new acquisitions, integrate
its historical and future acquisitions, maximize the value delivered to clients, respond to industry and
competitive developments and attract, train and retain and motivate qualified employees. The
Company cannot be sure that it will be successful in meeting these challenges and addressing these
risks. If the Company is unable to do so, its business, results of operations and financial condition

would be materially and adversely affected.
Acquisition Program

The Company has acquired a total of 34 businesses since its inception and intends to continue
acquiring similar businesses. The Company evaluates acquisitions based on numerous quantitative and
qualitative factors. Quantitative factors include historical and projected revenues and profitability,
geographic coverage and contract backlog. Qualitative factors include strategic and cultural fit,
management skills, customer base and technical proficiency. Most of the consideration paid by the
Company for prior acquisitions has been in the form of Common Stock. The Company anticipates that
Common Stock and options to acquire Common Stock will continue to constitute most of the
consideration used to make future acquisitions. The Company's acquisition program will result in
additional ownership dilution to investors participating in this offering. See "Risk Factors--Investors

Will Incur Immediate Dilution and May Experience Further Dilution."

The acquisitions have been accounted for using the purchase method. The results of operations of the
acquired entities are consolidated with those of the Company from the date of the acquisition. For each
acquisition, a portion of the purchase price is allocated to the tangible and identifiable intangible assets
acquired and liabilities assumed based on their respective fair market values on the acquisition date. A
portion of the purchase price in excess of tangible and identifiable intangible assets and liabilities
assumed is allocated to goodwill and amortized on a straight-line basis over the estimated period of
benefit, which primarily ranges from two to three years. For the year ended December 31, 1998,
amortization expense was $16.4 million. The Company expects additional acquisition related

amortization expense as a result of its acquisition program.



The Company anticipates that a material portion of its future growth will be accomplished by
acquiring existing businesses. Most of the Company's growth in personnel has been through
acquisitions. The success of this plan depends upon, among other things, the Company's ability to
integrate acquired personnel, operations, products and technologies into its organization effectively, to
retain and motivate key personnel of acquired businesses and to retain customers of acquired firms.
The Company cannot assure that it will be able to identify suitable acquisition opportunities, obtain
any necessary financing on acceptable terms to finance such acquisitions, consummate such
acquisitions or successfully integrate acquired personnel and operations. See "Risk Factors--Failure to
Properly Manage Growth Could Adversely Affect Our Business and Stockholders' Equity" and "--Our

Reliance on Acquisitions Could Adversely Affect Our Business."

Quarterly Pro Forma Results of Operations The following tables present the unaudited pro forma
quarterly results of operations, which include adjustments to give effect to the acquisitions of the 1998
Acquired Companies as if they had occurred on January 1, 1998. Primarily because of the Company's
large number of acquisitions in 1998, the Company believes that its historical financial statements are
not necessarily indicative of future results of operations. The Company has therefore included its
quarterly results of operations on a pro forma basis to facilitate the understanding of the effects of
business acquisitions on the Company's operations. The pro forma quarterly results of operations are
not necessarily indicative of the results of operations that would have been achieved had the
transactions been in effect as of the beginning of the periods presented and should not be construed as
being representative of future results of operations. The pro forma quarterly results of operations
should be read in conjunction with the unaudited Pro Forma Condensed Consolidated Statement of
Operations and the historical audited financial statements of the Company and certain of the 1998

Acquired Companies and related notes. See "Pro Forma Consolidated Financial Information."

Three Months Ended March 31, 1998 June 30, 1998 September 30, 1998 December 31, 1998 (in

thousands)

Revenues................ $ 15,437 $ 18,663 $ 23,800 $ 29,260
Cost of revenues........ 10,116 13,144 16,034 18,496
Gross profit............ 5,321 5,519 7,766 10,764
Sales and marketing ex-

PENSES. v vt e e ieeinennnnn 2,537 3,280 4,801 6,901
General and administra-

tive expenses.......... 6,117 8,694 9,537 12,931
Research and development

EXPENSES . v vt vetnernnnnn 937 1,327 1,214 935
Stock option and warrant

EXPENSES . vt vveeerennnn -- 345 1,500 2,454
Depreciation............ 982 1,190 1,421 2,302
Amortization............ 7,414 7,424 7,135 7,844
Loss from operations.... $(12,666) $(16,741) $(17,842) $(22,603)

Revenues. Revenues were $15.4 million, $18.7 million, $23.8 million and $29.3 million in the quarters
ended March 31, June 30, September 30 and December 31, 1998 respectively. Increases were primarily
attributable to an increased number of engagements for existing and new customers, as well as an

increased engagement size. In particular, revenues in the fourth quarter were favorably impacted by



several large engagements during this period. The Company does not expect to experience a
comparable increase in revenue growth during the first quarter of 1999, and the Company may not

experience comparable increases in the remainder of 1999.

Cost of revenues. Cost of revenues was $10.1 million, $13.1 million, $16.0 million and $18.5 million in
the quarters ended March 31, June 30, September 30 and December 31, 1998 respectively. Cost of
revenues as a percentage of revenues was 66%, 70%, 67% and 63% in the quarters ended March 31,
June 30, September 30 and December 31, 1998 respectively. The second quarter increase to 70% was
primarily attributable to the integration of acquired companies, including employee training. The third
and fourth quarter decreases to 67% and 63%, respectively, were primarily attributable to the
Company's emphasis on obtaining contracts with higher gross margins. The fourth quarter decrease

was also attributable to the absence of any acquisitions in this period.

Sales and marketing expenses. Sales and marketing expenses were $2.5 million, $3.3 million, $4.8
million and $6.9 million in the quarters ended March 31, June 30, September 30 and December 31,
1998 respectively. The increases were primarily attributable to the development of infrastructure and
the creation and expansion of the Company's sales and product management staffs. The Company

expects its sales and marketing expenses to increase.

General and administrative expenses. General and administrative expenses were $6.1 million, $8.7
million, $9.5 million and $12.9 million in the quarters ended March 31, June 30, September 30 and
December 31, 1998 respectively. The increases were primarily attributable to the expansion of
management infrastructure necessary to support the growth in the Company's operations, including

the development of CFN. The Company expects its general and administrative expenses to increase.

Research and development expenses. Research and development expenses of $937,000, $1.3 million,
$1.2 million and $935,000 in the quarters ended March 31, June 30, September 30 and December 31,
1998 respectively were primarily attributable to the development of Solution Sets and component

frameworks.

Stock option and warrant expenses. Stock option and warrant expenses were $345,000, $1.5 million
and $2.5 million in the quarters ended June 30, September 30 and December 31, 1998 respectively. In
the fourth quarter, approximately $800,000 related to the issuance of warrants in connection with
marketing services provided to the Company. The remaining expenses related to the issuance of
employee stock options. The Company will recognize an additional expense over the vesting terms of

these options. See "--Overview."

Depreciation. Depreciation expenses of $982,000, $1.2 million, $1.4 million, and $2.3 million in the
quarters ended March 31, June 30, September 30 and December 31, 1998 respectively were primarily

attributable to investments in physical infrastructure at the acquired companies after acquisition.

Amortization. Amortization expenses of $7.4 million, $7.4 million, $7.1 million and $7.8 million in the
quarters ended March 31, June 30, September 30 and December 31, 1998 respectively were
attributable to the goodwill recorded in connection with the twenty-four acquisitions which took place

during 1998. See "--Acquisition Program.”



As a result of the Company's limited operating history, rapid growth and the emerging nature of the
markets in which it competes, the Company believes that quarter-to-quarter comparisons of results of
operations for preceding quarters are not necessarily meaningful. Investors should not rely on the
results of any one quarter as an indication of our future performance. Additionally, quarterly results of
operations may fluctuate significantly in the future as a result of a variety of factors, many of which are
outside the Company's control. If in some future quarter, whether as a result of such a fluctuation or
otherwise, the Company's results of operations fall below the expectations of securities analysts and
investors, the trading price of our Common Stock would likely be materially and adversely affected. See
"Risk Factors--Potential Fluctuations in Quarterly Results Could Affect Our Common Stock Trading

Price" and "--External Factors Could Affect Our Common Stock Trading Price."

Annual Results of Operations Years Ended December 31, 1998 and December 31, 1997 The following
discussion relates to the Company's actual operating results for the periods noted. These operating
results include the operations of the companies acquired by the Company during the periods
referenced from the date of acquisition only. As a result, the Company believes the operating results for
the year ended December 31, 1998 are not comparable to the operating results for the year ended

December 31, 1997. See "Pro Forma Consolidated Financial Information."

Revenues. Revenues increased $45.8 million to $64.8 million for the year ended December 31, 1998
from $19.0 million for the year ended December 31, 1997. This increase was attributable to the
Company's acquisition program, an increase in the size and number of client engagements, and, to a
lesser extent, the development and growth of industry practice groups. CFN accounted for $251,000 of

the Company's 1998 revenues.

Cost of revenues. Cost of revenues increased $32.8 million to $44.1 million for the year ended
December 31, 1998 from $11.3 million for the year ended December 31, 1997. The increase was
primarily attributable to the integration of the 1998 Acquired Companies and, to a lesser extent,
employee training and the development of CFN. CFN had no revenues or cost of revenues during
1997.

Sales and marketing expenses. Sales and marketing expenses increased $12.5 million to $16.4 million
for the year ended December 31, 1998 from $3.9 million for the year ended December 31, 1997. This
increase was primarily attributable to the development of the Company's sales and marketing

infrastructure and staff.

General and administrative expenses. General and administrative expenses increased $19.7 million to
$28.8 million for the year ended December 31, 1998 from $9.1 million for the year ended December
31,1997. The increase was primarily attributable to the acquisitions of the 1998 Acquired Companies,
associated integration costs and the expansion of management infrastructure to support the growth in

the Company's operations.

Research and development expenses. Research and development expenses decreased by $412,000 to
$4.4 million for the year ended December 31, 1998 from $4.8 million for the year ended December 31,
1997. Research and development costs in 1998 were primarily related to the continued development

of an automated quote system at CFN. The purchase price of BoxTop Interactive, Inc. included a $2.4



million charge to in-process research and development expenses in 1997 relating to an Internet-based
video conferencing product under development which had not reached technological feasibility.
Certain related core technology was valued as existing technology and not included in the value of the
acquired in-process technology. The value of the purchased in-process technology was determined by
estimating the projected net cash flows including future revenues to be earned upon commercialization
of the product and the costs to complete the development of the technology. Strong revenue growth
was projected for this product through 1999; thereafter, revenue was expected to increase moderately
each year through 2001. The cash flows were then discounted to present value at 35%, a rate of return
that considers the relative risk of achieving the projected cash flows and the time value of money.
Finally, the present values of the cash flows of the discrete projection period were summed to
determine the fair market value of the purchased in-process technology. In the fourth quarter of 1998,
due to the introduction of competing products utilizing alternative technologies into the market,

management decided to cease further investment in the development of this product.

Depreciation. Depreciation expenses increased $3.8 million to $5.2 million for the year ended
December 31, 1998 from $1.4 million for the year ended December 31, 1997. The increase related to
the depreciation of assets of the Acquired Companies and investments in physical infrastructure at the

Acquired Companies after acquisition.

Amortization. Amortization expenses increased $10.9 million to $16.4 million for the year ended
December 31, 1998 from $5.5 million for the year ended December 31, 1997. The increase was a result
of the goodwill recorded in connection with the twenty-four acquisitions which took place during 1998
and the four acquisitions which took place during 1997.

Interest expense. Interest expense increased to approximately $800,000 in 1998 primarily due to

borrowings under the Company's credit facility.

Year Ended December 31, 1997 and Eight Months Ended December 31, 1996 The operating results
for the eight months ended December 31, 1996 date from the Company's inception in March of 1996.
Due to this shorter operating period, the Company's early stage of development during this period, and
the numerous acquisitions effected during 1996 and 1997, the Company believes the operating results
for the year ended December 31, 1997 are not comparable to the operating results in the eight months
ended December 31, 1996.

Revenues. Revenues increased $13.6 million to $19.0 million for the year ended December 31, 1997
from $5.4 million for the eight months ended December 31, 1996. This increase was a result of the

Company's acquisition program and a full year of operations in 1997.

Cost of revenues. Cost of revenues increased $7.7 million to $11.3 million for the year ended
December 31, 1997 from $3.6 million for the eight months ended December 31, 1996. This increase
was a result of the Company's acquisition program and a full year of operations in 1997.

Sales and marketing expenses. Sales and marketing expenses increased $3.1 million to $3.9 million for
the year ended December 31, 1997 from $812,000 for the eight months ended December 31, 1996.

This increase was a result of the Company's acquisition program and a full year of operations in 1997.



General and administrative expenses. General and administrative expenses increased $7.9 million to
$9.1 million for the year ended December 31, 1997 from $1.2 million for the eight months ended
December 31, 1996. This increase was a result of the Company's acquisition program and a full year of

operations in 1997.

Research and development expenses. Research and development expenses were $4.8 million for the
year ended December 31, 1997. This included $2.4 million from the acquisition of BoxTop Interactive,
Inc. which was allocated to in- process technology. The remaining expense is primarily related to the

development of CFN's infrastructure.

Depreciation. Depreciation expenses increased $1.0 million to $1.4 million for the year ended
December 31, 1997 from $372,000 for the eight months ended December 31, 1996. The increase was
related to the depreciation of assets of the Acquired Companies and investments in physical

infrastructure at the Acquired Companies after acquisition.

Amortization. Amortization expenses increased $4.6 million to $5.5 million for the year ended
December 31, 1997 from $928,000 for the eight months ended December 31, 1996. The increase
primarily was attributable to the amortization of goodwill and intangible assets recorded in connection
with the four 1997 acquisitions. The increase is also attributable to a charge related to the discontinued

use of a brand name and the result of a full year of operations in 1997.

Interest expense. Interest expense from capital leases, building mortgage and loans from stockholders

resulted in the increase in interest expense of $208,000 in 1997 compared to 1996.

Income tax. The recognition of the income tax benefit of $1.6 million for 1997 is due to the net
operating losses incurred by the Company which were utilized to offset certain long-term deferred tax

liabilities acquired in the acquisitions.

As of December 31, 1997 and 1998, the Company had net operating loss carryforwards for federal
income tax purposes of approximately $11.8 million and $46.6 million, respectively. The Company
acquired loss carryforwards of approximately $2.7 million in 1997 and $6.2 million in 1998. The
carryforwards expire in varying amounts through 2018. The use of acquired net operating loss
carryforwards is restricted in accordance with Internal Revenue Service regulations. A valuation
allowance has been recorded against the Company's net deferred tax asset as management believes it is
more likely than not that they will not be realized. See Note 10 to the Company's Consolidated

Financial Statements.

Liquidity and Capital Resources Since its inception, the Company has financed its operations primarily
through private sales of its capital stock, which totaled approximately $132.2 million in aggregate net
proceeds through January 31, 1999 (including approximately $22.7 million from the sale of 22,825
shares of Class A Convertible Preferred Stock in January 1999). On July 29, 1998, the Company
entered into a credit facility (as amended from time to time, the "Credit Facility") with Chase
Manhattan Bank ("Chase Bank") providing for borrowings of up to $20 million. At December 31, 1998,
approximately $20 million of borrowings were outstanding under the Credit Facility. In January 1999,

the Company repaid all amounts then outstanding (approximately $10 million) under the revolving



facility provided under the Credit Facility. Additionally, the Company expects to repay all amounts
outstanding (approximately $10 million) under the term facility provided under the Credit Facility
with a portion of the net proceeds of the offering. This term facility commitment will terminate upon
this payment, and hence only the revolving commitment of $10 million will remain available under the
Credit Facility. The Company's obligations under the Credit Facility are secured by substantially all of
the assets of the Company and its domestic subsidiaries other than CFN and CFN's subsidiaries and by
all of the stock of the Company's domestic subsidiaries (other than CFN's subsidiaries) and 65% of the
stock of the Company's foreign subsidiaries. Borrowings under the Credit Facility accrue interest at a
rate of 2% plus the greater of (a) Chase Bank's prime rate or (b) .5% plus the weighted average of the

rates on overnight Federal funds transactions.

At December 31, 1998, the Company had approximately $19.3 million in cash and cash equivalents.
For the period from inception to December 31, 1998, the Company used approximately $49.2 million,
$27.9 million and $27.7 million to fund operating activities, acquisition activities, and capital
expenditures, respectively. These expenditures were financed primarily with proceeds of sales of the

Company's capital stock.

iXL is required to invest an additional $8.7 million in CFN, if CFN does not raise these funds through
alternate means by November 3, 1999. In addition, at December 31, 1998, the Company had
outstanding commitments for capital expenditures totaling approximately $5.4 million, primarily
related to the expansion and improvement of its Atlanta, New York and Denver offices. The remainder

of the Company's significant commitments consist of obligations outstanding under operating leases.

The Company believes its available cash resources and credit facilities, combined with the net proceeds
of this offering, will be sufficient to meet its anticipated working capital and capital expenditure
requirements for at least the next 12 months. However, the Company may need to raise significant
additional funds sooner in order to support its growth, develop new or enhanced services and products,
respond to competitive pressures, acquire complementary businesses or technologies or take advantage
of unanticipated opportunities. See "Risk Factors--We Have Significant Future Capital Needs Which
Are Subject to the Uncertainty of Additional Financing."

Year 2000 Risk

Many currently installed computer systems and software products are coded to accept only two-digit
entries to identify a year in the date code field. Consequently, on January 1, 2000, many of these
systems could fail or malfunction because they may not be able to distinguish between 20th century
dates and 21st century dates. Accordingly, many companies, including the Company and the
Company's customers, potential customers, vendors and strategic partners, may need to upgrade their

systems to comply with applicable "Year 2000" requirements.

Because the Company and its clients are dependent, to a very substantial degree, upon the proper
functioning of its and their computer systems, a failure of its or their systems to correctly recognize

dates beyond December 31, 1999 could materially disrupt operations, which could materially and



adversely affect the Company's business, results of operations and financial condition. Additionally, the
Company's failure to provide Year 2000 compliant products and services to our clients could result in

financial loss, reputation harm and legal liability.

In 1998, the Company formed a Year 2000 Assessment and Contingency Planning Committee (the
"Y2K Committee") to review both its information technology systems, hardware and software, and its
non-information technology systems, and where necessary to plan for and supervise the remediation of
those systems. The Y2K Committee is headed by the Chief Information Officer of iXL, Inc. and the
Chief Technology Officer of iXL, Inc. Other members of the Y2K Committee include two full-time
outside consultants and one full-time and four part-time company employees. The Y2K Committee,
utilizing the Company's iD5 engagement methodology, has divided the Company's Year 2000 efforts
into five phases: discovery (currently 80% complete), definition (currently 50% complete), design,
development and deployment. Each of these phases is scheduled to be complete by the end of May
1999. The Company believes it has identified its mission critical systems. The Company has obtained
confirmations from the providers of these systems that they are Year 2000 compliant. The Company

expects to conduct internal tests of such systems as part of its Year 2000 efforts.

The Company has initiated communication with significant vendors, to determine the extent to which
they are vulnerable to Year 2000 issues. The Company has not yet received sufficient information from

all parties about their remediation plans to predict the outcome of their efforts.

The Company has not made an assessment with respect to its clients of the extent to which they might
be vulnerable to Year 2000 issues. Likewise, the Company has not made an assessment with respect to
other third parties with which it transacts business to determine the extent to which these parties

might be vulnerable to Year 2000 issues.

The Company is developing contingency plans for critical individual information technology systems
and non-information technology systems for implementation, if required, due to Year 2000 risks not
fully resolved by the Company's Year 2000 program. Management currently believes that the Year
2000 risk will not pose significant operational problems for the Company's computer systems.
However, there can be no assurance that the Company's Year 2000 program, including consulting with
third parties, will avoid any material adverse effect on the Company's operations, customer relations or
financial condition. The Company estimates the total cost of its Year 2000 program to be
approximately $156,000, $40,000 of which has been incurred as of December 31, 1998. However,
there can be no assurance that the actual costs incurred will not be materially higher than this estimate.

See "Risk Factors--Year 2000 Compliance Issues May Adversely Affect Our Business."

New Accounting Pronouncements In June 1998, the Financial Accounting Standards Board issued
Statement of Financial Accounting Standards No. 133, "Accounting for Derivative Instruments and
Hedging Activities" (FAS 133). This statement establishes accounting and reporting standards for
derivative instruments, including certain derivative instruments embedded in other contracts, and for
hedging activities. The Company will be required to adopt FAS 133 for the quarter ended March 31,

2000. The Company has not entered into any derivative financial instruments.



Business

Overview

We are a leading Internet services company which provides Internet strategy consulting and
comprehensive Internet-based solutions to Fortune 1000 companies and other corporate users of
information technology. We help businesses identify how the Internet can be used to their competitive
advantage and use our expertise in creative design and systems engineering to design, develop and

deploy advanced Internet applications and solutions.
Industry Background

Growth of the Internet The Internet has grown rapidly in recent years, spurred by developments such
as easy-to-use web browsers, a large and growing installed base of advanced personal computers, the
adoption of faster and more cost efficient networks, the emergence of compelling web-based content
and commerce applications, and the growing sophistication of the user base. According to
International Data Corporation ("IDC"), a leading research firm, the number of Internet users was 98
million worldwide at the end of 1998, and will continue to grow to 320 million by the end of 2002. The
broad acceptance of the Internet has also led to the emergence of intranets (secure web sites accessible
only within a given company) and extranets (intranets also available to select outsiders) as new global
communications and commerce environments, representing a significant opportunity for enterprises

to interact in new and different ways with customers, employees, suppliers and partners.
Growth of E-Commerce

The initial commercial use of the Internet was as an informational and advertising medium (i.e.,
brochureware). From this origin the Internet is evolving into a platform for conducting transactions
and establishing virtual storefronts and trading networks. Companies have also begun to expand their
use of efficient and low-cost Internet-based technologies to replace or enhance traditional operations
such as customer service, supply chain management, employee training and communication. In
addition, companies such as eBay, Amazon.com and E*Trade have each extended beyond conventional
models for the sale and delivery of goods and services by operating an Internet-only business and
maintaining a limited physical presence. IDC expects dramatic growth in total e-commerce transaction

volume, projecting an increase from $32 billion in 1998 to $426 billion in 2002.

Market for Strategic Internet Services The Internet represents a revolutionary and powerful new
opportunity for business. Many companies that do not currently utilize the Internet are being forced to
reevaluate their business models and to adopt or supplement existing Internet-based business
solutions. The development and implementation of Internet-based solutions require the successful
integration of strategy consulting, creative design and systems engineering skills. Historically, expertise
in these areas either has not existed within an organization or has been located in disparate functional
areas. Accordingly, many businesses have chosen to outsource a significant portion of the development,
design and maintenance of their intranets, extranets, web sites and e-commerce applications to

independent service providers who can capitalize on their accumulated strategic, creative and technical



expertise. Such outsourcing needs have generated worldwide demand for Internet professional
services, which IDC estimates will grow from $7 billion in 1998 to $44 billion in 2002. See "Risk

Factors--We Operate in a Developing Market for Strategic Internet Services."

Companies increasingly are discovering that many traditional service providers lack the requisite
expertise to implement comprehensive Internet- based solutions. Many information technology
service providers lack the creative and marketing skills required to build audiences and deliver unique
and compelling content and also lack Internet expertise and implementation capabilities. Advertising
and marketing communications firms typically lack the extensive technical skills and expertise with
legacy (e.g., mainframe) systems integration required to produce the increasingly complex solutions
demanded by clients. Many strategy consulting firms lack Internet expertise, marketing perspective

and implementation capabilities to deliver comprehensive solutions.

A number of Internet services firms have emerged to address these needs. However, many of these
smaller providers tend to develop expertise in a limited number of industry segments because of the
relatively small number of Internet solution engagements they have completed. Furthermore, the
ability of many of these firms to service clients is constrained by their smaller size, limited geographic
scope and lack of capital resources. In addition, many of these firms lack the depth, management and
infrastructure necessary to develop the capability required to meet the increasingly larger and more
complex needs of an expanding, sophisticated client base. See "Risk Factors--We Operate in a Highly

Competitive Market With Low Barriers to Entry," "--We Operate in a Developing Market for Strategic

Internet Services."

The Company believes that as businesses' familiarity and sophistication with Internet technologies
grow, so will the need for Internet services providers who can help formulate a focused, strategic and
integrated approach to the implementation of Internet-based business solutions that enhance their
clients' businesses. The Company believes that the rapidly increasing demand for Internet solutions,
combined with the inability of many current providers to integrate the strategic, creative and technical
skills required by clients, has created significant market opportunities for strategic Internet service

providers such as iXL.
iXL Solution

iXL uses its expertise in strategy consulting, creative design and systems engineering to provide
services that help clients identify and capitalize on Internet-driven opportunities to improve and

expand their businesses. Key elements of the iXL solution are:

. Comprehensive Strategic Internet Services. iXL provides a comprehensive set of strategic Internet
services to clients looking to enhance their existing business model by integrating their business
processes with an Internet strategy. The Company believes its advantage lies in its ability to assist
clients in the development of an appropriate Internet strategy and then to deploy the appropriate
Internet services necessary to implement that strategy. Typical iXL engagements include the strategic
application of e-commerce solutions to enhance existing business processes, the identification of new

business processes and opportunities created by the Internet, the use of creative design and marketing



to acquire, cross-sell and retain consumers online, and the integration of web-based applications with
legacy systems. The Company believes that the breadth and focus of iXL's service offerings allow iXL to

meet its clients' Internet needs from strategy to deployment in an efficient and cohesive manner.

. Sophisticated Technology Solutions. The Company uses its extensive engineering capabilities to
deliver complex Internet-based business solutions. iXL's engineers provide application development
and systems integration services by employing proven Internet technologies such as Java, XML, Perl,
CGlJ, C and C++. Typical solutions include developing Internet-enabled business applications,
integrating web-based applications with legacy systems and databases, and building sophisticated e-
commerce platforms. During 1998, to support its growing technology development capability, the
Company substantially increased its engineering staff from approximately 50 to over 300 through
acquisitions and new hires. The Company has also established strategic affiliations with leading
technology vendors such as Microsoft, Intel, Sun, and Oracle. These affiliations typically allow the

Company early access to training, product support and technology developed by these companies.

. Geographic Coverage and Benefits of Scale. The Company believes its geographic coverage allows it to
better serve its clients on a local basis, helping to forge strong, long-term client relationships and
service the widespread offices of its clients and their customers and vendors. As of December 31, 1998,
iXL had offices in Atlanta, GA; New York, NY; Los Angeles, San Francisco, San Diego, and Santa Clara,
CA; Washington, D.C.; Chicago, IL; Boston, MA; Denver, CO; Charlotte, NC; Richmond, VA; Memphis,
TN; Norwalk, CT; London, England; Berlin and Hamburg, Germany; Madrid, Spain; and Rome, Italy.
The Company's internal information technology infrastructure links its various offices and leverages
the expertise of its professionals throughout the organization. The Company's scale enables it to handle
larger, more complex engagements, expand its base of knowledge and best practices and employ more

experts, spreading their cost and expertise over a larger enterprise.

. Use of Engagement Methodology (iD5) to Deliver Solutions. The Company utilizes an engagement
methodology known as iD5 (Discover, Define, Design, Develop, Deploy). iD5 governs and directs all
phases of project management from initial engagement definition to final solutions delivery. These
procedures are updated periodically to reflect new best practices identified throughout the Company.
The goal of iD5 is to provide consistent procedures for all engagement phases which encourage usage
of best practices, while providing clients with greater clarity of expectations, regular progress reports,
and a higher degree of project organization. Accordingly, the Company believes iD5 helps it achieve

on-time and on-budget solutions, capture its best practices and integrate acquired businesses.

. Multidisciplined Team Approach. iXL staffs engagements with a multidisciplined team of
professionals including project managers, strategic consultants, creative designers, information
architects (professionals whose expertise includes both artistic design and technology), industry
experts and software engineers. By assembling these multidisciplined teams of professionals, the
Company believes that it provides comprehensive Internet-based solutions to clients.

. Experienced Senior Executives. The Company's senior management team is highly experienced in a
variety of disciplines relevant to the Company's ability to grow and to service the needs of its clients.

iXL's senior executives have managed both emerging and mature businesses in a variety of industries,



including media and entertainment, technology, travel and financial services. The Company's
management also includes an experienced acquisition team that has successfully acquired and

integrated a large number of businesses in various industries.
iXL Strategy

The Company's goal is to become the leading provider of strategic Internet services to Fortune 1000
companies and other corporate users of information technology. To achieve this objective, iXL is

pursuing the following strategies:

. Leverage and Expand Industry Expertise. The Company has assembled industry practice groups
including experienced professionals with expertise in the business practices and processes of specific
industries. The Company believes its industry expertise enables it to provide effective Internet strategy
consulting and services tailored to the special needs of its clients in these industries. In addition,
industry expertise reduces the learning curve on new engagements, improving efficiency of
implementation and reducing project delivery times. The Company's strategy is to expand its existing
industry practice groups by recruiting senior professionals from major consulting firms and companies
in the relevant industries. The Company also acquires companies with specific industry expertise. The
Company has established practice groups, which are in varying stages of development and staffing, in
the Banking & Financial Services, Media & Entertainment, Travel, Telecommunications and Healthcare
industries. The Company believes that these industries have been leaders in the utilization of Internet-

enabled technologies. See "--iXL Industry Practice Groups."

. Continue to Develop Technology Capabilities. The Company has significant capabilities in systems
engineering and applications development which it uses to deliver complex Internet-based business
solutions. iXL intends to hire additional software engineers and develop new technology skill-sets to
deliver the best possible solutions and meet the evolving needs of clients. The Company's research and
development team is dedicated to identifying, testing and defining new Internet-based technologies. In
addition, the Company has established a library of reusable software objects and templates from its
client engagements, which continues to grow as projects are completed. The Company intends to
increasingly leverage this library to deliver solutions rapidly and cost-effectively. The Company

believes this will be a significant advantage when providing services under fixed-price contracts.

. Expand Geographic Coverage. Since its inception, the Company has expanded its geographic presence
aggressively through a combination of acquisitions and internal growth. iXL has 19 offices located
throughout the United States and in England, Germany, Spain and Italy. The Company believes its
broad geographic coverage allows it to serve its clients on a local basis, helping to forge strong, long-
term client relationships, and to serve the widespread offices of its clients and their customers and
vendors. The Company's strategy is to continue its geographic expansion through additional

acquisitions and external hiring.

. Capture and Disseminate Knowledge and Best Practices. The Company's employees have developed a
broad base of knowledge and best practices through numerous strategic Internet services engagements
and from prior experience. The Company's strategy is to capture this broad range of knowledge and

best practices for dissemination throughout the Company, and to continue to expand these capabilities



through acquisitions and external hiring. During the course of its client engagements, iXL also
identifies distinct solutions which can be developed into and distributed as new iXL Solution Sets
(templated applications which can be customized). iXL accomplishes this dissemination in part through
frequent iXL Summits, where employees within a given discipline meet in person to receive education
and share best practices. The Company's Technical Operations Center also plays a critical role in the
dissemination process, linking all of the Company's local offices via a comprehensive Internet protocol-

based network combined with a centralized knowledge management system.

. Expand Client Relationships. The Company has established business relationships with a diverse base
of clients. The Company's strategy is to leverage its industry expertise, technology skills, and scale by
expanding the scope of client relationships into broader engagements, including Internet strategy

consulting, creative design, systems engineering and application development services.

. Attract, Train and Retain Experienced Professionals. The Company's growth and its ability to provide
strategic Internet services is based in large part on its ability to attract, train and retain experienced
professionals. iXL's strategy is to expand its existing expertise by recruiting senior professionals from
major consulting firms, creative design firms and information technology services firms as well as from
other strategic Internet services companies. The Company maintains an informal, team driven and
results oriented culture that is attractive to energetic, talented professionals and provides incentives for
its employees through a competitive compensation plan, equity ownership and its stock option plans.
The Company provides training on a continuing basis for its employees through its iXL University
programs, which are designed to address the rapidly changing technological environment in which its

employees are engaged.

. Pursue Strategic Acquisitions. The Company intends to continue to pursue strategic acquisitions that
provide additional skilled management, technical and creative personnel, client relationships,

technological skills, industry expertise and geographic coverage.

iXL Engagement Methodology (iD5) iXL has developed an engagement methodology known as "iD5"
which governs and directs all phases of project management from initial engagement definition to final
solutions delivery. iD5 consists of five distinct, clearly delineated stages which provide iXL's clients
with clear expectations of both the engagement process and the solutions to be provided. The five

stages are:

. Discover. Collect information relevant to the engagement objective.

. Define. Formulate an Internet business strategy.

. Design. Refine and document specifications of the Internet business strategy.

. Develop. Build elements required to implement the Internet business strategy.
. Deploy. Deliver final solution(s).

iD5 enables iXL to effectively serve its clients by (a) clarifying client expectations, (b) promoting
consistent and efficient service, (c) combining strategic, creative and technical competencies, (d)

minimizing solutions delivery time and (e) establishing benchmarks regarding best practices.



iD5 is periodically revised and improved to assimilate and deploy new tools and new best practices
developed in the course of the Company's many engagements throughout all of its offices. Through this
process, all iXL offices benefit from the knowledge gained in the course of engagements by any iXL

office.
iXL Services

The Company believes it offers clients a single source for the comprehensive range of services required
to identify, design, develop and deploy Internet-based business solutions which complement or expand
conventional business processes. The services that the Company provides include Internet strategy

consulting, Internet-based business solutions, and iXL's Solution Sets.

Internet Strategy Consulting The Company offers consulting services to its clients with the objective of
developing Internet solutions that augment a client's overall business strategy. iXL offers Internet
strategy consulting that combines its knowledge of industry dynamics and business processes with an
understanding of the client's specific needs. The Company has established practice groups, which are in
varying stages of development and staffing, in the Banking & Financial Services, Media &
Entertainment, Travel, Telecommunications and Healthcare industries. The Company also employs
strategy consultants with general business and Internet expertise. The Company presently employs

approximately 55 professionals who provide strategy consulting services.

While Internet strategy consulting directly generates only a small percentage of iXL's revenues, the
Company believes that Internet strategy consulting will be an important service offering which will
differentiate iXL from many of its competitors. By offering strategy consulting services, the Company
believes it can leverage the consulting and strategy planning expertise of its various industry experts

into engagements which will utilize the services provided by other iXL practice groups.

Internet-Based Business Solutions The Company's revenues are principally derived from the design
and delivery of Internet-based business solutions. These solutions typically are web-based applications,
many of which integrate with a client's legacy computer system. Such solutions can incorporate
multiple capabilities including Internet strategy consulting, creative design, information architecture,

software engineering, project management, and audio, video and animation production.

Among its Internet-based business solutions, the Company offers e- commerce systems and services,
business information management systems, interactive learning environments, digital media services,

and web site development and hosting services.

. E-Commerce Systems and Services. The Company designs, develops and deploys sophisticated e-
commerce applications for bringing buyers and sellers together via the Internet. In 1998, iXL created
over sixty different e-commerce applications on behalf of its clients, ranging from online retail sites to
electronic procurement systems. The Company's strength in e-commerce lies in its ability to integrate
third party software with a client's existing computing and network infrastructure to create a robust e-
commerce environment for the client's customers and prospects. The Company's technology group
utilizes a set of core e-commerce enabling technologies from companies including Microsoft and

Netscape (for e-commerce server applications), Oracle, Sybase and Informix (for database platform



development) and Sun and Hewlett- Packard (for networking products and services). iXL also
maintains its own reusable middleware code library. In addition, the Company works with specific
application providers such as Intershop, CyberCash, Accipiter and NetGravity to produce e-commerce
applications that integrate storefront creation tools, business management tools and payment solutions
for the Internet. The Company has created secure e-commerce applications for online credit card
payment services, micropayment and Internet check transactions and expanded its core e-commerce
applications capabilities by providing VeriSign PKI certificate services as part of a complete security

solution.

. Business Information Management Systems. The Company designs and develops sophisticated
computer based business information management systems. These include database-driven web sites
that help clients manage their customer, supplier, and vendor relationships more effectively and
provide secure database access. Some of these web sites also have the capacity to recognize and profile
the types of information a user is typically interested in, and to provide that information automatically
to the user during future visits to the site. As part of its Business Information Management Systems
capability, the Company develops intranets and extranets which enable its clients to communicate with
employees, customers, suppliers and vendors, as well as track and store critical business data and other
information.

. Interactive Learning Environments. The Company has developed expertise in providing education
and training using interactive multimedia and web technology. The Company employs instructional
designers who create and adapt training materials for use in multimedia and online environments.
Interactive learning environments have been attractive to service industry organizations which are
geographically dispersed, rely on employees with a common base of skill sets and experience high
turnover. The Company has developed several customized solutions to meet the needs of its clients and
is developing an additional iXL Solution Set to facilitate the creation and publication of interactive
training courses. iXL's learning environments utilize RealNetworks G-2 streaming, Microsoft Media
Technologies, Macromedia Dreamweaver, Flash, TopClass and Podium web-based training systems. See

"--iXL Solution Sets" and "--Employees."

. Digital Media Services. iXL has developed solutions that combine video, audio, animation, graphics
and content into digital media presentations. These media are also frequently utilized to create
Internet-based presentations. iXL possesses expertise in numerous post-production editing
technologies including Quantel Editbox, Flame and Avid. iXL also provides video production services
including the design, scripting, production, testing and distribution of audio and video clips and full
broadcast-quality presentations. In addition, the Company owns the worldwide perpetual rights to a
comprehensive stock video library of over 500,000 clips. iXL has also developed expertise in the design
of user menu and navigation systems for digital video discs (DVDs). iXL works with enabling
technologies such as Real Networks (audio and video-enabled environments), Object Design
(specialized object data management tools) and Live Picture (high-resolution imagery with low network
bandwidth utilization). The Company also has an Enhanced Television (E-TV) group that is developing
technology, applications, content and expertise for use in the emerging industry of digitally delivered

IP-based (Internet Protocol) information and entertainment. Currently, the Company is working with



cable television operators, telecommunications companies, satellite broadcasters, hardware
manufacturers, software developers and content providers to design and build the navigational
infrastructures, business models and strategic relationships required for success in the E-T'V

marketplace.

. Traditional Web Sites and Hosting. To provide complete Internet solutions, iXL offers development of
traditional web sites and state-of-the-art web site hosting services through its Memphis, TN and San
Jose, CA hosting facilities. The Company's hosting capabilities are offered primarily to clients who

require unique and specific hosting technology.
iXL Solution Sets

The Company uses its technology development capabilities to create custom applications based on a
common, reusable framework and component library. These "iXL Solution Sets" can be customized and
implemented quickly and cost-effectively. The Company believes that its Solution Sets meet the needs
of clients for fast, replicable and easily implemented solutions for computer based presentations and

multiple web site deployment and content management. iXL's Solution Sets include:

. Pitchman(R). Pitchman is a presentation tool which combines high- end graphics, animation, video
and audio in an easy-to-transport and easy-to-display laptop computer format which allows the user to
synchronize with the latest version of the presentation via a corporate intranet or the Internet. Sales
and marketing professionals are the primary market for Pitchman. The Company has sold over 500
Pitchman laptop presentations to various clients including British Airways, Time Warner, News

Corporation and Scudder Kemper.

. Siteman(T'M). Siteman is a state-of-the-art browser-based system for creating and managing up to
thousands of web sites that share a common style and similar look. Siteman allows novice users to
quickly design and build custom web sites by selecting from a library of templates and adding content.
It also enables users to easily edit content online, yet restricts them from modifying specified content
areas and the overall style of the sites. iXL also provides support for end users who need assistance in
creating sites with this product. The Company developed Siteman, recently sold it to a third party, and
currently licenses Siteman from that third party on a non-exclusive basis. Siteman clients have
included AutoConnect, Carlson Wagonlit Travel and WebMD.

. The Company is also developing an additional iXL Solution Set designed to facilitate the creation and

publication of interactive training courses.

iXL Industry Practice Groups The Company has established practice groups in the Banking & Financial
Services, Media & Entertainment, Travel, Telecommunications and Healthcare industries. These
practice groups are in varying stages of development and staffing. The Company is also in the process
of developing practice groups for the Technology and Retail industries. To build its industry practice
group expertise, the Company leverages the experience of its employees who have previously worked
for major consulting firms or companies in the relevant industries. The Company has utilized its
industry expertise in serving the clients listed below. These clients, included for illustrative purposes,

are not intended to be representative of the Company's clients generally.



Industry Clients

Banking & Financial Services................. Chase Manhattan Bank First USA Merrill Lynch Scudder
Kemper Media & Entertainment..........cccecueuenee. Cox Enterprises News Corporation Time Warner
Universal Studios Travel......ccviinnnivccncninnnnes Budget Rent a Car Carlson Wagonlit Travel Delta Air
Lines Virgin Atlantic Telecommunications.........cecceururisenee. BellSouth Lucent Premiere Technologies
Healthcare......cocoevvvniicncnnnnns Eli Lilly HBOC WebMD Sales and Marketing The role of the Company's
marketing program is to create and sustain preference and loyalty for the iXL brand as a leading
provider of strategic Internet services. Marketing occurs at the corporate and local levels. The
corporate marketing department has overall responsibility for communications, advertising, public
relations and the Company's web site, and also engineers and oversees central marketing and
communications programs for use by each of the Company's local offices. At the local level, each office
also has its own marketing representative responsible for building brand awareness within each
geographic region. These local representatives report to the President of each office, with the Executive

Vice President for Worldwide Marketing of iXL, Inc. having overall responsibility and oversight.

The Company's sales force totals approximately 105 sales representatives. Each of the Company's
offices has its own sales representatives who sell all services offered by the Company to the clients and
prospects located in their geographical region. These local representatives report to the President of
each office, with the Executive Vice President for Worldwide Operations of the Company having

overall responsibility and oversight.

Examples of iXL Internet Solutions The following examples illustrate the Company's strategic Internet

service capabilities:
Budget Rent a Car

Budget Rent a Car ("Budget") engaged iXL to implement an Internet strategy, including an online
reservation engine for its drivebudget.com website. iXL's solution utilized a sophisticated reservations
booking engine that integrates directly with Budget's mainframe-driven customer reservation and
inventory control systems. This integrated system allows Budget to accurately identify vehicles that are
available in rental inventory at a given Budget location. In addition to pricing and booking reservations
via the Internet, Budget's customers can view available vehicles and access vehicle specifications such
as seating and cargo space. The system also provides travel planning functions including maps, travel

safety tips, and time and distance calculations.

To promote awareness of the site, iXL designed an online marketing campaign, including an extensive
search engine optimization effort, which has resulted in increasing online bookings and reservations.
Through this shift to an online environment, Budget believes it is realizing significant cost-savings and

achieving stronger customer relationships by providing more choice, control and convenience.
Chase Manhattan Bank

iXLs client relationship with Chase Manhattan Bank ("Chase Bank") began with a single project in the
second quarter of 1998, and has expanded to include projects for four of Chase Bank's six largest

divisions and for the bank's investment company, Chase Capital Partners. The Company believes the



Banking and Financial Services practice group's industry expertise has enabled iXL to broaden the

scope of its relationship with Chase Bank.

Among its current projects for Chase Bank, iXL is building an electronic bill presentment and payment
("EBPP") system which will allow Chase Bank customers to view banking statements and pay bills
online. The data from the EBPP system also drive Chase Bank's Value-Added Online Marketing system,
designed by iXL, which profiles Chase Bank customers by the banking services they utilize, their credit
profile, and their Chase Bank web site browsing habits.

Additionally, iXL is providing Internet services to Chase Bank's small business group and its merchant
services division. The focus of these engagements is to create Internet business and product strategies
and facilitate the implementation of e-commerce. iXL is also working with Chase Bank to overhaul the
Chase.com web site to make the site more responsive and effective for Chase Bank customers. iXL
developed the strategic plan for this assignment and is designing and developing the infrastructure and
architecture required to support a site that better integrates Chase Bank's online portfolio of products

and services.
WebMD

WebMD is the first full-service, nationwide, Internet-based healthcare network that links physicians,
hospitals, insurance companies and patients. Since its inception in 1996, iXL has provided WebMD
with a full range of strategic Internet services, including initial definition of WebMD's Internet- based
healthcare services product to be offered via the WebMD.com web site. Once defined, systems design,
application development, engineering and hosting of the WebMD service was performed by iXL,
including the integration of over eighty databases capable of online search and third-party online

service offerings.

The WebMD.com web site provides doctors access to a suite of Internet- based applications which are
designed to enable them to manage their time more efficiently and to serve patients more effectively.
These applications provide several centrally managed services, including communications functions,
insurance compliance, verification and payment processing, and storage and tracking of patient test
results. Because these services are offered online, information and consultation can often be offered to
patients without requiring an office visit. Furthermore, WebMD offers continuing medical education
courses to physicians online. Patients can also gain access to the latest information on a wide variety of

health topics.

iXL also developed communications management software and applications for WebMD that allow the
redirection of messages across various platforms including e-mail, voice-mail, fax, pager and phone, as
well as peer-to-peer information sharing via online chat room and bulletin board services. The
Company also created the interactive distance-learning component and knowledge management
systems of WebMD. iXLis Siteman Solution Set was the platform for the web publishing component of
the WebMD service. Additionally, iXL developed the marketing programs for WebMD including

Pitchman presentations for the physician, patient and healthcare community.

Acquisitions



The strategic Internet services industry is highly fragmented, consisting of a large number of small
companies providing limited service offerings. Therefore, an important element of iXL's growth
strategy is the acquisition of selected companies with complementary technologies and capabilities.
The Company's strategy has been to augment its growth through acquisitions of small, regional
strategic Internet services companies. By obtaining critical mass in a particular regional market, the
Company believes it is able to provide the responsiveness and quality of service of a small company
with the greater depth and breadth of services of a large organization. The acquisitions have resulted in
a broad geographic presence, allowing iXL to compete more effectively for national accounts. The
Company's post-acquisition strategy is to enhance the competitiveness and profitability of each

acquired company.

The Company identifies acquisition candidates through its ongoing industry searches, through its
business network and through contact initiated by companies seeking to be purchased. Potential
targets are evaluated on numerous quantitative and qualitative factors. Quantitative factors include
historical and projected revenues and profitability, geographic coverage and contract backlog.
Qualitative factors include strategic and cultural fit, management skill, customer base and technical

proficiency.

These factors are evaluated as part of a four-part assessment process: (a) a detailed audit and operating
assessment is initiated; (b) acquisition pricing models are carefully evaluated; (c) specific technology
skills and capabilities are ascertained; and (d) management qualifications and compatibility are

appraised.

The Company's post-acquisition process includes the integration of all financial reporting systems,
operating procedures, and training programs into the iXL culture and infrastructure. Integration
typically begins before the acquisition transaction has been closed, with a goal of total integration
promptly following closing. The Company's Technical Operations Center plays a critical role in this
process, connecting the acquired business' systems to the Company's central systems. The Company's
goal is to provide each of its offices with all tools and resources needed to attain the maximum possible
growth and profitability. Accordingly, the Company has rarely used earn-outs in its acquisitions
because management believes such arrangements can impede the integration of multiple acquired

businesses in the same city by motivating them to compete against one another.

Historically, the Company has used its Common Stock for substantially all of the consideration for its
acquisitions. The Company anticipates that this will continue in the future and intends to register
4,000,000 shares of Common Stock pursuant to a "shelf" Registration Statement on Form S-4 for this
purpose. By maximizing the use of stock as acquisition consideration, the Company believes that the
acquired companies' management has a greater incentive to focus on iXLs long-term growth through
the appreciation of its stock price. The Company also generally grants stock options to employees of
newly acquired companies as a means of increasing employee and management retention.

The Company began its acquisitions in April 1996 when it acquired iXL Interactive Excellence, Inc.,
Creative Video Library, Inc., Creative Video Inc., and Entrepreneur Television, Inc., companies whose

focus was to assist corporate clients in the design and creation of multimedia and video



communication projects. In December 1996, the Company acquired Consumer Financial Network, Inc.,
which, at such time, was a small traditional insurance agent for corporate executives. CFN was seeking
iXL's strategic and technical assistance to sell insurance services over corporate intranets. Since the
CFN acquisition, iXL, has developed and implemented the sophisticated CFN e-commerce platform for
marketing financial services and employee benefits electronically over the Internet and corporate
intranets. iXL has acquired 29 other companies all engaged in related businesses. See "Risk Factors--
Our Reliance on Acquisitions Could Adversely Affect Our Business" and "--Failure to Properly Manage

Growth Could Adversely Affect Our Business and Shareholders' Equity.”

The following table summarizes the Company's other acquisitions since June 1996, listed in
chronological order:

Number of Shares
issued in

Employees at
connection with

Businesses Acquired Primary Capabilities Date Acquired Acquisition Date
Acquisition

Memphis On-Line, Inc. ........... Hosting June 5, 1996 15 none Memphis, TN Webbed Feet, LLC.................
Creative design February 14, 1997 1 40,000 Atlanta, GA The Whitley Group, Inc. ......... Interactive
multimedia April 4, 1997 20 454,400 Charlotte, NC BoxTop Interactive Inc. ......... Creative design May
30,1997 60 3,416,700 Los Angeles, CA Swan Interactive Media, Inc. .... Software engineering July 28,
1997 15 283,900 Atlanta, GA

Small World Software, Inc. ...... Software engineering and January 23, 1998 26
271,356

New York, NY creative design

Green Room Productions, L.L.C. .. Travel expertise, February 5, 1998 28
344,270

San Francisco, CA creative design and

engineering

CCG ONline. .. vvn it iiiinennnn Travel expertise, March 27, 1998 23
266,000

Denver, CO creative design and

software engineering

Spin Cycle Entertainment, Inc. .. Creative design and May 8, 1998 20
155,200
Los Angeles, CA software engineering
Digital Planet................... Creative design and May 12, 1998 31
359,584
Los Angeles, CA software engineering
InTouch Interactive, Inc. ....... Software engineering May 12,1998 11 195,834 Charlotte, NC Micro
Interactive, Inc. ......... Interactive multimedia May 14, 1998 35 740,000 New York, NY
CommerceWAVE, Inc. .............. E-commerce July 2, 1998 22 877,898 San Diego, CA Wissing &

Laurence, Inc. ........ Video production July 8, 1998 2 50,000 New York, NY 601 Design, Inc. ......ccu......
Video production July 16, 1998 7 200,000 New York, NY Image Communications, Inc. ...... Creative
design July 22, 1998 40 378,999 Vienna, VA Campana New Media, S.L. and The Other Media, S.L.
.......... Creative design July 28, 1998 8 37,107 Madrid, Spain



Spinners Incorporated............ Creative design, July 30, 1998 31
674,132
Boston, MA software engineering and
financial
services expertise

Tekna, INC. ..., Software engineering and September 4, 1998 27
762,622
Richmond, VA creative design

LAVA Gesellschaft fur Digitale

Medien GmbH..................... Software engineering September 7, 1998 28
321,428

Hamburg, Germany

Larry Miller Productions, Inc.... Creative design September 9, 1998 33
113,823

Boston, MA

Denovo New Media Limited......... Creative design September 10, 1998 5
42,852

London, England

Exchange Place Solutions, Inc.... Financial services September 10, 1998 4
275,000

Atlanta, GA consulting

Pantheon Interactive, Inc........ Software engineering September 18, 1998 15
271,787

Santa Clara, CA

Two-Way Communications, L.L.C. .. Creative design and September 18, 1998 23
269,421

Chicago, IL healthcare expertise

NetResponse, L.L.C............... Strategy consulting, September 22, 1998 36
701,375

Arlington, VA software engineering and

creative design

Ionix Development Corporation.... Software engineering September 23, 1998 22
358,551

Chicago, IL

Pequot Systems, Inc.............. Financial services September 24, 1998 12
378,066

Norwalk, CT expertise and software

engineering

Strategic Alliances and Affiliations The Company has entered into, and intends to continue entering
into, strategic alliances and affiliations with a select group of technology service providers. The primary
goals of iXL's strategic alliances and affiliations are (a) to enhance iXL's overall service offerings, (b) to
create or identify new revenue opportunities through referrals and the creation of new service
offerings and (c) to increase iXL's credibility and visibility in the marketplace through collaboration in

joint marketing.

The Company has established strategic affiliations with, among others, Microsoft, Intel, Sun and
Oracle. These strategic affiliations provide the Company early access to training, product support and

technology.

The Company has also established strategic alliances with companies offering technologies which serve
important roles in the deployment or delivery of iXL services. These alliances focus on the joint
development of integrated solutions which utilize the technologies offered by iXL's partners to deliver
the services designed by iXL. The Company's strategic alliances include alliances with RealNetworks

and @radical.media, Inc. Through its strategic alliance with RealNetworks, a leading provider of media



streaming technologies, the Company will be presented as a preferred provider of content for events
streamed via RealNetworks technologies. Through its alliance with @radical.media, which specializes in
production and broadcast of high-end commercial advertising campaigns, the Company expects to

gain access to @radical.media's clients seeking complimentary Internet solutions.

Technical Operations Center The Company's Technical Operations Center is the Company's computer
systems center which links all of the Company's local offices with a centralized knowledge management
system. The Technical Operations Center enables the Company to integrate operations of local offices
into all facets of the Company, including, financial reporting, e-mail, and dissemination of knowledge
and best practices. The Technical Operations Center allows for the rapid integration of acquired
businesses, facilitates collection and dissemination of knowledge and best practices throughout the
Company and supports enterprise business systems. The Technical Operations Center maintains its
network operations and monitoring in Atlanta, with central data center and intellectual property
transit support from its data center in Mempbhis, TN, and co-location facilities in San Jose, CA. The
Technical Operations Center manages the Company's general ledger accounting systems, global project
and time tracking systems, sales force automation, electronic messaging, central data warehouse
repository services, wide area network infrastructure, intellectual property transport services and
global digital security. These functions are closely integrated in a worldwide iXL intranet that
additionally supports human resources and distance learning. The Company views the Technical
Operations Center as a key strategic asset, providing a platform to permit rapid growth and a working
model of the solutions the Company can design for its clients. See "Risk Factors--Failure to Properly

Manage Growth Could Adversely Affect Our Business and Stockholders' Equity."

Consumer Financial Network Consumer Financial Network, Inc., or CFN (the equity of which is owned
88% by the Company and 12% by General Electric Capital Corporation), is a sophisticated e-commerce
platform for marketing financial services and employee benefits over corporate intranets and the
Internet, as well as through a telesales center. CFN has contracted with competing providers of
financial services and employee benefits to create a platform for the comparison shopping and
purchase of these services. CFN is provided at no cost to large companies and associations (typically
with 5,000 or more employees) for distribution as a human resources benefit to their employees or

members. Currently, CFN provides access to the following services:

Financial Services Employee Benefits

Auto Insurance Long Term Care
Homeowners Insurance Individual Life Insurance
Mortgages Vision Services
Home Equity Loans Legal Services

Auto Finance

Traditionally, the services currently offered by CFN have not been presented on a standardized or
comparable basis. Accordingly, consumers have often been deterred from obtaining meaningful price
comparisons from competing services providers. Many consumers have been unable or unwilling to
devote the time required to compile comparative quotes and have instead relied on other factors

unrelated to the price or the terms provided in purchasing these services.



The Company believes CFN is an attractive offering for consumers because CFN enables them to
receive explanatory information and an unbiased comparison of products, services and quotes based
on equivalent terms from multiple providers of financial services and employee benefits. In addition,
because (a) CFN aggregates employees of multiple major companies and members of associations, and
(b) CFN aggregates a nationwide network of services providers who compete for each individual
members' business, CFN is often able to negotiate discounted pricing for its customers. Consumers can
access CFN online (through their employers' and associations' intranets or password protected

Internet) or through telephone or fax.

The Company believes the CFN platform is attractive to services providers because it is designed to (a)
provide access to a highly desirable market segment (employed consumers), (b) allow each provider to
directly access its preferred target market by including multiple providers of similar services, (c)
provide a lower cost of customer acquisition than traditional distribution channels due to automated
consumer access and bulk acquisition of consumers through the participation of large employers and
associations, (d) allow providers to expand geographically and (e) allow providers to utilize automatic
payroll deduction to secure payment for services sold. As a result of the benefits outlined above as well
as the aggregated customer base available through CFN, providers contracting with CFN may offer
discounted rates and other features that are more competitive than the individual rates and features

they otherwise may offer through traditional distribution channels.

CFN earns fees on each sale of services made through CFN. Currently, the significant majority of
consumer inquiries to CFN for services offered by CFN's providers are made through CFN's telesales
center. The Company's goal is for the relative volume of online inquiries as well as the automation of
the entire process from inquiry to completed transaction to increase significantly in the future as
intranets become more widespread and as customers become more familiar with the Internet. The
Company believes that such an increase in online inquiries in proportion to telesales center inquiries
will reduce CFN's support costs. CFN's performance will depend in large part upon CFN's ability to
estimate accurately the resource requirements and the revenues generated by customers engaging in
the transactions with service providers on the CFN platform. Expenses and investments must be
incurred well in advance of the potential transactions intended to generate revenue to justify this cost

structure. See "Risk Factors--CFN's Business is Subject to Many Risks."
Member Companies

The Company believes CFN is attractive to employers because it enables them to offer to their
employees, at no cost to the employer, a wide range of financial services and employee benefits at
generally discounted rates. Initially, CFN has chosen to provide its platform to large companies and
associations as a no cost human resources benefit for their employees. Current CFN member

companies include:

Advantica Ritz Carlton Hotels

American Standard Ryder Corporation

Amerigas Simmons Mattress Company

BellSouth Society for Human Resource Management

Blue Cross/Blue Shield of TN Texas A&M University



DaimlerChrysler Thomson Corporation
Nextel Williams Companies

Once CFN has established a relationship with a participating employer, CFN's strategy is to become
part of the payroll deduction system of the employer. This arrangement allows employers more
flexibility in their payroll deduction systems, while enabling CFN to provide multiple services to
employees. Becoming part of the payroll deduction system also enhances CFN's ability to retain
employees as customers for its providers. Automatic payroll deduction allows services providers to
offer payment plans that are structured around the frequency of payroll deductions and is the most

desirable form of payment for CFN's participating services providers.
Provider Network

CFN's platform includes property and casualty insurance, home finance, automobile finance, legal
services, long-term care, term life insurance and vision plans. Providers available on the CFN platform
include American Express Property Casualty companies, Chubb Group of Insurance Cos., Liberty
Mutual Insurance Co., and Nationwide Mutual Insurance Co. in property and casualty insurance; Banc
One, Chase Manhattan Mortgage Corporation, Countrywide, First Union National Bank and Travelers
Home Mortgage Service in home finance; debis Financial Services in automobile finance; Law Phone in
legal services; Mass Casualty and Transamerica in long-term care; Empire General Life in life insurance

and Vision Care Advantage in vision services.

The terms of these contracts range from one to three years. Most contracts terminate either on or
before December 31, 1999 or December 31, 2000, and some contracts are on a trial basis only. The
contracts specify the terms of the agreement with CFN, generally including information on terms of
pricing to be provided, the fulfillment process, compensation to CFN, necessary regulatory
requirements, restrictions on use of consumer information provided by CFN, indemnification, and
intellectual property protection for CFN. There are no minimum volume requirements required from
CFN to providers. CFN is currently working to obtain non-residential mortgage brokerage licenses
where necessary. In jurisdictions where the Company is currently not so licensed, the Company

provides mortgages through one of its providers which is appropriately licensed.
Technology

CFN's e-commerce platform is comprised of a Java-enabled web-based front- end, a rules-based
decision support middleware suite, an advanced and flexible back-end protocol for legacy system
integration, and a state-of-the-art database construct that maximizes the ability to manage customer

information.

The e-commerce technology developed by CFN, for which CFN has two utility patents pending,
comprises an easily extensible multi-provider, multi-product comparative "Quoting System". While the
current application of the Quoting System developed by CFN is for the dissemination of information
about financial services and employee benefits, the Quoting System has uses in many industries. The
Company believes this technology could be applied to other situations where a consumer needs
automated assistance in the selection of a service or product to purchase from a field of varied products

from different providers.



For a discussion of certain risks related to CFN, see "Risk Factors-- CFN's Business is Subject to Many
Risks."

Government Regulation In most states, there are two broad categories of insurance agency licenses, one
for property and casualty insurance and the other for life and health insurance. CFN's wholly-owned
subsidiary, CFN Agency, Inc., a Delaware corporation ("CFN Agency"), is licensed as a resident
insurance agency for both property and casualty insurance and life and health insurance by the state of
Georgia. For property and casualty insurance business, CFN Agency is licensed as a nonresident
corporate insurance agency or at least one employee of CFN Agency ("CFN Employee Agent") is
individually licensed as a nonresident insurance agent in all fifty states. For life and health insurance
business, CFN Agency is licensed as a nonresident corporate insurance agency or at least one CFN

Employee Agent is individually licensed as a nonresident insurance agent in thirty-six states.

Because of the lack of uniformity in state insurance agency licensing laws, a corporate insurance agency
cannot obtain an insurance agency license in all fifty states. Some states do not issue insurance agency
licenses to corporations but only issue insurance agent licenses to individuals. Other states (each, a
"Foreign State") issue corporate insurance agency licenses only if the state of residence of the applicant
for a corporate insurance agency license applicant reciprocates by issuing corporate insurance agency
licenses to insurance agencies resident in the Foreign State. In some states where CFN Agency does not
have a nonresident corporate insurance agency license, a CFN Employee Agent is individually licensed
in such states as a nonresident insurance agent and the CFN Employee Agent transacts the business of
CFN Agency where permitted. If any such CFN Employee Agent's employment with CFN is
terminated, CFN Agency may not be able to transact its business unless and until it has another
employee who is individually licensed as a nonresident insurance agent in the states where CFN
Agency does not hold a nonresident corporate insurance agency license. If a state in which CFN
Agency does not hold a nonresident corporate insurance agency license determines that CFN Agency is
transacting business in such state as an unlicensed insurance agency, CFN Agency could be subject to

fines and prohibited from doing insurance business in such state.

Some states regulate prepaid legal plan companies as an insurance company or their products as
specialized legal expense products, while other states regulate prepaid insurance plans as non-
insurance services. In states that regulate prepaid legal plan companies as insurance companies, the
product is usually classified as casualty insurance. Certain states' bar associations require prepaid legal

plans to file periodic information statements. CFN does not believe it is subject to such requirements.

There can be no assurance that a state in which CFN Agency does not hold a nonresident corporate
insurance agency license will not assert that CFN Agency is transacting business in such state as an
unlicensed insurance agency. Generally, commissions payable for the sale of insurance products cannot
be paid to, or received by, a person or entity that is not licensed as an insurance agent or agency, as
applicable. There can be no assurance that a state in which CFN Agency does not hold a nonresident
corporate insurance agency license will not assert that commissions assigned by the CFN Employee
Agent to CFN Agency are an assignment of insurance commissions occurring in such state to an

unlicensed corporate insurance agency. In the states in which CFN Agency does not hold a nonresident



corporate insurance agency license, the insurance companies that have contracted with CFN Agency
pay commissions to the CFN Employee Agent, who then assigns such commissions to CFN Agency. If a
state in which CFN Agency does not hold a nonresident corporate insurance agency license determines
that CFN Agency is wrongfully receiving an assignment of insurance commissions in, or with respect to
insurance policies sold in, such state as an unlicensed insurance agency, both CFN Agency and the
subject CFN Employee Agent could be subject to fines and prohibited from doing business in such

state.

CFN Agency operates a telephone call center located in Duluth, Georgia. Some of the CFN Employee
Agents work in this telephone call center ("Call Center Agents"). The Call Center Agents provide
information and education to consumers who are employees of client companies or members of client
affinity groups regarding the insurance products described on CFN's web site. Some of the Call Center
Agents are also licensed in states other than Georgia as nonresident insurance agents; however, each
Call Center Agent is not licensed as an insurance agent in all fifty states. There can be no assurance that
a state, in which a Call Center Agent is not licensed as a nonresident insurance agent, will not assert
that such Call Center Agent is, by providing information and education to consumers about insurance
products on the CFN web site in such state, transacting insurance agent activities without being
licensed by such state as a nonresident insurance agent. If a state in which a Call Center Agent does not
hold a nonresident insurance agent license determines that a Call Center Agent has transacted the
business of an insurance agent in such state, both CFN Agency and such Call Center Agent could be

subject to fines and prohibited from doing insurance business in such state.

For residential mortgage and auto finance business, CFN's wholly-owned subsidiary, CFN Finance, Inc.,
a Delaware corporation ("CFN Finance"), is in the process of applying, where necessary, for broker
licenses to permit it to operate its residential mortgage finance and, where required, its auto finance
programs. There is the possibility that some states may not grant such a license to CFN Finance. Until
such licenses are granted, CFN Finance has entered into licensing agreements with a Federal savings
and loan association to operate CFN Finance's residential mortgage finance program in those states
which require licenses and CFN Finance has not yet received a license pursuant to the authority
granted under a Federal charter. CFN Finance's auto finance program is being offered in states where
no licenses are required for CFN Finance. For the states that require auto finance broker licenses and
from which CFN Finance has not yet received such a license, CFN Finance has entered into a licensing
agreement with another Federal savings and loan association to operate CFN Finance's auto finance
program pursuant to the authority granted under a Federal charter. Federal law governing the federal
savings and loan associations preempts the ability of states to require licenses of Federal savings
associations engaged in the business of residential mortgage brokerage or auto finance brokerage.
There can be no assurance that the residential mortgage program licensing agreement will be renewed
upon its expiration date of October 31, 1999, the auto finance licensing agreement will be renewed
upon its expiration date of November 11, 1999, or that either agreement will not be terminated sooner.
Furthermore, should either agreement expire or terminate there can be no assurance that another
Federal savings and loan association will agree to operate CFN Finance's residential mortgage or auto

finance program pending the approval of the applicable state licensing applications of CFN Finance.



There also can be no assurance that a state regulatory agency will not challenge the current operation
of either program by a Federal savings and loan association. See "Risk Factors--Government Regulation

and Legal Uncertainties Related to CFN Could Adversely Affect Our Business."
iXL Ventures

As a complement to its core business, the Company has occasionally, on an opportunistic basis,
participated in the development of other Internet-related businesses through iXL Ventures. The
Company seeks to combine its management experience, technical expertise and financial capital to
develop new ideas. When these new ideas warrant further development, the Company seeks strategic
investors to assist in the full development of these projects into viable stand-alone businesses. CFN is
the first major stand-alone business to emerge from this process. Currently, other iXL Ventures include
FANSonlyTM (University Netcasting, Inc.) (a series of commercial Internet sites for leading colleges
and universities), Enhanced Television (E-TV) (digital interactive television delivered via the Internet),

and Last Minute Travel (an on-line discount travel service).
Competition

While the market for strategic Internet services is relatively new, it is already highly competitive and
characterized by an increasing number of entrants that have introduced or developed products and
services similar to those offered by the Company. The Company believes that competition will
intensify and increase in the future. Our target market is rapidly evolving and is subject to continuous
technological change. As a result, the Company's competitors may be better positioned to address these
developments or may react more favorably to these changes, which could have a material adverse effect
on the Company's business, results of operations and financial condition. The Company competes on
the basis of a number of factors, including the attractiveness of the strategic Internet services offered,
the breadth and quality of these services, creative design, engineering expertise, pricing, technological

innovation, and understanding clients' strategies and needs.

Many of these factors are beyond our control. Existing or future competitors may develop or offer
strategic Internet services that provide significant technological, creative, performance, price or other

advantages over the services offered by us.

The Company's competitors can be divided into several groups: strategic Internet services providers;
large information technology consulting services providers; computer hardware and service vendors;
strategic consulting firms; and interactive advertising agencies. The Company also may compete with
telecommunications companies. Although most of these types of competitors to date have not offered a
full range of Internet professional services, several have announced their intention to do so. These
competitors at any time could elect to focus their resources in the Company's target markets, which
could adversely affect our business, results of operations and financial condition. Many of the
Company's current and potential competitors have longer operating histories, larger installed customer
bases, longer relationships with clients and significantly greater financial, technical, marketing and
public relations resources than the Company. Competitors that have established relationships with
large companies but limited expertise in providing Internet solutions may nonetheless be able to

successfully use their client relationships to enter the Company's target market or prevent the



Company's penetration into their client accounts. The Company believes that its primary competitors
currently are International Business Machines Corporation, USWeb Corporation, Sapient Corporation,

and smaller Internet service providers.

Additionally, in pursuing acquisition opportunities we may compete with other companies with similar
growth strategies, certain of which competitors may be larger and have greater financial and other
resources than we have. Competition for these acquisition targets likely could also result in increased

prices of acquisition targets and a diminished pool of companies available for acquisition.

There are relatively low barriers to entry into the Company's business. The Company has no patented
or other proprietary technology that would preclude or inhibit competitors from entering the Internet
professional services market. Therefore, the Company must rely on the skill of its personnel and the
quality of its client service. The costs to develop and provide Internet services are low. Therefore, the
Company expects that it will continually face additional competition from new entrants into the
market in the future, and the Company is subject to the risk that its employees may leave the Company
and start competing businesses. The emergence of these enterprises could have a material adverse

effect on our business, results of operations and financial condition.

The success of CFN will be highly dependent upon CFN's services becoming available to a large
number of participating employees. CFN expects to face competition from an increasing number of
sources in the marketplace. CFN competes with other Internet-based providers of insurance and other
financial services, as well as traditional insurance companies providing group rates to corporate
employees. CFN believes that its primary and more direct competitors currently are HomeCom
Communications, Inc., ValueSearch, Inc. and Answer Financial, Inc. CFN also may compete with
Microsoft Corporation, which currently provides comparative quotes from home mortgages on the
web. If CFN fails to compete successfully against current or future competitors, CFN's business results
of operations and financial conditions will be materially and adversely affected. See "Risk Factors--We
Operate in a Highly Competitive Market with Low Barriers to Entry."

Employees

As of December 31, 1998, the Company had approximately 1,300 employees, including approximately
55 strategy consultants, 355 engineers and 300 creative designers. None of the Company's employees
is represented by a labor union. The Company has experienced no work stoppages and believes its

relationship with its employees is good.

In an ongoing effort to train and develop its professionals, the Company has established iXL
University, a forum to educate its employees on issues ranging from new technologies to office
protocol. Employees may attend iXL University in three ways: (a) attend live presentations in Atlanta;
(b) view the live webcast of such presentations; or (c) view at any time archived versions of
presentations through the iXL University website. In addition, the Company holds regular company-
wide meetings among leaders in specific practice areas. The Company also takes advantage of its
corporate intranet to foster company- wide communications and knowledge management. See "Risk

Factors--Failure to Attract, Train and Retain Employees Could Increase Costs or Limit Growth."



Properties and Facilities The Company's executive offices are located in Atlanta, consisting of
approximately 138,000 square feet of leased space, the lease for which expires in 2007. With the
exception of IXL-Memphis, Inc., which owns an approximately 15,000 square foot office building and
an approximately 5,600 square foot warehouse, the company leases space for its regional offices in the
following metropolitan areas: New York, NY; Los Angeles, San Francisco, San Diego, and Santa Clara,
CA; Chicago, IL; Boston, MA; Washington, D.C.; Charlotte, NC; Richmond, VA; Denver, CO; Norwalk,
CT; Hamburg and Berlin, Germany; London, England; Rome, Italy; and Madrid, Spain. CFN leases

space for its executive offices in Duluth, Georgia.
Legal Proceedings

The Company currently and from time to time is involved in litigation incidental to the conduct of its
business. The Company is not a party to any lawsuit or proceeding that, in the opinion of management
of the Company, is likely to have a material adverse effect on the Company. However, the Company is
involved in IXL Holdings, Inc. v. Talisman Productions, Inc., in the State Court of Fulton County,
Georgia, Civil Action File No. 98VS141584E. The Company filed suit against Talisman on June 25,
1998 to collect an account receivable for services rendered in the amount of $40,461.20. In response
to the Company's complaint, Talisman filed an Answer and Counterclaim seeking (a) damages in the
amount of $3,710,420 for lost profits allegedly sustained as a result of the loss of Talisman's business
relationship with BellSouth allegedly caused by the Company's failure to deliver products to Talisman
as promised, (b) damages in the amount of $18,995 as reimbursement of the fees paid to the Company
for the products delivered by the Company to Talisman, based on a theory of unjust enrichment, and (c)
recovery of its litigation expenses, including attorney's fees. The Company believes that the allegations

in the Answer and Counterclaim are without merit and intends to vigorously defend such action.

Management

Executive Officers and Directors Certain information regarding the executive officers and directors of

the Company as of February 5, 1999 is set forth below:

Name Age Position

U. Bertram Ellis, Jr.(1) 45 Chief Executive Officer and Chairman of the
Board of Directors

Kevin M. Wall 46 Vice Chairman and Director

James R. Rocco 44 Vice Chairman and Director

William C. Nussey 33 President and Chief Operating Officer of iXL,
Inc. and Director

C. Cathleen Raffaeli 42 President and Chief Operating Officer of CFN

Barry T. Sikes 46 Executive Vice President for Worldwide
Operations

M. Wayne Boylston 40 Executive Vice President, Chief Financial
Officer, Treasurer, and Assistant Secretary

David Clauson 44 Executive Vice President for Worldwide
Marketing of iXL, Inc.

Thomas R. Wall, IV(2) 40 Director

Frank K. Bynum, Jr.(1)(2)(3) 36 Director

I. Robert Greene(1)(2) 38 Director

Jerome D. Colonna 35 Director

Thomas G. Rosencrants(3) 49 Director



(1) Member of the Executive Committee. (2) Member of the Compensation Committee. (3) Member of
the Audit Committee.

U. Bertram (Bert) Ellis, Jr. founded the Company in March 1996 and has served as Chairman of the
Board of Directors and Chief Executive Officer since that time. Prior to founding the Company, Mr.
Ellis founded Ellis Communications, Inc., an owner of television and radio stations, in 1993, and
served as its President from 1993 to 1996. Prior to founding Ellis Communications, Inc., Mr. Ellis
served as President, Chief Executive Officer, and Chief Operating Officer of Act III Broadcasting, Inc.,
an owner of television stations, from 1986 to 1992. Mr. Ellis received a Bachelor of Arts degree in
Economics from the University of Virginia and a Masters of Business Administration from the

University of Virginia Graduate School of Business Administration. Mr. Ellis also serves as a Director
of WebMD, Inc.

Kevin M. Wall has served as Vice Chairman since April 1998 and as a director since May 1997. Mr.
Wall joined the Company in May 1997 upon the acquisition by the Company of BoxTop Interactive,
Inc., and served as the President and Chief Executive Officer of BoxTop Interactive, Inc. from its
founding in 1995 until 1998. Prior to founding BoxTop Interactive, Inc., Mr. Wall served as Chairman
of BoxTop Entertainment, Inc., a television production company specializing in network specials, from
1990 until 1995. Prior to forming BoxTop Entertainment, Inc., Mr. Wall founded Radio Vision
International, Inc., a television production company specializing in network specials and syndication of
television specials, and served as its Chairman from its founding until 1990. Mr. Wall attended Indiana

University-Purdue University Fort Wayne. Mr. Kevin Wall is not related to Mr. Thomas R. Wall, IV.

James R. Rocco has served as Vice Chairman since August 1998 and as a director since April 1996. Mr.
Rocco previously served as the President and Chief Operating Officer of the Company from April 1996
until August 1998. Mr. Rocco founded Creative Video, Inc. and served as its President from July 1986
until it was acquired by the Company in April 1996. Mr. Rocco graduated cum laude from St. John's

University in New York in 1976 with Bachelor degrees in Communications and Business.

William C. Nussey has served as a Director of the Company since December 1997, and as the President
and Chief Operating Officer of iXL, Inc. since joining the Company in May 1998. From 1996 to May
1998 Mr. Nussey served as an associate with Greylock Ventures, a private investment firm. In 1985,
Mr. Nussey co-founded Da Vinci Systems, Inc., a software and application design company, and served
as its Chief Executive Officer from its founding until its sale in 1994 to ON Technology, Inc. After such
sale, Mr. Nussey served as a consultant to ON Technology while attending Harvard Business School.
Mr. Nussey received a Bachelor of Science degree in Electrical Engineering from North Carolina State

University and a Masters of Business Administration from Harvard Business School.

C. Cathleen Raffaeli is the President and Chief Operating Officer of CFN, and has served in such
capacity since joining CFN in November 1998. From 1994 through 1998, Ms. Raffaeli held positions of
increasing responsibility with Citicorp, most recently as the Executive Director, Commercial Card

Division. From 1988 through 1994, Ms. Raffaeli held positions of increasing responsibility with



Chemical Bank, last serving as the Senior Vice President, Mortgage Banking Division. Ms. Raffaeli
received a Bachelor of Science Degree in Finance from the University of Baltimore and a Masters of

Business Administration from New York University.

Barry T. Sikes has served as Executive Vice President for Worldwide Operations since August 1998. Mr.
Sikes previously served as Vice President-- Operations from April 1996 until August 1998. From 1991
until 1996, Mr. Sikes served as the Chief Operating Officer of Creative Video, Inc. Mr. Sikes received a

degree in Electronics Engineering from The Cape Fear Institute.

M. Wayne Boylston has served as Chief Financial Officer, Executive Vice President, Treasurer and
Assistant Secretary since joining the Company in August 1998. From 1990 until February 1998, Mr.
Boylston held positions of increasing responsibility with Healthdyne Technologies, Inc., most recently
as Vice President--Finance, Chief Financial Officer and Treasurer. From February 1998 until July 1998
Mr. Boylston served as a consultant to Healthdyne Technologies, Inc. following its merger with
Respironics, Inc. Mr. Boylston is a Certified Public Accountant and has a Bachelor of Business

Administration degree from Emory University.

David Clauson has served as Executive Vice President for Worldwide Marketing of iXL, Inc. since
joining the Company in August 1998. From 1991 until July 1998, Mr. Clauson served in various
positions of increasing responsibility with subsidiaries of True North Communications, Inc., most
recently as the Senior Vice President/Worldwide Account Director of its Foote, Cone & Belding
subsidiary. Mr. Clauson has a Bachelor of Arts degree in American Urban History from the University

of California at Los Angeles.

Thomas R. Wall, IV has served as a Director of the Company since April 1996. Mr. Wall has held
various positions of increasing responsibility with Kelso & Company, a private investment firm, since
1983, and currently serves as one of its Managing Directors. Mr. Wall also serves as a director of AMF
Bowling, Inc., Consolidated Vision Group, Inc., Cygnus Publishing, Inc., Mitchell Supreme Fuel
Company, Mosler, Inc., Peebles Inc., and 21st Century Newspapers, Inc. Mr. Wall received a Bachelor of

Science degree in Business Administration from Washington & Lee University. Mr. Thomas Wall is not
related to Mr. Kevin M. Wall.

Frank K. Bynum, Jr. has served as a Director of the Company since April 1996. Mr. Bynum has held
various positions of increasing responsibility with Kelso & Company since 1987, and currently serves
as one of its Managing Directors. Mr. Bynum also serves as a director of Cygnus Publishing, Inc.,
Hosiery Corporation of America, Inc., 21st Century Newspapers, Inc. and MJD Communications, Inc.

Mr. Bynum received a Bachelor of Arts degree in History from the University of Virginia.

I. Robert Greene has served as a Director of the Company since December 1997. Mr. Greene has served
as a General Partner with Chase Capital Partners (formerly Chemical Venture Partners), an investment
firm, since January 1999, and previously served as a Principal thereof from 1994 through 1998. From
1988 to, Mr. Greene served as a Director and Principal of Prudential Equity Investors, an investment
firm. Mr. Greene also serves on the Investment Committee of Flatiron Partners, LLC ("Flatiron") and

the Advisory Board of Techfund Capital, and is the President of the New York Venture Capital Forum.



Mr. Greene received a Bachelor of Science degree from the Wharton School and a Masters of Business
Administration degree from M.I.T./The Sloan School. Mr. Greene serves as a Director of Multex.com,

Inc.

Jerome D. Colonna has served as a Director of the Company since December 1997. Mr. Colonna co-
founded Flatiron in August 1996 and has served as a partner in Flatiron since such founding.
Previously, Mr. Colonna co-founded CMG @ Ventures L.P. in February 1995 and served as a partner
therein until July 1996. From 1985 to 1995, Mr. Colonna served in various positions with CMP Media,
Inc., including Editorial Director, Interactive Media Group. From 1985 to 1993, he served in a variety
of roles at Information Week, including that of Editor. Mr. Colonna received a Bachelor of Arts degree

from Queens College, City University of New York. Mr. Colonna serves as a Director of GeoCities, Inc.

Thomas G. Rosencrants has served as a Director of the Company since January 1999. Mr. Rosencrants
founded Greystone Capital Group, LLC in April 1997 and serves as its Chairman and Chief Executive
Officer. Greystone Capital Group, LLC is the General Partner for Greystone Capital Partners I, L..P.
From 1991 to April 1997 he served as Senior Vice President and head of the Insurance Research Group
of The Robinson-Humphrey Company, Inc. Mr. Rosencrants is a Chartered Financial Analyst, has a
Masters of Business Administration from the Roosevelt University in Chicago and a Bachelor of Arts

Degree from the University of Dayton.

The Company believes retention of its management is critical to its success. See "Risk Factors--Loss of
Key Management Could Adversely Affect Our Business," and "Risk Factors--Failure to Attract, Train
and Retain Employees Could Limit Growth."

Board Committees

The Board of Directors has established an Executive Committee, a Compensation Committee and an
Audit Committee. The Executive Committee, consisting of Mr. Ellis, Mr. Bynum, and Mr. Greene, is
empowered to exercise all powers and authority of the Board other than amending the Certificate of
Incorporation, recommend to the stockholders the sale of all or substantially all of the assets of the
Company or a dissolution of the Company, or amending the Bylaws of the Company. The
Compensation Committee, consisting of Mr. Thomas R. Wall, IV, Mr. Bynum, and Mr. Greene,
administers the Company's Stock Option Plans, including approval of all options granted thereunder.
The Audit Committee, consisting of Mr. Bynum and Mr. Rosencrants, will recommend the selection of
independent public accountants to the Board of Directors, review the scope and results of the audit
and other services provided by the Company's independent accountants, and review the Company's

accounting practices and its systems of internal accounting controls.

Director Compensation The Company reimburses its directors for all out-of-pocket expenses incurred
in the performance of their duties as directors of the Company. The Company currently does not pay

fees to its directors for attendance at meetings.

Amended Stockholders Agreement The Amended Stockholders Agreement entitles certain
stockholders to designate nominees to the Company's board of directors as follows. The Amended

Stockholders Agreement entitles Kelso to designate as nominees two members of the board of



directors so long as Kelso holds 5% or more of the outstanding Common Stock. CB has the right to
designate as a nominee one member so long as it owns at least 5% of the outstanding Common Stock.
The Amended Stockholders Agreement does not obligate any stockholder to vote its Common Stock in

favor of any nominated directors.

Compensation Committee Interlocks and Insider Participation No member of the Compensation
Committee of the Company serves as a member of the board of directors or compensation committee
of any entity that has one or more executive officers serving as a member of the Company's Board of
Directors or Compensation Committee. See "Certain Transactions" for a description of transactions

between the Company and entities affiliated with members of the Compensation Committee.

Employment Agreements The Company has assumed the employment agreement originally executed
as of August 1, 1996 between Mr. Kevin Wall and BoxTop Interactive, Inc. Mr. Kevin Wall's
employment agreement was assumed by the Company in April 1998. This agreement has a four year
term expiring July 31, 2000. Pursuant to this agreement, Mr. Kevin Wall's base annual salary shall be (a)
$302,500 for the one year period from August 1, 1998 through July 31, 1999, and (b) $332,750 for the
one year period from August 1, 1999 through July 31, 2000.

iXL, Inc. has entered into an employment agreement with Mr. Nussey. Pursuant to this employment
agreement, if the Company terminates Mr. Nussey's employment without cause at any time or if Mr.
Nussey Resigns for a Good Reason (as defined in the agreement), (i) iXL, Inc. shall, for a period of
eighteen months or until Mr. Nussey begins employment with any other company, continue to pay as
payable pursuant to the employment agreement his salary and bonus as severance pay and continue to
provide benefits to him, and (ii) the vesting of unvested stock options granted to Mr. Nussey pursuant
to his employment agreement shall be immediately accelerated twelve months, and all options which
remain unvested after such acceleration shall terminate. Upon a termination of his employment by
virtue of his death, Mr. Nussey's estate shall be entitled to all salary payable to him for the remainder of
the year of his death. In addition, upon a termination of Mr. Nussey's employment by virtue of his
death or disability, Mr. Nussey or his estate shall be entitled to the pro rata portion of his bonus with
respect to the portion of the year prior to his death or disability. The base salary for Mr. Nussey
pursuant to his employment agreements is $250,000 per year, and the target bonus is $50,000 per
year. The base salary and target bonus are to be reviewed annually, and may be increased from time to
time by iXL, Inc. Once increased, the base salary may not be decreased and the target bonus may not be
set at less than $50,000 per full fiscal year. The employment agreement also provides that Mr. Nussey
shall not compete with the Company for a period of one year following the termination of his

employment.

Limitation on Liability and Indemnification Matters Section 145 of the General Corporation Law of
Delaware ("DGCL") permits the indemnification of directors, officers, employees and agents of
Delaware corporations. The Company's Amended and Restated Certificate of Incorporation and By-
Laws provide that the Company shall indemnify its Directors and Officers to the fullest extent

permitted by the DGCL. Insofar as indemnification for liabilities arising under the Securities Act of



1933 may be permitted to directors, officers or persons controlling the Company pursuant to the
foregoing provisions, the opinion of the Securities and Exchange Commission is that such

indemnification is against public policy as expressed in the Act and is therefore unenforceable.

As permitted by the DGCL, the Company's Certificate of Incorporation also limits the liability of
directors of the Company for damages in derivative and third party lawsuits for breach of a director's
fiduciary duty except for liability (a) for any breach of the director's duty of loyalty to the Company or
its stockholders, (b) for acts or omissions not in good faith or which involve intentional misconduct or a
knowing violation of law, (c) for unlawful payments of dividends or unlawful stock purchases or
redemptions as provided in Section 174 of the DGCL, or (d) for any transaction for which the director
derived improper personal benefit. The limitation of liability applies only to monetary damages and,
presumably, would not affect the availability of equitable remedies such as injunction or rescission. The
limitation of liability applies only to the acts of omission of directors as directors and does not apply to
any such act or omission as an officer of the Company or to any liabilities imposed under federal

securities laws.

The Underwriting Agreement with respect to the offering made hereby provides for indemnification by
the Underwriters and their controlling persons, on the one hand, and of the Company and its
controlling persons on the other hand, for certain liabilities arising under the Securities Act of 1933, as

amended, and the Securities Exchange Act of 1934, as amended, or otherwise.

The Company intends to obtain directors' and officers' insurance providing indemnification for certain

of the Company's directors, officers, affiliates, partners or employees for certain liabilities.

The Company has entered into agreements to indemnify its directors and executive officers, in addition
to indemnification provided for in the Company's Bylaws. These agreements, among other things,
indemnify the Company's directors and executive officers for certain expenses (including attorneys'
fees), judgments, fines and settlement amounts incurred by any such person in any action or
proceeding, including any action by or in the right of the Company, arising out of such person's
services as a director or executive officer of the Company, any subsidiary of the Company or any other
company or enterprise to which the person provides services at the request of the Company. The
Company believes that these provisions and agreements are necessary to attract and retain qualified

directors and executive officers.

At present, there is no pending litigation or proceeding involving any director, officer, employee or
agent of the Company where indemnification is expected to be required or permitted. The Company is
not aware of any threatened litigation or proceeding that might result in a claim for such

indemnification.

Executive Compensation The following table sets forth information concerning the compensation paid
by the Company during the fiscal year ended December 31, 1998 to the Company's Chief Executive
Officer and each of the Company's four other highest paid executive officers (collectively, the "Named

Executive Officers"):

Summary Compensation Table (1)



Long Term

Annual Compensation
Compensation Awards
Name and Options
Principal Position Year(2) Salary Bonus (# of Shares)
U. Bertram E1lis, Jr.......ccuuu.... 1998  $247,000 $100,000 338,889
Chairman and Chief 1997 232,300 -- 550,000
Executive Officer 1996 -- (3) - 1,000,000
Kevin M. Wall..........coeevinnnnn.. 1998 276,000 - --
Vice Chairman 1997 167,800 -- 170,000
1996 - - --
James R. ROCCO....ovviiiinennnnnnnn. 1998 180,600 50,000 106,056
Vice Chairman 1997 163,900 25,000 297,000
1996 105, 600(3) -- --
William C. NUSSEY. .. ueennnnn 1998 166,500(4) 50,000 1,844,276
President and Chief Operating
Officer 1997 -- -- --
of iXL, Inc. 1996 -- -- --
Barry T. SikeS.....viiueiinnnnennnn. 1998 163,300 45,000 140,500
Executive Vice President for 1997 137,700 25,000 165,000
Worldwide Operations 1996 103,600(3) - 255,000

(1) Excludes certain executive officers of the Company whose annual base salaries exceed salaries
reported herein, but who were hired during 1998, and hence did not earn more than the salaries
reported herein. (2) 1996 figures are for the eight months ended December 31, 1996. (3) The annual
base salaries for Mr. Ellis, Mr. Rocco, and Mr. Sikes were $0, $175,000 and $140,000, respectively. The
figures listed represent payment for actual employment during the eight months ended December 31,
1996. (4) Mr. Nussey's fiscal year 1998 salary is for approximately seven months ended December 31,
1998. Mr. Nussey's annual base salary for fiscal year 1998 was $250,000.

Option Grants and Exercises During Fiscal Year 1998 No stock options were exercised by the Named
Executive Officers during fiscal year 1998. The following table below sets forth individual grants of
stock options made during fiscal year 1998 to each of the Named Executive Officers:

Potential Realizable Value at Assumed Annual Rates of Stock Price Appreciation Annual Compensation
for Option Term(2) Number of Securities % of Total Options Underlying Granted to Exercise or Named
Executive Officer Options Employees in Base Price Expiration and Principal Position Granted Fiscal
Year(1) Per Share Date 5% 10%

U. Bertram Ellis, Jr. .. 50,000 0.4% $3.00 02/26/08 $ 171,707 $ 362,264
Chairman and Chief 88,889 0.6% 3.00 02/26/08 305,257 644,026
Executive Officer 50,000 0.4% 3.50 02/26/08 146,707 337,264
50,000 0.4% 4.00 02/26/08 121,707 312,264
50,000 0.4% 4.50 02/26/08 96,707 287,264
50,000 0.4% 5.00 02/26/08 71,707 262,264

338,889 2.6%

Kevin M. Wall .......... -- - - - - __
Vice Chairman

James R. Rocco ......... 500 * 1.00 02/26/08 2,717 4,623

Vice Chairman 5,556 * 3.00 02/26/08 19,080 40,255
100,000 0.8% 3.50 02/26/08 293,413 674,528
106,056 0.8%

William C. Nussey ...... 5,176 * 3.50 05/01/08 24,040 49,010

President and Chief
Operating 389,100 2.9% 4.00 05/01/08 1,612,614 3,489,726



Officer of iXL, Inc. 900,000 6.8% 4.50 05/01/08 3,280,028 7,261,841

550,000 4.1% 10.00 05/01/08 -- 1,632,792
1,844,276 13.8%
Barry T. Sikes.......... 500 * 1.00 02/26/98 2,717 4,623
Executive Vice President
for 100,000 .8% 3.50 02/26/98 293,413 674,528
Worldwide Operations 40,000 .3% 10.00 11/25/98 -- 118,748
140,500 1.1%

* represents less than 0.1% (1) These options to purchase shares of Common Stock were granted under
the Company's 1996 Stock Option Plan and generally provide for vesting over either four or five years.
(2) These columns show the hypothetical gains or option spreads of options granted based on 5% and
10% assumed annual rates of compounded stock price appreciation. The assumed rates of appreciation
are mandated by the Securities and Exchange Commission and do not represent the Company's

estimates or projections of the Company's future Common Stock prices.

Year-End Option Values The following table sets forth the number and value of exercisable and

unexercisable options held at December 31, 1998 by each of the Named Executive Officers:

Number of Securities

Underlying Value of Unexercised
Unexercised Options at In-the-Money Options at
December 31, 1998 December 31, 1998 (1)
Name Exercisable Unexercisable Exercisable Unexercisable
U. Bertram Ellis, Jr. .... 1,330,000 558,889 $6,925,000 $2,225,001 Chairman and Chief Executive
Officer Kevin Wall (2)............ 703,900 102,000 4,505,145 510,000 Vice Chairman James R.
Rocco............ 178,740 225,216 683,070 883,632 Vice Chairman William C. Nussey......... 521,009
1,323,267 1,153,327 2,929,228 President and Chief Operating Officer of iXL, Inc. Barry T.
Sikes............ 252,000 308,500 1,203,000 1,205,250 Executive Vice President for Worldwide

Operations (1) Calculated by determining the difference between the deemed fair market value of the
securities on December 31, 1998 underlying the options (based on preliminary valuations of the
Company performed by independent appraisers at the request of the Company) and the exercise price.
(2) Includes 635,900 options granted to Mr. Kevin Wall prior to the acquisition of BoxTop Interactive,

Inc. at an exercise price of $0.95 per share.
Stock Option Plans

1996 Stock Option Plan General. The Company's 1996 Stock Option Plan (the "1996 Stock Option
Plan") was established to promote the success of the Company by providing an additional means to
attract and retain key personnel through added long term incentives for high levels of performance and
for significant efforts to improve the financial performance of the Company. The 1996 Stock Option
Plan authorizes the granting of options for up to an aggregate maximum of 25 million shares of the
Company's Common Stock to employees of the Company. As options lapse or terminate without
exercise, any unpurchased shares previously subject to such lapsed or terminated options may be

available for further options under the 1996 Stock Option Plan.

Administration. The 1996 Stock Option Plan is administered by the Compensation Committee, which
as of the date of this prospectus is comprised of Mr. Thomas R. Wall, Mr. Bynum and Mr. Greene. The

Compensation Committee may delegate administrative functions to individuals who are officers or



employees of the Company.

The Compensation Committee has the authority to construe and interpret the 1996 Stock Option Plan
and any agreements defining the rights and obligations of the Company and Eligible Employees (as
defined below) who receive options awards under the 1996 Stock Option Plan, to further define the
terms used in the 1996 Stock Option Plan, to prescribe, amend and rescind rules and regulations
relating to administration of the 1996 Stock Option Plan, to determine the duration and purposes of
leaves of absence which may be granted to Participants without constituting a termination of their
employment for purposes of the 1996 Stock Option Plan and to make all other determinations
necessary or advisable for the administration of the 1996 Stock Option Plan. Determinations of the

Compensation Committee on the foregoing matters are conclusive.

Grant of Options. Awards of options to purchase Common Stock under the 1996 Stock Option Plan
may be granted only to employees of the Company ("Eligible Employees"). Members of the Board who
are not employees of the Company are not eligible to receive Awards. Options may be granted to
Eligible Employees by action of the Compensation Committee. The Compensation Committee
determines the terms of each option (which need not be identical) and the number of shares of
Common Stock subject to each option. Each option is subject to the terms and conditions set forth in
the 1996 Stock Option Plan and such other terms and conditions established by the Compensation
Committee as are not inconsistent with the purpose and provisions of the 1996 Stock Option Plan.
Each option granted is designated as either a Nonqualified Stock Option or an Incentive Stock Option
(as defined in the 1996 Stock Option Plan).

The Company expects that most options granted pursuant to the 1996 Stock Option Plan will be
subject to vesting (with respect to the exercise thereof) over a period of years, such as 20% increments
each year over a period of five years, during which the optionholder must continue to be an employee
of the Company or one of its subsidiaries. The Compensation Committee, however, may choose to
impose different vesting requirements or none at all. An optionholder has no rights as a stockholder of
the Company with respect to any shares covered by his or her option until the date a stock certificate is

issued for such shares following his or her exercise of such option.

Exercise of Options. Except as otherwise provided in the 1996 Stock Option Plan, an option may be
exercised, in whole or in part, on the date or dates specified in the Award Agreement executed by and
between the Company and an Eligible Employee and thereafter shall remain exercisable until the
expiration or earlier termination of the such option. Not less than 10 shares of Common Stock may be
purchased at one time unless the number purchased is the total number at the time available for
purchase under the terms of the option. No option granted pursuant to the 1996 Stock Option Plan is
transferable by an optionholder other than by will or by the applicable laws of descent and distribution,
and such option is exercisable during the Eligible Employee's lifetime only by the Eligible Employee.

1998 Non-Employee Stock Option Plan The Company's 1998 Non-Employee Stock Option Plan (the
"1998 Stock Option Plan") contains essentially the same terms as the 1996 Stock Option Plan, except
that the 1998 Stock Option Plan was established for grants to persons who are not employees of the



Company. The 1998 Stock Option Plan authorizes the granting of options for up to an aggregate

maximum of 1 million shares of the Company's Common Stock.

1999 Employee Stock Option Plan Prior to the consummation of the offering, the Board of Directors
will adopt and the stockholders of the Company will approve the 1999 iXL Enterprises, Inc. Stock
Option Plan (the "1999 Stock Option Plan"). The 1999 Stock Option Plan provides for the grant of

stock options, including incentive stock options.

Stock options may be granted to key employees, including executive officers of the Company, its
subsidiaries and affiliates. The number of employees participating in the 1999 Stock Option Plan will
vary from year to year. The shares to be granted with respect to options under the 1999 Stock Option
Plan shall be shares of Common Stock, may consist, in whole or in part, of treasury stock or authorized
but unissued stock not reserved for any other purpose and may not exceed 5 million, as such number

may be adjusted to reflect changes in the Company's capitalization.

If shares subject to an option under the 1999 Stock Option Plan cease to be subject to such option,
such shares will again be available for future grant under the 1999 Stock Option Plan. In the event of
certain changes in the Company's capital structure affecting the Common Stock, the Compensation
Committee may make appropriate adjustments in the number and kinds of shares that may be awarded
and in the number and kinds of shares covered by options then outstanding under the 1999 Stock
Option Plan, and, where applicable, exercise price of outstanding options under the 1999 Stock Option
Plan. The 1999 Stock Option Plan will be administered by the Compensation Committee.

The Compensation Committee may grant options to purchase shares of Common Stock that are either
"qualified,” which includes those awards that satisfy the requirements of Section 422 of the Code for
incentive stock options, or "nonqualified," which includes those awards that are not intended to satisfy
the requirements of Section 422 of the Internal Revenue Code of 1986, as amended. Under the terms
of the 1999 Stock Option Plan, the exercise price of the options will, unless the Compensation
Committee determines otherwise, not be less than such Common Stock's fair market value at the time
of grant. The exercise price of the options is payable in cash or its equivalent or by exchanging shares
of Common Stock owned by the participant, through an arrangement with a broker approved by the
Company whereby payment of the exercise price is accomplished with the proceeds of the sale of

Common Stock, or by a combination of the foregoing.

The options will generally have a term of ten years, unless the Compensation Committee specifies a
shorter term, and will become exercisable following the performance of a minimum period of service
or the satisfaction of performance goals, as determined by the Compensation Committee. If an option
holder ceases employment with the Company as a result of the holder's (a) death, (b) disability, or (c)
retirement, the holder (or his or her beneficiary or legal representative) may exercise any then
exercisable option for a period of one year (or such greater or lesser period as determined by the
Compensation Committee at grant), but in no event after the date the option otherwise expires. If an
option holder's employment is terminated for any other reason, the holder may exercise any then

exercisable option for a period of 30 days (or such greater period not exceeding 90 days as determined



by the Compensation Committee), but in no event after the date the option otherwise expires;
provided that if the holder's employment is terminated for cause (as defined in the 1999 Stock Option

Plan) all of his or her options will immediately terminate, regardless of whether then exercisable.

If there is a "change in control," all options that are not then vested will become vested unless the
options are either assumed or substituted for equivalent options by the new controlling entity

following the change in control.

Certain Transactions

Equity Investments

The following table sets forth the number of shares of Common Stock, warrants to purchase Common
Stock and shares of Class D Nonvoting Preferred Stock, purchased by the Company's executive officers,
directors, five percent stockholders and their respective affiliates and certain related parties:

Class D Investor Common Stock Warrants(9) Preferred
Stock(10)

[ N 5,538,500(1) 639,000 9,000
GECC. oottt ittt i e 2,038,400(2) 177,500 2,500
Greystone Capital Partners I,

T 1,000,000(3) -- --
KELSO .t seeeeee e, 13,837,000(4) -- 10,000(11)
U. Bertram Ellis, Jr. ......... 1,400,000(5) -- 1,000
William C. Nussey.............. 10,000(6) -- --
David Clauson.........ouueunn.. 100,000(7) -- --
John ROCCO. .ot 61,500(8) -- --

(1) All shares purchased for $3.25 per share. (2) 1,538,400 shares purchased for $3.25 per share and
500,000 shares purchased for $10.00 per share. Includes 500,000 shares purchased for $10.00 per
share by General Electric Capital Assurance Company, an indirect wholly- owned subsidiary of GECC.
(3) All shares purchased for $10.00 per share. Greystone Capital Partners I, L.P. is an affiliate of
Thomas G. Rosencrants, a director of the Company. (4) 9,925,000 shares purchased for $1.00 per share
and 3,912,000 shares purchased for $2.50 per share. Includes 12,911,300 shares held by Kelso
Investment Associates V, L.P. and 925,700 shares held by Kelso Equity Partners V, L.P. Excludes shares
issuable as payment of advisory fee to an affiliate of Kelso in connection with the closing of this
offering. (5) 1,000,000 shares purchased for $1.00 per share and 400,000 shares purchased for $2.50
per share. (6) All shares purchased for $10.00 per share. (7) All shares purchased for $10.00 per share.
As payment of a portion of the purchase price for the 100,000 shares of Common Stock which Mr.
Clauson purchased from the Company, Mr. Clauson executed in favor of the Company a promissory
note in the original principal amount of $900,000. This note is a non-recourse note secured by a pledge
of the 100,000 shares of Common Stock held by Mr. Clauson. (8) All shares purchased for $3.25 per



share. John Rocco is James Rocco's brother. (9) All Warrants exercisable for $4.58 per share. (10) All
shares purchased for $1,000 per share. (11) Includes 9,000 shares held by Kelso Investment Associates
V, L.P. and 1,000 shares held by Kelso Equity Partners V, L.P.

Acquisitions

In April 1996, the Company acquired Creative Video, Inc., Creative Video Library, Inc., and
Entrepreneur Television, Inc. In connection with that transaction, Mr. Rocco received 1,055,300 shares
of Common Stock, valued at $1.00 per share for the purpose of such acquisition, in exchange for his
capital stock holdings in such acquired entities, and Mr. Sikes received 221,100 shares of Common
Stock, valued at $1.00 per share for the purpose of such acquisition, in exchange for his capital stock
holdings in such acquired entities. In May 1997, the Company acquired BoxTop Interactive, Inc. In
connection with that transaction, Mr. Kevin Wall received 1,773,600 shares of Common Stock, valued
at $2.50 per share for the purpose of such acquisition, in exchange for his capital stock holdings in

BoxTop Interactive, Inc.
Loans

From February 1997 to August 1998, Mr. Ellis and/or his wife made nine separate loans to the
Company in an aggregate principal amount of $12 million. The maximum principal balance of these
loans at any one time was $6 million. All such loans accrued interest at a rate of either 10% or 12% per
annum. All such loans have been repaid in full with accrued interest. From September 1997 to
December 1997, Mr. James R. Rocco loaned the Company $300,000. These loans accrued interest at a
rate of 12% per annum, and have been repaid in full with accrued interest. From May 30, 1997 to
March 30, 1998, Mr. Kevin Wall borrowed a maximum aggregate amount of $268,753 from the
Company, at an interest rate of 8% per annum; this loan was repaid on March 30, 1998 from the
proceeds of the sale by Mr. Kevin Wall to the Company of 184,616 shares of Common Stock for a
purchase price of $3.25 per share.

Chase Bank is the Administrative Agent and sole lender under the Credit Facility. Chase Bank is a

limited partner of CB.
Other Transactions

In April 1996, the Company paid Kelso & Company a fee of $150,000 for financial advisory services
and reimbursed Kelso & Company for out-of-pocket expenses incurred in connection with rendering
such services. In addition, the Company agreed to pay Kelso & Company an annual fee of $15,000 for
financial advisory services and to reimburse Kelso for out-of-pocket expenses incurred, which in 1998
totaled approximately $85,000. The Company has also agreed to indemnify Kelso & Company against
certain claims, losses, damages, liabilities and expenses which may arise in connection with rendering
such financial advisory services. Kelso has agreed, other than with respect to such indemnification and
expenses provisions, to terminate its annual financial services agreement. In connection with the
offering, the Company has agreed to pay Kelso & Company a fee (the "Kelso Fee") equal to $750,000,

payable in shares of Common Stock, valued at the offering price.



The Company has issued to General Electric Capital Corporation warrants to purchase 500,000 shares

of Common Stock at an exercise price of $10.00 per share in exchange for certain marketing services.

The stockholders of iXL Interactive Excellence, Inc. were parties to a Stock Option Agreement, dated
October 24, 1994 (the "Option Agreement"), pursuant to which Ellis Communications, Inc. ("ECI") had
an option to acquire 100% of the capital stock of iXL, Interactive Excellence, Inc. from such
stockholders. ECI and such iXL Interactive Excellence, Inc. stockholders desired to terminate the
Option Agreement, and pursuant to a Termination Agreement dated March 26, 1996 and a fairness
opinion from an investment banking firm, such iXL Interactive Excellence, Inc. stockholders paid ECI
$100,000 as consideration for termination of the Option Agreement. ECI, at such time, was controlled
by affiliates of Kelso, and Mr. Ellis was the President, Chief Executive Officer and Chairman of the
Board of Directors of ECI.

Mr. Ellis is a limited partner in the partnership that owns the building in which the Company began
leasing space in May 1997. Pursuant to the terms of the lease, the Company pays rent of approximately
$93,000 per month, and the lease expires December 31, 2008. The Company believes its lease of such
space is at fair market value and was negotiated on an arm's length basis. Mr. Ellis is a director and

shareholder of WebMD, Inc., which is a significant customer of the Company.

In June 1998, iXL, Inc. created a new wholly-owned subsidiary, Permit.Com, Inc., a Delaware
corporation. In exchange for additional stock of Permit.Com, Inc., iXL, Inc. then transferred all of the
assets related to the Permit.Com division and operations of iXL, Inc. to Permit.Com, Inc. Subsequently,
the sole director of iXL, Inc. approved and declared a dividend of all of the outstanding common stock
(100,000 shares) of Permit.Com, Inc. to the Company as the sole shareholder of iXL, Inc. On June 26,
1998, the Board of Directors of the Company approved and declared a dividend of the common stock
of Permit.Com, Inc. payable to stockholders of the Company of record as of June 1, 1998. The
aggregate value of this dividend was approximately $420,000, or $4.20 per share.

Each of the Company and CFN provide services in the ordinary course of business to CB, GECC, and

Kelso, or their respective affiliates. In 1998 the Company recognized revenues of approximately $1.5
million, $300,000 and $200,000, respectively, from CB, Kelso and GECC or their respective affiliates.

The Company has entered into a Stockholders' Agreement with certain of its stockholders. The
Company has also entered into a Registration Rights Agreement with its stockholders. See
"Management--Amended Stockholders Agreement" and "Description of Capital Stock--Registration
Rights Agreement."

GECC has the right to exchange its shares of preferred stock in CFN for shares of the Company's
Common Stock upon certain events effecting a change of control of CFN or upon certain
circumstances after November 3, 2001. The exchange ratio is based on the market value of Common
Stock and the appraised value of the CFN common stock into which the CFN preferred stock is
convertible (or, in certain circumstances, the liquidation value of the CFN preferred stock). See

"Description of Capital Stock--CFN's Series A Convertible Preferred Stock."



At the closing of this offering, the Company expects to exchange shares of Common Stock for all
outstanding shares of Class D Nonvoting Preferred Stock. The exchange ratio is based on the
redemption value of such Class D Nonvoting Preferred Stock and the offering price of Common Stock.
Pursuant to such exchange, Kelso, CB, and GECC will receive ,, and shares of Common Stock,

respectively.

Principal Stockholders

The following table sets forth certain information known to the Company with respect to the beneficial
ownership of the Common Stock as of February 5, 1999 and as adjusted to reflect the sale of Common
Stock offered by the Company hereby for (a) each stockholder who is known by the Company to
beneficially own more than 5% of the Common Stock (b) each of the Company's directors, (c) each

Named Executive Officer and (d) all directors and executive officers of the Company as a group:

Shares of Percentage Ownership

Named Executive Common Stock ------==--—————ceo
Officers, Directors Beneficially Prior to the After the
and 5% Stockholders Owned(1)(2) Offering Offering

Kelso Investment Associates V, L.P. and

Kelso Equity Partners V, L.P.(3)......... 13,635,900 29.1% %
Joseph S. Schuchert(3)........... ... .. - -
Frank T. Nickell(3)(4)........ccvvuiue.... - -
Thomas R. Wall, IV(3)(5)...uviurunnnn.. - -
George E. Matelich(3).........cuvvunn... - -
Michael B. Goldberg(3)........ccvvuuun.. - -
David I. Wahrhaftig(3)............c..... - -
Frank K. Bynum, Jr.(3).......cccuuunn... -
Philip E. Berney(3).....cvuiieiunuenennn. 10,000 *
c/o Kelso & Company
320 Park Avenue
24th Floor
New York, NY 10022

CB Capital Investors, L.P.(6)............. 6,177,500 13.0%
I. Robert Greene(7)....cvviiiinnnnnnn.. - -
380 Madison Avenue
12th Floor
New York, NY 10017-2591

General Electric Capital Corporation and

General Electric Capital Assurance

Company(8) . v vii it e et e 2,715,900 5.7%
120 Long Ridge Road
Stamford, CT

U. Bertram Ellis, Jr.(9)....covvvvinnn.... 2,734,100 5.7%
Kevin M. Wall(10).....ovveinninnennennnn. 2,292,884 4.8%
James R. Rocco(dl)...vviiiiniiinninnnnnnn. 1,207,040 2.6%
William C. Nussey(12)........cvuiniininnnnn 627,834 1.3%
Barry T. Sikes(13) ... .iiiiinrinnennennnnnn 473,100 1.0%
Thomas G. Rosencrants(14)................. 1,000,000 2.1%
All Directors and Executive Officers as a

Group (11 PerSONS)..vveeeeereeeenennnnnnn 28,467,292 56%

* Less than 1% of the outstanding shares of the class of securities. (1) Beneficial ownership is
determined in accordance with the rules of the Securities and Exchange Commission and generally

includes voting or investment power with respect to securities. Except as indicated by footnote, and



subject to community property laws where applicable, the persons named in the table above have sole
voting and investment power with respect to all shares of Common Stock. (2) Number of shares
beneficially owned includes shares of Common Stock issuable upon the exercise of options or warrants
that are currently exercisable or exercisable within 60 days of February 5, 1999. Percentage of
beneficial ownership is based on 46,893,989 shares of Common Stock outstanding as of February 5,

1999, shares of Common Stock outstanding after completion of this offering.

(3) Messrs. Schuchert, Nickell, Wall, Matelich, Goldberg, Wahrhaftig, Bynum and Berney may be
deemed to share beneficial ownership of shares of Common Stock owned of record by Kelso
Investment Associates V, L.P. and Kelso Equity Partners V, L.P., by virtue of their status as general
partners of the general partner of Kelso Investment Associates V, L.P. and as general partners of Kelso
Equity Partners V, L.P. Messrs. Schuchert, Nickell, Wall, Matelich, Goldberg, Wahrhaftig, Bynum and
Berney share investment and voting power with respect to securities owned by Kelso Investment
Associates V, L.P. and Kelso Equity Partners V, L.P.,, but disclaim beneficial ownership of such
securities. Number of shares of Common Stock (a) includes 12,911,300 shares held by Kelso
Investment Associates V, L.P. and 724,600 shares held by Kelso Equity Partners V, L.P, and (b) excludes
(1) shares and shares issuable to Kelso Investment Associates V, L.P. and Kelso Equity Partners V, L.P,
respectively, upon the Class D Preferred Stock Exchange, and (ii) shares Kelso Equity Partners V, L.P.
will acquire from Kelso & Company immediately after payment of the Kelso fee. Kelso Investment
Associates V, L.P. and Kelso Equity Partners V, L.P., due to their common control, could be deemed to
beneficially own each of the other's shares, but disclaim such beneficial ownership. (4) Mr. Nickell could
be deemed to beneficially own 800 shares of Common Stock owned by trusts of which Mr. Nickell is
the trustee; however, Mr. Nickell disclaims such beneficial ownership. (5) Mr. Thomas Wall could be
deemed to beneficially own 200,300 shares of Common Stock owned by trusts of which Mr. Wall is the
trustee; however, Mr. Wall disclaims such beneficial ownership. (6) Number of shares excludes shares
issuable upon the Class D Preferred Stock Exchange. (7) Mr. Greene is a general partner of Chase
Capital Partners, a New York general partnership ("Chase Capital Partners") which is the general
partner of CB. Accordingly, Mr. Greene could be deemed to beneficially own the shares beneficially
owned by CB. However, Mr. Greene disclaims beneficial ownership of all Common Stock owned by CB,
except an indeterminate number thereof in which he has a pecuniary interest as a general partner of
Chase Capital Partners. (8) Number of shares (a) includes 2,215,900 shares held by General Electric
Capital Corporation and 500,000 shares held by General Electric Capital Assurance Corporation, and
(b) excludes shares issuable upon the Class D Preferred Stock Exchange. (9) Includes 1,330,000 shares
of Common Stock issuable upon exercise of options exercisable within 60 days from the date hereof.
Excludes (a) 558,889 shares of Common Stock issuable upon exercise of options which are not
exercisable within 60 days from the date hereof and (b) shares issuable upon the Class D Preferred
Stock Exchange. (10) Includes 703,900 shares of Common Stock issuable upon exercise of options
exercisable within 60 days from the date hereof. Excludes 102,000 shares of Common Stock issuable
upon exercise of options which are not exercisable within 60 days from the date hereof. (11) Includes
178,740 shares of Common Stock issuable upon exercise of options exercisable within 60 days from
the date hereof. Excludes 225,116 shares of Common Stock issuable upon exercise of options which

are not exercisable within 60 days from the date hereof. (12) Includes 617,834 shares of Common



Stock issuable upon exercise of options exercisable within 60 days from the date hereof. Excludes
1,226,442 shares of Common Stock issuable upon exercise of options which are not exercisable within
60 days from the date hereof. (13) Includes 252,000 shares of Common Stock issuable upon exercise of
options exercisable within 60 days from the date hereof. Excludes 308,500 shares of Common Stock
issuable upon exercise of options which are not exercisable within 60 days from the date hereof. (14)
Mr. Rosencrants is a general partner of Greystone Capital Partners I, L.P., which holds 1,000,000

shares of Common Stock. Mr. Rosencrants disclaims beneficial ownership of such shares.

Description of Capital Stock

The following description of the capital stock of the Company and certain provisions of the
Company's Certificate of Incorporation and Bylaws is a summary and is qualified in its entirety by the
provisions of the Certificate of Incorporation and Bylaws, which have been filed as exhibits to the

Company's Registration Statement of which this prospectus is a part.

Upon the closing of this offering, the authorized capital stock of the Company will be 205,000,000
shares, consisting of 200,000,000 shares of Common Stock, par value $0.01 per share, and 5,000,000
shares of undesignated Preferred Stock, par value $0.01 per share.

Common Stock

As of February 5, 1999 there were 46,893,989 shares of Common Stock outstanding held of record by
256 stockholders.

Common Stock is entitled to one vote per share on all matters on which stockholders are entitled to
vote. The Common Stock does not have cumulative voting rights or other preemptive or subscription
rights, and is not redeemable by the Company. Holders of shares of Common Stock are entitled to any
dividends as may be declared by the Board of Directors out of legally available funds. Upon liquidation,
dissolution or winding up of the Company, after required payments to creditors, the assets of the

Company will be divided pro rata on a per share basis among the holders of the Common Stock.

CFN's Series A Convertible Preferred Stock Until November 3, 1998, CFN was owned 100% by the
Company. On November 3, 1998 CFN issued shares of Series A Exchangeable Convertible Preferred
Stock (the "CFN Preferred Stock") representing approximately 12% of its equity to GECC, on an as-
converted basis. Each share of CFN Preferred Stock is convertible into one share of CFN's common
stock at the option of the holder, based on the current conversion rate. CFN Preferred Stock, which is
mandatorily redeemable, may also be exchanged for Common Stock of the Company under two
separate exchange rights. First, an exchange may be made upon a change of control of CFN, unless (a)
the change of control transaction triggers certain co-sale rights and obligations set forth in the CFN
stockholders' agreement, (b) the change of control transaction involves the issuance of securities of
CFN and the holders of CFN Preferred Stock choose to exercise their preemptive rights with respect to
such issuance, or (c) the transaction effecting the change of control is a qualified public offering.
Second, an exchange may be made after November 3, 2001, unless the Company is no longer a
stockholder of CFN or a qualified public offering of the common stock of CFN has occurred. In either



case, the exchange rate will be based on the relative value of CFN and the Company. The value of CFN
Preferred Stock upon a change of control transaction shall be the price per share paid in connection
with such transaction. The value of CFN Preferred Stock under the exchange right available after
November 3, 2001 will be the greater of the liquidation value of such stock or the appraised fair market
value of such stock assuming a conversion of such stock into the Common Stock of CFN. CFN
Preferred Stock will then be converted into an equivalent value of the Company's Common Stock
based on a trailing average of closing price of the Company's Common Stock if such stock is publicly

traded, or the most recent appraisal of the Company if such stock is not publicly traded.

Blank Check Preferred Stock Effective upon the closing of this offering, the Board of Directors will
have the authority, without further action by the stockholders, to issue up to 5,000,000 shares of
Preferred Stock in one or more series, and to fix the rights, designations, preferences, privileges,
qualifications and restrictions of the Preferred Stock, including dividend rights, conversion rights,
voting rights, rights and terms of redemption, liquidation preferences and sinking fund terms, any or

all of which may be greater than the rights of the Common Stock.

No shares of Preferred Stock will be outstanding upon the closing of this offering. The issuance of
Preferred Stock could adversely affect the voting power of holders of Common Stock and the
likelihood that such holders will receive dividend payments and payments upon liquidation. Such
issuance could have the effect of decreasing the market price of the Common Stock. The issuance of
Preferred Stock may have the effect of delaying, deterring or preventing a change in control of the
Company without any further action by the stockholders. The Company has no present plans to issue
any shares of Preferred Stock.

Registration Rights Agreement The Company, Kelso and certain other stockholders of the Company
are parties to a Registration Rights Agreement, dated as of April 30, 1996 (the "Registration
Agreement"). All shares of Common Stock outstanding prior to this offering, as well as (a) all shares of
Common Stock issuable upon exercise of certain warrants outstanding prior to this offering, (b) all
shares of Common Stock issuable upon the exchange of the Class D Nonvoting Preferred Stock upon
the closing of this offering, and (c) all shares of Common Stock to be held by Kelso Equity PartnersV,
L.P. that are issuable in connection with the Kelso Fee, are subject to the Registration Agreement.
Pursuant to the Registration Agreement, at any time and from time to time after May 1, 1997, the
holder or holders of 50% or more (the "Majority Stockholder") of the Registrable Securities (as defined
in the Registration Agreement) may request that the Company effect a registration (a "Demand
Registration") under the Securities Act of the Registrable Securities held by the Majority Stockholder.
After such request, the Company must use its best efforts to effect such a registration of all Registrable
Securities held by the Majority Stockholder and all other holders of Registrable Securities. In addition
to the Demand Registration, if the Company at any time proposes to effect a registration of its equity
securities and the type of registration so permits, all holders of Registrable Securities may include their
shares in such registration (a "Piggyback Registration"). In certain circumstances, the number of shares
to be registered pursuant to a Demand Registration or a Piggyback Registration may be reduced on a
pro rata basis if the managing underwriter (in an underwritten offering) or the investment banker (in a

non-underwritten offering) advises the Company that the number of shares requested to be so



included exceeds the number which can be sold in such offering. The Registration Agreement provides
for cross- indemnification by the Company and the sellers of Registrable Securities for losses, claims
and damages incurred by the other resulting from untrue statements or omissions contained in the
registration statement. All expenses incurred in connection with each registration under the
Registration Agreement will be paid by the Company. Additionally, pursuant to the Registration
Agreement, all stockholders who have purchased iXL's capital stock prior to this offering have agreed
not to effect any public sale or distribution of their stock during the 180 days after the closing of this

offering. For a description of the Kelso Fee described above, see "Certain Transactions."

Certain Antitakeover Effects of Provisions of the Certificate of Incorporation, Bylaws and Delaware
Law General. Certain provisions of the Delaware General Corporation Law and the Company's
Certificate of Incorporation and Bylaws could have the effect of making it more difficult for a third
party to acquire, or of discouraging a third party to acquire, control of the Company. Such provisions
could limit the price that certain investors might be willing to pay in the future for shares of the
Company's Common Stock. These provisions of Delaware law and the Company's Certificate of
Incorporation and Bylaws may also have the effect of discouraging or preventing certain types of
transactions involving an actual or threatened change of control of the Company (including unsolicited
takeover attempts), even though such a transaction may offer the Company's stockholders the
opportunity to sell their stock at a price above the prevailing market price. The Certificate of
Incorporation allows the Company to issue Preferred Stock with rights senior to those of the Common
Stock and other rights that could adversely affect the interests of holders of Common Stock, which
could decrease the amount of earnings or assets available for distribution to the holders of Common
Stock or could adversely affect the rights and powers, including voting rights, of the holders of
Common Stock. In certain circumstances, such issuance could have the effect of decreasing the market
price of the Common Stock, as well as having the anti-takeover effect discussed above. See "Risk
Factors--Provisions of Our Certificate of Incorporation, Bylaws and Delaware Law Could Deter

Takeover Attempts."

Delaware Takeover Statute. The Company is subject to Section 203 of the Delaware General
Corporation Law ("Section 203"), which prohibits a Delaware corporation from engaging in a "business
combination" with certain persons ("Interested Stockholders") for three years following the date any
such person becomes an Interested Stockholder. Interested Stockholders generally include (a) persons
who are the beneficial owners of 15% or more of the outstanding voting stock of the corporation and
(b) persons who are affiliates or associates of the corporation and who hold 15% or more of the
corporation's outstanding voting stock at any time within three years before the date on which such
person's status as an Interested Stockholder is determined. Subject to certain exceptions, a business
combination includes, among other things, (a) a merger or consolidation, (b) the sale, lease, exchange,
mortgage, pledge, transfer or other disposition of assets having an aggregate market value equal to 10%
or more of either the aggregate market value of all assets of the corporation determined on a
consolidated basis or the aggregate market value of all the outstanding stock of the corporation, (c) any
transaction that results in the issuance or transfer by the corporation of any stock of the corporation to

the Interested Stockholder, except pursuant to a transaction that effects a pro rata distribution to all



stockholders of the corporation, (d) any transaction involving the corporation that has the effect of
increasing the proportionate share of the stock of any class or series, or securities convertible into the
stock of any class or series, of the corporation that is owned directly or indirectly by the Interested
Stockholder, or (e) any receipt by the Interested Stockholder of the benefit (except proportionately as a
stockholder) of any loans, advances, guarantees, pledges or other financial benefits provided by or

through the corporation.

Section 203 does not apply to a business corporation if (a) before a person becomes an Interested
Stockholder, the board of directors of the corporation approved the transaction in which the Interested
Stockholder became an Interested Stockholder or approved the business combination, or (b) upon
consummation of the transaction that resulted in the Interested Stockholder becoming an Interested
Stockholder, the Interested Stockholder owned at least 85% of the voting stock of the corporation
outstanding at the time the transaction commenced, other than the affirmative vote of the holders of at

least two-thirds of the outstanding voting stock of the corporation not owned by the Interested

Stockholder.

Certificate of Incorporation and Bylaws. The Company's Bylaws also require that special meetings of
the stockholders of the Company may be called only by the Board of Directors, the Chief Executive
Officer of the Company or by any person or persons holding shares representing at least 20% of the
outstanding capital stock. The Company's Bylaws also require advance written notice, which must be
received by the Secretary of the Company not less than 90 days prior to the meeting, by a stockholder
of a proposal or directors nomination which such stockholder desires to present at an annual or special
meeting of stockholders. The Company's Certificate of Incorporation does not include a provision for
cumulative voting in the election of directors. Under cumulative voting, a minority stockholder holding
a sufficient number of shares may be able to ensure the election of one or more directors. The absence
of cumulative voting may have the effect of limiting the ability of minority stockholders to effect
changes in the Board of Directors and, as a result, may have the effect of deterring a hostile takeover or

delaying or preventing changes in control or management of the Company.

The Company's Bylaws provide that the authorized number of directors may be changed by an
amendment to the Bylaws adopted by the Board of Directors or by the stockholders. Vacancies in the
Board of Directors may be filled either by holders of a majority of the Company's voting stock or by a
majority of directors in office, although less than a quorum. See "Risk Factors--Provisions of Our

Certificate of Incorporation, Bylaws and Delaware Law Could Deter Takeover Attempts."

No Shareholder Action by Written Consent. The Restated Certificate of Incorporation will prohibit
stockholders from taking action by written consent in lieu of an annual or special meeting, and thus
stockholders will only be able to take action at an annual or special meeting called in accordance with

the Amended By-Laws.

Transfer Agent and Registrar SunTrust Bank, Atlanta has been appointed as transfer agent and

registrar for the Common Stock.

Listing



Application will be made to list the Common Stock for quotation on the Nasdaq National Market
under the trading symbol "IIXL."

Shares Eligible for Future Sale

Upon completion of the offering, the Company will have outstanding an aggregate of shares of
Common Stock, assuming no exercise of the Underwriters' over-allotment option and no exercise of
outstanding options. Of these shares, all of the shares sold in this offering will be freely tradeable,
unless such shares are purchased by affiliates of the Company, as that term is defined in Rule 144 under
the Securities Act . The remaining shares of Common Stock held by stockholders are "restricted
securities" as that term is defined in Rule 144 under the Securities Act of 1933. Restricted securities
may be sold in the public market only if registered or if they qualify for an exemption from registration
under Rules 144 or 701 promulgated under the Securities Act. As a result of contractual restrictions,
the 180 day lock-ups described below and the provisions of Rules 144 and 701, additional shares will
be available for sale in the public market as follows: (a) no restricted securities will be eligible for
immediate sale on the date of this prospectus; (b) restricted securities issuable pursuant to stock
options will be eligible for sale 90 days after the date of this prospectus; (c) restricted Securities (plus
shares of Common Stock issuable pursuant to stock options) will be eligible for sale upon expiration of
the lock-up agreements described below 180 days after the date of this prospectus; and (d) the
remainder of the restricted securities will be eligible for sale from time to time thereafter upon

expiration of their respective one-year holding periods.

In general, under Rule 144 as currently in effect, a person (or persons whose shares are aggregated),
including an affiliate, who has beneficially owned Restricted Shares for at least one year from the later
of the date such restricted securities were acquired from the Company or (if applicable) from an
affiliate on the date on which they were fully paid, is entitled to sell, within any three-month period, a
number of shares that does not exceed the greater of (a) 1% of the then-outstanding shares of Common
Stock or (b) the average weekly trading volume of the Common Stock in the public market as reported
through the Nasdaq National Market during the four calendar weeks preceding such sale. Sales under
Rule 144 are also subject to certain requirements as to the manner and notice of sale and the

availability of public information about the Company.

Restricted securities held by affiliates of the Company are subject to the foregoing volume limitations,
holding period and other restrictions under Rule 144. Affiliates may sell shares other than restricted
securities in accordance with the foregoing volume limitations and other restrictions, but without

regard to any holding period.

Further, under Rule 144(k), if a period of at least two years has elapsed since the later of the date
restricted securities were acquired from the Company or from an affiliate of the Company or the date
on which they were fully paid, a holder of such restricted securities who is not an affiliate of the
Company at the time of sale, and has not been an affiliate of the Company for at least three months
prior to the sale, would be entitled to sell the shares immediately without regard to volume limitations

and the other conditions described above.



Prior to this offering, there has been no market for the Common Stock and no prediction can be made
as to the effect, if any, that the market sales of shares or the availability of such shares for sale will have
on the market price of the Common Stock from time to time. Nevertheless, sales of substantial
amounts of Common Stock in the public market could have an adverse impact on such market price

and the Company's ability to raise additional capital.

In general, under Rule 701 of the Securities Act as currently in effect, any employee, officer, director,
consultant or advisor of the Company who purchased shares from the Company in connection with a
compensatory stock or option plan or written employment agreement is eligible to resell such shares
90 days after the effective date of this offering in reliance on Rule 144, but without compliance with

certain restrictions, including the holding period, contained in Rule 144.

The Company may file a registration statement under the Securities Act to register shares of Common
Stock reserved for issuance under its Stock Option Plans after 180 days from the date of this
prospectus, thus permitting the resale of such shares by non-affiliates in the public market without
restriction under the Securities Act. See "Management--Stock Option Plans." Such registration
statement would become effective immediately upon filing. As of February 5, 1999, options to purchase
approximately 23,489,725 shares of Common Stock were outstanding under the Company's Stock
Option Plans.

The Company intends to register 4,000,000 shares of Common Stock pursuant to a "shelf™"
Registration Statement on Form S-4 for use in future acquisitions. After issuance, such shares could be
sold in the public markets, although it is anticipated that any such shares acquired within 180 days of
the date of this prospectus would be subject to lock-up agreements that would limit their ability to sell
shares of Common Stock for that 180-day period.

After the closing of this offering, the holders of approximately shares of Common Stock, including
approximately 1,986,006 shares of Common Stock issuable upon exercise of outstanding warrants, will
be entitled to certain rights with respect to the registration of such shares under the Securities Act. See

"Description of Capital Stock--Registration Rights Agreement."

The holders of substantially all of the shares of Common Stock, options and warrants currently
outstanding and all executive officers and directors of the Company have agreed that for a period of
180 days after the date of this prospectus they will not offer, sell or otherwise dispose of, any shares of
Common Stock, options or warrants to acquire shares of Common Stock or securities exchangeable for
or convertible into Common Stock. However, Merrill Lynch, in its sole discretion, may release such
persons from these lock-up agreements, in whole or in part, at any time without notice. Stockholders
holding a majority of the Common Stock outstanding prior to this offering have the right to demand
the registration of their shares for sale to the public market at any time after the expiration of the 180-
day lock-up described above. In addition, substantially all of the holders of shares of Common Stock
and warrants to purchase shares of Common Stock are entitled to certain rights to participate with
respect to registration of such shares for sale to the public market. There could also be shares of
Common Stock issuable upon the exercise of certain contingent rights of minority stockholders of

CFN to exchange their CFN capital stock for a currently undeterminable number of shares of Common



Stock. The Company may also file a Registration Statement on Form S-8 after 180 days of the date of
this prospectus to register shares of Common Stock reserved for issuance under its Stock Option Plans,
thus permitting the resale of shares of Common Stock received upon exercise of stock options by non-

affiliates in the public market without restriction under the Securities Act.

United States Federal Tax Considerations for Non-u.s. Holders

The following is a summary of certain United States federal income and estate tax consequences of the
ownership and disposition of Common Stock by non-U.S. holders. As used herein, "non-U.S. holder"
means any person or entity that holds Common Stock, other than (a) a citizen or resident of the United
States, (b) a corporation, partnership or other entity created or organized in the United States or under
the laws of the United States or of any state of the United States, (c) an estate whose income is
includable in gross income for U.S. federal income tax purposes regardless of its source or (d) a trust if
(1) a court within the United States is able to exercise primary supervision over the administration of
the trust and (2) at least one U.S. person has authority to control all substantial decisions of the trust.
Recently enacted legislation authorizes the issuance of Treasury Regulations that, under certain
circumstances, could reclassify as a non-U.S. partnership a partnership that would otherwise be treated
as a U.S. partnership, or could reclassify as a U.S. partnership a partnership that would otherwise be
treated as a non-U.S. partnership. Such regulations would apply only to partnerships created or
organized after the date that proposed Treasury Regulations are filed with the Federal Register (or, if
earlier, the date of issuance of a notice substantially describing the expected contents of the

regulations).

This summary is based on provisions of the U.S. Internal Revenue Code of 1986, as amended (the
"Code"), existing, temporary and proposed Treasury regulations promulgated thereunder (the "Treasury
Regulations") and administrative and judicial interpretations thereof; all as of the date hereof and all of

which are subject to change, possibly on a retroactive basis.

This summary is for general information only. The tax treatment of a particular non-U.S. holder may
vary depending on the holder's particular situation. In addition, this summary does not include any
description of the tax laws of any state, local or non-U.S. government that may be applicable to a
particular non-U.S. holder.

PROSPECTIVE PURCHASERS ARE URGED TO CONSULT THEIR OWN TAX ADVISORS WITH
RESPECT TO THE PARTICULAR U.S. FEDERAL INCOME AND ESTATE TAX CONSEQUENCES
TO THEM OF THE OWNERSHIP AND DISPOSITION OF COMMON STOCK, AS WELL AS THE
TAX CONSEQUENCES UNDER STATE, LOCAL, NON-U.S. AND OTHER U.S. FEDERAL TAX
LAWS AND THE POSSIBLE EFFECTS OF CHANGES IN TAX LAWS.

Income Tax

Dividends



Generally, dividends paid on Common Stock to a non-U.S. holder will be subject to U.S. federal income
tax. Except for dividends that are effectively connected with a non-U.S. holder's conduct of a trade or
business within the United States, this tax is imposed and collected by withholding at the rate of 30%
of the amount of the dividend, unless reduced by an applicable income tax treaty. Currently, dividends
paid to an address in a country other than the United States are presumed to be paid to a resident of

such country in determining the applicability of a treaty for such purposes.

However, under recently finalized Treasury Regulations relating to withholding of tax on non-U.S.
persons, which by their terms apply to dividend and other payments made after December 31, 1999
(the "Final Withholding Regulations"), a non-U.S. holder who is the beneficial owner (within the
meaning of the Final Withholding Regulations) of dividends paid on Common Stock and who wishes
to claim the benefit of an applicable treaty is generally required to satisfy certain certification and
documentation requirements, including (in certain cases) the need to make certain recertifications for
periods after December 31, 2000. Certain special rules apply to claims for treaty benefits made by non-
U.S. persons that are entities rather than individuals and to beneficial owners (within the meaning of
the Final Withholding Regulations) of dividends paid to entities in which such beneficial owners are

interest holders.

Except as may be otherwise provided in an applicable income tax treaty, dividends paid on Common
Stock to a non-U.S. holder that are effectively connected with the holder's conduct of a trade or
business within the United States are subject to tax at ordinary U.S. federal income tax rates, which tax
is not collected by withholding (except as described below under "Backup Withholding and
Information Reporting"). All or part of any effectively connected dividends received by a non-U.S.
corporation may also, under certain circumstances, be subject to an additional "branch profits" tax at a
30% rate, or such lower rate as may be specified by an applicable income tax treaty. A non-U.S. holder
who wishes to claim an exemption from withholding for effectively connected dividends is generally

required to satisfy certain certification and documentation requirements.

A non-U.S. holder that is eligible for a reduced rate of U.S. withholding tax pursuant to a tax treaty may
obtain a refund of any excess amounts withheld by filing an appropriate claim for refund with the U.S.

Internal Revenue Service (the "I.LR.S.").

Disposition of Common Stock Generally, non-U.S. holders will not be subject to U.S. federal income tax
(or withholding thereof) in respect of gain recognized on a disposition of Common Stock unless (a) the
gain is effectively connected with the holder's conduct of a trade or business within the United States
(in which case the "branch profits~" tax described above may also apply if the holder is a non- U.S.
corporation); (b) in the case of a holder who is a nonresident alien individual and holds Common Stock
as a capital asset, such holder is present in the United States for 183 or more days in the taxable year of
the sale and certain other conditions are met; (c) the Company is or has been a "United States real
property holding corporation” for U.S. federal income tax purposes (which the Company does not
believe it has been or is currently and does not expect to become in the future) and the holder has held
directly or constructively more than 5% of the outstanding Common Stock within the five- year period

ending on the date of the disposition, unless an exemption is provided under an applicable treaty; or



(d) the holder is an individual who lost U.S. citizenship within the 10-year period immediately
preceding the close of the taxable year of such disposition, unless such loss of citizenship did not have a

U.S. tax avoidance purpose.
Estate Tax

If an individual non-U.S. holder owns, or is treated as owning, Common Stock at the time of his or her
death, such stock would be includable in the individual's gross estate for U.S. federal estate tax
purposes and may be subject to U.S. federal estate tax imposed on the estates of nonresident aliens, in

the absence of a contrary provision contained in an applicable tax treaty.

Backup Withholding and Information Reporting Dividends Under current law, dividends paid on
Common Stock to a non-U.S. holder at an address outside the United States are generally exempt from
backup withholding tax and U.S. information reporting requirements (but not from regular
withholding tax as discussed above). Under the Final Withholding Regulations, for dividends paid after
December 31, 1999, a non-U.S. person must generally provide proper documentation indicating non-
U.S. status to a withholding agent in order to avoid backup withholding tax; however, dividends paid to
certain exempt recipients (not including individuals) will not be subject to backup withholding even if
such documentation is not provided if the withholding agent is allowed to rely on certain regulatory
presumptions concerning the recipient's non-U.S. status (including payment to an address outside the
United States).

Broker Sales

Payments of proceeds from the sale of Common Stock by a non-U.S. holder made to or through a U.S.
office of a broker are generally subject to both information reporting and backup withholding at a rate
of 31% unless the holder certifies its non-U.S. status under penalties of perjury or otherwise establishes
entitlement to an exemption. Payments of proceeds from the sale of Common Stock by a non-U.S.
holder made to or through a non-U.S. office of a broker generally will not be subject to information
reporting or backup withholding. However, payments made to or through certain non-U.S. offices,
including the non-U.S. offices of a U.S. broker, are generally subject to information reporting (but not
backup withholding) unless the holder certifies its non-U.S. status under penalties of perjury or

otherwise establishes entitlement to an exemption.

A non-U.S. holder may obtain a refund of any excess amounts withheld under the backup withholding

rules by filing an appropriate claim for refund with the L.R.S.

Underwriting

Merrill Lynch, Pierce, Fenner & Smith Incorporated ("Merrill Lynch"), Donaldson, Lufkin & Jenrette
Securities Corporation ("Donaldson, Lufkin & Jenrette"), BancBoston Robertson Stephens Inc. and
NationsBanc Montgomery Securities LLC are acting as representatives (the "Representatives”) of each
of the underwriters named below (the "U.S. Underwriters"). Subject to the terms and conditions set

forth in a U.S. purchase agreement (the "U.S. Purchase Agreement") among the Company and the U.S.



Underwriters, and concurrently with the sale of shares of Common Stock to the International
Managers (as defined below), the Company has agreed to sell to the U.S. Underwriters, and each of the
U.S. Underwriters severally and not jointly has agreed to purchase from the Company the number of

shares of Common Stock set forth opposite its name below.

Underwriter Number of

——————————— Shares
Merrill Lynch, Pierce, Fenner & Smith Incorporated.........ccoevvviccnninnniccncncnees Donaldson, Lufkin &
Jenrette Securities Corporation........ceceeeeee.. BancBoston Robertson Stephens Inc......cccoecevevenccncecececnennnene
NationsBanc Montgomery Securities LLC........ccccoceuveirivnnnnees TOtaluvieeict e

The Company has also entered into an international purchase agreement (the "International Purchase
Agreement") with certain underwriters outside the United States and Canada (the "International
Managers " and, together with the U.S. Underwriters, the "Underwriters") for whom Merrill Lynch
International, Donaldson, Lufkin & Jenrette International, BancBoston Robertson Stephens Inc. and
NationsBanc Montgomery Securities LLC are acting as lead managers (the "Lead Managers"). Subject to
the terms and conditions set forth in the International Purchase Agreement, and concurrently with the
sale of shares of Common Stock to the U.S. Underwriters pursuant to the U.S. Purchase Agreement, the
Company has agreed to sell to the International Managers, and the International Managers severally
have agreed to purchase from the Company, an aggregate of shares of Common Stock. The initial
public offering price per share and the total underwriting discount, per share of Common Stock are

identical under the U.S. Purchase Agreement and the International Purchase Agreement.

In the U.S. Purchase Agreement and the International Purchase Agreement, the several U.S.
Underwriters and the several International Managers, respectively, have agreed, subject to the terms
and conditions set forth therein, to purchase all of the shares of Common Stock being sold pursuant to
each such agreement if any of the shares of Common Stock being sold pursuant to such agreement are
purchased. In the event of a default by an Underwriter, the U.S. Purchase Agreement and the
International Purchase Agreement provide that, in certain circumstances, the purchase commitments
of non-defaulting Underwriters may be increased or the Purchase Agreements may be terminated. The
closings with respect to the sale of shares of Common Stock to be purchased by the U.S. Underwriters

and the International Managers are conditioned upon one another.

The Representatives have advised the Company that the U.S. Underwriters propose initially to offer
the shares of Common Stock to the public at the initial public offering price set forth on the cover page
of this prospectus and to certain dealers at such price less a concession not in excess of § per share of
Common Stock. The U.S. Underwriters may allow, and such dealers may reallow, a discount not in
excess of § per share of Common Stock to certain other dealers. After the initial public offering, the

public offering price, concession and discount may change.

The Company has granted options to the U.S. Underwriters, exercisable for 30 days after the date of
this prospectus, to purchase up to an aggregate of additional shares of Common Stock at the initial
public offering price set forth on the cover page of this prospectus, less the underwriting discount. The

U.S. Underwriters may exercise these options solely to cover over-allotments, if any, made on the sale



of the Common Stock offered hereby. To the extent that the U.S. Underwriters exercise these options,
each U.S. Underwriter will be obligated, subject to certain conditions, to purchase a number of
additional shares of Common Stock proportionate to such U.S. Underwriter's initial amount reflected
in the foregoing table. The Company has granted options to the International Managers, exercisable for
30 days after the date of this prospectus, to purchase up to an aggregate of additional shares of
Common Stock to cover over-allotments, if any, on terms similar to those granted to the U.S.

Underwriters.

The following table shows the per share and total underwriting discounts and commissions to be paid
by the Company to the Underwriters and the proceeds before expenses to the Company. This
information is presented assuming either no exercise or full exercise by the Underwriters of their over-

allotment options.

Per Share Without Option With Option

Public Offering Price............covuuun.. $ $ $
Underwriting Discount.................... $ $ $
Proceeds, before expenses, to the

COMPaANY .+ v et ettt ettt ettt $ $ $

The expenses of the offering (exclusive of the underwriting discount) are estimated at § and are

payable by the Company.

The shares of Common Stock are being offered by the several Underwriters, subject to prior sale, when,
as and if issued to and accepted by them, subject to approval of certain legal matters by counsel for the
Underwriters and certain other conditions. The Underwriters reserve the right to withdraw, cancel or

modify such offer and to reject orders in whole or in part.

At the Company's request, the Underwriters have reserved for sale, at the initial public offering price,
up to 10% of the shares offered hereby for employees, directors and other persons with relationships
with the Company who have expressed an interest in purchasing shares of Common Stock in the
offering. The number of shares of Common Stock available for sale to the general public will be
reduced to the extent such persons purchase such reserved shares. Any reserved shares not so
purchased will be offered by the Underwriters to the general public on the same basis as the other

shares offered hereby.

The Company and the Company's executive officers and directors and most existing stockholders have
agreed, subject to certain exceptions, not to directly or indirectly (a) offer, pledge, sell, contract to sell,
sell any option or contract to purchase, purchase any option or contract to sell, grant any option (other
than options granted by the Company pursuant its Stock Options Plans) right or warrant for the sale of
or otherwise dispose of or transfer any shares of Common Stock or securities convertible into
exchangeable or exercisable for Common Stock, whether now owned or thereafter acquired by the
person executing the agreement or with respect to which the person executing the agreement
thereafter acquires the power of disposition, or file a registration statement under the Securities Act
with respect to the foregoing (other than a registration statement on Form S-4 covering up to

4,000,000 shares of Common Stock to be issued in connection with acquisitions) or (b) enter into any



swap or other agreement that transfers, in whole or in part, the economic consequences of ownership
of the Common Stock whether any such swap or transaction is to be settled by delivery of Common
Stock or other securities, in cash or otherwise, without the prior written consent of Merrill Lynch on
behalf of the Underwriters for a period of 180 days after the date of this Prospectus. See "Shares
Eligible for Future Sale."

Prior to the offering, there has been no public market for the Common Stock of the Company. The
initial public offering price will be determined through negotiations between the Company and the
Representatives and the Lead Managers. The factors considered in determining the initial public
offering price, in addition to prevailing market conditions, are price-earnings ratio of publicly traded
companies that the Representatives and the Lead Managers believe to be comparable to the Company,
certain financial information of the Company, the history of, and the prospects for, the Company and
the industry in which it competes, and an assessment of the Company's management, its past and
present operations, the prospects for, and timing of, future revenues of the Company, the present state
of the Company's developments, and the above factors in relation to market values and various
valuation measures of other companies engaged in activities similar to the Company. There can be no
assurance that an active trading market will develop for the Common Stock or that the Common Stock
will trade in the public market subsequent to the offering at or above the initial public offering price.

The Underwriters do not expect sales of the Common Stock to any accounts over which they exercise

discretionary authority to exceed 5% of the number of shares being offered hereby.

The U.S. Underwriters and the International Managers have entered into an intersyndicate agreement
(the "Intersyndicate Agreement") that provides for the coordination of their activities. Pursuant to the
Intersyndicate Agreement, the U.S. Underwriters and the International Managers are permitted to sell
shares of Common Stock to each other for purposes of resale at the initial public offering price, less an
amount not greater than the selling concession. Under the terms of the Intersyndicate Agreement, the
U.S. Underwriters and any dealer to whom they sell shares of common stock will not offer to sell or sell
shares of common stock to persons who are non-U.S. or non-Canadian persons or to persons they
believe intend to resell to persons who are non-U.S. or non- Canadian persons, and the International
Managers and any dealer to whom they sell shares of common stock will not offer to sell or sell shares
of common stock to U.S. persons or to Canadian persons or to persons they believe intend to resell to

U.S. or Canadian persons, except in the case of transactions pursuant to the Intersyndicate Agreement.

The Company has agreed to indemnify the Underwriters against certain liabilities, including certain
liabilities under the Securities Act, or to contribute to payments the Underwriters may be required to

make in respect thereof.

Until the distribution of the Common Stock is completed, rules of the Securities and Exchange
Commission may limit the ability of the Underwriters and certain selling group members to bid for and
purchase the Common Stock. As an exception to these rules, the Representatives are permitted to
engage in certain transactions that stabilize the price of the Common Stock. Such transactions consist

of bids or purchases for the purpose of pegging, fixing or maintaining the price of the Common Stock.



If the Underwriters create a short position in the Common Stock in connection with the offering, i.e., if
they sell more shares of Common Stock than are set forth on the cover page of this prospectus, the
Representatives may reduce that short position by purchasing Common Stock in the open market. The
Representatives may also elect to reduce any short position by exercising all or part of the over-

allotment option described above.

The Representatives may also impose a penalty bid on certain Underwriters and selling group
members. This means that if the Representatives purchase shares of Common Stock in the open
market to reduce the Underwriters' short position or to stabilize the price of the Common Stock, they
may reclaim the amount of the selling concession from the Underwriters and selling group members

who sold those shares.

In general, purchases of a security for the purpose of stabilization or to reduce a short position could
cause the price of the security to be higher than it might be in the absence of such purchases. The
imposition of a penalty bid might also have an effect on the price of the Common Stock to the extent

that it discourages resales of the Common Stock.

Neither the Company nor any of the Underwriters makes any representation or prediction as to the
direction or magnitude of any effect that the transactions described above may have on the price of the
Common Stock. In addition, neither the Company nor any of the Underwriters makes any
representation that the Representatives will engage in such transactions or that such transactions, once

commenced, will not be discontinued without notice.

The Company provides services to Merrill Lynch and certain of its affiliates in the ordinary course of
business. Donaldson, Lufkin & Jenrette from time to time provides investment banking services to

Kelso & Company and its affiliates.

Legal Matters

Certain legal matters with respect to the validity of the issuance of the shares of Common Stock
offered hereby will be passed upon for the Company by Minkin & Snyder, a Professional Corporation,
Atlanta, Georgia. Attorneys employed by Minkin & Snyder hold 120,427 shares of Common Stock and
options to purchase 11,449 shares of Common Stock. From September 1997 to December 17, 1997,
Mr. James S. Altenbach, a member of Minkin & Snyder, loaned $100,000 to the Company at an interest
rate of 12% per annum. Mr. Altenbach currently serves as Secretary of the Company and its
subsidiaries including CFN. Certain other legal matters will be passed upon for the Company by
Debevoise & Plimpton, New York, New York. Certain legal matters in connection with this offering will
be passed upon for the Underwriters by Skadden, Arps, Slate, Meagher & Flom LLP, Palo Alto,
California.



Experts

The financial statements included in this prospectus have been audited by PricewaterhouseCoopers
LLP, independent accountants. The companies and periods covered by these audits are indicated in the
individual reports of PricewaterhouseCoopers LLP. Such financial statements have been so included in
reliance on the reports of PricewaterhouseCoopers LLP given on the authority of said firm as experts

in auditing and accounting.

Additional Information

The Company has filed with the Securities and Exchange Commission (the "Commission"), a
Registration Statement on Form S-1 under the Securities Act, and the rules and regulations
promulgated thereunder, with respect to the Common Stock offered hereby. This prospectus, which
constitutes a part of the Registration Statement, does not contain all of the information set forth in the
Registration Statement and the exhibits and schedules to the Registration Statement. For further
information with respect to the Company and the Common Stock, reference is hereby made to such
Registration Statement and the exhibits and schedules to the Registration Statement, which may be
inspected and copied at the principal office of the Commission, 450 Fifth Street, N.W., Washington,
D.C. 20549, and at the regional offices of the Commission located at Seven World Trade Center, Suite
1300, New York, New York 10048 and Citicorp Center, 500 West Madison Street, Suite 1400, Chicago,
llinois 60661, and copies of all or any part thereof may be obtained at prescribed rates from the
Commission's Public Reference Section at such addresses. Also, the Commission maintains a World
Wide Web site on the Internet at http:/www.sec.gov that contains reports, proxy and information
statements and other information regarding registrants that file electronically with the Commission.
Upon approval of the Common Stock for quotation on the Nasdaq National Market, such reports,
proxy and information statements and other information also can be inspected at the office of Nasdaq
Operations, 1735 K Street, NW., Washington, D.C. 20006. Statements contained in the prospectus as
to the contents of any contract or other document that is filed as an exhibit to the Registration
Statement are not necessarily complete and each such statement is qualified in all respects by reference

to the full text of such contract or document.

The Company intends to furnish its stockholders with annual reports containing financial statements
audited by an independent public accounting firm and make available to its stockholders quarterly
reports for the first three quarters of each fiscal year containing interim unaudited financial

information.

iXL ENTERPRISES, INC.
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Report of Independent Accountants

To the Board of Directors and Stockholders of iXL Enterprises, Inc.

In our opinion, the accompanying consolidated balance sheet and the related consolidated statements
of operations, of changes in stockholders' equity and of cash flows present fairly, in all material
respects, the financial position of iXL Enterprises, Inc. and its subsidiaries at December 31, 1997 and
1998, and the results of their operations and their cash flows for the period from May 1, 1996
(commencement of operations) through December 31, 1996 and the years ended December 31, 1997
and 1998, in conformity with generally accepted accounting principles. These financial statements are
the responsibility of the Company's management; our responsibility is to express an opinion on these
financial statements based on our audits. We conducted our audits of these statements in accordance
with generally accepted auditing standards, which require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audits

provide a reasonable basis for the opinion expressed above.

PricewaterhouseCoopers LLP Atlanta, Georgia February 5, 1999 iXL ENTERPRISES, INC. AND
SUBSIDIARIES CONSOLIDATED BALANCE SHEET (in thousands, except share and per share data)

Pro Forma
December 31, (Note 1)
————————————————— December 31,
1997 1998 1998
(unaudited)
ASSETS
Current Assets
Cash and cash equivalents.................... $23,038 $ 19,259 $ 31,984
Accounts receivable less allowance for
doubtful accounts of $138 and $796.......... 3,259 17,737 17,737
Unbilled revenues. ......c.ouviiiniinennennnn. 1,858 8,089 8,089
Prepaid expenses and other assets............ 616 3,355 3,355
Total current @assetsS.......cvvveeennnnnnn. 28,771 48,440 61,165
Property and equipment, net.................. 9,178 27,975 27,975
Intangible assets, net...........cciiviuee... 16,233 56,481 56,481
Equity investment in affiliate, net.......... 1,115 -- --
Other non-current assets...........ccvvuunnn. 343 2,319 2,319
Total @SSEtS .t v i ittt ettt $55,640 $135,215 $147,940
LIABILITIES, MANDATORILY REDEEMABLE PREFERRED
STOCK AND STOCKHOLDERS' EQUITY
Current liabilities
Accounts payable.......c.uuiiiiiiiiiiiiinannn $ 2,242 $ 6,438 $ 6,438
Deferred revenues..........ccuiiieiinnnnnennn 471 6,072 6,072
Accrued liabilities........coiiiiiiiiinnnnnn. 1,746 7,943 7,943

Current portion of long-term debt............ 433 868 868



Total current liabilities.................. 4,892 21,321 21,321

Long-term debt. ... .ot 840 20,552 10,552
Total liabilities.....vvueiennieennnneennnnnn 5,732 41,873 31,873
Mandatorily redeemable preferred stock......... 29,930 65,679 --
Mandatorily redeemable preferred stock of
SUbSIdiary..vvv it e -- 9,839 9,839
29,930 75,518 9,839

Commitments and contingencies (Note 13)

Stockholders' equity
Class A Convertible Preferred Stock, par
value $.01, 250,000 shares authorized;
issued and outstanding 169,260, 177,291 and
0; aggregate liquidation preference of
$25,590 and $31,103. ... ..ttt 2 2 --
Class A Common Stock, par value $.01,
75,000,000 shares authorized; issued and
outstanding O, O and O.........cciviiiennnnn
Class B Common Stock, par value $.01,
200,000,000 shares authorized; issued and
outstanding 8,229,800, 16,334,905 and
50,868,907 (including 0, 252,416 and 252,416

shares held in treasury).........oeevuuue... 82 163 509
Additional paid-in capital................... 38,360 94,420 182,480
Accumulated deficit.....ovvuiviinnnennnnn.. (18,466) (73,096) (73,096)
Accumulated other comprehensive income....... - (10) (10)
Note receivable from stockholder............. - (900) (900)
Unearned compensation..........covvievinennn.. - (1,867) (1,867)
Treasury stock at cost; 0, 252,416 and

252,416 ShATeS. v i ittt -- (888) (888)

Total stockholders' equity................. 19,978 17,824 106,228

Total liabilities, mandatorily redeemable
preferred stock and
stockholders' equity.....coveiiiinnennnnn. $55,640 $135,215 $147,940
The accompanying notes are an integral part of these consolidated financial statements.
iXL ENTERPRISES, INC. AND SUBSIDIARIES CONSOLIDATED STATEMENT OF OPERATIONS

(in thousands, except per share data)

For the period

May 1, 1996 Years ended
through December 31,
December 31, --------------—---
1996 1997 1998

REVENUES .« ittt ittt ittt eeieeeenneennnns $ 5,379 $ 18,986 $ 64,767
Cost of revenues.....ouviiiiieiinnneeennnn 3,577 11,343 44,109
Gross profit......ccuuiiiiiiinnnnnnnnnnnnn 1,802 7,643 20,658
Sales and marketing expenses............... 812 3,903 16,397
General and administrative expenses........ 1,247 9,114 28,770
Research and development expenses.......... -- 4,820 4,408
Stock option and warrant expenses.......... -- -- 2,454
Depreciation. ... ...ttt 372 1,408 5,217
Amortization.......oiiiiiii i e 928 5,531 16,354
Loss from operations............ccovunun.. (1,557) (17,133) (52,942)
Other income (expense), net................ 48 116 (28)
Loss on equity investment.................. (249) (1,443) (1,640)
Interest dncome...... ..., 32 136 750
Interest eXPenSe....vueeeereeneneneenennnnn (30) (238) (770)
Loss before income taxes............c..... (1,756) (18,562) (54,630)
Income tax benefit........... ... 302 1,550 --
NEt 108G .ttt ee ettt ettt (1,454) (17,012) (54,630)

Dividends and accretion on mandatorily
redeemable preferred stock................ - - (9,099)



Net loss available to common

stockholders....ovv i, $(1,454) $(17,012) $(63,729)
Basic and diluted net loss per common

Y T o A $ (0.37) $ (2.60) $ (5.41)
Weighted average common shares

outstanding.........ccuiiiiiiiiann. 3,972 6,540 11,777

The accompanying notes are an integral part of these consolidated financial statements.

iXL ENTERPRISES, INC. AND SUBSIDIARIES CONSOLIDATED STATEMENT OF CHANGES IN
STOCKHOLDERS' EQUITY (in thousands, except share data)

Accumulated
Note
Additional Other
Receivable
Class A Class B Paid-in  Accumulated Comprehensive Comprehensive
from Unearned
Preferred Stock Common Stock Capital Deficit Income Income
Stockholder Compensation
Shares Value Shares Value
Initial capital contribution..... 101,500 § 1 300 $-- $10,149 § -- $ -- § -- $-- § -- Stock issuance... 10,000
-- 25,000 -- 1,025 -- -- -- -- -- Stock issuance in connection with acquisitions..... -- -- 4,009,500 40
3,228 -- -- -- -- -- Net loss......... -- == == == --(1,454) -- -- -- -- Balance, December 31, 1996......... 111,5001
4,034,800 40 14,402 (1,454) -- -- -- -- Stock issuance... 57,760 1 13,619 -- -- -- -- -- Stock issuance in
connection with acquisitions..... -- -- 4,195,000 42 10,339 -- -- -- -- -- Net loss......... - - - ----(17,012)
-- -- -- -- Balance, December 31, 1997......... 169,260 2 8,229,800 82 38,360 (18,466) -- -- -- -- Stock
issuance... 8,031 -- -- -- 5,512 -- -- -- (900) -- Stock issuance in connection with acquisitions..... -- --
8,047,305 81 41,663 -- -- -- -- -- Treasury stock acquired......... ----(252,416) -- -- -- -- -- -- -- Stock
options ex- ercised.......... ----57,800 -- -- -- -- -- -- -- Dividends and ac- cretion on mandatorily re-
deemable pre- ferred stock..... -- -- -- -- (8,671) -- -- -- -- -- Common Stock to be issued in con- nection
with Class D Pre- ferred........... --------13,235 -- -- -- -- -- Issuance of stock options and war-
rants.......... -- ------3,508 -- -- -- -- (3,508) Stock compensa- tion and warrant expenses......... B
813 -- -- -- -- 1,641 Comprehensive in- come: Net loss........ == -- == -- --(54,630) (54,630) -- -- -- Foreign
cur- rently transla- tion adjust- ment............ == -------- --(10) (10) -- -- Other comprehen- sive
income..... -- -- -- -- == -- (10) -- -- -- Comprehensive in- come............. (54,640) Balance, December 31,

1998......... 177,291 $ 2 16,082,489 163 $94,420 $(73,096) $(10) $(900) $(1,867) Total Treasury
Stockholders' Stock Equity Initial capital contribution..... § -- $ 10,150 Stock issuance... -- 1,025 Stock
issuance in connection with acquisitions..... -- 3,268 Net loss......... --(1,454) Balance, December 31,
1996......... -- 12,989 Stock issuance... -- 13,620 Stock issuance in connection with acquisitions..... --
10,381 Net loss......... --(17,012) Balance, December 31, 1997......... -- 19,978 Stock issuance... -- 4,612
Stock issuance in connection with acquisitions..... -- 41,744 Treasury stock acquired......... (888) (888)
Stock options ex- ercised.......... -- -- Dividends and ac- cretion on mandatorily re- deemable pre- ferred
stock..... -- (8,671) Common Stock to be issued in con- nection with Class D Pre- ferred........... --13,235
Issuance of stock options and war- rants............ -- -- Stock compensa- tion and warrant expenses......... --

2,454 Comprehensive in- come: Net loss........ -- (54,630) Foreign cur- rently transla- tion adjust-



ment............ -- (10) Other comprehen- sive income..... -- -- Comprehensive in- come............. Balance,
December 31, 1998......... $(888) $ 17,824 The accompanying notes are an integral part of these
consolidated financial statements.

Ixl Enterprises, Inc. and Subsidiaries

Consolidated Statement of Cash Flows (In Thousands)

FOR THE PERIOD

MAY 1, 1996 YEARS ENDED
THROUGH DECEMBER 31,
DECEMBER 31, ------------------
1996 1997 1998

Cash flows from operating activities

NEt LOSS. ettt ttiiiiiiaeee e $(1,454) $(17,012) $(54,630)
Adjustments to reconcile net loss to net

cash used in operating activities

Depreciation .......c.iiiiiiiiiiiiiii 372 1,408 5,217
Amortization........iiiiiiii i i e 928 5,531 16,354
Provision for bad debts................... 134 118 1,227
Acquired in-process technology............ -- 2,400 --
Deferred income taxesS......oeeivvuueennnn. (344) (1,550) --
Non-cash investment and losses in equity

affiliate and amortization............... (168) 807 1,365
Stock option and warrant expense.......... -- -- 2,454

Changes in assets and liabilities, net of
effects from purchase of

subsidiaries

Accounts receivable..........ccuuuea... (249) (1,538) (9,840)
Unbilled TevenUeS. ...uovvee e tenennennnn (112) (1,597) (5,328)
Prepaid expenses and other assets....... (5) (684) (4,669)
Accounts payable and accrued liabili-

o =Y PP (332) 1,534 5,523
Deferred IeveNUES. ....ovvvvereennnneennn 195 (156) 4,888
Net cash used in operating activities... (1,035) (10,739) (37,439)

Cash flows from investing activities
Purchases of property and equipment....... (666) (6,704) (20,304)
Purchases of subsidiaries, net of cash ac-

Lo U T of =T N (7,833) (3,433) (16,602)
Investment in equity affiliate............ (1,129) (625) --
Loan to equity affiliate.................. - (250) --

Net cash used in investing activities... (9,628) (11,012) (36,906)
Cash flows from financing activities
Proceeds from borrowings.................. 250 6,849 23,428
Repayment of borrowings................... (119) (6,259) (6,729)
Proceeds from issuance of mandatorily re-

deemable preferred stock................. -- 29,930 40,314
Proceeds from issuance of stock........... 10,941 13,860 4,612
Proceeds from issuance of mandatorily re-

deemable preferred stock of subsidiary... - - 9,839
Acquisition of treasury stock............. -- -- (888)

Net cash provided by financing activi-

ties 11,072 44,380 70,576
Effect of exchange rate changes on cash and
cash equivalents.......coviiiiiiiinennnnn. -- -- (10)

Net increase (decrease) in cash and cash
equivalents. . ...ttt e 409 22,629 (3,779)



Cash and cash equivalents at beginning of

[ Y= X Yo [P -- 409 23,038
Cash and cash equivalents at end of period.. $ 409 $ 23,038 $ 19,259
Supplemental disclosure of cash flow infor-

mation

Cash paid for interest.............ovunn.. $ 29 $ 168 $ 797

Non-cash investing and financing activities
Acquisition of equipment through capital
YR Y- $ 112 $ 289 $ 569

The accompanying notes are an integral part of these consolidated financial statements.

Ixl Enterprises, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (IN THOUSANDS, EXCEPT SHARE
AND PER SHARE DATA)

1. Background and Summary of Significant Accounting
Policies

iXL Enterprises, Inc. (the "Company") is an Internet services company, which provides Internet
strategy consulting and comprehensive Internet-based solutions to Fortune 1000 companies and other
corporate users of information technology. The Company helps businesses identify how the Internet
can be used to their competitive advantage and provides expertise in creative design and systems

engineering to design, develop and deploy advanced Internet applications and solutions.

iXL Enterprises, Inc. is a Delaware corporation formed in March 1996. Since its inception, iXL

Enterprises, Inc. has acquired 34 companies (see Note 3).

Principles of consolidation The consolidated financial statements include the accounts of the Company
and its wholly owned subsidiaries after the elimination of all significant intercompany accounts and
transactions. The Company accounts for its investment in University Netcasting, Inc. ("UNI") using the

equity method.

The Company owns 100% of the common stock of its subsidiary, Consumer Financial Network, Inc.
("CFN"). In addition to its common stock, CFN has mandatorily redeemable convertible preferred stock
of which 13,333,334 shares are issued and outstanding as of December 31, 1998 and are owned by a
third party. The Company owns 88% of CFN on an as-converted basis.

Revenue recognition

Revenues are recognized for fixed fee contracts using the percentage of completion method based on
costs incurred. Revenues are recognized as services are performed for time and materials contracts.

Revenues related to software development contracts, including planning, installation, implementation
and training that require significant customization or modification are recognized using the percentage

of completion method. Revenues from sales of software that do not require customization or



modification are recognized upon delivery, or when all essential elements have been delivered, in
accordance with the American Institute of Certified Public Accountants ("AICPA") Statement of

Position 97-2, "Software Revenue Recognition"

Unbilled revenues represent revenues earned under contracts in advance of billings. Such amounts are
normally converted into accounts receivable within 90 days. Deferred revenues represent billings made
or cash received in advance of services performed or costs incurred under contracts. Any anticipated
losses on contracts are charged to earnings when identified. Revenues from post- contract support are

recorded as services are provided.

Cash and cash equivalents The Company considers all highly liquid investments with an original

maturity of three months or less to be cash equivalents.

Property and equipment Property and equipment is recorded at cost, less accumulated depreciation.
Expenditures for renewals and improvements that significantly add to the productive capacity or
extend the useful life of an asset are iXLL ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO
CONSOLIDATED FINANCIAL STATEMENTS--(Continued) (in thousands, except share and per share
data) capitalized. Expenditures for maintenance and repairs are charged to operations as incurred.
Depreciation expense is provided using the straight-line method over the estimated useful lives for
purchased assets. Equipment held under capital leases is amortized using the straight-line method over
the lesser of the useful life or the lease term. Leasehold improvements are amortized over the shorter of

the useful lives of the assets or the remaining term of the lease.
Intangible assets

Intangible assets, primarily excess of cost over fair value of net assets acquired ("goodwill"), are stated at
cost less accumulated amortization. Intangible assets are being amortized using the straight-line

method over estimated useful lives ranging from 2 to 15 years, primarily 2 to 3 years.

The carrying value of the excess of cost over fair value of net assets acquired and other intangible
assets are reviewed if facts and circumstances suggest that they may be impaired. If this review
indicates goodwill or other intangibles will not be recoverable, as determined based on future expected
cash flows or other fair market value determinations, the Company's carrying value of the goodwill or

other intangibles is reduced to fair value.

Software developments costs In accordance with Statement of Financial Accounting Standards No. 86,
"Accounting for the Costs of Computer Software to Be Sold, Leased or Otherwise Marketed," software
development costs are expensed as incurred until technological feasibility has been established, at
which time such costs are capitalized until the product is available for general release to customers. To
date, the establishment of technological feasibility of the Company's products and general release of
such software have substantially coincided. As a result, software development costs qualifying for

capitalization have been insignificant and therefore, have not been capitalized.

Internal use computer software The Company adopted the AICPA Statement of Position 98-1
"Accounting for the Costs of Computer Software Developed or Obtained for Internal Use" effective

January 1, 1998. The Company capitalizes external costs related to software and implementation



services in connection with its internal use software systems.
Income taxes

The Company has applied the asset and liability approach of Statement of Financial Accounting
Standards No. 109, "Accounting for Income Taxes," for financial accounting and reporting purposes.
The Company accounts for certain items of income and expense in different time periods for financial
reporting and income tax purposes. Provisions for deferred income taxes are made in recognition of
such temporary differences, where applicable. A valuation allowance is established against deferred tax

assets unless the Company believes it is more likely than not that the benefit will be realized.

Stock-based compensation plans The Company accounts for stock-based compensation using the
intrinsic value method prescribed in Accounting Principles Board Opinion No. 25, "Accounting for
Stock Issued to Employees" ("APB 25") and related Interpretations and elects the disclosure option of
Statement of Financial Accounting Standards No. 123, iXL ENTERPRISES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Continued) (in thousands, except share
and per share data) "Accounting for Stock-Based Compensation” ("FAS 123"). Accordingly,
compensation cost for stock options is measured as the excess, if any, of the fair value of the Company's

stock at the date of the grant over the amount an employee must pay to acquire the stock.

Basic and diluted net loss per share Basic net loss per common share is based on the weighted average
number of shares of Common Stock outstanding during the period. No potential common shares have
been included in the diluted earnings per share calculation as they would have been antidilutive due to
the net loss reported by the Company. The convertible securities outstanding and the number of

common shares into which they are convertible are as follows:

Number of Common Shares into which they are convertible at each year-end Security 1996 1997 1998

Stock Options......c.vviiiinnnnnnnnnnnnn 1,915,500 5,549,200 18,226,112
L o o= o < -- 1,295,900 2,486,006
Class A Convertible Preferred Stock.... 11,150,000 16,926,000 17,729,100
Class B Mandatorily Redeemable

Convertible Preferred................. -- 8,307,500 9,876,700
Class C Mandatorily Redeemable

Convertible Preferred ................ -- 923,200 923,200

The Class D Mandatorily Redeemable Nonvoting Preferred Stock is not a convertible security, but
provides for certain amounts of Common Stock to be issued upon redemption. The minimum

aggregate number of shares to be issued upon redemption is 3,722,502.

CFN has outstanding mandatorily redeemable preferred stock that is exchangeable into Common
Stock of the Company upon the occurrence of certain events ("CFN Mandatorily Redeemable
Preferred") (see Note 8). These contingently issuable shares have not been included in diluted earnings

per share as they would be antidilutive.

Net loss available to common stockholders used in calculating basic and diluted earnings per share

includes charges related to dividends and accretion on mandatorily redeemable preferred stock.

Stock split



In January 1998, the Board of Directors declared a stock split of the Class B Common Stock effected in
the form of a dividend distribution of 99 shares of Class B Common Stock for each share of Class B
Common Stock held as of January 9, 1998. The accompanying consolidated financial statements give

retroactive effect for this stock dividend as if it occurred at inception of the Company.

Foreign currency translation The financial position and results of operations of foreign subsidiaries are
measured using the currency of the respective countries as the functional currency. Assets and
liabilities are translated into the reporting currency (U.S. dollars) at the foreign exchange rate in effect
at the balance sheet date, while revenue and expenses for the year are translated at the average
exchange rate in effect during the year. Translation gains and losses are not included in determining net
income or loss but are accumulated and reported as a separate component of stockholders' equity. The

Company has not entered into any hedging contracts during any of the periods presented.

Ixl Enterprises, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTINUED) (IN THOUSANDS,
EXCEPT SHARE AND PER SHARE DATA) Fair value of financial instruments The carrying amounts
of financial instruments, including cash, cash equivalents, accounts receivable, accounts payable and
accrued expenses, approximate fair value. The carrying amount of long-term debt approximates fair

value based on current rates of interest available to the Company for loans of similar maturities.
Comprehensive income

Effective January 1, 1998, the Company implemented Statement of Financial Accounting Standards
No. 130 "Reporting Comprehensive Income.” This standard requires that the total changes in equity
resulting from revenue, expenses, and gains and losses, including those which do not affect the
accumulated deficit, be reported. Accordingly, those amounts which are comprised solely of foreign
currency translation adjustments, are included in other comprehensive income in the consolidated

statements of stockholders' equity.
Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses and disclosure of contingent assets and liabilities. The estimates and
assumptions used in the accompanying consolidated financial statements are based upon
management's evaluation of the relevant facts and circumstances as of the date of the financial

statements. Actual results could differ from those estimates.

Unaudited Pro Forma Information The pro forma consolidated balance sheet as of December 31, 1998
is unaudited. However, in the opinion of management, such information has been prepared on the

same basis as the audited financial statements and includes adjustments to reflect (i) the net proceeds
of $22,725 from the issuance of 22,825 shares of Class A Convertible Preferred Stock ("Class A
Preferred") and the repayment of approximately $10,000 of revolving debt that occurred subsequent



to December 31, 1998; (ii) the conversion of the Class A Preferred, the Class B Mandatorily
Redeemable Convertible Preferred Stock ("Class B Preferred"), and the Class C Mandatorily
Redeemable Convertible Preferred Stock ("Class C Preferred") into Common Stock; and (iii) the
issuance of Common Stock issuable upon the exchange of the Class D Mandatorily Redeemable

Preferred Stock ("Class D Preferred"), as if such events occurred on December 31, 1998.

New accounting pronouncements In June 1998, the Financial Accounting Standards Board issued
Statement of Financial Accounting Standards No. 133, "Accounting for Derivative Instruments and
Hedging Activities" (FAS 133). This statement establishes accounting and reporting standards for
derivative instruments, including certain derivative instruments embedded in other contracts, and for
hedging activities. The Company will be required to adopt FAS 133 for the quarter ended March 31,

2000. The Company has not entered into any significant derivative financial instrument transactions.

iXL ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS--(Continued) (in thousands, except share and per share data) 2. Property and
Equipment Property and equipment are summarized as follows:
Estimated
Useful December 31,

Lives In ---------------
Years 1997 1998

[ 3 o P N/A $ 100 $ 100
BUilding. ..ottt i e e 40 550 550
IMPIOVEMEN S .t ittt ittt teeineeeeneanennns 5--10 1,456 4,852
Furniture and fixtures...........cciiiiiieennnn. 5--7 1,286 5,472
Computer equipment and software............... 3--5 5,496 19,883
Equipment. ...ttt it ettt e 5--10 2,247 6,068

11,135 36,925
Less: Accumulated depreciation and
AamOTtizZatioNn. v vttt e (1,957) (8,950)
$9,178 $27,975

At December 31,1997 and 1998 the Company had approximately $961 and $2,570, respectively, of
vehicles and equipment under capital leases included in property and equipment and related

accumulated amortization of approximately $335 and $889, respectively. Amortization of these assets

recorded under capital leases is included in depreciation expense.

Ixl Enterprises, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTINUED) (IN THOUSANDS,
EXCEPT SHARE AND PER SHARE DATA)

3. Acquisitions

During the two-year period ended December 31, 1998, the Company acquired 28 companies. The
companies acquired and purchase price, including the shares of Class B Common Stock and related

warrants and options issued are as follows:



FAIR VALUE

OF NET
EXCESS OF
SHARES OF CASH USED FOR TANGIBLE COST
OVER
COMMON  WARRANTS/ ACQUISITIONS, TOTAL ASSETS FAIR
VALUE OF
DATE STOCK OPTIONS  NET OF CASH PURCHASE (LIABILITIES) NET
ASSETS
BUSINESS ACQUIRED ACQUIRED ISSUED  ISSUED(1) ACQUIRED PRICE ACQUIRED
ACQUIRED

BoxTop Interactive, Inc.-- Los Angeles, CA........ May 1997 3,416,700 1,236,800 $ 1,182 § 9,644
$(1,635) 6,958 Other Acquisitions (aggregated 1997)...... Various 778,300 179,800 2,251 2,804 26
2,778 Total of 1997 Acquisitions.......... 4,195,000 1,416,600 $ 3,433 $12,448 $(1,609) $ 9,736 Digital
Planet, Inc.-- Los Angeles, CA........ May 1998 259,584 42,680 $ 1,962 § 3,550 $ (39) § 3,589 Micro
Interactive, Inc.--New York, NY..... May 1998 740,000 42,800 1,718 5,809 281 5,528
CommerceWAVE, Inc.-- San Diego, CA.......... July 1998 877,898 65,382 117 5,459 (1,037) 6,496 Image

Communications, Inc.-- Vienna, VA............. July 1998 378,999 125,056 753 3,324 381 2,943 Spinners
Incorporated-- Boston, MA............. July 1998 674,132 66,495 1,383 5,543 499 5,044 Tekna, Inc.--
Richmond, VA......ccuueeueue.. September 1998 712,622 125,757 611 4,383 527 4,231 Larry Miller
Productions, Inc.-- Boston, MA............. September 1998 113,823 239,029 1,812 3,490 (143) 3,633
NetResponse--Arlington, VA.........cccceuu.... September 1998 701,375 73,625 1,719 5,307 1,312 3,995
Ionix Development Corp.--Chicago, IL..... September 1998 358,551 -- 1,059 3,013 231 2,782 Pequot
Systems, Inc.-- Norwalk, CT............ September 1998 378,066 -- 792 2,501 154 2,347 TwoWay

Communications LLC--Chicago, IL....... September 1998 269,421 -- 1,246 2,469 335 2,134 Other
Acquisitions (aggregated 1998)...... Various 2,295,530 87,215 3,430 14,129 795 13,334 Total of 1998
acquisitions.......... 7,760,001 868,039 $16,602 $58,977 $ 3,296 $56,056 (1) Amounts equal the

number of Class B Common Stock shares to be issued upon exercise of the warrants and options.

iXL ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS--(Continued) (in thousands, except share and per share data) Individual acquisitions
with a purchase price of $2,000 or less have been aggregated in Other Acquisitions in the schedule

above and consist of the following:

Date Business Acquired Acquired

Webbed Feet, LLC--Atlanta, GA.......cuuiititinnneennnenennnnnn February 1997
The Whitley Group, Inc.--Charlotte, NC......... ..., April 1997
Swan Interactive Media, Inc.--Atlanta, GA........cuiiiennnnnn July 1997
Small World Software, Inc.--New York, NY..........oiiiiinnnnn.. January 1998
Green Room Productions, L.L.C.--San Francisco, CA.............. February 1998
CCG Online--Denver, CO....uiirtin it eieeteeeneeneeneeneennennns March 1998
Spin Cycle Entertainment, Inc.--Los Angeles, CA................ May 1998
InTouch Interactive, Inc.--Charlotte, NC............cc ... May 1998
Campana New Media, S.L. and The Other Media, S.L.--Madrid,

£ 2= T 1 o TP July 1998
601 Design, Inc.--New York, NY..... .ottt iinnnnnnnnnnnn July 1998
Wissing & Laurence, Inc.--New York, NY....... ..ot iiiiieennnn. July 1998
LAVA--HambuIg, GeImMany. ... ...c.eeeeeeeeeeeeeeeeeeeeenennnnnnnnns September 1998
Denovo New Media, Ltd.--London, England...............cccvvu... September 1998
Exchange Place Solutions, Inc.--Atlanta, GA............ccvou... September 1998

Pantheon Interactive, Inc.--Santa Clara, CA..........c.ccvuuueun. September 1998



All acquisitions have been accounted for using the purchase method, and accordingly, the purchase
price has been allocated to the tangible and identifiable intangible assets acquired and liabilities
assumed on the basis of their fair value on the acquisition dates. The historical carrying amounts of
tangible net assets acquired approximated their fair values. The fair value of identifiable intangible

assets acquired were based on independent appraisals or management estimates.

The allocation of the purchase price of BoxTop Interactive, Inc. resulted in a $2,400 charge to in-
process research and development expenses in 1997 relating to an Internet-based video conferencing
product under development which had not reached technological feasibility. Certain related core
technology was valued as existing technology and not included in the value of the acquired technology
in-process. The value of the purchased in-process technology was determined by estimating the
projected net cash flows including future revenues to be earned upon commercialization of the product
and the costs to complete the development of the technology. Strong revenue growth was projected for
this product through 1999; thereafter, revenue was expected to increase moderately each year through
2001. The cash flows were then discounted to present value at 35%, a rate of return that considers the
relative risk of achieving the projected cash flows and the time value of money. Finally, the present
values of the cash flows of the discrete projection period were summed to determine the fair market
value of the purchased in-process technology. In the fourth quarter of 1998, due to the introduction of
competing products utilizing alternative technologies into the market, management decided to cease

further investment in the development of this product.

iXL ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS--(Continued) (in thousands, except share and per share data) For acquisitions made in
1997 and 1998, the purchase price in excess of identifiable tangible and intangible assets acquired and
liabilities assumed of $9,736 and $55,681, respectively, was allocated to goodwill and is being

amortized over estimated useful lives ranging from 2 to 3 years.

The Company discontinued the use of a brandname acquired in the purchase of BoxTop Interactive,
Inc. and charged the remaining book value of that intangible asset, approximately $1,700, to

amortization expense in 1997.

The purchase price of the acquisitions consists of the consideration provided to the selling
stockholders, which includes Common Stock, options, warrants and cash. The fair value of the
Company's Common Stock issued as consideration for the acquisitions was determined based

primarily upon independent appraisals.

The terms of three of the Company's 1998 acquisition agreements provide for additional consideration
if the acquired entities' revenues exceed certain levels. Such additional consideration is payable in
shares of the Company's Common Stock and will be recorded, if earned, as additional purchase price.
For one of the acquired companies, the contingency period ended December 31, 1998; for the other
entity, the contingency period ends October 31, 1999. As of December 31, 1998, a total of 287,304

shares of the Company's Class B Common Stock were held in escrow in relation to these agreements.



The targeted revenues were achieved at one of the acquired entities whose contingency period ended
December 31, 1998. As such, 50,000 shares of the Company's Common Stock will be released from
escrow in March 1999 and have been accounted for as additional purchase price as of December 31,
1998.

For those acquisitions that have been structured as tax-free exchanges of stock, the differences between
the fair value of the acquired assets, including intangible assets, and their historical tax bases is not

deductible for income tax purposes.

The following unaudited pro forma financial information reflects the results of operations for the years
ended December 31, 1997 and 1998, as if the acquisitions had occurred on January 1, 1997. These
unaudited pro forma results have been prepared for comparative purposes only and do not purport to
be indicative of what operating results would have been had the acquisitions actually taken place on
January 1, 1997 and may not be indicative of future operating results. The unaudited pro forma results

are summarized as follows:

Years ended December 31, 1997 1998 REVENUES......ccoreeveerereererereererererererennens $ 55,301 § 87,160 Net
LOSS ittt senns $(45,389) $(72,609) Net loss available to common stockholders.............
$(45,389) $(81,708) Basic and diluted net loss per common share........... $(2.79) $ (5.08) iXL

ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS--(Continued) (in thousands, except share and per share data) 4. Intangible Assets

Intangible assets are comprised of the following:

December 31, 1997 1998 Excess of cost over fair value of net assets ac- quired................ $17,067
$73,123 Other........cuuu.... 3,496 3,892 20,563 77,015 Less--accumulated amor- tization............... (4,330)
(20,534) $16,233 $56,481 5. Equity Investment in Affiliate Effective August 27, 1996, the Company
acquired a 22% equity interest in the outstanding convertible preferred stock of UNI for $750 in cash.
UNI develops and manages sports information Web sites for colleges, universities and athletic
associations. Pursuant to agreements with UNI, the Company performed Internet development and
financial consulting services and payment for these services has been made in shares of UNI

convertible preferred stock valued at $1 per share.

The Company accounts for its investment in UNI under the equity method. The Company's
investments in UNI have been accounted for as excess of cost over fair value of net assets acquired and
were being amortized over five years as a reduction to the investment account together with the
Company's share of UNI losses. The Company's investment balance in UNI reached zero in the fourth
quarter of 1998. Because the Company has no obligation to fund UNI's operations or deficit, the
Company has discontinued recording its share of UNI's losses. The Company will not recognize its
share of any future earnings from UNI until UNI earnings are sufficient to recover the unrecognized

losses.
The following is a summary of the activity in the investment in UNI:

For the

period
May 1, 1996 Years Ended
through December 31,



December 31, -----—=-——-——---

1996 1997 1998

Net investment in UNI balance, beginning

of period..coviiiiii i $ - $ 1,298 $ 1,115
Additional investment in UNI............. 1,547 1,260 525
Equity in UNI net 10SS....vvueenenennnnn. (174) (1,001) (1,010)
Amortization of goodwill................. (75) (442) (630)
Net investment in UNI balance, end of pe-

B Yo [P $1,298 $ 1,115 $ --

iXL ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS--(Continued) (in thousands, except share and per share data) The following is a
summary of certain unaudited financial information of UNI as of and for the years ended December

31,1997 and 1998:

December 31, 1997 1998

LU =Y ==X - o $ 467 $2,703
Non current assetsS. ...ttt ittt 176 333
Current 1dabilities....uueiine ittt eiieeennnnn 543 1,295
Non current liabilities......uviiiiiiiinnnnneieeinnnnnnnns 560 --
Stockholders' Uity ... v ittt ittt e e (460) 1,741
NEt TOVENUES .« i ittt ittt ittt it ittt eneeneeneeeeeanenns 795 1,559
VS 1 Y- = (2,919) (5,071)

As of December 31, 1998 the Company owned a 23% interest in UNIL UNI has certain outstanding
stock options and warrants which, if exercised, would not materially reduce the Company's investment

ownership percentage in UNI
6. Accrued Liabilities Accrued liabilities consist of the following:

December 31,1997 1998 Accrued compensation and related coStS......ceceurecuneee $ 709 $3,244 Other
accrued liabilities......ceceeeeeererenererennne 1,037 4,699 $1,746 $7,943 7. Long-Term Debt The Company's

long-term debt is comprised of the following:

December 31, 1997 1998

Borrowings under Credit Agreement..................o.o... $ -- $19,328
8.25% note payable to bank in monthly installments
through January 2002, collateralized by land and

oYU e 7 gV Y 484 465
Notes payable to banks and a former shareholder at

interest rates from 8.9% to 10.4%; all repaid in 1998... 183 -
Capital lease obligations, at interest rates from 4% to

24% expiring from 1998 to 2003......cuiitinnnernnnnnnn 606 1,627

Total debt. ...t e i e 1,273 21,420
Less current portion of long-term debt................... (433) (868)
Long-term debt. ..ottt i i e et e $ 840 $20,522

In July 1998, the Company entered into a credit agreement (the "Credit Agreement") with a bank
providing for borrowings of up to $20,000. The Credit Agreement expires June 30, 2001. The Credit
Agreement includes a $10,000 term loan and a $10,000 revolving line of credit and bears interest
payable quarterly at the higher of the prime rate plus 2% or the federal funds effective rate plus 2.5%.
The Credit Agreement is secured by liens on substantially all of the assets of the Company's domestic
subsidiaries, except iXL ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED



FINANCIAL STATEMENTS--(Continued) (in thousands, except share and per share data) CFN,
including a pledge of the capital stock of the same subsidiary companies. The Credit Agreement
provides for borrowings based upon a borrowing base formula. Borrowings under the term loan
portion of the Credit Agreement are payable $50 each quarter, commencing September 30, 1998, with
the balance due upon expiration. A 0.5% annual commitment fee is charged on the average unused
portion of the revolving line of credit. At December 31, 1998, the Company's borrowing rate under the
Credit Agreement was 9.75%.

Under the terms of the Credit Agreement and notes payable to banks, the Company is required to
maintain certain financial covenants related to consolidated earnings, consolidated debt to capital and
working capital, among others. At December 31, 1998, the Company was in compliance with, or has

received a waiver of all covenants.

As of December 31, 1998, the Company had letters of credit outstanding, totaling $1,740. Certificates
of deposits in the same amount, which are included in prepaid expenses and other assets, are pledged

as collateral for these letters of credit.

As of December 31, 1998, aggregate principal maturities of notes payable and capital lease obligations

are as follows:

December 31, Year 1998

PP $ 868
2000, i e e e i i e e e, 674
0L PP 19,220
2002, e e e et e e 627
7001 PP 31

$21,420

8. Mandatorily Redeemable Preferred Stock; Mandatorily Redeemable Preferred Stock of Subsidiary;
and Warrants A total of 265,000 shares of mandatorily redeemable convertible preferred stock have
been designated for issuance; 200,000, 15,000 and 50,000 of such shares have been designated as
Class B, Class C and Class D, respectively.

In December 1997, for net consideration of approximately $26,900 and $2,990, the Company issued
83,075 shares of Class B Preferred, par value $.01, and 9,232 shares of Class C Preferred, par value
$.01. In conjunction with this equity transaction, the Company issued warrants to purchase 10,650
shares of Class B Preferred for $458 per share.

In February 1998, for net consideration of approximately $4,935 the Company issued 15,692 shares of
Class B Preferred and warrants to purchase 1,810 shares of Class B Preferred for $458 per share.

In August 1998, for net consideration of approximately $35,400, the Company issued 35,700 shares of
Class D Preferred, $.01 par value.

In November 1998, the Company issued warrants to purchase 500,000 shares of Class A Common
Stock at $10 per share. The warrants expire three years from the date of grant and were issued upon
the Company's approval of a marketing plan. The fair value of the warrants was measured on the date

the warrants



Ixl Enterprises, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTINUED) (IN THOUSANDS,
EXCEPT SHARE AND PER SHARE DATA) were earned, using the Black-Scholes option pricing model
and was recorded as an expense of approximately $815 in the fourth quarter of 1998.

In December 1998, the Company issued warrants to purchase 500,000 shares of Class B Common
Stock at $10 per share. The warrants expire the later of eighteen months from the date of grant or
twelve months after an initial public offering of the Company's Common Stock. The warrants were
granted in conjunction with a contract that will generate revenue for the Company beginning in 1999
and are exercisable immediately. The fair value of the warrants was measured at the grant date using
the Black-Scholes option pricing model and the related charge will be recorded as contra-revenue as the

services are provided to the customer.

The Company has accounted for the Class B, Class C and Class D Preferred as mandatorily redeemable
preferred stock. Accordingly, the Company is accruing dividends and amortizing any difference
between the carrying value and the redemption value over the redemption period with a charge to
additional paid-in capital ("APIC").

The Class D Preferred provides that, upon redemption the holders will receive $1,000 per share plus
any accrued and unpaid dividends and a certain number of shares of Class B Common Stock of the
Company. The aggregate number of shares of Class B Common Stock to be issued varies based on the
timing of a Qualified Public Offering, but at a minimum, equals 3,722,502 shares. The proceeds from
the issuance of the Class D Preferred have been allocated to mandatorily redeemable preferred stock
and additional paid-in-capital, based on the relative fair values of components as of the date of the
issuance. Of the approximately $35,400 total proceeds from the issuance of the Class D Preferred,
$22,165 was allocated to mandatorily redeemable preferred stock and the remaining $13,235 was
allocated to APIC. As the number of shares of Class B Common Stock to be issued upon redemption
varies depending on the timing of a Qualified Public Offering, the fair value of the potentially issuable
shares of Class B Common Stock are ratably charged to net loss available to common stockholders,
based upon the fair value of the potentially issuable shares at the end of each reporting period. The
Company is accruing the 12% dividend on the Class D Preferred and accreting any difference between

the carrying value and the redemption value over the redemption period with a charge to APIC.

The amount charged to APIC related to the Class B and Class C Preferred was $5,449 and $926,
respectively, for the year ended December 31, 1998. The Company has reserved 18,817 Class B

Preferred shares for exercise of warrants and conversion of 10,799,020 Class A Common Shares.

The rights, preferences and privileges with respect to the Class B, Class C and Class D Preferred are as

follows:
Voting

Class B Preferred has the same number of votes as each share of Class A Common Stock into which

such preferred stock may be converted. Class C and Class D Preferred have no voting rights.



Dividends

The Company may make distributions to Class B and Class C Preferred; however, there is no
requirement for dividends. If a distribution is made to common stockholders, Class A, Class B and
Class C Preferred stockholders will receive a similar per share amount based on the number of shares
of Class A Common Stock into which the Class A, Class B and Class C Preferred will convert. The Class

D Preferred accrues dividends at the rate of 12% per annum.

Ixl Enterprises, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTINUED) (IN THOUSANDS,
EXCEPT SHARE AND PER SHARE DATA) Conversion Each share of Class B and Class C Preferred is
convertible at the option of the holder into 100 shares of Class A Common Stock. This conversion rate
is subject to change if certain events occur that would otherwise dilute the conversion rights of the
Class B and Class C Preferred. Such conversion is automatic upon the effective date of an initial public
offering of the Company's Common Stock with a per share price of at least $7 and for which the
aggregate proceeds to the Company equal at least $30,000 (a "Qualified Public Offering"). The Class D

Preferred is not convertible.
Redemption

The Company has the right to redeem the Class B and Class C Preferred prior to December 31, 2004
only upon a change in control. The Class B and Class C Preferred stockholders have the right, at their
option, to require the Company to redeem any or all of the stock on or after December 31, 2004. The
redemption amount will be the fair value per share of the Class B and Class C Preferred, as of the date
of redemption, plus an amount equal to all declared and unpaid dividends. The Company is accreting
the carrying value of the Class B and Class C Preferred up to the redemption price over the period

from issuance until December 31, 2004.

The Company has the right to redeem the Class D Preferred at any time prior to its mandatory
redemption date of August 2005. The Class D Preferred stockholders have the right to require the
Company to redeem the shares only upon the occurrence of certain events. The redemption amount is
equal to the liquidation preference amount plus all accrued and unpaid dividends plus a certain
number of shares of Class B Common Stock, which varies depending on the timing of a Qualified

Public Offering, as follows:

NUMBER OF CLASS B COMMON STOCK SHARES DATE OF QUALIFIED PUBLIC OFFERING TO
BE ISSUED

prior to or on August 14, 1999 3,722,502
August 15, 1999--February 14, 2000 4,647,602
after February 14, 2000 5,279,293

Liquidation



The Class D Preferred has liquidation preference over the Class A, Class B and Class C Preferred, which
all have the same liquidation preference based on their respective liquidation values. All classes of
preferred stock have liquidation preference over the Class A and Class B Common Stock. The
liquidation value equals $325 per share for the Class B and Class C Preferred and $1,000 per share for

the Class D Preferred plus any declared and unpaid dividends, subject to adjustment.
The following is a summary of the carrying value of the mandatorily redeemable preferred stock:

DECEMBER 31,

1997 1998
REDEMPTION CARRYING REDEMPTION CARRYING
VALUE VALUE VALUE VALUE
Class B Preferred............... $27,000 $26,937 $93,829  $36,888
Class C Preferred............... 3,000 2,993 8,770 4,030
Class D Preferred............... -— - 50,552 24,761
$29,930 $65,679

Ixl Enterprises, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTINUED) (IN THOUSANDS,
EXCEPT SHARE AND PER SHARE DATA) The rights, preferences and privileges with respect to the
mandatorily redeemable preferred stock of subsidiary, CFN Mandatorily Redeemable Preferred, are as

follows:
Voting

Each share of CFN Mandatorily Redeemable Preferred is entitled to one vote on issues that are subject

to a vote of the CFN stockholders.
Dividends

CFN may make distributions to CFN Mandatorily Redeemable Preferred stockholders; however, there
is no requirement for dividends. If a distribution is made to the common stockholder of CFN, CFN
Mandatorily Redeemable Preferred stockholders will receive a similar per share amount based on the
number of CFN common shares into which the CFN Mandatorily Redeemable Preferred is then

convertible.
Conversion

Each share of CFN Mandatorily Redeemable Preferred is convertible into one share of CFN Common
Stock. This conversion rate is subject to change if certain events occur that would otherwise dilute the
conversion rights of the CFN Mandatorily Redeemable Preferred stockholders. Such conversion is
automatic upon the effective date of an initial public offering of at least 15% of CFN's Common Stock
with a per share price of at least $2 (the "CFN Qualified Public Offering").

Liquidation



The CFN Mandatorily Redeemable Preferred has liquidation preference over the CFN Common Stock.
The Liquidation Value is equal to $0.75 per share and is subject to adjustment if certain events occur
that would otherwise dilute the liquidation rights of the CFN Mandatorily Redeemable Preferred. The
amount to be paid to the CFN Mandatorily Redeemable Preferred stockholders equals the liquidation
value plus any declared and unpaid dividends as of the liquidation date. CFN Mandatorily Redeemable
Preferred stockholders will not participate in any balance remaining after such amounts have been

paid.
Redemption

CFN Mandatorily Redeemable Preferred stockholders have the right at their option, to require CFN to
redeem any or all of the CFN Mandatorily Redeemable Preferred on or after December 31, 2005. Such
redemption will be a redemption price per share equal to the Liquidation Value plus all declared and
unpaid dividends. As of December 31, 1998, the carrying value of the CFN Mandatorily Redeemable

Preferred equaled its redemption value.

Exchange into Common Stock of the Company Pursuant to the terms of the CFN stockholders'
agreement each of the CFN Mandatorily Redeemable Preferred stockholders has the right to exchange
all, but not less than all, of their CFN Mandatorily Redeemable Preferred into the Company's Common
Stock under two separate exchange rights. First, an exchange may be made upon a change in control of
CFN, unless (a) the change in control occurs in the context of a tag-along, drag-along, or sale of CFN
governed by the CFN stockholders agreement, (b) the change in control transaction involves the
issuance of securities of CFN and the holders of CFN Mandatorily Redeemable Preferred choose to
exercise their preemptive rights with respect to such issuance, or (c) the transaction effecting the
change in control is a CFN Qualified Public Offering. Second, the CFN Mandatorily Redeemable
Preferred stockholders have a one time right to exchange on November 3, 2001, unless the Company is
no iXL ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS--(Continued) (in thousands, except share and per share data) longer a stockholder of
CFN and no CFN Qualified Public Offering has occurred. In either case, the exchange rate will be based
on the relative fair values of CFN and the Company. The value of CFN Mandatorily Redeemable
Preferred upon a change in control transaction will be the price per share paid in connection with such
transaction. The value of CFN Mandatorily Redeemable Preferred under the exchange right available
on November 3, 2001 will be the greater of the Liquidation Value of such stock or the appraised fair
market value of such stock assuming a conversion of such stock into the Common Stock of CFN. CFN
Mandatorily Redeemable Preferred will then be exchanged into an equivalent value of the Company's
Common Stock based on a trailing average of closing prices of the Company's Common Stock, if such

stock is publicly traded, or the most recent appraisal of the Company, if such stock is not publicly
traded.

Commitment to Purchase CFN Mandatorily Redeemable Preferred If as of November 3, 1999, CFN
has sold fewer than 24,900,000, shares of CFN Mandatorily Redeemable Preferred (including the
13,333,334 sold as of December 31, 1998), the Company will purchase the number of shares of CFN



Mandatorily Redeemable Preferred equal to the difference between 24,900,000 and the number of
shares theretofore sold by CFN for $0.75 per share.

9. Stockholders' Equity The Company's capital stock consists of §.01 par value Class A Common Stock,
$.01 par value Class B Common Stock, and $.01 par value Class A Preferred. At December 31, 1997

and 1998, there were no outstanding shares of Class A Common Stock.

During the year ended December 31, 1998, for consideration of approximately $5,510, which includes
a $900 note receivable, the Company issued 8,031 shares of Class A Preferred.

The rights, preferences and privileges with respect to the Common Stock and Class A Preferred are as

follows:
Voting

Holders of shares of Class A Common Stock are entitled to ten votes per share, holders of Class B
Common Stock are entitled to one vote per share and holders of Class A Preferred are entitled to

voting rights as if the stock had been converted into Class A Common Stock.
Dividends

Holders of shares of Class A and Class B Common Stock are entitled to share, on an as converted basis
with the Class A Preferred, Class B Preferred and Class C Preferred any dividends declared by the
Board of Directors.

Conversion

Holders of shares of Class A Common Stock are entitled to convert their shares into Class B Common
Stock at any time on a share-for-share basis. Each share of Class A Preferred is convertible into 100
shares of Class A Common Stock. This conversion rate is subject to change if certain events occur that
would otherwise dilute the conversion rights of the Class A Preferred. Such conversion is automatic
upon the effective date of a Qualified Public Offering. The Company has reserved 25,000,000 shares of

Class B Common Stock for issuance upon conversion of Class A Preferred.
Redemption

The Class A Preferred stockholders have no option to require the Company to redeem their stock. The
Company has the right to an early redemption, at the liquidation value, only upon a change in control,
as defined.

iXL ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS--(Continued) (in thousands, except share and per share data) Liquidation The Class A
Preferred has liquidation preference over the Class A and Class B Common Stock. The liquidation
value for the Class A Preferred will equal the amount invested, which ranges from $100 to $1,000 per

share, plus any declared and unpaid dividends.

Other



Under certain limited circumstances as described in the Stockholders' Agreement ("Agreement"),
management can put their preferred and/or common shares back to the Company at fair value, as
defined in the Agreement. The Company is obligated to pay for the shares in cash, or at the option of
the Board of the Directors, with a promissory note. The Agreement terminates upon the effective date
of a Qualified Public Offering.

Treasury stock

During February and March 1998, the Company purchased a total of 242,416 shares of Class B
Common Stock from two employees at a purchase price of $3.25 per share. During September 1998,
the Company purchased a total of 10,000 shares of Class B Common Stock from one employee at a
price of $10 per share.

10. Income Taxes
The components of the benefit (provision) for income taxes consist of the following:

For the period
May 1, 1996 Years ended

through December 31,
December 31, --------------
1996 1997 1998
Current:
] oS $(42) $ - % --
Deferred:
State. o it e e e 101 -
Federal......iiiiniiniii ittt iiiiinennnnnn 243 1,550 -
344 1,550 --
$302 $ 1,550 $ --

As of December 31, 1997 and 1998, the Company had net operating loss carryforwards for federal
income tax purposes of approximately $11,800 and $46,560, respectively. The Company acquired loss
carryforwards of approximately $1,100 in 1996, $1,560 in 1997 and $3,510 in 1998. The
carryforwards expire in varying amounts through 2018. The use of acquired net operating loss

carryforwards is restricted in accordance with Internal Revenue Service regulations.

In addition, under the Tax Reform Act of 1986, the amounts of, and the benefits from, net operating
loss carryforwards may be impaired or limited in certain circumstances. These circumstances include,
but are iXL ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS--(Continued) (in thousands, except share and per share data) not limited to, a
cumulative stock ownership change of greater than 50% over a three-year period. A valuation
allowance has been recorded against the Company's net deferred tax asset as management believes it is
more likely than not that they will not be realized.

A reconciliation of the federal statutory rate and the effective income tax rate follows:

For the period
May 1, 1996 Years ended
through December 31,
December 31, --------—-——-—-—--—-—--
1996 1997 1998



Statutory federal tax rate (34%)......... $ 597 $ 6,311 $ 18,574

Nondeductible amortization............... (315) (1,800) (4,627)
State income tax...........iiiiiiiiin. 24 252 743
Losses of foreign subsidiaries........... -- -- (860)
Valuation allowance.........ceeeuuueennnn. (312) (3,391) (13,427)
(0 o 1= PN 308 178 (403)

$ 302 $ 1,550 $ -

Deferred tax (assets) liabilities are comprised of the following:
December 31,1997 1998

Gross deferred tax assets

Allowance for doubtful accounts...........ocveeenunn. $ (28) $ (349)
Loss in equity investment.........coiiiiiiiiieennnn. (643) (750)
Intangibles . vt nt ittt e e e e -- (967)
Net operating loss carryforward...........coeeuuunn.n (4,330) (16,923)
Valuation allowanCe......c.ouieiiiineneeenneeeennnennnn 3,703 17,130

$(1,298) $ (1,859)
Gross deferred tax liabilities

Property and equipment.........ciiiiiiiiieiiinnennnnn 242 842
Intangible assets. .. ..o 840 840
Conversion from S Corporation to C Corporation....... 116 77
Other . o e e e 100 100
1,298 1,859

Net deferred tax asset........cuiiiuiiiiinnnennnnn. $ -- --

11. Stock-Based Compensation The Company's 1996 Stock Option Plan (the "1996 Stock Option
Plan") was established to promote the success of the Company by providing an additional means to
attract and retain key personnel. Pursuant to the terms of the 1996 Stock Option Plan, a committee of
the Board of Directors is authorized to grant options to purchase Class B Common Stock not to exceed
an aggregate maximum of 25,000,000 shares to officers and employees. The committee is further

authorized to establish the exercise price and the vesting terms.

iXL ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS--(Continued) (in thousands, except share and per share data) In December 1998, the
Board of Directors of the Company adopted the 1998 Non-Employee Stock Option Plan (the "1998
Stock Option Plan"), which contains essentially the same terms as the 1996 Stock Option Plan, except
that the 1998 Stock Option Plan was established for grants to persons who are not employees of the
Company. The 1998 Stock Option Plan authorizes the granting for up to an aggregate maximum of’
1,000,000 options, of which 290,464 were outstanding as of December 31, 1998.

The Company expects that most options granted pursuant to the plans will be subject to vesting over a
period of 4 to 5 years, such as 20% increments each year over a period of five years, during which the
optionee must continue to be an employee of the Company. The committee, however, may choose to
impose different vesting requirements or none at all. Options outstanding under the Plan generally

have a term of ten years.

The Company applies APB 25 and related Interpretations in accounting for the Plan. During 1997 and
1998, $0 and $1,641, respectively, of compensation expense was recognized. Stock options issued in

connection with acquisitions were accounted for as purchase price.



Had compensation expense for the Company's Plan been determined under the provisions of FAS 123
based on the fair value at the grant date, the Company's net loss and loss per share would have been
increased to the pro forma amounts indicated below:

For the period
May 1, 1996 For the years ended

through December 31,
December 31, ----------—————--——-
1996 1997 1998
Net loss
As Teported......oviieerinneennn. $(1,454) $ (17,012) $ (54,630)
Pro forma......oueeiuineninennnnnn. $(1,481) $(17,073) $(56,152)
Basic and diluted net loss per
common share
As Teported....ovveererenenennnnn. $ (0.37) $ (2.60) $ (5.41)
Pro fOImMa. . v eniinnennnnnn $ (0.37) $ (2.61) $ (5.54)

The minimum value of each option grant is estimated on the date of grant using the Black-Scholes
option pricing model with the following weighted- average assumptions used for grants during the
1997 and 1998 periods, respectively; dividend yield of 0% for all periods; expected volatility of 0% for
all periods, risk free interest rate of 6.3%, 5.7% and 5.0%, expected life of 5 years, 4 years and 4 years.

Ixl Enterprises, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTINUED) (IN THOUSANDS,
EXCEPT SHARE AND PER SHARE DATA) A summary of stock options as of December 31, 1996,
1997 and 1998 and activity during the period ending on those dates is as follows:

1996 1997 1998
WEIGHTED WEIGHTED WEIGHTED
AVERAGE AVERAGE AVERAGE
EXERCISE EXERCISE EXERCISE

OPTIONS PRICE OPTIONS PRICE OPTIONS OPTIONS

Outstanding at beginning

of period.............. - -- 1,915,500 $1.77 5,549,200 $2.35
Granted................. 1,920,500 $1 .77 3,847,200 $2.59 13,310,331 $7.31
Exercised......coovvunnn. -- - -- - (57,800) $0.01
Forfeited............... (5,000) $ 1.00 (213,500) $1.03 (575,619) $5.39
Outstanding at the end

of period.............. 1,915,500 $ 1.77 5,549,200 $2.35 18,226,112 $5.89
Options exercisable at

end of period.......... 1,183,100 $ 1.93 3,045,300 $2.03 7,833,247 $3.88

Weighted average fair
value of options
granted during the

period.................
1996 1997 1998
WEIGHTED  WEIGHTED WEIGHTED  WEIGHTED WEIGHTED  WEIGHTED
AVERAGE FAIR AVERAGE FAIR AVERAGE FAIR
OPTIONS GRANTED DURING EXERCISE MARKET EXERCISE MARKET EXERCISE MARKET
THE YEAR PRICE VALUE PRICE VALUE PRICE PRICE

Option price>fair market
value $ 0.70 $1.77 $ 2.13 $3.45 % 4.98 $9.91
Option price=fair market



value -- - $ 2.50 $2.50 $ 5.00 $5.00
Option price<fair market
value -- - $ 2.13 $0.90 % 4.97 $3.49

The following table summarizes information about stock options outstanding at December 31, 1998:

OPTIONS OUTSTANDING OPTIONS EXERCISABLE
NUMBER NUMBER
OUTSTANDING WEIGHTED  WEIGHTED EXERCISABLE WEIGHTED
AT AVERAGE  AVERAGE AT AVERAGE
DECEMBER REMAINING EXERCISE DECEMBER  EXERCISE
RANGE OF 31, CONTRACTUAL PRICE 31, PRICE
EXERCISE PRICES 1998 LIFE $ 1998 $
$0.01-$0.75 537,954 9.47 $ 0.18 531,460 $ 0.18
$0.95-$1.32 1,423,665 8.15 $0.97 1,217,835 $ 0.97
$1.84-$2.60 2,533,004 7.91 $2.18 1,866,974 $ 2.12
$3.00-$4.50 4,575,339 9.05 $ 3.97 2,102,997 $ 3.87
$5.00-$6.00 1,904,351 9.18 $ 5.08 818,487 $ 5.06
$8.00-$10.00 7,251,799 9.78 $10.00 1,295,494  $10.00
18,226,112 7,833,247

iXL ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS--(Continued) (in thousands, except share and per share data) 12. Employee Benefit
Plans Employees of the Company can elect to participate in the iXL Enterprises, Inc. Savings Plan (the
"Plan") which is intended to be qualified and exempt from tax under Section 401(k) of the Internal
Revenue Code. Employees are eligible to participate in the Plan after one month of service and can
elect to invest 1% to 16% of their pre-tax earnings. All employee contributions are fully vested and

there have not been material contributions to the Plan by the Company.

13. Commitments and Contingencies Certain operating facilities and equipment are leased under non-
cancelable agreements. Operating lease expense charged to operations was approximately $184 in
1996, $956 in 1997 and $3,844 in 1998. As of December 31, 1998, the approximate future minimum

lease payments for noncancelable operating leases are as follows:

L9090 . i e e e ettt e e e e e, $ 6,586
2010 PPt 5,862
22010 PPt 5,485
2010 2Pt 5,264
20101 APt 4,112
I 2= == o= 15,832

$43,141

As of December 31, 1998, the Company has commitments for capital expenditures of approximately
$5,400, primarily in connection with expansion and improvement of its Atlanta, New York and Denver

offices.

The Company is subject to legal proceedings and claims that arise in the ordinary course of its
business. In the opinion of the management, the amount of the ultimate outcome of these actions will

not materially affect the Company's financial position, results of operations or cash flows.

14. Business Segments The Company operates in two business segments: strategic Internet services,
which includes Internet strategy consulting, Internet-based business solutions and solution sets; and

CFN, an e-commerce platform for marketing financial services and employee benefits.



iXL ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS--(Continued) (in thousands, except share and per share data) A summary of the
Company's two business segments for the two years ended December 31, 1998 is set forth below. For
the year ended December 31, 1997, CFN's information includes the period from December 20, 1996
(date of acquisition) through December 31, 1997:

Strategic Internet 1998 Services CFN Total

REVENUES .« ittt ittt ittt ittt e e $64,516 $ 251 $64,767
Loss from operations.......oeeiiineennnnnnnnnn (41,901) (12,729) (54,630)
Loss on equity investment...................... (1,640) -- (1,640)
Interest dnCOME. . ...ttt i ittt it 713 37 750
Interest eXPeNnsSe. ... vii it ieneneennennnnn 750 20 770
AMOTtization. .. v. ittt ittt et e e 16,298 56 16,354
Depreciation. ...ttt 4,542 675 5,217
Identifiable assets.....cviiiiiiniiinnnennnnnn 125,519 9,696 135,215
Capital expenditures..........vvviiiinnnnnnnnn. 18,142 2,162 20,304
1997
REVENUES . v v ittt ittt ettt ettt ennneeenns $18,986 $ -- $18,986
Loss from operations.........oueeininininnnnennn. (12,466) (4,667) (17,133)
Loss on equity investment................iiu.n. (1,443) --  (1,443)
Interest dNCOME. ... vttt ittt it iiiieeinnnnns 136 - 136
Interest EXPeNSe. ... vi it ii ittt iiiiinenaannnn 238 -- 238
AMOTtization. .o vttt it e et et e, 5,475 56 5,531
Depreciation. ...ttt e e e e 1,328 80 1,408
Identifiable assets....ouviiiiiin it nnnnnns 54,186 1,454 55,640
Capital expenditures.......couviiiiinnneennnnnnnnn 5,795 909 6,704

15. Related Party Transactions In January 1997, the Company entered into an agreement to lease its
headquarters office space from Park Place Emery, L.L.C. ("PPE") commencing April 1, 1997 for a term
of eleven years. The Chief Executive Officer and Chairman of the Board of Directors (the "Chairman")
of the Company is a limited partner in PPE. The Company paid $441 and $628 under this lease in
1997 and 1998, respectively.

During 1997, certain executive officers of the Company loaned the Company a total of $6,600. The
loans bore interest at 12% and were repaid during the year. Interest expense recognized in 1997 related
to these borrowings was approximately $88. In June 1998, the Chairman's spouse loaned the Company

$4,000 at an interest rate of 10%. The principal and interest on this note were repaid in July 1998.

In April 1996, the Company paid Kelso & Company a fee of $150 for financial advisory services. In
addition, the Company agreed to pay Kelso & Company an annual fee of $15 for financial advisory
services. The Company has also agreed to indemnify Kelso & Company against certain claims, losses,
damages, liabilities and expenses which may arise in connection with rendering such financial advisory

services.

In June 1998, the Company created a wholly-owned subsidiary, Permit.Com, Inc. On June 26, 1998,
the Board of Directors of the Company approved and declared a dividend of the common stock of
Permit.Com, Inc. payable to stockholders of the Company of record as of June 1, 1998. The carrying

value of the assets of Permit.Com, Inc. were $0.



iXL ENTERPRISES, INC. AND SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS--(Continued) (in thousands, except share and per share data) The Company recognized
revenues in 1996, 1997 and 1998 from providing services to certain of its investors, and entities

related to its investors, of $0, $100 and $2,574, respectively.
16. Subsequent Event

In January 1999, for net consideration of approximately $22,725, the Company issued 22,825 shares
of Class A Preferred. A portion of the proceeds were used to repay approximately $10,000 of the

borrowings under the revolving line of credit portion of the Credit Agreement.

The Company's Board of Directors authorized the Company to file a Form S- 1 with the Securities and
Exchange Commission under the Securities Act of 1933 with respect to an initial public offering of the
Company's Common Stock. In connection with the offering, the Company has agreed to pay Kelso &

Company a fee equal to $750 payable in shares of Common Stock, valued at the offering price.

In February, 1999, the Class D Preferred Stockholders and the Company entered into an Exchange
Agreement under which the stockholders will exchange, upon the closing of an initial public offering,
the shares of Class D stock (which include their rights to the liquidation value of $35,700 plus accrued
dividends and their rights upon redemption to 3,722,502 shares of Class B Common Stock) into shares
of the Company's Common Stock. The number of such shares will be based upon the offering price of
the Company's Common Stock in the initial public offering. This exchange will result in a charge to net
loss available to common shareholders equal to the difference between $35,700 plus accrued dividends

and the carrying value of the Class D Preferred Stock.

In February 1999, the Company's Board of Directors adopted the 1999 Employee Stock Option Plan
(the "1999 Stock Option Plan"). The 1999 Stock Option Plan authorizes the granting of options to

purchase up to an aggregate maximum of 5,000,000 shares of Class B Common Stock.

Report of Independent Accountants

To the Board of Directors and Shareholder of BoxTop Interactive, Inc.

In our opinion, the accompanying balance sheet and the related statements of operations, of changes in
shareholders' deficit and of cash flows present fairly, in all material respects, the financial position of
BoxTop Interactive, Inc. (the "Company") at September 30, 1996 and May 31, 1997, and the results of
its operations and its cash flows for the period November 6, 1995 (inception) through September 30,
1996 and the period October 1, 1996 through May 31, 1997, in conformity with generally accepted
accounting principles. These financial statements are the responsibility of the Company's
management; our responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits of these statements in accordance with generally accepted auditing
standards which require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a

test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the



accounting principles used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for the opinion

expressed above.

PricewaterhouseCoopers LLP Atlanta, Georgia October 3, 1997
Boxtop Interactive, Inc.

Balance Sheet

September 30, May 31,

1996 1997
ASSETS
Current assets
CaS e e ettt e e e $ 2,288 % --
Accounts receivable.......c.ciiiiiiii i i i e 241,007 319,869
Prepaid expenses and other assets................. 2,255 81,139
Total current @SSetS. . vviiiii et iineeeeennnnnnn 245,550 401,008
Property and equipment, net......... ... ... .. 313,876 391,454
Advances to shareholder..........ciiiiiiiinnnnnnnn. 18,945 79,565
Intangible asset, net of accumulated amortization of
$10,415 at May 31, 1997 .. .uuiiinin it -- 239,585
Other noncurrent aSSetS. . ... vveii ittt iineeneennnnn 25,751 27,373
Total @SSeTS . ittt ittt ettt e e $ 604,122 $ 1,138,985
LIABILITIES AND SHAREHOLDERS' DEFICIT
Current liabilities
Accounts payable.......iiiiiiii it $ 502,476 $ 604,007
ACCTUEd EBXPENSES . vttt tteeeeenneneeeenneeeeennnn 606,663 319,861
Current portion of long term debt................. 223,718 1,493,836
Current portion of capital lease obligations...... 37,024 41,351
Due to affiliate....cuuiiiiiniiiiiiiiiiiinnnnn 60,052 208,835
Total current liabilities..........cciivuieon... 1,429,933 2,667,890
Long-term debt. ... ...ttt e 36,620 24,413
Capital lease obligations...........uiiiiiiinnnnnnn. 81,844 50,854
Total liabilities...vveeeienneeennneennnneannns 1,548,397 2,743,157
Shareholders' deficit
Common stock, $.01 par value; Authorized
50,000,000 shares; issued and outstanding
3,200,000 and 3,350,000 shares, respectively..... 32,000 33,500
Additional paid-in capital...........ceuiiiiiinnnnn 2,490 89,490
Accumulated deficit......ouiiriiinnnnnennnnn. (978,765) (1,727,162)
Total shareholders' deficit..................... (944,275) (1,604,172)
Total liabilities and shareholders' deficit..... $ 604,122 $ 1,138,985

The accompanying notes are an integral part of these financial statements.

Boxtop Interactive, Inc.

Statement of Operations

For the period
November 6, 1995 For the period



(inception) October 1, 1996
through through
September 30, 1996 May 31, 1997

REVENUES .t ittt ittt ittt i iee e eeeneeenaneenn $1,746,022 $2,759,993

Costs and expenses
Direct cost of revenues............ccouuu... 684,013 1,075,615
Selling, general and administrative........ 1,903,215 2,181,395
Depreciation and amortization.............. 74,234 114,467
Stock compensation expense................. 31,990 88,500
Total operating expenses................. 2,693,452 3,459,977
Loss from operations...........ooeuuunn.. (947,430) (699,984)
Interest eXPenSe. . v i e ieieeenennn (30,535) (56,338)
Other dncome. ... ..iviiiiiii it iii i -— 8,725
Loss before income taxes................. (977,965) (747,597)
INCOME TAXES . ittt ie ittt eeeieeeenneeennneeennn (800) (800)
NEt L10SS .ttt ee ettt ettt $ (978,765) $ (748,397)

The accompanying notes are an integral part of these financial statements.
Boxtop Interactive, Inc.

Statement of Shareholders' Deficit

Common stock Additional Total
————————————————— Paid-in Accumulated Shareholders'
Shares Amount Capital Deficit Deficit
Initial capital
contribution........... 1,000 $ 10 $ 2,490 $ -- $ 2,500
Issuance of common
stock. . vviiiii. 3,199,000 31,990 - -- 31,990
Net 10SS...vevenennn.. -- -- -- (978,765) (978,765)
Balance, September 30,
1996, i 3,200,000 32,000 2,490 (978,765) (944,275)
Issuance of common
StoCK. e v ii i i 150,000 1,500 17,000 - 18,500
Issuance of stock
options and
warrants............. -- -- 70,000 -- 70,000
Net 1osS.....ovvuuun.. -- -- -- (748,397) (748,397)

Balance, May 31, 1997... 3,350,000 $33,500 $89,490 $(1,727,162) $(1,604,172)

The accompanying notes are an integral part of these financial statements.
Boxtop Interactive, Inc.

Statement of Cash Flows

For the period
November 6, 1995 For the period
(inception) October 1, 1996
through through
September 30, 1996 May 31, 1997



Cash flows from operating activities

[ T2 e Y=Y $(978,765) $ (748,397)
Adjustments to reconcile net loss to net
cash used for operating activities
Stock compensation expense................ 31,990 88,500
Depreciation and amortization............. 74,234 114,467
Changes in assets and liabilities
Accounts receivable........ooiinnn.. (241,007) (78,862)
Prepaid expenses and other assets........ 13,745 (78,884)
Advances to shareholder.................. (18,945) (60,620)
Other noncurrent assetS........vvvuuenenn. (25,751) (1,622)
Accounts payable..........o i, 502,476 101,531
ACCTUEd EXPENSES . v vt e eeeeenenneennnnnnn 606,663 (286,802)
Due to affiliate.......vviiiiinnennennnn. (5,854) (101,217)
Net cash used for operating activities.. (41,214) (1,051,906)
Cash flows from investing activities
Purchase of property and equipment......... (135,409) (181,630)
Net cash used for investing activities.. (135,409) (181,630)
Cash flows from financing activities
Borrowings from long-term debt............. 200,000 1,375,000
Repayments of long-term debt............... (15,770) (117,089)
Repayments of capital lease obligations.... (7,819) (26,663)
Net cash provided by financing
activities.....oviiiiiii it e 176,411 1,231,248
Net decrease in cash...........ccvvinn.. (212) (2,288)
Cash, beginning of period................... 2,500 2,288
Cash, end of period........coviivinnnnnnnnn. $ 2,288 $ --
Supplemental disclosure of cash flow
information
Cash paid during the period for interest... $ 16,655 $ 17,334
Cash paid during the period for income
o D= - TS $ 800 $ --
Non-cash activities
Cost of licensing agreement................ $ - $ 250,000
Assets acquired under capital lease........ $ 126,686 $ --

The accompanying notes are an integral part of these financial statements.

Boxtop Interactive, Inc.

Notes to Financial Statements

1. Business

BoxTop Interactive, Inc. (the "Company") develops, maintains and hosts interactive web sites for clients
in a variety of industries. The Company also develops interactive audio and visual communication
applications for use with personal and business computers. The Company is a California corporation

and was incorporated on November 6, 1995.

2. Summary of Significant Accounting Policies Revenue recognition Revenues from website
development, hosting and maintenance services are recognized as the services are performed. Sales to
four separate customers were approximately $853,000 for the eleven months ended September 30,

1996; sales to two separate customers were approximately $1,351,000 for the eight months ended May
31,1997.



Property and equipment Property and equipment are recorded at cost, less accumulated depreciation
and amortization. Expenditures for renewals and improvements that significantly add to the
productive capacity or extend the useful life of an asset are capitalized. Expenditures for maintenance
and repairs are charged to operations as incurred. Depreciation expense is provided using the straight-
line method over the estimated useful lives of the assets, which ranges from three to five years.
Leasehold improvements are amortized using the straight- line method over the lesser of the lease term
or the estimated useful life. Equipment held under capital lease is recorded at the lower of the fair
market value of the lease or the present value of future minimum lease payments. These leased assets

are amortized using the straight-line method over the lesser of the lease term or the estimated useful

life.
Intangible asset

The intangible asset balance represents the cost of a licensing agreement between BoxTop
Entertainment, Inc. (an affiliate company) and the Company. The licensing agreement is for the
indefinite use of the BoxTop tradename and logo. The intangible asset is stated at cost less accumulated

amortization. Amortization expense is provided using the straight-line method over ten years.

The carrying value of the intangible asset is reviewed periodically for impairment based on future
expected cash flows. Based on its review, the Company does not believe that an impairment has

occurred.

Software development costs Software development costs incurred in connection with the Company's
licensed software products are accounted for in accordance with the provisions of Financial
Accounting Standards No. 86, "Accounting for the Costs of Computer Software to be Sold, Leased, or
Otherwise Marketed" (FAS 86). Capitalization of such costs begins only upon establishment of
technological feasibility as defined in FAS 86 and ends when the resulting product is available for sale.
All costs incurred to establish the technological feasibility of software products are classified as
research and development and are expensed as incurred. No products had reached technological
feasibility during the period from November 6, 1995 (inception) through May 31, 1997. Research and
development costs included in selling, general and administrative expense approximated $78,000 and

Boxtop Interactive, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) $224,000 for the period November 6, 1995
(inception) through September 30, 1996, and the period October 1, 1996 through May 31, 1997,

respectively.
Income taxes

The Company has applied the asset and liability approach of Statement of Financial Accounting
Standards No. 109, "Accounting for Income Taxes" (FAS 109), for financial accounting and reporting
purposes. The Company accounts for certain items of income and expense in different time periods for

financial reporting and income tax purposes. Provisions for deferred income taxes are made in



recognition of such temporary differences, where applicable. A valuation allowance is established
against deferred tax assets unless the Company believes it is more likely than not that the benefit will

be realized.

Stock-based compensation The Company has elected to continue to account for stock-based
compensation using the intrinsic value method prescribed in Accounting Principles Board Opinion No.
25, "Accounting for Stock Issued to Employees" (APB 25), and related Interpretations and to elect the
disclosure option of Statement of Financial Accounting Standards No. 123, "Accounting for Stock-
Based Compensation" (FAS 123). Accordingly, compensation cost for stock options is measured as the
excess, if any, of the fair market value of the Company's stock at the date of the grant over the amount

an employee must pay to acquire the stock.
Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could

differ from these estimates.

Fair value of financial instruments The carrying amounts of financial instruments including cash,
accounts receivable, accounts payable and accrued expenses approximate fair value. The carrying
amount of long-term debt approximates fair value based on current rates of interest available to the

Company for loans of similar maturities.
3. Property and Equipment Property and equipment consist of the following:

September 30, May 31,1996 1997

Furniture and fixXtures........ooiiiiiiiiiiiinnnnnnnn $ 16,394 $ 31,388
Computer equipment. ... ...uuiiieiiinnneeennnnnennnnn 376,017 502,826
Leasehold improvements........cuuiiiiineennnnnnnn 1,438 21,260
Computer software........uuiiiiinnnnnnnnnnnnnnnnnnn -- 20,005
393,849 575,479

Less accumulated depreciation and amortization..... (79,973) (184,025)
Property and equipment, net............ouvuinn... $313,876 $ 391,454

Boxtop Interactive, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) At September 30, 1996 and May 31, 1997, the
Company had approximately $127,000 of equipment under capital lease included in property and

equipment in the accompanying financial statements.
4. Accrued Expenses
Accrued expenses consist of the following:

September 30, May 31, 1996 1997



Payroll taxes payable........ciiiiiiniiinnnneennnn, $402,972 $ --

Customer adVvanCesS . ... vttt iieneeetneeeeennneeeennenns 165,419 180,994
Accrued Vacation. ...ttt i et et et e e 28,000 40,952
Deferred rent......ueiiit ittt e e it -- 31,603
Accrued dnterest. ...ttt ittt it it e -- 36,016
(0ol - P 10,272 30,296

$606,663 $319,861

5. Long-term Debt
Long-term debt consists of the following:

September 30, May 31,
1996 1997

Notes payable to shareholders (see Note 11), accruing monthly interest based on an annual rate of 8%.
Outstanding principal and accrued interest are due 120 days after demand. These notes are secured by
substantially all of the assets of the Company and are guaranteed by the principal shareholder of the
Company. These notes require a late payment penalty of 5.0% of the outstanding principal and accrued
interest should payment not be received within 120 days after demand........... $200,000 $ 100,000
Notes payable accruing monthly interest based on an annual rate of 8%. Outstanding principal and
accrued interest are due on the earlier of demand or July 1, 1997. These notes are secured by
substantially all of the assets of the Company and are guaranteed by the principal shareholders of the
ComPaANY...ccviieiriererereririrererenesesenenenes -- 750,000 Notes payable accruing monthly interest based on an
annual rate of 15%. Outstanding principal and accrued interest are due on July 1, 1997. These notes
are secured by substantially all of the assets of the Company and are guaranteed by the principal
shareholder of the Company. In connection with these borrowings the Company issued warrants to
acquire 375,000 shares of the Company's common stock at $1.00 per share exercisable on demand..... -
- 375,000 Note payable to IXL Holdings, Inc. (see note 12), accruing monthly interest based on an
annual rate of 8%. Outstanding principal and accrued interest are due on June 17, 1997. The note is
guaranteed by the principal shareholder of the Company........... -- 250,000 Bank equipment note
payable bearing interest at the Bank's prime rate plus 2%. This note requires monthly principal
payments of $1,526 plus interest through September 1999........ccocovcuveurcucunce 54,930 42,723
Other...iiccccccnes 5,408 526 Total debt.......cceuvuvivcrruricururcnnnes 260,338 1,518,249 Less
current portion of long-term debt............ (223,718) (1,493,836) Long-term debt.......cceuevveveuevrerureecncncnes $
36,620 $ 24,413

Boxtop Interactive, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) Future maturities of principal payments under
long-term debt are as follows:

Year ending May 31,

L9998 $1,493,836 1999...cueererreerererrerneeserseesessesenesenaeens 24,413
$1,518,249 See Note 12 for description of extinguishment of debt subsequent to May 31, 1997.



6. Shareholders deficit Stock The Company is authorized to issue two classes of stock designated
respectively as "common stock" and "preferred stock". The number of shares of common stock and

preferred stock authorized for issuance is 50,000,000 and 5,000,000, respectively.

Any liquidation preferences, dividends, voting rights and convertible features of the preferred stock
are to be determined by the Company's Board of Directors at the time of issuance. From November 6,

1995 (inception) through May 31, 1997, there was no preferred stock issued or outstanding.

During the period November 6, 1995 (inception) through September 30, 1996 and the period October
1, 1996 through May 31, 1997, the Company recognized stock compensation expense of
approximately $32,000 and $19,000, respectively, related to the issuance of its common stock to

employees and consultants.
Warrants

In connection with borrowings made by the Company during the period October 1, 1996 through May
31,1997, the Company issued warrants to acquire 375,000 shares of the Company's common stock at

$1.00 per share exercisable on demand.

In December 1996 and May 1997, the Company issued warrants to consultants to acquire 30,000
shares of the Company's common stock at an exercise price of $1.10 per share and 40,000 shares of
the Company's common stock at an exercise price of $1.50 per share, respectively. Such warrants were
exercisable immediately. The Company recognized expense of approximately $38,000 in connection

with the issuance of warrants in May 1997. These warrants remained outstanding as of May 31, 1997.

In connection with a customer making a $500,000 cash deposit with the Company in October 1996 for
future services, the Company issued warrants to acquire 712,500 shares of the Company's common
stock at $.90 per share exercisable on demand. As of May 31, 1997, the Company has customer
advances of approximately $180,000 related to remaining services to be performed under the

agreement. These warrants remained outstanding as of May 31, 1997.
7.Income Taxes

The Company's income tax expense for the period November 6, 1995 (inception) through September
30, 1996 and the period October 1, 1996 through May 31, 1997, consists entirely of the California

State minimum income tax of $800.

Boxtop Interactive, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) The Company had net deferred tax assets
consisting primarily of federal and state net operating loss carryforwards. The Company has no items
which give rise to significant deferred tax liabilities. At September 30, 1996 and May 31, 1997, the
Company has recorded a full valuation allowance offsetting the net deferred tax assets as management

believes it is more likely than not that some portion or all of the deferred tax assets will not be realized.



At May 31, 1997, the Company had net operating loss carryforwards for federal income tax purposes
of approximately $1,560,000 expiring in 2012. The Internal Revenue Code can impose certain
limitations on the future availability of net operating loss carryforwards, including annual limitations
on the amount of the carryforwards which could be utilized following substantial changes in a

company's ownership.

The difference between the Company's effective income tax rate and multiplying the Company's loss
before income taxes by the Federal statutory income tax rate for each of the periods presented in the
financial statements is due primarily to the recording of a valuation allowance to offset the Company's

net deferred tax asset.
8. Stock Option Plan

The Board of Directors has adopted a stock option plan (the Plan). Pursuant to the terms of the Plan,
the Board of Directors is authorized to grant options to purchase common stock not to exceed
3,000,000 shares to officers, employees and nonemployees. The Board of Directors is further

authorized to establish the exercise price and the vesting terms.

Pro forma information regarding net loss is required by FAS 123, and has been determined as if the
Company had accounted for its employee stock options under the fair value method. Had
compensation cost for the Company's Plan been determined based on the fair value at the grant date
consistent with the provisions of FAS 123, the Company's net loss would have been increased to the

pro forma amounts indicated below:

September 30, May 31, 1996 1997

Net loss
T =Y o Yo of =Y [P $(978,765) $(748,397)
PIo fOImMa. .ttt (978,865) (810,397)

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option
pricing model with the following weighted- average assumptions used for grants during the 1996 and
1997 periods, respectively: dividend yield of 0% for both periods; expected volatility of 0% for both
periods; risk free interest rate of 6.3% for both periods; expected life of 3.2 years and 3.0 years.

Boxtop Interactive, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) A summary of stock options as of September
30, 1996 and May 31, 1997, and changes during the periods ending on those dates is as follows:

September 30, 1996 May 31, 1997

Weighted Weighted

Average Average

Exercise Exercise
Options Price Options Price
Outstanding at beginning of period.. - $ -- 405,000 $0.97
Granted. ....oviiiii it 405,000 $ 0.97 465,000 $1.10
Outstanding at end of period........ 405,000 $ 0.97 870,000 $1.04

Weighted average fair value of



options granted during the period:
Exercise price exceeds fair value

of stock.vvve i, $ -- $0.13
Exercise price equals fair value
of stocK..vvi i $ -- $ --
Exercise price is less than fair
value of stock..........ccuiuun.. $ -- $0.99

No options were exercised or forfeited during the period from November 6, 1995 (inception) through
May 31, 1997.

The following table summarizes information about stock options outstanding at May 31, 1997:

Options Outstanding Options Exercisable
Weighted

Weighted Average Weighted

Number Average Remaining Number Average

Exercise Outstanding Exercise Contractual Exercisable Exercise
Prices at 5/31/97 Price Life at 5/31/97  Price
$1.10 550,000 $1.10 9.60 250,000 $1.10
$1.10 270,000 $1.10 4.50 145,000 $1.10
$0.01 50,000 $0.01 4.20 16,668 $0.01

In May 1997, the Company granted certain employees options to acquire 40,000 shares of the
Company's common stock at $1.10 per share. These options vested immediately. The Company
recognized approximately $32,000 of stock compensation expense related to the issuance of these

options.
9. Commitments

The Company is obligated under various capital leases for computer equipment that expire at various
dates through 1999. The gross amount of computer equipment and related accumulated amortization

included in property and equipment and recorded under capital lease is as follows:

September 31, May 31, 1996 1997

Computer Equipment.......uuueeiinnnnnennnnnnnnnnnnn $126,686 $126,686
Less accumulated amortization.................... (23,226) (40,117)
$103,460 $ 86,569

Amortization of assets held under capital lease for the period November 6, 1995 (inception) through
September 30, 1996 and the period October 1, 1996 through May 31, 1997 of approximately $23,000

and $17,000, respectively, is included with depreciation expense.

Boxtop Interactive, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) Future minimum lease payments under non-

cancelable operating leases and future minimum capital lease payments as of May 31, 1997 are as

follows:
Year Ending Capital Operating
May 31, Leases Leases
LS L P $ 52,500 $212,208

100 e i e e e i e, 52,500 212,208



24 010 4,015 212,208
124 010 6 S -- 123,788
Total minimum lease PaymeNntsS......ueeennueennneeennnnenn $109,015 $760,412

Rental expense under operating leases, primarily the Company's office facility, for the period
November 6, 1995 (inception) through September 30, 1996 and the period October 1, 1996 through
May 31, 1997 totaled approximately $96,000 and $154,000, respectively.

10. Employee Benefit Plan During the period October 1, 1996 through May 31, 1997, the Company
established a 401(k) plan (the Plan) under Section 401(k) of the Internal Revenue Code. The Plan
permitted the Company to make discretionary contributions to employees' 401(k) accounts, subject to
IRS limitations on maximum contributions. During the period from October 1, 1996 through May 31,

1997, the Company made no contributions to this plan.

11. Related Party Transactions The amounts due to affiliate represent monies owed to BoxTop
Entertainment, Inc., an affiliated company who provided non-interest bearing advances to the
Company. During the period November 6, 1995 through September 30, 1996, certain shared operating
expenses including payroll, rent and other costs were allocated between BoxTop Entertainment, Inc.
and the Company. Costs allocated to the Company were approximately $280,000, and are reflected in

general and administrative expenses in the accompanying financial statements.

The Company made non-interest bearing advances to its principal shareholder. Amounts outstanding
at September 30, 1996 and May 31, 1997 were $18,945 and $79,565, respectively.

At September 30, 1996 and May 31, 1997, the Company had outstanding loans of $200,000 and

$100,000, respectively, due to certain of its shareholders. The loans bear interest at 8% per annum.
12. Subsequent Events On May 30, 1997, the Company was acquired by iXL Enterprises, Inc.

Report of Independent Accountants To the Board of Directors and Shareholders of iXL Enterprises,

Inc.

In our opinion, the accompanying balance sheet and the related statements of operations and change
in members' deficit and of cash flows present fairly, in all material respects, the financial position of
Green Room Productions L.L.C. at December 31, 1997, and the results of its operations and its cash
flows for the year then ended in conformity with generally accepted accounting principles. These
financial statements are the responsibility of the Company's management; our responsibility is to
express an opinion on these financial statements based on our audit. We conducted our audit of these
statements in accordance with generally accepted auditing standards which require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We

believe that our audit provides a reasonable basis for the opinion expressed above.

PricewaterhouseCoopers LLP Atlanta, Georgia September 3, 1998



Green Room Productions L.Lc.

Balance Sheet

December 31, 1997

ASSETS
Current assets
[7= =] o 1 $ 37,532
Accounts recedivable. . ...ttt e e et e e 282,573
Cost and estimated earnings in excess of billings on uncompleted
[0 0 o= o < 39,660
Due from bank for factored accounts receivable.................. 10,878
Total CUTTENt @SSETS. i ittt ittt ittt ittt taneeeennnnennn 370,643
e U A o)1 1T=Y o o o= i 123,388
(08 o =3 = T == o= 3,000
Total 8SSEES. vttt ittt ittt ittt e $ 497,031

LIABILITIES AND MEMBERS' EQUITY
Current liabilities

ACCOUNTS PAYAD L. v ittt ittt ittt ettt et et e $ 82,888
ACCTUEBA BXP NS S .t v vttt ttee e et tnneeeeonneeeeenneeesenneeeeennnns 77,727
Short-term borroWingS . .ttt ittt ettt ettt eeeeeeeaaaanan 118,170
Current portion of capital lease obligations.................... 55,367

Billings in excess of costs and estimated earnings on
uncompleted CONtracts. . .ovitiii ittt ittt it 43,073
Total current liabilities.....uiiiiin i iineneennnnnnnn 377,225
Capital lease 0bligations. ....uuiiiiiinnnnn i ettt eeeeennnnnnnnnnnns 20,583
I R o= R I =Y o o T e =Y 397,808

Members' equity
Members' Units, no par value; 1,000,000 units issued and

[o U = = 2 Y Jx 3 Ve PSP
Unallocated capital......cuiiiiiiiiiiiiii i iiieeeiitnnnnnnnnn 1,093,411
MembeTrs ' defiCit. e een e eeeeneneeeeneeeeneneeneneeeenennenanns (994,188)
Total members' eqUItY....uuiiiiininnn ettt eeeeiennnnnanns 99,223

Lo o 1= o o= PP
Total liabilities and members' equity...........ccoiiiienn... $ 497,031

The accompanying notes are an integral part of these financial statements.

Green Room Productions L.Lc.

Statement of Operations and Change in Members' Deficit

For the year ended December 31, 1997

0= 2= LU =1 $1,483,003
CoSt Of TBVENUES. ..ttt ittt ittt ittt et eaaaaaaaanas 948,011
BroSs Profat. ettt e 534,992
Selling, general and administrative expenses...............cccvu... 970,143
Depreciation and amortization..........uiiiiiiiiiiiiiiiiinneea 58,894
Loss from operations. .....c..ueiitiiiiiteeeeenennnnnnnnnnnn (494,045)
Interest expense and other, net.........coiiiiiiiiiiiiiiinnnnnnn. (16,672)
1= o o == (510,717)
Members' deficit, beginning of year.......... . i, (483,471)

Members' deficit, end of year....... ..ottt $ (994,188)



The accompanying notes are an integral part of these financial statements.
Green Room Productions L.l.c.

Statement of Cash Flows

For the year ended December 31, 1997

Cash flows from operating activities
= o o 1= = $(510,717)
Adjustments to reconcile net loss to net cash provided by (used

in) operating activities

Depreciation and amortization............iiiiiiiiiiiiiiiiiiaann 58,894
Changes in operating assets and liabilities
ACCOUNTS TECEIVADLE . vttt ettt et et e ettt et ettt (215,909)
Costs and estimated earnings in excess of billings on
uncompleted CONtractS. . vuvin ittt ittt ittt eeenneeennnannn (21,912)
(0N T = T Y = o= 23,164
Accounts payable and accrued eXpeNnsSesS.........eieiiiinnnnnnnnn. 95,723
Billings in excess of costs and estimated earnings on
uncompleted contracts. . ..vvitii ittt i i i e e e e 43,073
Net cash used in operating activities...........cciiiueennnnn. (527,684)
Cash flows from investing activities
Capital expenditUres. ..o tv ittt it ettt ettt ennenns (9,182)
Net cash used in investing activities.............ccviuieinnn.. (9,182)
Cash flows from financing activities
Net proceeds from factored account receivables................... 54,391
Payments on capital 1eases......uiiiiiiiiiiineeiinnneeeennneennns (42,752)
Net cash provided by financing activities..................... 11,639
Net decrease 1N Cash......uiiiiiiit ittt i (525,227)
Cash, beginning of year........uiiiiiiiiiiii it eeeeeennnnn 562,759
Cash, end Of YeaT ... i ittt ittt ittt ettt teeeneeennns $ 37,532
Supplemental disclosure of cash flow information
Cash paid during the period for interest............. ..., $ 29,662
Non-cash investing and financing activities
Acquisition of equipment through capital leases.................. $ 65,503

The accompanying notes are an integral part of these financial statements.

Green Room Productions L.Lc.

Notes to Financial Statements

1. Nature of Business and Summary of Significant Accounting Policies Nature of business Green Room
Productions L.L.C. (the "Company") creates consumer-oriented content for the World Wide Web (the
"Web"). The content developed for the Web consists of informative and promotional web sites with a

focus on the travel industry. The Company's customers are located throughout the United States.

Significant accounting policies Revenue recognition Revenue from service contracts is recognized over
the contractual period using the percentage-of-completion method based on when services are

performed. Advance billings in excess of costs represent deferred revenue and are recorded as billings



in excess of costs and estimated earnings on uncompleted contracts. Unbilled receivables in excess of
billings represent earned revenues and are recorded as costs and estimated earnings in excess of
billings on uncompleted contracts. Operating expenses, including indirect costs and administrative
expenses, are charged to income as incurred and are not allocated to contract costs. At the time a loss

on a contract becomes known, the entire amount of the estimated loss is accrued.
Equipment

Equipment is recorded at cost, less accumulated depreciation. Expenditures for renewals and
improvements that significantly add to the productive capacity or extend the useful life of an asset are
capitalized. Expenditures for maintenance and repairs are charged to operations as incurred.
Depreciation expense is provided on the straight-line method over the estimated useful lives for
purchased assets, which range from 3 to 7 years. Equipment held under capital lease is amortized on
the straight-line method over the lesser of the useful life or the lease term.

Income taxes

The Company is organized as a limited liability corporation (L.L.C.). As such, the Company's income, or
losses, are passed-through directly to the shareholders of the Company. As a result, no provision for

income taxes has been made in the accompanying financial statements.

Stock-based compensation The Company has elected to continue to account for stock-based
compensation using the intrinsic value method prescribed in Accounting Principles Board Opinion No.
25, "Accounting for Stock Issued to Employees" (APB 25) and related Interpretations and has elected
the disclosure option of Statement of Financial Accounting Standards No. 123, "Accounting for Stock-
Based Compensation" (FAS 123). Accordingly, compensation cost for stock options is measured as the
excess, if any, of the fair value of the Company's stock at the date of the grant over the amount an

employee must pay to acquire the stock.

Fair value of financial instruments The carrying amounts of financial instruments including cash,
accounts receivable, accounts payable and accrued expenses approximate fair value. The carrying
amounts of borrowings approximate fair value based on current rates of interest available to the

Company for loans of similar maturities.

Green Room Productions L.Lc.

NOTES TO FINANCIAL STATEMENTS--(Continued) Comprehensive income Statement of Financial
Accounting Standards No. 130, "Reporting Comprehensive Income" requires entities to report
comprehensive income, which represents the change in equity during a period from non-owner
sources. The Company has not incurred any such activity other than the net loss for all periods

presented.

Use of estimates



The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses during the reporting period. Actual results could differ from those
estimates and could materially affect the reported amounts of assets, liabilities and future operating

results.
2. Equipment
Equipment consists of the following:

December 31, 1997

Computer equUipmMeNt. .ttt ittt et ettt ittt $147,279
CompUter SO tWATE. ittt ittt ettt ettt ettt 21,577
Furniture and faiXtULes. . ...ttt ittt ittt eeinnnennn 35,058

203,914
Less accumulated depreciation and amortization.................. (80,526)
Lo T A o] 1= a4 = o $123,388

At December 31, 1997, the Company had equipment under capital lease, net of amortization, of
$75,486.

3. Borrowings
Borrowings consist of the following:
December 31, 1997

Capital lease obligations, payable in monthly installments of
$137 to $1,738 expiring from 1998 to 2000, collateralized by
equipment with a net book value of $75,486 as of December

3L, 1997 e e e e $ 75,950
Borrowing, secured by factored accounts receivable........... 54,391
Note payable to a member, unsecured, which provides for

quarterly interest only payments at 11%..........cccivieunnn. 9,423
Note payable to a member, unsecured, which provides for

quarterly interest only payments at 11%.......... ..o, 27,416
Note payable to a member, unsecured, which provides for

quarterly interest only payments at 11%..........ccciviiunnn. 26,940

194,120
Less current maturities. .. ouein ittt ittt et (173,537)
Long-term Portaion. vttt ittt ettt ettt et . $ 20,583

Green Room Productions L.Lc.

NOTES TO FINANCIAL STATEMENTS--(Continued) Total interest expense recognized for the year
ended December 31, 1997 was $18,785, including $8,048 owed to related parties.

During 1996 the Company entered into an agreement with a bank whereby the Company sold certain
qualified accounts receivable to the bank, with recourse, for the amount of the accounts receivable less
fees and interest. Fees were calculated at 1% of the amount of the receivable at the date of sale. Interest
is calculated as 0.2% of the amount of the outstanding balance for each day the receivable is

outstanding. As of December 31, 1997, the Company had an outstanding factored balance of $54,391.



The aggregate maturities required on notes payable and capital lease obligations are as follows:

Year ending December 31,

oL N $173,537
1990 . ittt e e e et ettt et e e 26,761
22010 PPN 1,637
Less amounts representing interest on capital leases........... (7,815)

$194,120

4. Employee Benefits
Unit plan

During 1996, the Company adopted an employee unit plan which provides for the granting of member
units to officers and other key employees of the Company. These awards vest over a three year period.
The plan terminates on December 31, 2007. All new awards of units are withdrawn from the three

original members.

The Company applies APB Opinion No. 25 and related Interpretations in accounting for the plan.
During the years ended December 31, 1997, no compensation cost was recognized for issuance of

15,750 units under the Company's plan.
401(k) savings plan

Effective April 1, 1997, the Company established a 401(k) plan for substantially all employees over the
age of 21 and with more than six months of services as defined by the plan. The plan allows for
discretionary employer matching contributions up to 15% of the employees' compensation, subject to
limitations. The matching contributions made during the year ended December 31, 1997 were not

significant.

Green Room Productions L.Lc.

NOTES TO FINANCIAL STATEMENTS--(Continued) 5. Concentrations of Credit Risk Net sales for
the year ended December 31, 1997 for several major customers, together with the receivable due from
each customer, are presented below. The Company does not obtain, nor require, any collateral or other

security instruments related to these balances.

December 31, 1997 Accounts Amount of Receivable Customer Net Sales Balance

A e e e $ 506,557 $ 39,998
B e e e 201,637 30,682
L PP 177,245 12,529
Dt e e 139,500 59,433
B i e 127,901 45,009

$1,152,840 $187,651

6. Commitments

Future minimum lease payments under non-cancelable operating leases as of December 31, 1997 are

as follows:



Year ending December 31, 1998.......corvnnnnnrnreeeecccceeennns $64,000
1999 2,000 Total minimum lease payments.........oceecurevcmceeicnnunnns
$66,000 The Company's operating leases are primarily for office equipment and the Company's office
facility. Rental expense under operating leases for the year ended December 31, 1997 totaled
approximately $139,000.

7. Subsequent Event

On February 5, 1998, the Company was acquired by iXL Enterprises, Inc.

Report of Independent Accountants

To the Board of Directors and Shareholders of iXL Enterprises, Inc.

In our opinion, the accompanying balance sheet and the related statements of operations, of changes in
shareholders' deficit, and of cash flows present fairly, in all material respects, the financial position of
Digital Planet at September 30, 1997, and the results of its operations and its cash flows for the year
then ended in conformity with generally accepted accounting principles. These financial statements are
the responsibility of the Company's management; our responsibility is to express an opinion on these
financial statements based on our audit. We conducted our audit of these statements in accordance
with generally accepted auditing standards which require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audit

provides a reasonable basis for the opinion expressed above.

PricewaterhouseCoopers LLP Atlanta, Georgia July 13, 1998

Digital Planet

Balance Sheet

September 30, March 31, 1997 1998 (unaudited)

ASSETS
Current assets
L= = o $ 87,355 $ 98,302
Accounts receivable........c.iiiiiii i it i i 482,997 651,770
Cost and estimated earnings in excess of billings
on uncompleted contracts..........oiiiiiiii.. 92,091 -—
Other current assetsS.....vviii i it iinenennnnnns 48,162 21,977
Total current assetsS.....coviii it ieneennennnn 710,605 772,049
Equipment, net. .. ..ottt ittt einnnneean 188,559 450,776
(08 o =3 = T =Y o= 19,632 26,474
Total @SSetS .t vttt ittt it ii i $ 918,796 $ 1,249,299

LIABILITIES, MANDATORILY REDEEMABLE CONVERTIBLE



PREFERRED STOCK AND SHAREHOLDERS' DEFICIT
Current liabilities

Accounts payable.......iitiiiiiiiiii i $ 227,597 $ 258,779
ACCTUEA EBXPENSES . vttt tteeeeenenneeenneeeennnns 228,218 173,530
Short-term borrowings........c.coiiiiiiiiinnnnnnnn. 762,225 1,096,502
Current portion of capital lease obligations...... 9,936 26,179
Billings in excess of costs and estimated earnings
on uncompleted contracts........... i, 32,874 83,912
Total current liabilities............coceiion... 1,260,850 1,638,902
Deferred rent.......ouiiiiiiiin it innnnennnn -- 28,131
Capital lease obligations...........iiiiiiiinnnnnn.. 8,006 100,506
Total liabilities.....oeeiiinieennnennnnnennnnn 1,268,856 1,767,539

Series A mandatorily redeemable convertible
preferred stock, 1,966,163 shares designated;

811,597 shares issued and outstanding.............. 613,567 613,567
Series A preferred stock warrants, 1,154,566
outstanding. . ovve ittt i e i e e e 161,639 161,639

Shareholders' deficit
Common stock, no par value; 40,000,000 shares
authorized; 9,579,500 and 9,580,000 shares issued
and outstanding at September 30, 1997 and March

31, 1998, respectively.....cuviiiiiiiinnnnnnnnnn. 9,580 9,830
Additional paid-in capital..........ciiiiiiiinnnnn 48,838 48,838
Accumulated deficit...vvue i it (1,183,684) (1,352,114)

Total shareholders' deficit.......... ..., (1,125,266) (1,293,446)
Commitments
Total liabilities and shareholders' deficit..... $ 918,796 $ 1,249,299

The accompanying notes are an integral part of these financial statements.

Digital Planet

Statement of Operations

For the
Year For the Six Months
Ended Ended
September March 31,
30, = mmmmmmmmm e e
1997 1997 1998
(unaudited)
REVENUES . vt vttt it ee e ii e $3,745,947 $1,921,302 $1,598,868
Cost of revenues.................. 2,031,531 1,037,503 1,006,664
Gross profit............couiu.. 1,714,416 883,799 592,204
Selling, general and
administrative expenses.......... 1,209,550 513,647 625,766
Depreciation and amortization..... 45,277 11,319 36,658
Income (loss) from operations... 459,589 358,833 (70,220)
Interest expense, net............. (56,824) (11,867) (97,410)
Income (loss) before income
=D =T 402,765 346,966 (167,630)
Income tax provision.............. 800 800 800
Net income (losS)............... 401,965 346,166 (168,430)

Accretion on Series A mandatorily
redeemable convertible preferred
stocK. .o v (149, 646) (149 ,646) --
Net income (loss) available to
common shareholders.............. $ 252,319 $ 196,520 $ (168,430)



The accompanying notes are an integral part of these financial statements.

Digital Planet

Statement of Changes in Shareholders’ Deficit

Common Stock

—————————————————— Additional
Shares Paid-in Accumulated
Outstanding Amount Capital Deficit Total

Balance, September 30,

1996t i iiie i 9,579,500 $9,580 $48,838  $(1,436,003) $(1,377,585)
Accretion on Series A

mandatorily redeemable

convertible preferred

StoCK. e i i, - -- -- (149, 646) (149, 646)
Net income............ -- - -- 401,965 401,965
Balance, September 30,
1997 i i 9,579,500 9,580 48,838 (1,183,684) (1,125,266)
Exercise of stock
options (unaudited).... 500 250 -- -- 250
Net loss (unaudited).. -- -- -- (168,430) (168,430)
Balance, March 31, 1998
(unaudited)............ 9,580,000 $9,830 $48,838 $(1,352,114) $(1,293,446)

The accompanying notes are an integral part of these financial statements.

Digital Planet

Statement of Cash Flows

For the six months

For the year ended
ended March 31,
September 30, ------------—————-—-
1997 1997 1998
(unaudited)

Cash flows from operating activities

Net income (10SS) . e ev et eneneennennnn. $ 401,965 $ 346,166 $(168,430)
Adjustments to reconcile net income (loss)

to net cash provided by (used in)

operating activities

Depreciation and amortization............ 45,277 11,319 36,658
Changes in operating assets and

liabilities
Accounts receivable..........cciuuuua... (194,908) (81,190) (168,773)
Costs and estimated earnings in excess

of billings on uncompleted contracts... (92,091) -- 92,091
Other @ssetsS......uviiriinnnennennennnn (44 ,429) (2,537) 19,222
Accounts payable and accrued expenses... 263,579 (12,357) (23,5006)

Billings in excess of costs and
estimated earnings on uncompleted
{00 o o= Y o (819,073) (239,143) 51,038



Deferred rent.......coiiiiiiiiinneennnnns -- -- 28,131
Net cash (used in) provided by

operating activities.................. (439,680) 22,258 (133,569)
Cash flows from investing activities
Capital expenditures..........cceveuennn.. (97,679) (10,855) (185,810)
[0 Y3 < (8,060) -- --
Net cash used in investing activities.. (105,739) (10,855) (185,810)

Cash flows from financing activities
Proceeds from factored accounts

receivable. . ... ..t e 167,081 -- 87,250
Payments on revolving line of credit...... (50,000) -- --
Payments on capital leases................ (10,353) (2,588) (4,202)
Payments on short term borrowings......... (85,846) (24,711) (2,972)
Proceeds from short term borrowings....... 500,000 -- 250,000
Proceeds from exercise of stock options... -- -- 250

Net cash provided by (used in)
financing activities.................. 520,882 (27,299) 330,326
Net (decrease) increase in cash........ (24,537) (15,896) 10,947
Cash, beginning of period.................. 111,892 111,892 87,355
Cash, end of period........ccvvviviinnennn.. $ 87,355 $ 95,996 $ 98,302
Supplemental disclosures of cash flow
information
Cash paid during the period for interest.. $ 38,898 $ 11,867 $ 65,023
Cash paid during the period for income
=3 - $ 800 $ - $ --

Non-cash investing and financing activities
Accretion on Series A mandatorily

redeemable convertible preferred stock... $ 149,646 $ 149,646 $ --
Acquisition of equipment through capital
== Y= T $ -- $ -- $ 112,944

The accompanying notes are an integral part of these financial statements.

Digital Planet

Notes to Financial Statements

1. Nature of Business and Summary of Significant Accounting Policies Nature of business Digital
Planet (the "Company") was incorporated on October 26, 1994 in California and is engaged in the
development of consumer-oriented content for the World Wide Web and other media. The Company's

customers are located throughout the United States.

Significant accounting policies Revenue recognition Revenue from service contracts is recognized over
the contractual period using the percentage-of-completion method based on when services are
performed. Advance billings in excess of costs represent deferred revenue and are recorded as billings
in excess of costs and estimated earnings on uncompleted contracts. Unbilled receivables in excess of
billings represent earned revenues and are recorded as costs and estimated earnings in excess of
billings on uncompleted contracts. Revenue for services in which reasonable estimates to complete
could not be made is recognized upon completion and when all remaining obligations are not
significant. Operating expenses, including indirect costs and administrative expenses, are charged to
income as incurred and are not allocated to contract costs. Any anticipated losses on contracts are

charged to earnings when identified.



Equipment

Equipment is recorded at cost, less accumulated depreciation. Expenditures for renewals and
improvements that significantly add to the productive capacity or extend the useful life of an asset are
capitalized. Expenditures for maintenance and repairs are charged to operations as incurred.
Depreciation expense is provided on the straight-line method over the estimated useful lives for
purchased assets, which range from 3 to 7 years. Equipment held under capital lease is amortized on
the straight-line method over the lesser of the useful life or the lease term. Leasehold improvements are

amortized using the straight-line method over the lesser of the useful life or the lease term.
Income taxes

The Company has applied the asset and liability approach of Statement of Financial Accounting
Standards No. 109, "Accounting for Income Taxes", for financial accounting and reporting purposes.
The Company accounts for certain items of income and expense in different time periods for financial
reporting and income tax purposes. Provisions for deferred income taxes are made in recognition of
such temporary differences, where applicable. A valuation allowance is established against deferred tax

assets unless the Company believes it is more likely than not that the benefit will be realized.

Stock-based compensation The Company has elected to continue to account for stock-based
compensation using the intrinsic value method prescribed in Accounting Principles Board Opinion No.
25, "Accounting for Stock Issued to Employees" (APB 25) and related Interpretations and has elected
the disclosure option of Statement of Financial Accounting Standards No. 123, "Accounting for Stock-
Based Compensation" (FAS 123).

Digital Planet

NOTES TO FINANCIAL STATEMENTS--(Continued) Accordingly, compensation cost for stock
options is measured as the excess, if any, of the fair value of the Company's stock at the date of the

grant over the amount an employee must pay to acquire the stock.

Fair value of financial instruments The carrying amounts of financial instruments including cash,
accounts receivable, accounts payable, accrued expenses and mandatorily redeemable convertible
preferred stock approximate fair value. The carrying amount of borrowings approximate fair value

based on current rates of interest available to the Company for loans of similar maturities.
Comprehensive income

Statement of Financial Accounting Standards No. 130, "Reporting Comprehensive Income" requires
entities to report comprehensive income, which represents the change in equity during a period from
non-owner sources. The Company has not incurred any such activity other than the net income (loss)

for all periods presented.

Use of estimates



The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses during the reporting period. Actual results could differ from those
estimates and could materially affect the reported amounts of assets, liabilities and future operating

results.

Interim financial information The accompanying financial statements and related notes as of March
31,1998 and for the six months ended March 31, 1997 and 1998 are unaudited. In the opinion of
management, the unaudited interim financial statements have been prepared on the same basis as the
audited financial statements and include all adjustments, consisting of only normal recurring
adjustments, necessary to present fairly the Company's financial position as of March 31, 1998 and the
results of the Company's operations and its cash flows for the six months ended March 31, 1997 and
1998. The results for the six months ended March 31, 1998 are not necessarily indicative of the results
to be expected for the year ending September 30, 1998.

2. Equipment
Equipment consists of the following:

September 30, March 31, 1997 1998 (unaudited)

Computer equipment.......couiiiiiiinnneennnennnn $253,608 $468,297
Computer software........c.uuiiiinnnnnnnnnnnnnnnnnn 20,483 24,982
Leasehold improvements........cuuiiiiiiinneennnnnnn 12,361 91,926

286,452 585,205
Less accumulated depreciation and amortization.... (97,893) (134,429)
Equipment, Net....oeir i ni it ieieiiinenenn. $188,559 $450,776

Digital Planet

NOTES TO FINANCIAL STATEMENTS--(Continued) At September 30, 1997 and March 31, 1998,
the Company had equipment under capital lease, net of amortization, of $25,066 and $131,518,

respectively.
3. Borrowings
Borrowings consist of the following:

September 30, March 31, 1997 1998 (unaudited) Note payable, unsecured, due March 1, 1998 which
provides for payment of the principal balance, plus interest accrued at prime plus 2%......... $ 500,000 $
500,000 Note payable, unsecured, due April 15, 1998 which provides for payment of the principal
balance plus interest accrued at 12%........... -- 250,000 Capital lease obligations, payable in monthly
instalments of $156 to $1,083 expiring from 1998 to 2003, collateralized by equipment with a net
book value of $25,066 and $131,518 at September 30, 1997 and March 31, 1998,
FESPECTIVELY.cuvrururererrerererececcnanes 17,942 126,685 Borrowing, secured by factored accounts
receivable.....iceeeeeceeeceeenene 167,081 254,331 Note payable to shareholder, unsecured, which
provides for periodic principal payments of $500 to $1,500 plus interest at 10%. The note was repaid
in May 1998.......ccocvvievncnas 55,659 56,014 Note payable to an officer, unsecured, which provides for



monthly interest only payments at 10%. The note was repaid in May 1998........... 10,786 8,339 Note
payable to shareholder, unsecured, which provides for monthly interest only payments at 10%. The
note was repaid in May 1998........... 28,699 27,818 780,167 1,223,187 Less current
MAatUTItIeS..uerirerirercrerenennes (772,161) (1,122,681) Long-term portion......eeeceeesceeescenee $ 8,006 $ 100,506
Total interest expense recognized by the Company for the year ended September 30, 1997 and the six
months ended March 31, 1998 was $60,639 and $97,902, respectively, including $34,905 and
$38,381, respectively, recognized with respect to related party borrowings. The Company maintained a
$50,000 line of credit which expired and was repaid on July 1, 1997.

The $500,000 note payable was issued pursuant to an agreement with a private investor and included a
detachable warrant to purchase up to 166,667 shares of the Company's common stock for $3 per share
through April 2000 (see Note 6). The value of the warrants was not material. The note was repaid with
proceeds from the sale of the Company to iXL Enterprises, Inc. (see Note 11). The warrant was not
exercised. On July 25, 1997, the Company entered into an agreement with a bank whereby the
Company sold certain qualified accounts receivable to the bank, with recourse, for the amount of the
accounts receivable less fees and interest. Fees are calculated at 1% of the amount of the accounts
receivable at the date of sale. Interest is calculated as 0.1% of the amount of the outstanding balance
for each day the accounts receivable are outstanding. As of May 12, 1998, all of the factored accounts

receivable had been collected from the customer.

On January 14, 1998, the Company entered into an agreement with iXL Enterprises, Inc. to borrow

$250,000 pursuant to a note which accrues interest at 12% per year.

Digital Planet

NOTES TO FINANCIAL STATEMENTS--(Continued) The aggregate maturities required on

borrowings including capital lease obligations are as follows:

Year ending September 30,

RS L T $774,500
2000 e e e et e et et e 7,625
70 L0 1,271
783,396

Less amounts representing interest on capital leases............... (3,229)
$780,167

4. Income Taxes

At September 30, 1997 the Company had net operating loss carryforwards for federal income tax
purposes of approximately $204,000. The carryforwards expire in varying amounts in 2003 through
2013. A valuation allowance has been established against the benefit of the net operating loss
carryforwards and other deferred tax assets which the Company does not believe are more likely than

not to be realized. Under the Tax Reform Act of 1986, the amount of and the benefit from federal net



operating losses that can be carried forward may be limited in certain circumstances. Events which may
cause changes in the Company's tax carryovers include, but are not limited to, a cumulative ownership

change of more than 50% over a three-year period.

The income tax provision differs from the amount of income tax determined by applying the U.S.
federal income tax rate to pretax income for the year ended September 30, 1997 due to the utilization

of net operating loss carryforwards which had been previously reserved for.

5. Series A Mandatorily Redeemable Convertible Preferred Stock In June 1996, the Company entered
into an agreement to issue 811,597 shares of Series A 8% Mandatorily Redeemable Convertible
Preferred Stock and 1,154,566 Preferred Stock Warrants in return for the termination of a loan,
advances and the cancellation of previously issued warrants with a combined carrying value totaling
$511,306. The aggregate authorized number of preferred shares is 10,000,000 of which 1,966,163 are
designated as Series A Mandatorily Redeemable Convertible Preferred Stock ("Series A Preferred
Stock™") with 811,597 shares issued and outstanding at September 30, 1997 and March 31, 1998.

Each share of Series A Preferred Stock outstanding is convertible at the option of the holder into one
share of common stock, subject to certain adjustments, and automatically converts upon the
completion of an underwritten public offering of common stock with gross proceeds of at least $7.5

million and a public offering price of not less than $2.52 per share.

The holders of the Series A Preferred Stock are entitled to receive their original issuance price of $0.63
per share in liquidation, plus an amount equal to all declared but unpaid dividends, prior and in
preference to any distribution to the holders of common stock. At September 30, 1997 and March 31,
1998, the aggregate liquidation value of the Series A Preferred Stock is $511,306. Each share of
preferred stock is redeemable at the option of the holder for $613,567 (120% of its original issuance
price) any time after January 1, 1997.
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NOTES TO FINANCIAL STATEMENTS--(Continued) The holders of the preferred stock are entitled
to elect two members to the Board of Directors and have voting rights equal to common stock on an if-
converted basis. Preferred stockholders also are entitled to receive noncumulative dividends in
preference to any dividends on common stock at a rate per share equal to 8% of the original per share
value. No dividends have been declared as of September 30, 1997 or March 31, 1998. The Company is
restricted from authorizing or creating any new class or series of stock which has a preference over or is

equal to the preferred stock.

The 1,154,566 Preferred Stock Warrants allow the holders to purchase 1,154,566 shares of the
Company's Series A Preferred Stock at $0.63 per share subject to adjustment upon the occurrence of
certain events as defined in the agreement. The warrants are exercisable through the earlier of July 10,

1999 or a public offering, as defined, and provide for certain registration rights.



In May 1998, the Company purchased all of the outstanding Series A Preferred Stock and Preferred
Stock Warrants from the holders (see Note 11).

The combined carrying value of $511,306 was allocated between the Series A Preferred Stock and the
Preferred Stock Warrants based upon the relative fair value of each instrument. The value allocated to
the warrants was $161,639 and the amount allocated to the stock was $349,667. The Series A
Preferred Stock carrying value was increased such that at January 1, 1997, when the stock can be
redeemed, it is stated at its redemption value. The Company has recorded this accretion using the
effective interest method by increasing the value of the Series A Preferred Stock and increasing the

accumulated deficit.

Mandatorily redeemable preferred stock activity consists of the following for the year ended

September 30, 1997:

Balance at September 30, 1996.......coevrrivivcrceninnnnnes $463,921 Accretion to redemption

121 1§ (U 149,646 Balance at September 30, 1997.......cccocvvvvrrrvveenenee $613,567 6.
Common Stock Warrants As of both September 30, 1997 and March 31, 1998, the Company had
warrants outstanding held by a customer and a private lender (see Note 3) which allowed the holders to
purchase 348,842 and 166,667 shares of the Company's common stock, respectively, at a weighted-
average price of $1.18 and $3.00 per share, respectively. The customer warrants were issued in May

1996 and were allocated a value of approximately $49,000.
7. Employee Benefits
Stock option plan

In June 1996, the Company adopted a stock option plan which provides for the grant of incentive and
nonqualified options to officers, other key employees of the Company and certain directors and
consultants to purchase up to 421,500 shares of the Company's common stock. On January 1, 1998,
the number of authorized shares was increased to 1,000,000. Options are granted at prices equal to at
least 100% of the fair market value of the stock at the date of grant, expire no later than ten years from
the date of grant and become exercisable as the Board of Directors determines. At September 30, 1997
and March 31, 1998, respectively, 387,457 and 990,700 stock options were outstanding with exercise
prices ranging from $0.50 to $6.00 per share.

Digital Planet

NOTES TO FINANCIAL STATEMENTS--(Continued) The following table summarizes stock option
activity for the year ended September 30, 1997:

September 30, 1997 Weighted Average Exercise Options Price

Outstanding, beginning of year.........uiiiiiiininnnnnnnnnn 290,457 $0.55
L€ =T o =1 PSS 145,000 $2.00
S ol oY =Y o -- -
oo = o =Y (48,000) $1.24
Outstanding, end of year........uiiiiiiiininnnnniinnnnnnnnn 387,457 $1.01

Options exercisable at end of year..........ccvviiiinnnnnn.. 58,091 $0.55



Options Outstanding Options Exercisable

Number Weighted Number
Outstanding Average Weighted Exercisable Weighted
at Remaining Average at Average
September 30, Contractual Exercise September 30, Exercise
Range of Exercise Prices 1997 Life Price 1997 Price
$0.50. .. it 175,000 3.66 $0.50 35,000 $0.50
$0.63. . i 115,457 3.92 $0.63 23,091 $0.63
$1.24. i 55,000 2.16 $1.24 - -
$3.00. .. it 30,000 4 .54 $3.00 -- --
$6.00. ...t 12,000 4.58 $6.00 -- --
387,457 58,091

The Company granted 729,200 options during the six months ended March 31, 1998. The Company
applies APB Opinion No. 25 and related Interpretations in accounting for the plan. During the year
ended September 30, 1997 and the six months ended March 31, 1998, no compensation cost was
recognized for the issuance of stock options under the Company's plan. Had compensation cost for the
Company's stock option plan been determined based on the fair value method as described in
Financial Accounting StandardsNo. 123, "Accounting for Stock- Based Compensation", there would not

be a material difference from the Company's reported results of operations.
401(k) savings plan

Effective January 1, 1996, the Company established a 401(k) plan for substantially all employees over
the age of 21 with more than six months of service as defined by the plan. The plan allows for
discretionary employer matching contribution up to 4% of the employees' compensation, subject to
limitations. The matching contributions made during the year ended September 30, 1997 and the six

months ended March 31, 1998 were not material.

Digital Planet

NOTES TO FINANCIAL STATEMENTS--(Continued) 8. Related Party Transactions During the year
ended September 30, 1997 and the six months ended March 31, 1998, the Company performed

services for one of its Series A Preferred Stock investors and recognized revenue in the amount of
$615,640 and $40,000, respectively.

9. Concentrations of Credit Risk Net sales for the year ended September 30, 1997 for several major
customers, together with the receivable due from each customer, are presented below. The Company

does not obtain, nor require, any collateral or other security instruments related to these balances.

September 30, 1997 Accounts Amount of Receivable Customer Net Sales Balance

A e e e e e e e et e e $ 458,400 $ --
B (related party, see Note 8).....ccviiiiiiinnnnnnnn. 615,640 5,000
Y 1,082,537 139,323
0 I 1,143,973 315,899

$3,300,550 $460,222

10. Commitments



Future minimum lease payments under non-cancelable operating leases as of September 30, 1997 are

as follows:

Year ending September 30, 1998........viinnices $118,806
1999 183,450 2000......cuireincicrincicnisicsisesssssssssanaes 195,483
2007t 207,510 2002....cumueireierircierrireiesessisssesssssessessseens 219,543
Thereafter.....oeerneneeneririreeecrereereseeaene 55,638 Total minimum lease payments......c.coceererercrecrerrererecncs

$980,430 The Company's operating leases are primarily for office equipment and the Company's office
facility. Rental expense under operating leases for the year ended September 30, 1997 and the six
months ended March 31, 1998 totaled approximately $223,000 and $127,000, respectively.

11. Subsequent Events On May 12, 1998, the Company was acquired by iXL Enterprises, Inc.

Report of Independent Accountants

To the Board of Directors and Shareholders of iXL Enterprises, Inc.

In our opinion, the accompanying balance sheet and the related statements of operations, of changes in
shareholders' deficit, and of cash flows present fairly, in all material respects, the financial position of
Micro Interactive, Inc. at December 31, 1997, and the results of its operations and its cash flows for the
year then ended in conformity with generally accepted accounting principles. These financial
statements are the responsibility of the Company's management; our responsibility is to express an
opinion on these financial statements based on our audit. We conducted our audit of these statements
in accordance with generally accepted auditing standards which require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We

believe that our audit provides a reasonable basis for the opinion expressed above.

PricewaterhouseCoopers LLP Atlanta, Georgia June 26, 1998
Micro Interactive, Inc.

Balance Sheet

December 31, March 31, 1997 1998 (unaudited)

ASSETS
Current assets
[ = o $ 203,414 $ 91,994
Accounts receivable....... ...ttt 651,239 521,407
Costs and estimated earnings in excess of billings
on uncompleted contracts.........cciiiiiiiiiiiiinn. 371,300 300,133
Prepaid eXpensSesS. ... ii ettt ittt 56,944 69,569

Total current assets......cooiiiiiiiinneinnnnnnnn 1,282,897 983,103



Property and equipment, net........ ... i, 113,936 106,248

Other @SSeTS. i iii ittt it ittt ettt eeannaann 49,617 49,617
Total @SSeTS . ittt ittt ettt e et e e e $1,446,450 $1,138,968

LIABILITIES AND SHAREHOLDERS' DEFICIT

Current liabilities

Accounts payable. ......uiiiiiii i i e e $ 139,399 $ 94,954
ACCTUEA EBXPENSES .ttt ettt ittt ttneeeeenneneeennnnnns 79,758 40,450
Accrued payroll. ... ...ttt i i e e e e 80,900 80,900
Borrowings under line of credit..................... -- 25,000
Current portion of long-term debt................... 244 444 215,277
Billings in excess of costs and estimated earnings
on uncompleted contracts........ .ot 675,000 441,372
Current portion of capital lease obligations........ 29,000 31,000
Total current liabilities.........coviiiiunnnnn.. 1,248,501 928,953
Due to related parties.......c.ovviiiiiinniinnnennnnnn 250,000 250,000
Deferred rent.....o.u ittt ittt et 89,713 89,713
Capital lease obligations.........ccoiiiiiiiinnennnnnn. 16,000 14,000
Total liabilities.......uuiiinnnnnnnnnnnnnnnnnnnnn 1,604,214 1,282,666

Shareholders' deficit
Common stock, $.01 par value; 3,000,000 shares

authorized; 796,000 shares issued and outstanding.. 7,960 7,960
Additional paid-in capital........c.ciiiiiiinnnnnnnnn. 350,240 350,240
Accumulated deficit. ..o e n et (515,964 ) (501,898)

Total shareholders' deficit.......covviiiiinnnnn.. (157,764) (143,698)
Commitments
Total liabilities and shareholders' deficit....... $1,446,450 $1,138,968

The accompanying notes are an integral part of these financial statements.

Micro Interactive, Inc.

Statement of Operations

For the three For the year months ended March ended 31, December 31, ------------------- 1997 1997

1998 (unaudited)

ReVEeNUES . . it it it i e e e e $3,220,300 $1,116,206 $870,837

Cost Of TevVenUeS. ..o vttt it e ennnnns 1,788,706 679,279 506,968
Gross profit......ccuuiiiiiiiinnnnnnnnnnnnnn 1,431,594 436,927 363,869

Selling, general and administrative

EXPENS S e v v vttt et ittt et e 1,466,786 297,090 291,431

Depreciation and amortization................ 88,455 40,700 45,357
(Loss) income from operations.............. (123,647) 99,137 27,081

Interest expense, nNet.......cuiiiiiiinennnnn 37,549 2,751 10,648
(Loss) income before income taxes.......... (161,196) 96,386 16,433

Income tax provision..........c.coeiiiiininnnnnn 3,900 855 2,367
Net (1osSS) 1NCOME. . ..ottt eeieennnnn $ (165,096) $ 95,531 $ 14,066

The accompanying notes are an integral part of these financial statements.



Micro Interactive, Inc.

Statement of Changes in Shareholders’ Deficit

Common Stock

—————————————————— Additional
Shares Paid-in A
Outstanding Amount Capital
Balance, December 31,
1996, i 750,000 $7,500 $ 17,500
Distributions to
shareholders............ -- - --
Issuance of common stock,
net of stock issuance
COSTS. vt ninnninennnnnnn 46,000 460 332,740
Net 1loss.....coevvvunn. -- - --
Balance, December 31,
1997 ¢ i e 796,000 7,960 350,240
Net income
(unaudited)........... -- - -
Balance, March 31, 1998
(unaudited)............. 796,000 $7,960 $350,240

ccumulated
Deficit Total

$(288,268) $(263,268)
(62,600)  (62,600)
-- 333,200
(165,096) (165,096)
(515,964) (157,764)
14,066 14,066

$(501,898) $(143,698)

The accompanying notes are an integral part of these financial statements.

Micro Interactive, Inc.

Statement of Cash Flows

Cash flows from operating activities

Net (loss) dncome........oueviineennnneennnns
Adjustments to reconcile net income (loss) to

net cash provided by (used in) operating
activities

Depreciation and amortization..............
Non cash charge to operations..............
Changes in operating assets and liabilities
Accounts receivable........... ... .. ...

Costs and estimated earnings in excess of

billings on uncompleted contracts........
Accounts payable and accrued expenses.....
Deferred rent.......ovuiiiiiiinnnnnnnnnn

Billings in excess of costs and estimated

earnings on uncompleted contracts........
Other assets......cciiiiiiiiiiiiinnnn.

Net cash provided by (used in) operating

activities. ... .ottt e i

Cash flows from investing activities

For the
year ended
December 31
1997

$(165,096)

(105, 604)
(125,300)
(66,557)

42,113

235,700
(41,705)

(104,514)

For the
three months
ended
March 31,
1997 1998
(unaudited)

$ 95,531 $ 14,066

40,700 45,357

253,849 129,832

215,604 71,167
(137,908) (83,753)

(385,022) (233,628)
51 (12,625)

82,805 (69,584)



Capital expenditures........ccoueeeeinneennnnnn (46,060) (13,431) (27,319)
Net cash used in investing activities..... (46,060) (13,431) (27,319)
Cash flows from financing activities
Proceeds (payments) on revolving line of

credit, Met. ..o i ittt e (128,000) -- 25,000
Payments on long-term debt................... (75,000) (8,333) (29,167)
Proceeds from issuance of debt............... 250,000 - -—
Proceeds from issuance of common stock....... 299,920 -- --
Payments on capital leases...........ccuuuu... (54,375) (10,200) (10,350)
Distributions to shareholders................ (62,600) (43,600) --

Net cash provided by (used in) financing
activities....vuueiiii i 229,945 (62,133) (14,517)
Net increase (decrease) in cash........... 79,371 7,241 (111,420)
Cash, beginning of period..................... 124,043 124,043 203,414
Cash, end of period ........cviiiiinnnnnnnnn.. $ 203,414 $131,284 $ 91,994
Supplemental disclosures of cash flow
information
Cash paid during the period for interest..... $ 44,763 $ 4,931 $ 5,075

Non-cash investing and financing activities
Acquisition of equipment through capital
= Y= T $ 18,175 $ 5,400 $ 9,500

The accompanying notes are an integral part of these financial statements.

Micro Interactive, Inc.

Notes to Financial Statements

1. Nature of Business and Summary of Significant Accounting Policies Nature of business Micro
Interactive, Inc. (the Company) designs and produces interactive multimedia software applications,
primarily on CD-ROM, for use by worldwide companies in connection with corporate communications,

marketing, sales publicity and training.

Significant accounting policies Revenue recognition The Company records revenues based on the
completed contract method. Accordingly, revenue is recognized only when all remaining obligations are
not significant. All related billings and costs for uncompleted contracts have been deferred as billings

on uncompleted contracts and costs on uncompleted contracts.

Cash and cash equivalents The Company considers all highly liquid investments with an original

maturity of three months or less to be cash equivalents.
Equipment

Equipment is recorded at cost, less accumulated depreciation. Expenditures for renewals and
improvements that significantly add to the productive capacity or extend the useful life of an asset are
capitalized. Expenditures for maintenance and repairs are charged to operations as incurred.
Depreciation expense is provided on the straight-line method over the estimated useful lives for
purchased assets, which range from 5 to 7 years. Equipment held under capital leases is amortized on

the straight-line method over the lesser of the useful life or the lease term.

Income taxes



The Company has elected to be taxed as an S Corporation for Federal and State tax purposes, whereby
the Company's taxable income accrues directly to the shareholders. The Company remains subject to

New York City and New York State S Corporation taxes.

Stock-based compensation The Company has elected to account for stock-based compensation using
the intrinsic value method prescribed in Accounting Principles Board Opinion No. 25, "Accounting for
Stock Issued to Employees" (APB 25) and related Interpretations and has elected to elect the disclosure
option of Statement of Financial Accounting Standards No. 123, "Accounting for Stock-Based
Compensation" (FAS 123). Accordingly, compensation cost for stock options is measured as the excess,
if any, of the fair value of the Company's stock at the date of the grant over the amount an employee

must pay to acquire the stock.

Micro Interactive, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) Fair value of financial instruments The carrying
amounts of financial instruments including cash, cash equivalents, accounts receivable, accounts
payable and accrued expenses approximate fair value. The carrying amount of long-term debt
approximates fair value based on current rates of interest available to the Company for loans of similar

maturities.
Comprehensive income

Statement of Financial Accounting Standards No. 130, "Reporting Comprehensive Income" requires
entities to report comprehensive income which represents the change in equity during a period from
non-owner sources. The Company has not incurred any such activity other than its net income (loss)

for all periods presented.
Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses during the reporting period. Actual results could differ from those
estimates and could materially affect the reported amounts of assets, liabilities and future operating

results.

Interim Financial Information The accompanying financial statements and related notes as of March
31, 1998 and for the three months ended March 31, 1997 and 1998 are unaudited. In the opinion of
management, the unaudited interim financial statements have been prepared on the same basis as the
audited financial statements and reflect all adjustments, consisting of only normal recurring
adjustments, necessary to present fairly the financial position as of March 31, 1998, and the results of
the Company's operations and its cash flows for the three months ended March 31, 1997 and 1998.
The results for the three months ended March 31, 1998 are not necessarily indicative of the results to
be expected for the year ending December 31, 1998.

2. Equipment



Equipment consists of the following:

December 31, March 31, 1997 1998 (unaudited)

Furniture and fixXtures........ooiiiiiiiiiinnnnnnnn $ 76,668 $ 77,229
Computers and related equipment...............vuu.. 349,545 363,778
Leasehold improvements.........uuiiiiiineennnnnnnn 21,815 21,815

448,028 462,822
Less accumulated depreciation and amortization..... (334,092) (356,574)
EQUIPMENt, Net. .ttt ittt it et e iie e $ 113,936 $ 106,248

At December 31, 1997, the Company had equipment under capital lease, net of related amortization,
of $27,300.

Micro Interactive, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) 3. Concentrations of Credit Risk For the year
ended December 31, 1997, two customers (one through multiple operating divisions located in various

countries worldwide) accounted for approximately 37.5% and 10.5% of total revenues, respectively.
4. Borrowings

Borrowings consist of the following:

December 31, March 31, 1997 1998 (unaudited)

Term loans due to bank payable in monthly
principal instalments of $9,722 through January

1999, thereafter $6,944 through June 2000...... $244 444 $215,277
Notes payable to related parties due March 22,
2000, i e e e et e 250,000 250,000

$494 , 444 $465,277

Revolving line of credit The Company had a line of credit with the Bank of New York as of December
31, 1996 which allowed for advances up to $250,000 and expired on May 30, 1997. On May 30, 1997
the Company entered into a new agreement with the same bank which increased the line of credit to
$500,000 allowing for advances in increments of $25,000 and expiring on May 30, 1998. The line of
credit is payable on demand and bears interest at the bank's prime rate plus 1 3/4% (10 1/4% at
December 31, 1997). The line of credit is secured by the Company's assets. Amounts outstanding under
the agreement at December 31, 1997 and March 31, 1998 were $0 and $25,000, respectively.

Term loans

On January 25, 1996, the Company entered into an agreement with the bank of New York to borrow
$100,000. The note is secured by the Company's assets and bears interest at the bank's prime rate plus
1 3/4% and is payable in monthly instalments of $2,778 through January 1999.

On May 30, 1997, the Company entered into an agreement with the Bank of New York to increase its
borrowings to $250,000. The note is secured by the Company's assets and bears interest at the bank's
prime rate plus 1 3/4%. The loan is payable in monthly instalments of $6,944 through June 2000. The
Company is subject to certain covenants under the bank debt agreement, including maintaining



working capital and tangible net worth requirements, among others. As of December 31, 1997, the
Company had violated certain of these covenants. The Company did not obtain waivers for these
violations; however, the Company repaid these borrowings subsequent to year end. As a result of the
covenant violation, the amount of the term loans outstanding as of December 31, 1997 is classified as

current.
Related party debt

In 1995, the Company entered into loan agreements with two related parties. These loans in the
amounts of $137,500 and $112,500 bear interest at rates of 6 1/8% and 8 3/4%, respectively, and are
due March 22, 2000. These loans are subordinate to the term loans and line of credit with Bank of New
York.

Micro Interactive, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) Interest expense recognized with respect to
these borrowings for the year ended December 31, 1997 was $21,098.

The aggregate maturities required on borrowings and capital lease obligations as of December 31,
1997 are as follows:

Year ending December 31,

L PP $276,237
19090 e ittt e e e et e e e 11,694
2010 254,385
22010 1 PPN 1,461
Less amounts representing interest on capital leases........... (4,333)

$539, 444

5. Private Placement Offering In June 1997, the Company sold 46,000 shares of common stock for
$299,920. Five of the six investors purchased shares of stock at $8.33 per share with the remaining
investor (a related party) purchasing 16,000 shares at $6.25 per share pursuant to a warrant issued
contemporaneously with the offering. The Company has recorded a charge to operations of $33,280 to
reflect the lower share price paid by this investor. The Company issued 6,000 of the 46,000 shares to
its legal counsel as payment for legal services rendered in connection with the offering. Such costs have

been netted against the proceeds raised.

6. 1996 Stock Option Plan The Company's 1996 Stock Option Plan provides for the granting to
certain employees as incentive stock options the purchase of up to 50,000 shares of the Company's
common stock. Options are exercisable over the exercise period (which shall not exceed ten years from
the date of grant) at such times and upon such conditions as the stock option committee may
determine. Options are granted at fair market value as determined by the stock option committee
except for stock options to 10% or more shareholders, for whom the option price must be at least 110%

of the fair market value.



Had compensation cost for the Company's plan been determined based on the fair value at the grant
date consistent with the provisions of FAS 123, the Company's net loss would have been increased to

the pro forma amounts indicated below:
December 31, 1997

Net 10ss AS reported.....ccoceeeeeerererereeeeecccncececeeeenene $(131,816) Pro fOorma.... e ceeeeeeeeeeeereeesesesesessseennns
$(162,187) The minimum value of each option is estimated on the date of grant using the Black-
Scholes option pricing model with the following weighted average assumptions used for grants during
1997; dividend yield of 0% for the period; expected volatility of 60% for the period; average risk free
interest rate 6.4%; expected life of 4.5 years for the period.

Micro Interactive, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) A summary of stock option activity as of and
for the year ended December 31, 1997, is as follows:

December 31, 1997 Weighted Average Exercise Options Price

Outstanding at beginning of year...........cviiiiiunnnn.. 11,000 $10.00
Branted. .ottt it i et e e e 16,500 $ 8.33
[T a0 o =1 R (7,000) $10.00
Outstanding at end of year........coviiiiiiiniiinnnnnnnnn 20,500 $ 9.06
Options exercisable at end of year...........covviunnn... 6,500 $ 8.59

The following table summarizes information about stock options outstanding at December 31, 1997:

Options Outstanding Options Exercisable
Weighted
Average Weighted
Number Remaining Number Average
Range of Outstanding at Contractual Exercisable at Exercise
Exercise Prices December 31, 1997 Life December 31, 1997 Price

$ 8.33 11,500 9.58 5,500 $ 8.33
$10.00 9,000 8.64 1,000 $10.00
20,500 6,500 $ 8.59

7. Commitments

The Company leases its office under an operating lease which expires December 2001. The lease
provides for escalations for increases in real estate taxes and operating expenses. Operating lease
expense charged for the year ended December 31, 1997 (consisting of the office lease) was $178,280.
The aggregate minimum rentals remaining through dates of expiration payable over the next four years

are as follows:

Year ending December 31, 1998.......coviiiicncncncncncnnnnnnrereeeenenenene $184,900
1999 184,900 2000.....ciirriinrieniiciicsiasanes 184,900
200 184,900 Total minimum lease payments..........ccceeeueurercreusencnens

$739,600 8. Subsequent Event On May 8, 1998, the Company was acquired by iXL Enterprises, Inc.



Report of Independent Accountants

To the Board of Directors and Shareholders of iXL Enterprises, Inc.

In our opinion, the accompanying balance sheet and the related statements of operations, of changes in
shareholders' equity (deficit), and of cash flows present fairly, in all material respects, the financial
position of CommerceWave, Inc. at December 31, 1997, and the results of its operations and its cash
flows for the year then ended in conformity with generally accepted accounting principles. These
financial statements are the responsibility of the Company's management; our responsibility is to
express an opinion on these financial statements based on our audit. We conducted our audit of these
statements in accordance with generally accepted auditing standards which require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We

believe that our audit provides a reasonable basis for the opinion expressed above.

PricewaterhouseCoopers LLP Atlanta, Georgia August 21, 1998
Commercewave, Inc.

Balance Sheet

December 31, June 30, 1997 1998 (unaudited)

ASSETS
Current assets
L= = o $ 277,080 $ 1,251
Accounts receivable less allowance for doubtful
accounts of $64,750 and $54,331, respectively...... 399,903 195,250
Other current asSSetS. .. v.iv ittt tiiiieineennenn 12,131 2,400
Total current asSetS...v.vvie ittt eneennenns 689,114 198,901
Equipment, net. ...ttt ittt eennnn 167,086 150,614
Other @SSeTS . iii ittt ittt i ettt ettt e e e 22,929 14,719
Total @SSeTS . ittt ittt ittt i ettt e e e $ 879,129 $ 364,234

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities

Accounts payable. .....oiiiiiiii i i e $ 225,225 $ 188,142
ACCTUEA EBXPENSES .t vttt ittt e ttneeeeenneneeennnnnns 122,508 143,781
Current portion of notes payable and capital lease
obligations. .ottt i e e et e e 402,510 372,401
Advances from related parties..........c.covviiunnnn.. 27,770 71,276
Total current liabilities..........cvviiviiuennnnn. 778,013 775,600
Notes payable and capital lease obligations........... 24,659 25,454
Total liabilities.....uuiiiiinennnnenennnnnnnnnnnn 802,672 801,054

Shareholders' equity (deficit)
Preferred stock, Series A, no par value; 4,050,405
shares authorized, issued and outstanding.......... 861,000 861,000
Common stock, no par value; 24,000,000 shares
authorized; 8,000,000 shares issued and
outstanding. . ...t i e 20,000 20,000



Additional paid-in capital.........oviiirininnnnnnn. (613,663) (554,663)

Accumulated deficit.....couuuiinnnnnnnnn (190,880) (763,157)
Total shareholders' equity (deficit).............. 76,457 (436,820)
Commitments
Total liabilities and shareholders' equity
(e L= i X A ) PPN $ 879,129 $ 364,234

The accompanying notes are an integral part of these financial statements.

Commercewave, Inc.

Statement of Operations

For the six months ended

For the year ended June 30,
December 31, 1997 1997 1998
(unaudited)
REVENUES . vttt e et eeeeeennnn $1,636,614 $ 669,644 $ 563,438
Cost of revenues............... 760,673 335,300 438,866
Gross profit................. 875,941 334,344 124,572
Selling, general and
administrative expenses....... 1,093,551 510,251 635,111
Depreciation and amortization.. 65,294 28,129 33,971
Research and development
EXPENSES . v vt et eetnereenennens 151,568 118,380 5,147
Loss from operations......... (434,472) (322,416) (549,657)
Interest expense, net.......... (55,044) (32,303) (21,820)
Other income................... 32,204 12,451 -
Loss before income taxes..... (457,312) (342,268) (571,477)
Income tax provision........... 800 800 800
Net 10SS. e e enenenenennnennn $ (458,112) $ (343,068) $ (572,277)

The accompanying notes are an integral part of these financial statements.
Commercewave, Inc.

Statement of Changes in Shareholders’ Equity (Deficit)

Common Stock Preferred Stock
——————————————————————————————————————— Additional
Shares Shares Paid-in Accumulated
Outstanding Amount Outstanding Amount Capital Deficit Total
Balance, December 31, 1996................... 8,000,000 $20,000 -- -- -- $(346,431) $(326,431) Sale of
preferred stock, net of issuance costs.. -- -- 4,050,405 $861,000 -- -- 861,000 Net loss under S
Corporation tax status (January 1, 1997 through July 31, 1997)..........cc..... - - - --(267,232)

(267,232) S Corporation to C Corporation conversion effective August 1, 1997...........c.c..... R
$(613,663) 613,663 -- Net loss under C Corporation tax status (August 1, 1997 through December 31,
1997)..... -- -- -- -- -- (190,880) (190,880) Balance, December 31, 1997........cccc.c.... 8,000,000 20,000
4,050,405 861,000 (613,663) (190,880) 76,457 Stock compensation (unaudited)............ ——————-



59,000 -- 59,000 Net loss (unaudited).... -- -- -- -- -- (572,277) (572,277) Balance, June 30 1998
(unaudited)............ 8,000,000 $20,000 4,050,405 $861,000 $(554,663) $(763,157) $(436,820) The

accompanying notes are an integral part of these financial statements.
Commercewave, Inc.

Statement of Cash Flows

For the six months

For the year ended
ended June 30,
December 31, -------------————---
1997 1997 1998
(unaudited)

Cash flows from operating activities

NEt 1088 . e euune e etieeeeieeeennneennnnnns $(458,112) $(343,068) $(572,277)
Adjustments to reconcile net loss to net

cash provided by (used in) operating

activities
Depreciation and amortization............. 65,294 28,129 33,971
Stock compensation expense................ -- -- 59,000
Change in operating assets and liabilities
Accounts receivable.............. ... ... (174,711) 105,197 204,653
Other @ssetsS......vviiiiiieeeeeeeennnnnn (7,304) (4,821) 9,209
Accounts payable and accrued expenses.... 76,830 22,832 (15,809)
Net cash used in operating activities... (498,003) (191,731) (281,253)
Cash flows from investing activities
Capital expenditures...........cceviueennnn. (19,072) (3,469)
Net cash used in investing activities... (19,072) -- (3,469)

Cash flows from financing activities
Payments on notes payable and capital

LSS e vttt et e e (114,973) (43,784) (34,614)
Proceeds from sale of preferred stock...... 861,000 -- --
Proceeds from advances from related

PArties . i it e e e 17,770 222,609 43,506

Net cash provided by financing
ACtivities...vvi ittt e 763,797 178,825 8,892
Net increase (decrease) in cash......... 246,722 (12,906) (275,830)
Cash, beginning of period................... 30,358 30,358 277,081
Cash, end of period.......covvviviunnnnennn.. $ 277,080 $ 17,452 $ 1,251
Supplemental disclosures of cash flow
information
Cash paid during the period for interest... ¢ 17,733 ¢ 8,867 $ 7,975
Cash paid during the period for income
=3 = $ 800 $ - $ --

Non-cash investing and financing activities
Acquisition of equipment through capital
= Y= $ 34,366 $ 12,553 $ 5,299

The accompanying notes are an integral part of these financial statements.



Commercewave, Inc.

Notes to Financial Statements

1. Nature of Business and Summary of Significant Accounting Policies Nature of business
CommerceWave, Inc. (the "Company") offers products and consulting services related to electronic
commerce. The Company markets a suite of commerce solutions ranging from an Internet-based
interactive commerce software for merchants to transaction processing systems. The Company
provides consulting services in transaction processing, point-of-sale terminal applications and Internet
commerce solutions. Effective September 30, 1996, the Board of Directors of the Company elected to

change the Company's name (formerly Professional Business Solutions, Inc.) to CommerceWave, Inc.

Significant accounting policies Revenue recognition Revenue from consulting services is recognized
based on time incurred. Revenue from product sales is recognized upon shipment of the product when
the Company has no significant obligations remaining. Revenue from software customizations is
recorded as services are provided. Maintenance revenue is recognized on a pro rata basis over the terms

of the maintenance agreements.
Equipment

Equipment is recorded at cost, less accumulated depreciation. Expenditures for renewals and
improvements that significantly add to the productive capacity or extend the useful life of an asset are
capitalized. Expenditures for maintenance and repairs are charged to operations as incurred.
Depreciation expense is provided on the straight-line method over the estimated useful lives for
purchased assets, which range from 3 to 5 years. Equipment held under capital lease is amortized on

the straight-line method over the lesser of the useful life or the lease term.

Software development costs In accordance with Statement of Financial Accounting Standards No. 86,
"Accounting for the Costs of Computer Software to Be Sold, Leased, or otherwise Marketed," software
development costs are expensed as incurred until technological feasibility has been established, at
which time such costs are capitalized until the product is available for general release to customers. To
date, the establishment of technological feasibility of the Company's products and general release of
such software have substantially coincided. As a result, software development costs qualifying for
capitalization have been insignificant, and therefore, the Company has not capitalized any software

development costs.
Income taxes

The Company has applied the asset and liability approach of Statement of Financial Accounting
Standards No. 109, "Accounting for Income Taxes" for financial accounting and reporting purposes.
The Company accounts for certain items of income and expense in different time periods for financial
reporting and income tax purposes. Provisions for deferred income taxes are made in recognition of
such temporary differences, where applicable. A valuation allowance is established against deferred tax

assets unless the Company believes it is more likely than not that the benefit will be realized.



Commercewave, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) Stock-based compensation The Company has
elected to continue to account for stock-based compensation using the intrinsic value method
prescribed in Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued to Employees”
(APB 25) and related Interpretations and has elected the disclosure option of Statement of Financial
Accounting Standards No 123, "Accounting for Stock-Based Compensation" (FAS 123). Accordingly,
compensation cost for stock options is measured as the excess, if any, of the fair value of the Company's

stock at the date of the grant over the amount an employee must pay to acquire the stock.

Fair value of financial instruments The carrying amounts of financial instruments including cash,
accounts receivable, accounts payable and accrued expenses approximate fair value. The carrying
amounts of convertible notes payable and other borrowings approximate fair value based on current

rates of interest available to the Company for loans of similar maturities.
Comprehensive income

Statement of Financial Accounting Standards No. 130, "Reporting Comprehensive Income" requires
entities to report comprehensive income, which represents the change in equity during a period from
non-owner sources. The Company has not incurred any such activity other than the net loss for all

periods presented.
Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses during the reporting period. Actual results could differ from those
estimates and could materially affect the reported amounts of assets, liabilities and future operating

results.

Interim financial information The accompanying financial statements and related notes as of June 30,
1998 and for the six months ended June 30, 1997 and 1998 are unaudited. In the opinion of
management, these statements have been prepared on the same basis as the audited financial
statements and reflect all adjustments, which include only normal recurring adjustments, necessary to
present fairly the Company's financial position as of June 30, 1998 and the results of the Company's
operations and its cash flows for the six months ended June 30, 1997 and 1998. The results for the six

months ended June 30, 1998 are not necessarily indicative of the results to be expected for the year
ending December 31, 1998.

Commercewave, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) 2. Equipment Equipment consists of the
following:

December 31, June 30, 1997 1998 (unaudited)



Office furniture and equipment................... $ 45,103 $ 46,427

Computer equipment. ....veiiiin it ineneennnnnnnnn 196,512 203,956
Computer software. .......ouiiiiiiiinnneennnnnnnnn 47,784 47,784

289,399 298,167
Less accumulated depreciation and amortization... (122,313) (147,553)
Equipment, Net.. ...ttt iiinnenn.n $ 167,086 $ 150,614

Equipment held under capital lease is as follows:

December 31, June 30, 1997 1998 (unaudited)

Office furniture and equipment.................... $ 23,228 $ 23,228
Computer equipment. .......uuiiiiiiiinnneennnnnnnn 119,324 124,623
Computer software........uuiiiiinnnnnnnnnnnnnnnnnn 25,117 25,117

167,669 172,968
Less accumulated amortization.............oeeueo... (67,008) (77,788)
Equipment, Net....uuiennniiniiiiiieeeennnennn $100, 661 $ 95,180

Several of the Company's capital leases contain purchase options by which the Company can purchase

the equipment at the end of the lease term for $1.00.
3. Accrued Expenses
Accrued expenses consists of the following:

December 31, June 30, 1997 1998 (unaudited)

Accrued vacation. . .vuu ittt i e e $ 43,936 $ 36,168
Accrued SAlarieS .. vue it it ie it neeneeneennns 27,662 27,662
Accrued interest.......c.c.uiiiiiiiiiiiiiiiiiiiia 37,825 53,688
(0o 3T PP 13,085 26,263

$122,508 $143,781

Commercewave, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) 4. Borrowings Borrowings consist of the

following:
December 31, June 30, 1997 1998 (unaudited)

Convertible note payable, unsecured, which

accrues interest at 8%.......iiiiiiiii i $ 150,000 $ 150,000
Convertible note payable, unsecured, which

accrues interest at 8%........ciiiiiiiiiiiin, 150,000 150,000
Convertible note payable, unsecured, which

accrues interest at 8%.......iiiiiiiiiiiiie., 50,000 50,000

Note payable to bank, which accrues interest at

prime plus 2% (10.5% at December 31, 1997) and

matures on February 15, 1998.................... 8,558 --
Capital leases, payable in monthly instalments of

$178 to $783 expiring from 1998 to 2000

collateralized by equipment with a net book

value of $100,661 and $95,180 at December 31,

1997 and June 30, 1998, respectively............ 68,611 47,855
427,169 397,855
Less current maturities..........oiiiiiinnn.. (402,510) (372,401)

Long-term portion. .. ..eeeiin e nnneeennneeennnnnn $ 24,659 $ 25,454



In 1996 the Company issued three notes payable, as indicated in the table above, for total proceeds to
the Company of $350,000. The notes are convertible into common stock upon the closing of an equity
transaction in which the consideration received by the Company is greater than $1,000,000 (the
Equity Transaction). The conversion rate is calculated as 80%, 83%, and 90%, respectively, of the per
share price paid by the investors in the Equity Transaction but shall be no less than $8.45 per share.
The notes payable were repaid in conjunction with the Company's acquisition by iXL Enterprises, Inc.
(see Note 12).

The Company recognized interest expense of $64,250 and $28,148 for the year ended December 31,
1997 and for the six months ended June 30, 1998, respectively.

The aggregate maturities required on notes payable and capital leases as of December 31, 1997 are as

follows:
Notes Capital
Year ending December 31, Payable Leases Total
R T $358,558 $53,898 $412,456
L PP -- 22,901 22,901
2000, ¢ttt i et e e e et e e -- 4,472 4,472
358,558 81,271 439,829
Less amounts representing interest........... -- (12,660) (12,660)
$358,558 $68,611 $427,169

Commercewave, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) 5. Concentrations of Credit Risk Net sales for
the year ended December 31, 1997 for several major customers, together with the receivable due from
each customer, are presented below. The Company does not obtain, nor require, any collateral or other

security instruments related to these balances.

December 31, 1997 Accounts Amount of Receivable Customer Net Sales Balance

A e e e e $ 176,387 $100,019
B e e e 470,887 137,682
P 266,719 116,083
Dt e e e 239,184 23,554
B e e -- --

$1,153,177 $377,338

6.1997 Stock Option Plan The Company's stock option plan provides for the granting of options to
acquire up to 1,000,000 shares of the Company's common stock. The options may either be incentive
stock options or non-qualified stock options as defined in the Internal Revenue Code. The Board of
Directors will govern the terms of each option grant and will determine the exercise price, the vesting
period and the exercise period of each option. The exercise period may not exceed ten years from the

date of grant.

For the year ended December 31, 1997, no compensation costs were recognized in connection with
option grants. In June 1998, the Company granted 308,600 options to certain employees with exercise
prices below the estimated fair value of the Company's common stock. These options vested



immediately. As a result, the Company recorded compensation costs of $59,000.

Had compensation cost for the Company's option plan been determined based on the fair value
method as described in Financial Accounting Standards No. 123, "Accounting for Stock Based
Compensation,’ the Company's net loss would have been increased to the pro forma amounts indicated

below:

December 31, June 30, 1997 1998 (unaudited)

Net loss
YT o =Y o Yo o Vo [ $(458,112) $(572,277)
28 oo T e 11 T- $(480,195) $(596,439)

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option
pricing model with the following weighted average assumptions used for grants during the December
31,1997 and June 30, 1998 periods, respectively: dividend yield of 0% for all periods; expected
volatility of 60% for all periods; risk free interest rate of 5.71% and 5.52%; expected life of five years

and two years. The weighted average fair value of the options granted for the year ended December 31,
1997 and the six months ended June 30, 1998 is $0.53 and $0.13, respectively.

Commercewave, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) The following table summarizes stock option
activity for the year ended December 31, 1997:

December 31, 1997 Weighted Average Exercise Options Price

Outstanding, beginning of year............iiiiiiinnnnn.. -- $ 0.00
(o= o oY 718,500 0.22
[T oo =T =Y o Y -- 0.00
[T o = o =Y (9,900) 0.22
Outstanding, end of year........ouiiiiiiiiiinnnnnnnnnnn. 708,600 0.22
Options exercisable at end of year...................... 176,660 $ 0.22

The stock options outstanding at December 31, 1997 have a weighted average remaining contractual

life of 4 years.

7. Shareholders' Equity (Deficit) Preferred stock In August 1997, the Company issued 4,050,405 of
Series A convertible preferred stock at $0.22 per share for total proceeds of $861,000, net of issuance
cost of $39,000. Two preferred stock investors advanced the Company a total of $200,000 in June and
April of 1997, respectively, prior to the issuance of the shares and final settlement of the price in
August 1997. The holders of the preferred stock are entitled to elect two members to the Board of
Directors and have voting rights equal to common stock on an if-converted basis. Preferred
stockholders also are entitled to receive noncumulative dividends in preference to any dividends on
common stock at a rate of $0.01 per share. No dividends have been declared for the year ended
December 31, 1997 nor for the six months ended June 30, 1998.



The holders of the preferred stock are entitled to receive their original issuance price of $0.22 per
share in liquidation, plus an amount equal to all declared but unpaid dividends, prior and in preference
to any distribution to the holders of common stock. Each share of preferred stock is convertible into

one share of common stock.
Stock split

In 1997, the Company approved a 10 for 1 split of its common stock. The Company restated the share

data for this transaction as if it occurred at inception of the Company.

8.401(k) Savings Plan Effective October 1, 1996, the Company established a 401(k) plan for
substantially all of its employees over the age of 21 with an employment date prior to the effective date
of the plan or with more than one year of service, as defined in the plan. The plan allows for
discretionary employer matching contributions, subject to limitations. The matching contributions
made during the year ended December 31, 1997 and the six months ended June 30, 1998 were not

material.

Commercewave, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) 9. Commitments Future minimum lease

payments under non-cancelable operating leases as of December 31, 1997 are as follows:

Year ending December 31, 1998.......ccviiiinnniiccniiniiisenenes $ 78,948
1999 52,835 Total minimum lease payments.........coeceeueueuseririencnens
$131,783 The Company's operating leases are primarily for office equipment and the Company's office
facility. Rental expense under operating leases for the year ended December 31, 1997 and for the six
months ended June 30, 1998 totaled approximately $102,000 and $43,000, respectively.

10. Income Taxes

From inception through July 31, 1997 the Company elected to be taxed as an S Corporation for federal
and state tax purposes, whereby the Company's taxable income accrues directly to the shareholders.
The Company elected to be taxed as a C Corporation for federal and state tax purposes effective
August 1, 1997. Due to the change in tax status, the Company has transferred its accumulated deficit as
of July 31, 1997 of $613,663 to additional paid in capital.

The provision for income taxes results from a minimum state tax liability. No other current provision
for income tax expense or benefit has been provided by the Company for the year ended December 31,
1997 or for the six months ended June 30, 1998 due to a net loss being recognized for income tax
purposes. Further, no deferred income tax expense or benefit has been provided as changes in net
deferred tax assets, consisting primarily of net operating loss carryforwards, and liabilities have been

fully offset by a valuation allowance.



11. Related Party Transactions On June 29, 1998, the Company received an advance from iXL
Enterprises, Inc. (iXL) in the amount of $50,000. The advance was used for working capital. The
advance was considered as part of the purchase price when the Company was acquired by iXL (see
Note 12). The Company also recognized $22,913 of revenues for the six months ended June 30, 1998
in connection with providing professional services to iXL prior to the acquisition. The amount was

included in accounts receivable at June 30, 1998.
12. Subsequent Event

On July 2, 1998, the Company was acquired by iXL Enterprises, Inc.

Report of Independent Accountants

To the Board of Directors and Shareholders of iXL Enterprises, Inc.

In our opinion, the accompanying balance sheet and the related statements of operations, of changes in
shareholders' equity, and of cash flows present fairly, in all material respects, the financial position of
Spinners Incorporated at December 31, 1997, and the results of its operations and its cash flows for the
year then ended in conformity with generally accepted accounting principles. These financial
statements are the responsibility of the Company's management; our responsibility is to express an
opinion on these financial statements based on our audit. We conducted our audit of these statements
in accordance with generally accepted auditing standards which require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We

believe that our audit provides a reasonable basis for the opinion expressed above.

PricewaterhouseCoopers LLP Atlanta, Georgia September 4, 1998
Spinners Incorporated

Balance Sheet

December 31, June 30, 1997 1998 (unaudited)

ASSETS
Current assets
[0 = o P $107,361 $176,317
Accounts receivable. . ...ttt i e e 333,300 281,420
Costs and estimated earnings in excess of billings
on uncompleted contracts........ .o, 51,000 67,264
Investment--held-to-maturity.............ooooo.. 81,413 -
Other current 8SSetS. .. vv it ittt ittt itiiieeeneennnnn 46,436 1,115
Total current asSetS...vvii ittt it iininennnenns 619,510 526,116
Property and equipment, net........ ... 231,447 403,817

Other 8SSETS. i i ittt ittt ettt ettt eeaanannn 27,489 49,898



Total @ssets. ittt ittt i et
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable........iiiiiiii i e e
ACCTUEA BXPENSES . it vttt eeeeeeeeeeeeeeeeeeeeeeeennnnn
Billings in excess of costs and estimated earnings
on uncompleted contracts........coiiiiiiiiiiiinnn
Current portion of capital lease obligations........
Total current liabilities...........coviiiiii....
Capital lease obligations..........uiiiiiiinnnnnnnnnn.
Total liabilities......c.vviiiiinnnnnnnnnnnnnnnnnn.
Shareholders' equity
Common stock, $.01 par value; 10,000,000 shares
authorized; 7,000,000 shares issued and
outstanding. . ...ttt i e
Additional paid-in capital...........iiuiiiiinnnn..
Unearned compensation.........oiiiiiiieennennennns
Retained earnings........ccuuiiiiinnnnnnnnnnnnnnnnnnn
Total shareholders' equity.........ovviiiinnnnn...
Commitments
Total liabilities and shareholders' equity........

$878, 446

$ 3,543
45,934

106,750
49,540
205,767
41,576
247,343

70,000
161,000
(144,000)
544,103
631,103

$878, 446

$979,831

$ 52,266
73,029

52,975
85,532
263,802
146,761
410,563

70,000
161,000
(124,000)
462,268
569,268

$979,831

The accompanying notes are an integral part of these financial statements.

Spinners Incorporated

Statement of Operations

For the Year For the Six Months

Ended Ended June 30,
December 31, --------——————————-

1997 1997 1998

(unaudited)
REVENUES . o v vttt ettt ettt ettt e $1,742,439 $747,138 $1,104,261
Cost of revenues........uiiiiineiiinnnnnnnnn 798,942 316,467 727,238
Gross profit....coueiiiiiiiii i, 943,497 430,671 377,023

Selling, general and administrative

EXPENS S e v v vttt ttnee e 489,028 139,526 343,956
Depreciation and amortization............... 38,182 12,193 36,814
Income (loss) from operations............. 416,287 278,952 (3,747)
Interest income (expense), net.............. (8,684) 1,912 (6,088)
Net income (10SS)...vviiiieeneeeeeeennnnn $ 407,603 $280,864 $ (9,835)

The accompanying notes are an integral part of these financial statements.

Spinners Incorporated

Statement of Changes in Shareholders’ Equity

Common Stock

——————————————————— Additional  Unearned
Shares Paid-in Compensation Retained
Outstanding Amount Capital Expense Earnings

Total



Balance, December 31,

1996, it 7,000,000 $70,000 - -- $173,100 $243,100
Distributions......... -- -- -- -- (36,600) (36,600)
Issuance of stock

options.............. -- -- $161,000 $(161,000) -- --

Stock compensation.... -- -- -- 17,000 -- 17,000

Net income............ -- -- -- -- 407,603 407,603
Balance, December 31,

1997 i i e 7,000,000 70,000 161,000 (144,000) 544,103 631,103

Distributions
(unaudited).......... -- -- -- -- (72,000) (72,000)
Stock compensation
(unaudited).......... - -- - 20,000 -- 20,000
Net loss (unaudited).. -- -- -- -- (9,835) (9,835)
Balance, June 30, 1998
(unaudited)............ 7,000,000 $70,000 $161,000 $(124,000) $462,268 $569,268

The accompanying notes are an integral part of these financial statements.
Spinners Incorporated

Statement of Cash Flows

For the Year For the Six Months Ended
Ended June 30,
December 31, -----—-—-———----------——————
1997 1997 1998
(unaudited)

Cash flows from operating activities Net income (10Ss).......creuneuneen. $ 407,603 $ 280,864 $ (9,835)
Adjustments to reconcile net income (loss) to net cash provided by (used in) operating activities
Depreciation and amortization....... 38,182 12,193 36,814 Stock compensation expense.......... 17,000 --
20,000 Changes in operating assets and liabilities Accounts receivable................ (216,505) (10,579)
51,880 Costs and estimated earnings in excess of billings on uncompleted contracts..........ccceeevueunnes
(51,000) (63,000) (16,264) Other assets........cceeveerervenne (57,677) (1,850) 22,912 Accounts payable and
accrued eXPenses....oueeeeeereevevenene 35,030 26,057 75,818 Billings in excess of costs and estimated
earnings on uncompleted CONtracts......oeeevererevenees 106,750 2,000 (53,775) Net cash provided by
operating activities......c.coceeeeeceucee 279,383 245,685 127,550 Cash flows from investing activities Capital
expenditures.......c.ceeee. (84,945) (54,539) (28,142) Proceeds from (purchase of) investment
SECUTItieS..cunuennnee.. (81,413) (81,413) 81,413 Net cash provided by (used in) investing activities.............
(166,358) (135,952) 53,271 Cash flows from financing activities Payments on capital leases...........
(22,230) (4,900) (39,865) Distributions to shareholders........ (36,600) (36,600) (72,000) Net cash used
in financing activities.......coceeeveuenee. (58,830) (41,500) (111,865) Net increase in cash.............. 54,195
68,233 68,956 Cash, beginning of period............. 53,166 53,166 107,361 Cash, end of
period.....cveeneuenee $ 107,361 $ 121,399 $ 176,317 Supplemental disclosures of cash flow information
Cash paid during the period for interest.......cccceceeuvcuriuence $ 12,894 $ 365 $ 10,271 Non-cash investing
and financing activities Acquisition of property and equipment through capital leases.............. $
100,896 $ 32,706 $§ 181,042 The accompanying notes are an integral part of these financial

statements.



Spinners Incorporated

Notes to Financial Statements

1. Nature of Business and Summary of Significant Accounting Policies Nature of business Spinners
Incorporated (the "Company" or "Spinners") specializes in providing integrated technology and design
services that allow organizations to successfully incorporate internet technology as a core component

of their business. Spinners' clients are located in the northeast United States.

Significant accounting policies Revenue recognition Revenue from service contracts is recognized over
the contractual period using the percentage-of-completion method based on when services are
performed. Advance billings for services in excess of costs represent deferred revenue and are recorded
as billings in excess of costs and estimated earnings on uncompleted contracts. Unbilled receivables in
excess of billings represent earned revenues and are recorded as costs and estimated earnings in excess
of billings. Operating expenses, including indirect costs and administrative expenses, are charged to
operations as incurred and are not allocated to contract costs. Any anticipated losses on contracts are

charged to earnings when identified. There were no loss contracts at December 31, 1997.

Cash and cash equivalents The Company considers all highly liquid investments with an original

maturity of three months or less to be cash equivalents.

Investment securities The Company's investment securities consist of a U.S. treasury bill with the face
amount of $85,000 that is classified as a held-to-maturity security. Held-to-maturity securities are
stated at amortized cost with gains recognized in earnings as required by FAS No. 115, "Accounting for
Certain Investments in Debt and Equity Securities". The maturity date for the U.S. treasury bill is
January 8, 1998.

Property and equipment Property and equipment are recorded at cost, less accumulated depreciation.
Depreciation and amortization are provided using the straight- line method over the estimated useful
life. Equipment is depreciated over five years. Equipment held under capital lease is recorded at the
lower of the fair market value of the lease or the present value of future minimum lease payments. The
leased assets are depreciated over the lesser of the lease term or the estimated useful life. Leasehold

improvements are amortized over the lesser of the lease term or the estimated useful life.
Income taxes

The Company has elected to be taxed as an S Corporation for federal and state tax purposes, whereby
the Company's taxable income accrues directly to the shareholders. As a result, no provision for income

taxes has been made in the accompanying financial statements.



Spinners Incorporated

NOTES TO FINANCIAL STATEMENTS--(Continued) Stock-based compensation The Company has
elected to account for stock-based compensation using the intrinsic value method prescribed in
Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued to Employees" (APB 25)
and related Interpretations and has elected the disclosure option of Statement of Financial Accounting
Standards No. 123, "Accounting for Stock-Based Compensation" (FAS 123). Accordingly, compensation
cost for stock options is measured as the excess, if any, of the fair value of the Company's stock at the

date of the grant over the amount an employee must pay to acquire the stock.

Fair value of financial instruments The carrying amounts of financial instruments including cash,
accounts receivable, accounts payable, held-to-maturity securities, and accrued expenses approximate
fair value. The carrying amounts of borrowings approximate fair value based on current rates of

interest available to the Company for loans of similar maturities.
Comprehensive income

Statement of Financial Accounting Standards No. 130, "Reporting Comprehensive Income" requires
entities to report comprehensive income, which represents the change in equity during a period from
non-owner sources. The Company has not incurred any comprehensive income components other than

the net income (loss) for all periods presented.
Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses during the reporting period. Actual results could differ from those
estimates and could materially affect the reported amounts of assets, liabilities and future operating

results.

Interim financial information The accompanying financial statements and related notes as of June 30,
1998 and for the six months ended June 30, 1997 and 1998 are unaudited. In the opinion of
management these statements have been prepared on the same basis as the audited financial
statements and reflect all adjustments, consisting of only normal recurring adjustments, necessary to
present fairly the Company's financial position as of June 30, 1998 and the results of the Company's
operations and its cash flows for the six months ended June 30, 1997 and 1998. The results for the six

months ended June 30, 1998 are not necessarily indicative of the results to be expected for the year
ending December 31, 1998.

Spinners Incorporated

NOTES TO FINANCIAL STATEMENTS--(Continued) 2. Equipment Equipment consists of the
following:

December 31, June 30, 1997 1998 (unaudited)



oL TU B o1 111=) | P A $273,829 $353,000

Furniture and fixtures.........ooiiiiiiiennnnnn.. 12,250 124,163
Leasehold improvements........couuiiiinneennnnnnn - 18,100

286,079 495,263
Less accumulated depreciation and amortization... (54,632) (91,446)
Equipment, Net.. ...ttt iiinnenn.n $231, 447 $403,817

At December 31, 1997 and June 30, 1998, the Company had property and equipment under capital

lease as follows:

December 31, June 30, 1997 1998 (unaudited)

Property and equipment under capital lease....... $120,951 $281,859
Less accumulated amortization.................... (11,863) (29,579)
$109,088 $252,280

3. Borrowings
Borrowings consist of the following:
December 31, June 30, 1997 1998 (unaudited)

Capital lease obligations payable in monthly
installments of $5,792 to $10,459 expiring from
1998 to 2003, collateralized by equipment with a
net book value of $124,011 and $305,053,

respeCtiVely . ittt i e e et e $ 91,116 $232,293
Less current maturities...........coiiiiiiiin... (49,540) (85,532)
Long-term portion. ... ..ueuiieeinineennneeennnnnn $ 41,576 $146,761

Total interest expense for the year ended December 31, 1997 and the six months ended June 30, 1997
and 1998 was $12,894, $365 and $10,271, respectively.

Spinners Incorporated

NOTES TO FINANCIAL STATEMENTS--(Continued) The aggregate maturities required on capital

lease obligations as of December 31, 1997 are as follows:

Year ending December 31,

0 T $ 65,319
L 39,298
2000 . 4 it e et e e e et et e et et 7,549
721 926
Less amounts representing interest..........eeeiiieeennnnennnnn (21,976)

$ 91,116

4. Shareholders' Equity From inception until June 10, 1997, the Company had 1,054 shares of no par
value common stock outstanding. On June 10, 1997, the Company canceled the 1,054 shares of no par
value common stock and in its place issued 7,000,000 shares of $0.01 par value common stock
(10,000,000 shares authorized) to existing shareholders based on their proportionate interest. The
Company has accounted for this transaction as a stock split and, accordingly, has restated share data in

the accompanying financial statements as if it occurred at inception of the Company.

5. Employee Benefits



1997 stock option plan In June 1997, the Company adopted a stock option plan (the "Plan") which
provides for the grant of incentive and nonqualified stock options to directors, officers, employees of
the Company and certain consultants to purchase up to 1,000,000 shares of the Company's common
stock. Options expire not later than ten years from the date of grant and other terms are determined by
the Board of Directors. At December 31, 1997 and June 30, 1998 outstanding stock options totaled
696,500 and 690,500, respectively, with exercise prices at $.25 per share.

The following table summarizes stock option activity for the year ended December 31, 1997:
December 31, 1997 Weighted Average Exercise Options Price

Outstanding beginning of year.........oiiiiiiiinnnnnnnn. -- --

Branted. .ottt ittt e e e 706,500 $.25
S a1 =Y Y -- -
[ B = o =Y Y (20,000) .25
Outstanding end of year........uiiiiiiinnnnnnnninnnnnnnns 686,500 $.25

During the year ended December 31, 1997, the Company recorded compensation expense of $17,000
related to the granting of stock options to employees with exercise prices below the estimated fair

market value of the common stock at the date of grant. There were no options exercisable at December

31,1997.

Spinners Incorporated

NOTES TO FINANCIAL STATEMENTS--(Continued) In addition, during the year ended December
31,1997 the Company granted 10,000 stock options to a non-employee consultant for services. The

fair value of the options issued has been determined to be insignificant.

The Company has adopted the disclosure only provision of FAS 123. Had compensation cost for the
Company's stock option grants described above been determined based on the fair value at the grant
date for awards in 1997 consistent with the provision of FAS 123, the Company's net income would

have been decreased to the pro forma amounts indicated below.
December 31, 1997

Net income
T =Y o Yo o of =Y [P $407,603
oo T e o1 1t $397,942

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option
pricing model with the following weighted average assumptions used for grants in 1997: dividend yield

of 0%, weighted average risk free interest rate of 6.41%, volatility of 60% and expected life of 4 years.
The following table summarizes information about stock options outstanding at December 31,1997.

Options Outstanding

Weighted
Average Weighted
Number Remaining Average
Outstanding Contractual Exercise

at 12/31/97 Life Price



686,500 10 years $.25 401(k) profit sharing plan Effective January 1, 1996, the Company established a
401(k) plan for substantially all employees over the age of 21 with no requirement of minimum
services. The plan allows for discretionary employer qualified contributions. For the year ended

December 31, 1997, the Company made no contribution to the plan.

6. Concentrations of Credit Risk Net sales for the year ended December 31, 1997, of three major
customers, together with the receivable due from each customer, are presented below. The Company

does not obtain, nor require, any collateral or other security instruments related to these balances.

December 31, 1997 Accounts Amount of Receivable Customer Net Sales Balance

A e e e e e $ 702,040 $ 76,838
2 280,834 185,400
Gt e e e e, 183,096 --

$1,165,970 $262,238

Spinners Incorporated

NOTES TO FINANCIAL STATEMENTS--(Continued) 7. Commitments The Company leases its office
facility under a noncancelable operating lease expiring in May 1998 with monthly payments of
$12,923. Rental expense charged for the year ended December 31, 1997 and for the six month period
ended June 30, 1998 was $137,802 and $107,192, respectively.

As of December 31, 1997, future minimum lease payments under non- cancelable operating leases due

over the next year total $64,614.
8. Subsequent Events

On July 30, 1998, the Company was acquired by iXL Enterprises, Inc.

Report of Independent Accountants

To the Board of Directors and Shareholders of iXL Enterprises, Inc.

In our opinion, the accompanying balance sheet and the related statements of operations, of changes in
shareholders' equity, and of cash flows present fairly, in all material respects, the financial position of
Tekna, Inc. at December 31, 1997, and the results of its operations and its cash flows for the year then
ended in conformity with generally accepted accounting principles. These financial statements are the
responsibility of the Company's management; our responsibility is to express an opinion on these
financial statements based on our audit. We conducted our audit of these statements in accordance
with generally accepted auditing standards which require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audit

provides a reasonable basis for the opinion expressed above.



PricewaterhouseCoopers LLP Atlanta, Georgia September 24, 1998

Tekna, Inc.

Balance Sheet

December 31, June 30, 1997 1998 (unaudited)

ASSETS
Current assets
[ = o $ 175,420 $ 45,919
Accounts receivable. . ... ..ttt i i i e 274,793 654,960
Related party receivables..........oiiiiiiiiinennn. 7,675 5,063
Total current @sSetS. . uviiiiiin it iiiieinnnnnnnnn 457,888 705,942
Equipment, Net. ...ttt ittt e etnneeeeannnn 268,313 295,708
(08 o =3 - T == o= 103 9,345
Total @SSetS..vvi ittt ittt i it ii i $ 726,304 $1,010,995

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities

Accounts payable. . ...e ittt e e e $ 46,501 $ 124,672
ACCTUEA BXPENSES .ttt ettt tteee e ttneeesenneeeeeenanans 54,736 42,887
Accrued INteresSt. vttt ittt ittt 4,913 26,637
Notes payable to shareholder........................ 424,203 424,203

Total current liabilities..........ccvuiiiiuennnnn. 530,353 618,399

Shareholders' equity
Common stock, $1.00 par value; 1,000,000 shares

authorized; 850,000 shares issued and outstanding.. 850,000 850,000
Additional paid-in capital..........iiiiiiiinnnn.. -- 664,000
Unearned compensation.........oeeeeieeennnneennnnnnnn - (398,380)
Accumulated deficit.....couiiiiinnnnnnnn (654,049) (723,024)

Total shareholders' equity.........vvviiininnnnn... 195,951 392,596
Commitments. ..ottt i i i i e
Total liabilities and shareholders' equity........ $ 726,304 $1,010,995

The accompanying notes are an integral part of these financial statements.

Tekna, Inc.

Statement of Operations

For the six
For the year months

ended ended
December 31, June 30,
1997 1998

(unaudited)
[ 4=32=1 1 LU= $239,776  $1,183,663
Cost Of TEVENUES . .o i ittt ittt ittt e ittt tieeaeennnn 129,375 609,223
Gross Profit....ueiiiiinteee et 110,401 574,440
Selling, general and administrative expenses.......... 111,723 618,217
Depreciation and amortization.............cc.iiiiiiinnnn 17,397 29,513
Loss from operations........ueeiiinennenneennennn. (18,719) (73,290)
Interest dncome, Net.....cuiiiiiinii i iniinennnnnn 2,167 4,315

[ = I Y=Y J $(16,552) $ (68,975)



The accompanying notes are an integral part of these financial statements.

Tekna, Inc.

Statement of Changes in Shareholders’ Equity

Common Stock
———————————————————— Additional
Shares Paid-in Unearned Accumulated
Outstanding Amount Capital Compensation Deficit Total

Balance, December 31,

1996, i 1,000 $ 1,000 $ 24,000 $ - $ (23,497) $ 1,503
Issuance of common

StOCK. e vt i i 587 587 74,413 - 75,000
Capital contributions... -- -— 136,000 -- -- 136,000

Net income............ -- -- -- -- (16,552) (16,552)
Common stock split...... 848,413 848,413 (234,413) -- (614,000) --
Balance, December 31,

1997 i i 850,000 850,000 -- -- (654,049) 195,951
Issuance of options

(unaudited)............ -- -— 664,000 (664,000) -- --
Stock compensation

(unaudited)............ - -- - 265,620 - 265,620

Net loss (unaudited).. -- -- -- -- (68,975) (68,975)
Balance, June 30, 1998

(unaudited)............ 850,000 $850,000 $ 664,000 $(398,380) $(723,024) $392,596

The accompanying notes are an integral part of these financial statements.

Tekna, Inc.

Statement of Cash Flows

For the For the year six months ended ended December 31, June 30, 1997 1998 (unaudited)

Cash flows from operating activities
T2 o e Y-X= 2P $ (16,552) $ (68,975)
Adjustments to reconcile net loss to net cash

provided by (used in) operating activities

Depreciation and amortization....................... 17,397 29,513
Stock compensation........c.c.oiiiiiiiii i i e -- 265,620
Changes in operating assets and liabilities
Accounts receivable.......o.uiiiiiiiiii i (213,793) (380,167)
OtheT @SSEtS . vt ittt ittt ettt ettt (7,675) (6,630)
Accounts payable and accrued expenses.............. 106,150 88,046
Net cash used in operating activities............. (114,473) (72,593)
Cash flows from investing activities
Capital expenditUres. ....ouiiiriin i niniienenenn. (60,107) (56,908)
Net cash used in investing activities............. (60,107) (56,908)
Cash flows from financing activities
Proceeds from capital contribution................... 75,000 --
Proceeds from note payable to shareholder............ 200,000 -—
Proceeds from issuance of common stock............... 75,000 -—

Net cash provided by financing activities......... 350,000 --



Net increase (decrease) incash................... 175,420 (129,501)
Cash, beginning of period............ ..o, -- 175,420
Cash, end of period.......c.uviiiiiiinnnnnnnennnnnnnnnn $ 175,420 $ 45,919
Non-cash investing and financing activities

Acquisition of equipment through note payable to

shareholder. ...ttt ittt it e eiia e $ 224,203 $ -
Receivable contributed by shareholder for acquired
SeTVIce CONTraCt..vvvu i i ettt it ieieieneenenann $ 61,000 $ --

The accompanying notes are an integral part of these financial statements.

Tekna, Inc.

Notes to Financial Statements

1. Nature of Business and Summary of Significant Accounting Policies Nature of business Tekna, Inc.
(the "Company") is a provider of internet related development services. Its primary service lines are
web-enabled business applications, object-oriented development, multimedia and internet-based
training for varied clientele ranging from small entities to major fortune 500 corporations. The

Company's customers are located throughout the United States.

Tekna, Inc. (formerly Booth Technologies, Inc.) was formed in 1994 as a subchapter S corporation.
Effective November 1, 1997, the Company acquired certain assets and assumed certain liabilities
through issuance of a note payable of $224,203 to its sole shareholder at the time based on the

carrying amount of the assets acquired.

Significant accounting policies Revenue recognition Revenue from service contracts is recognized over
the contractual period using the percentage-of-completion method based on when services are
performed. Advance billings for services in excess of costs, represent deferred revenue and are recorded
as billings in excess of costs and estimated earnings on uncompleted contracts. Unbilled receivables in
excess of billings represent earned revenues and are recorded as costs and estimated earnings in excess
of billings. Operating expenses, including indirect costs and administrative expenses, are charged to
income as incurred and are not allocated to contract costs. At the time a loss on a contract becomes
known, the entire amount of the estimated loss is accrued. As of December 31, 1997 there are no

unbilled receivables or deferred revenue amounts.
Equipment

Equipment is recorded at cost, less accumulated depreciation. Expenditures for renewals and
improvements that significantly add to the productive capacity or extend the useful life of an asset are
capitalized. Expenditures for maintenance and repairs are charged to operations as incurred.
Depreciation expense is provided on the straight-line method over the estimated useful lives for

purchased assets, which range from 5 to 7 years.

Income taxes



The Company has elected to be taxed as an S corporation for federal and state tax purposes, whereby
the Company's taxable income accrues directly to the shareholders. As a result, no provision for income

taxes has been made in the accompanying statements.
Stock split

On December 15, 1997, the shareholders of the Company approved an increase in the number of
authorized shares of common stock from 5,000 to 1,000,000. On January 1, 1998, the Company issued
848,413 shares to its two existing shareholders in proportion to their then existing common stock
ownership interests. Because the Company elected to retain the $1.00 par value of its common stock,

the transaction resulted in a

Tekna, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) transfer of $234,413 and $614,000 from
additional paid-in capital and accumulated deficit, respectively, to common stock in the December 31,
1997 balance sheet.

Stock-based compensation The Company has elected to continue to account for stock-based
compensation using the intrinsic value method prescribed in Accounting Principles Board Opinion No.
25, "Accounting for Stock Issued to Employees" (APB 25) and related interpretations and has elected
the disclosure option of Statement of Financial Accounting Standards No 123, "Accounting for Stock-
Based Compensation" (FAS 123). Accordingly, compensation cost for stock options is measured as the
excess, if any, of the fair value of the Company's stock at the date of the grant over the amount an

employee must pay to acquire the stock.

Fair value of financial instruments The carrying amounts of financial instruments including cash,
accounts receivable, accounts payable and accrued expenses approximate fair value. The carrying
amounts of borrowings approximate fair value based on current rates of interest available to the

Company for loans of similar maturities.
Comprehensive income

Statement of Financial Accounting Standards No. 130, "Reporting Comprehensive Income" requires
entities to report comprehensive income, which represents the change in equity during a period from
non-owner sources. The Company has not incurred any such activity other than the net loss for all

periods presented.
Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses during the reporting period. Actual results could differ from those
estimates and could materially affect the reported amounts of assets, liabilities and future operating

results.



Interim financial information The accompanying financial statements and related notes as of June 30,
1998 and for the six months ended June 30, 1998 are unaudited. In the opinion of management, the
unaudited interim financial statements have been prepared on the same basis as the annual financial
statements and reflect all adjustments, consisting of only normal recurring adjustments, necessary to
present fairly the Company's financial position as of June 30, 1998, and the results of the Company's
operations and its cash flows for the six months then ended. Results of operations for the six months
ended June 30, 1997 were not material. The results for the six months ending June 30, 1998 are not

necessarily indicative of the results to be expected for the year ending December 31, 1998.

Tekna, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) 2. Equipment Equipment consists of the

following:

December 31, June 30, 1997 1998 (unaudited)

Furniture and fixXtures........oiiiiiiiinnnnnnnn $ 64,445 $ 73,160
Computer equipment.......ccuiiiiiiiiniiiinnnnnnnnns 217,316 241,670
Computer SoftWware. ... ..vviiiiieiiinnneennnnennnnn 6,490 11,620
Leasehold improvements.........iuiiiiiineennnnnnnn -- 18,709

288,251 345,159
Less accumulated depreciation and amortization..... (19,938) (49,451)
EQUIPMENt, NMet. .ttt it it et et e e $268,313 $295,708

3. Notes Payable to Shareholder December 31, June 30, 1997 1998 (unaudited) Note payable to a
shareholder, secured by all equipment and a second priority interest in accounts receivable, which
provides for payment of the principal balance on demand plus interest accrued at 10%........cccovveucuees
$224,203 $224,203 Note payable to a shareholder, secured by all equipment and a second priority
interest in accounts receivable, which provides for payment of the principal balance on demand plus
interest accrued at 10%.......ccceereereerenne. 200,000 200,000 $424,203 $424,203 Total interest expense
incurred with respect to these borrowings was $4,913 for the year ended December 31, 1997.

4. 401(k) Savings Plan Effective January 1, 1998, the Company established a 401(k) savings plan for
substantially all of its employees with more than three months of service as defined by the plan. The

employer has no obligation under the plan to make a contribution.

Tekna, Inc.

NOTES TO FINANCIAL STATEMENTS--(Continued) 5. Concentrations of Credit Risk Net sales for
the year ended December 31, 1997 for several major customers, together with the receivable due from
each customer, are presented below. The Company does not obtain, nor require, any collateral or other
security instruments related to these balances.

December 31, 1997

Amount  Accounts

of Net Receivable
Customer Sales Balance



A e e et i i e i e $ 60,742 $121,742

B e e e, 52,739 37,073
G e e e, 50,260 50,260
PP 35,000 35,000

$198,741 $244,075

6. Commitments

Future minimum lease payments under non-cancelable operating leases as of December 31, 1997 are

as follows:

Year ending December 31, 1998........ccvmeureneneenemneeenesneennennesensessenenne $144 416
L1999 154,185 2000....c.ciiiiiiiniriniiiiisenennnsiiseseneninns 151,976
200 31,223 Total minimum lease payments........coceevecuerevsuriisencnens

$481,800 The Company's operating leases are primarily for office equipment and the Company's office
facility. Rental expense under operating leases for the year ended December 31, 1997 totaled $7,809.

7. Subsequent Events

In April 1998, the Company entered into a line of credit agreement with a bank. The line of credit
allows for borrowings of up to $500,000 at the bank's prime rate plus 2% and any borrowings are

payable to the bank on demand. No borrowings have been made on the line as of June 30, 1998.

In June 1998 the Company granted stock options to certain of its employees. The Company recorded a
charge to compensation expense of $265,620 for the six months ended June 30, 1998 related to these

options.

On September 4, 1998, the Company was acquired by iXL Enterprises, Inc.

Report of Independent Accountants

To the Board of Directors iXL Enterprises, Inc.

In our opinion, the accompanying balance sheet and the related statements of operations, of changes in
shareholders' deficit, and of cash flows present fairly, in all material respects, the financial position of
Larry Miller Productions, Inc. at December 31, 1997, and the results of its operations and its cash flows
for the year ended December 31, 1997, in conformity with generally accepted accounting principles.
These financial statements are the responsibility of the Company's management; our responsibility is
to express an opinion on these financial statements based on our audit. We conducted our audit of
these statements in accordance with generally accepted auditing standards which require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the overall financial statement

presentation. We believe that our audit provides a reasonable basis for the opinion expressed above.

PricewaterhouseCoopers LLP Atlanta, Georgia November 10, 1998



Larry Miller Productions, Inc.
Balance Sheets

December 31, June 30, 1997 1998 (unaudited)

Assets
Current assets:
[ = o P $ 435,442 3 274,956
Accounts receivable.......c.iiiii it i i i e 571,806 476,856
Costs and estimated earnings in excess of billings
on uncompleted contracts........ciiiiiiiiiiiinnn 72,800 33,389
Refundable income taXeS.....oveiiineneeneeneennenn 96,454 -—
Other current assetsS.....iiiit ittt nennnnnn 26,793 15,093
Total current assetsS.....oviin it ieneeneennnnn 1,203,295 800,294
Furniture, fixtures and equipment, net............... 158,220 129,213
(08 o =3 = T =Y o= - 89,764
Total @SSetS. v vttt ittt ittt it e $1,361,515 $ 1,019,271

Liabilities, and Shareholders' Deficit
Current liabilities:

Accounts payable. .....oiittr ittt e $ 522,158 $ 273,611
Accrued expenses and other liabilities.............. 170,925 197,729
Prebillings. . vueieiiiiii it i i i e e e 248,777 295,630
Line of credit....ouiiiiiin ittt i e iinaaann 250,000 250,000
Stock repurchase obligation..............coiiinnn... 61,561 61,561
Current portion of capital lease obligations........ 49,745 46,259
Current portion on notes payable.................... -- 100,000

Total current liabilities..........ooviiuinno... 1,303,166 1,224,790
Capital lease obligations..........oiiiiiiiinnnnnnn. 62,568 55,265
Notes payable.......coiiiiiiiiii ittt -- 200,000

Total liabilities......uviiiiinnnnnnnnnnnnnnnnnnn 1,365,734 1,480,055

Shareholders' deficit
Common stock
Class A voting stock, $.01 par value, 1,000 shares
authorized; 1,000 shares issued.........couveunnnn 10 10
Class B non-voting stock, $.01 par value, 1,000 and
2,000 shares authorized, respectively; 350 shares

== U= o 3 3
Treasury stock
Class A voting stock, 550 shares (Note 6).......... (61,561) (61,561)
Class B non-voting stock, 100 shares at cost....... (5,000) (5,000)
Additional paid-in capital...........iiiiiiiiinnnn.. 14,298 105,356
Retained earnings (accumulated deficit)............. 48,031 (499,592)
Total shareholders' deficit..........covviinn.... (4,219) (460,784)
Total liabilities and shareholders' deficit...... $1,361,515 $ 1,019,271

The accompanying notes are an integral part of these financial statements.

Larry Miller Productions, Inc.

Statements of Operations

For the year ended For six months ended

December 31, June 30,
1997 1997 1998
(unaudited)
GroSS SAleS...uvurrrrrnnnnneeennnnn $4,195,024 $1,837,634 $1,678,015
Cost of sales......cvviiinnnnnnn. 2,964,601 1,235,540 1,470,792

Gross profit.......... ... ... ... .. 1,230,423 602,094 207,223



Selling, general and administrative

EXPENSES e vttt ettt tnetneeenaenaenns 1,637,026 692,611 684,824

Depreciation and amortization

EXPENSES . v vttt i e e tneeeeeenennsans 104,100 46,455 47,871
Loss from operations............. (510,703) (136,972) (525,472)

Interest income (expense), net..... (28,225) (8,846) (22,151)

Miscellaneous income............... 6,521 - -—
Loss before income tax benefit... (532,407) (145,818) (547,623)

Income tax benefit from loss

carryback........coiiiiiiiiiian 75,359 20,640 --
Net 10SS. .t inineiiennnennnnnnn $ (457,048) $ (125,178) $ (547,623)

The accompanying notes are an integral part of these financial statements.

Larry Miller Productions, Inc.

Statements of Changes in Shareholders' Equity (Deficit)

Class A Class B Class A Class B Retained
Common Stock Common Stock Treasury Stock  Treasury Stock Earnings
—————————————————————————— Paid-in ---------------  —-———————————— (Accumulated
Shares Amount Shares Amount Capital Shares Amount Shares Amount Deficit)
Total
Balance at December 31, 1996........... 1,000 $ 10350 $ 3 $ 14,298 550 $(61,561) 50 $(2,500) $
505,079 $§ 455,329 Purchase of treasury stock at cost........ —e e - - == == -- 50 (2,500) -- (2,500) Net
loss........ cm - mmem-- -- -- - --(457,048) (457,048) Balance at December 31, 1997........... 1,000 10 350 3
14,298 550 (61,561) 100 (5,000) 48,031 (4,219) Issuance of warrants in connection with debt
(unaudited).... -- -- -- -- 91,058 -- -- -- -- -- 91,058 Net loss (unaudited).... -- == == == == == -- -- -- (547,623)

(547,623) Balance at June 30, 1998 (unaudited).... 1,000 $ 10 350 $ 3 $105,356 550 $(61,561) 100
$(5,000) $(499,592) $(460,784) The accompanying notes are an integral part of these financial

statements.

Larry Miller Productions, Inc.

Statements of Cash Flows

For the year For six months

ended ended June 30,
December 31, --------------------
1997 1997 1998
(unaudited)
Cash flows from operating activities Net 108S.....cccveureureercereencnnee $(457,048) $(125,178) $(547,623)

Adjustments to reconcile net loss to net cash provided by operating activities Depreciation and
amortization......... 104,100 46,455 47,871 Changes in assets and liabilities Accounts
receivable........ouu.... (200,705) (204,615) 94,950 Costs and estimated earnings in excess of billings on
uncompleted CONLractS....ceeeeuemeuecncnnee 13,503 (52,297) 39,411 Other assets.......cecevveereereenens (106,127)
(31,560) 108,154 Accounts payable........ccccceuuuu.. 362,714 135,497 (248,547) Accrued expenses and
other liabilities.......ccceoeeuereenenen. 54,600 (97,310) 26,804 Prebillings......ccceceeevrurueec. 4,270 (105,282) 46,853
Net cash used in operating activities.......c.ccevururecnce (224,693) (434,290) (432,127) Cash flows from



financing activities Borrowings on line of credit........... 303,880 303,880 -- Proceeds from issuance of
notes payable.....c.cccocveeerererenccnee -- -- 300,000 Payments on line of credit and capital lease
obligations.........ceceeueunee (103,439) (75,249) (28,359) Purchase of treasury stock............. (2,500) -- -- Net
cash provided by financing activities........c.eveeueunen. 197,941 228,631 271,641 Net decrease in
cashu...cueen.... (26,752) (205,659) (160,486) Cash, beginning of period............... 462,194 462,194
435,442 Cash, end of period......cccceevunnee. $ 435,442 $ 256,535 $ 274,956 Supplemental Disclosures of
Cash Flow Information Cash paid during the period for interest........coeceeeereurcecenee $ 35,365 $ 10,824 §
25,735 Non-cash financing and investing activities Acquisition of property and equipment through
capital leases................ $91,174 $ 79,248 $ 17,570 Warrants issued in connection with
deDtuuniceeeceeieeennene $-- § -- $ 91,058 The accompanying notes are an integral part of these

financial statements.

Larry Miller Productions, Inc.

Statements of Cash Flows 1.Nature of Business and Summary of Significant Accounting Policies
Nature of business Larry Miller Productions, Inc. (the "Company") provides marketing strategy and
planning, consulting, multi-media presentation design, evaluation, management, and web site

development. The Company services clients in the northeastern United States.

Significant accounting policies Revenue recognition For program design, multimedia creation and web
development contracts, revenues are recognized using the percentage of completion method over the
period of contracts based on costs incurred. For event management contracts, revenues are recognized
as the services are performed or on a percentage of completion basis for fixed fee arrangements. Web
site maintenance revenues are billed and recognized monthly over the term of agreements. Billings for
services in excess of costs represent deferred revenue and are recorded as prebillings and earned
revenue in excess of billings are recorded as costs and estimated earnings in excess of billings on
uncompleted contracts in the balance sheet. Operating expenses, including indirect costs and
administrative expenses, are charged to operations as incurred and are not allocated to contract costs.

Any anticipated losses on contracts are charged to earnings when identified.

Cash and cash equivalents The Company considers all highly liquid investments with an original

maturity of three months or less to be cash equivalents.

Furniture, fixtures and equipment Furniture, fixtures and equipment are stated at cost less accumulated
depreciation, which is computed using an accelerated method over the estimated useful lives of the
related assets; generally five to seven years. Equipment held under capital lease is recorded at the lower
of the fair market value of the leased property or the present value of future minimum lease payments.
Leasehold improvements are amortized over the lesser of the remaining lease term or the estimated
useful life of the assets. Upon sale, retirement or other disposition of these assets, the cost and the
related accumulated depreciation are removed from the respective accounts and any gain or loss on the

disposition is included in operations.

Income taxes



The Company has applied the asset and liability approach of Statement of Financial Accounting
Standards No. 109 "Accounting for Income Taxes" for financial accounting and reporting purposes. The
Company accounts for certain items of income and expense in different time periods for financial

reporting and income tax purposes.

Larry Miller Productions, Inc.

Notes to Financial Statements A reconciliation of the federal statutory rate and the effective income tax

rate follows:

Year ended December 31, 1997

Statutory federal income tax rate (34%)......ccuieiieennennnn. $(181,019)
Permanent differences. . ... ..ttt ineeeenneeeennnnn 2,705
Benefit of state income taXesS.....uiiiiiiinnnnnnnnnnnnnnnnnnn (24,750)
Increase in valuation allowancCe.........oueiiineinennnennnnns 127,706

Income tax (benefit) provision............coiiiiiiiiinnn.n. $ (75,359)

The significant components of the Company's net deferred tax assets were as follows:
December 31, 1997

Deferred taxX @SSELTS . . it ittt ettt ettt

Deferred TeVENUE. ..ottt ettt ettt eeeeeeaannnnnns $ 94,436

Loss contract acCrual. . ... oi ittt ittt e 11,008

Net operating loss carryforwards..........coouuiiiiinnneennnn 22,261

Net deferred tax 8SSETS...uiiiii ittt ittt eiiiaenanannn 127,705

Valuation @llowanCe. ...ttt it eeieeeeeeeeeeeeennnnnnnnns (127,705)
$ .

At December 31, 1997, the Company had net operating loss carryforwards for income tax purposes of
approximately $58,643, expiring in the year 2012. Realization of these assets is contingent on having
future taxable earnings. Based on the loss incurred in 1997 and the fundamental change in the
strategic direction of the Company, management believes that a full valuation allowance should be

recorded against the deferred tax assets.

In addition, under the Tax Reform Act of 1986, the amounts of, and the benefits from, net operating
loss carryforwards may be impaired or limited in certain circumstances. The company experienced an
ownership change as defined under Section 368(a) of the Internal Revenue Code in September 1998.
As a result of the ownership change, net operating loss carryforwards, which were incurred prior to the

date of change, are subject to annual limitation on their future use.

Fair value of financial instruments The carrying amounts of financial instruments including cash,
accounts receivable, accounts payable, accrued expenses, line of credit and notes payable approximate
fair value. The carrying amounts of capital lease obligations approximate fair value based on monthly
lease payments, lease term, interest available to the Company for similar leases and cost of leased

assets.



Larry Miller Productions, Inc.

Notes to Financial Statements Comprehensive income Statement of Financial Accounting Standards
No. 130, "Reporting Comprehensive Income" requires entities to report comprehensive income, which
represents the change in equity during a period from non-owner sources. The Company has not

incurred any comprehensive income components other than the net income for all periods presented.
Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements, and
the reported amounts of revenue and expenses during the reporting period. Actual results could differ
from those estimates and could materially affect the reported amount of assets, liabilities and future

operating results.

2.Unaudited Interim Financial Information The accompanying balance sheet as of June 30, 1998, the
statement of changes in shareholders' equity (deficit) for the six-month period ended June 30, 1998
and the statements of operations and of cash flows for the six-month periods ended June 30, 1997 and
1998 are unaudited. In the opinion of management these statements have been prepared on the same
basis as the audited financial statements and include all adjustments, consisting only of normal
recurring adjustments, necessary for the fair presentation of the results of the interim periods. The
financial data and other information disclosed in these notes to financial statements related to these
periods are unaudited. The results for the six months ended June 30, 1998 are not necessarily

indicative of the results to be expected for the year ending December 31, 1998.

3.Concentration of Credit Risk As of December 31, 1997, three customers accounted for 47% of
accounts receivable. As of June 30, 1997 and 1998, three customers accounted for 52% of accounts
receivable and two customers accounted for 43% of accounts receivable, respectively. The company did
not obtain or require any collateral or other security instruments related to the balances. For the year
ended December 31, 1997, net sales from one customer were $474,730, which accounted for 11% of

the Company's total net sales.

Larry Miller Productions, Inc.

Notes to Financial Statements 4.Furniture, Fixtures and Equipment Furniture, fixtures and equipment

consists of the following:

December 31, June 30, 1997 1998 (unaudited)

=T T o L11=] 1 P $390, 844 $390, 844
Equipment under capital leases..........cvuuunn.. 186,757 204,326
Furniture and fixtures.........ouiiiiiineennnnn.. 57,515 57,515
Leasehold improvements.........oviiiiinnennnnnn. 20,406 20,406

655,522 673,091
Less accumulated depreciation and amortization... (497,302) (543,878)

Furniture, fixtures and equipment, net........... $158,220 $129,213



5.Revolving Line of Credit, Notes Payable and Capital Lease Obligations Revolving line of credit On
April 11, 1997, the Company obtained a line of credit allowing borrowings up to $250,000.
Borrowings bear interest at the prime rate (8.5% at December 31, 1997) plus 1.0% per annum. The
amounts borrowed are due on demand and collateralized by substantially all of the Company's assets
and the shareholder's personal guarantee. The Company has borrowed $250,000 under the line of
credit at December 31, 1997 and June 30, 1998, respectively.

Notes payable and capital lease obligations Notes payable and capital lease obligations consist of the

following:

December 31, June 30, 1997 1998 (unaudited) Capital leases payable in monthly instalments of $6,468
to $6,031 expiring from 1998 to 2002, collateralized by equipment with a net book value of $177,231
and $174,601, respectively.... $112,313 $101,524 Notes payable to an individual creditor with an
interest rate at 12% per annum, due August 1, 1998, collateralized by pledge of stocks owned by Class
A Common stockholders and a shareholder's personal guarantee................ -- 100,000 Notes payable to
individual creditors in quarterly interest only installments until May 1, 2000, and subsequently in
monthly instalments of $4,250 through May 1, 2005, with an interest rate of 10% per annum,
subordinated to the line of credit......ccceeeeeererreerereereeene -- 200,000 112,313 401,524 Less current
POTTION.ceceeeurecrreracaeaenes 49,745 148,259 Long-term pPOrtioN.......ceceeeeecrreeescreeecnes $ 62,568 $255,265

Larry Miller Productions, Inc.

Notes to Financial Statements Total interest expense for the year ended December 31,1997 and the six
months ended June 30, 1997 and 1998 was $35,365, $10,824 and, $25,735, respectively.

The aggregate maturities required over the next five years on capital lease obligations are as follows:

Year ending December 31, Total

L PPN $ 67,405
1990 e ittt e e et e e e 41,445
241010 24,010
2010 3,384
2010 2PN 2,820
Less amounts representing interest............ it (26,751)

$112,313

6.Stock Repurchase Agreement On January 1, 1994, the Company entered into an agreement with its
major shareholder to repurchase all of the Company's stock held by the said shareholder for a purchase
price of $61,561. The total price will be paid by monthly installments of $1,710 for a period of 36
months starting on January 1, 1998. The repurchase price may be prepaid by the Company only upon
the unanimous agreement of the voting Trustees of the said shareholder's Voting Trust. Until all these
payments are made in full on December 1, 2000, the said shareholder shall retain all rights of
ownership with respect to shares owned by him. On July 13, 1998, the Company obtained the approval
from the voting Trustees of the said shareholder's Voting Trust and repurchased all of 550 shares of
Class A Common Stock held by the said shareholder for a lump sum payment of $100,000.



7 Treasury Stock

During the year ended December 31, 1997, the Company acquired 50 shares of its Class B Non-Voting
Common Stock at a cost of $50 per share for an aggregate amount of $2,500.

8.401(k) Retirement Plan Effective January 1, 1996, the Company established a 401(k) plan for
substantially all employees over the age of 21 with no requirement of minimum services. The plan
allows the Company to make discretionary contributions to the Plan. For the year ended December 31,
1997 and for the six-month periods ended June 30, 1997 and 1998, the Company made no

contributions to the plan.
9.Commitments

The Company leases its office facility and vehicles under noncancelable operating leases expiring
through January 2001 with aggregate monthly payments of $12,598. Rental expense charged for the
year ended December 31, 1997 and for the six-month periods ended June 30, 1997 and 1998 was
$163,037, $78,891 and $104,477 respectively.

Larry Miller Productions, Inc.

Notes to Financial Statements As of December 31, 1997, future minimum lease payments under the

non- cancelable operating leases over the next four years are as follows:

For the year ended December 31,

R $ 147,984
1999 e it e e e e e, 140,004
2000 Y 140,004
700 1 Y 23,334
Total minimum lease payments.......uueeeinieiiinneeeennneeeennnn $ 451,326

10.Subsequent Events

Stock purchase warrants On May 13, 1998, the Company issued stock purchase warrants to two
individual creditors in connection with the issuance of $200,000 in the form of Promissory Notes. The
stock purchase warrants allow the creditors to purchase up to 40 shares of Class B Non-Voting
Common Stock, par value $.01 per share of the Company at the price of §.01 per share at any time
through May 1, 2005. The Company has recorded deferred debt issuance cost of $91,058 for the

estimated fair value at the grant date of these warrants.
Settlement agreement

On June 15, 1998, the Company entered into an agreement with another party to settle a dispute
between the two parties with respect to consulting services. The Company has agreed to pay an
aggregate amount of $51,500 on an installment basis over a five-month period beginning in June
1998.



Non-qualified stock options In August 1998, the board of directors granted fully vested stock options
to certain employees and directors to purchase up to 1,300 shares of Class B Non-Voting Common
Stock, $.01 par value, at an exercise price of $25 per share. The options expire ten years from the date

of grant.

Merger

On September 10, 1998, the Company was acquired by iXL Enterprises, Inc.
Listing of the following client logos:

America Online Delta Bell South Eli Lilly GE Chase WebMD Lucent First USA Mayo Clinic Budget
Virgin Atlantic Frito Lay Universal Studios Cox HBOC AutoConnect Time Warner Gateway Through
and including (the 25th day after the date of this prospectus), all dealers effecting transactions in these
securities, whether or not participating in this offering, may be required to deliver a prospectus. This is
in addition to the dealers' obligation to deliver a prospectus when acting as underwriters and with

respect to their unsold allotments or subscriptions.

Shares

[Logo]
iXL ENTERPRISES, INC.

Common Stock

Prospectus

Merrill Lynch & Co.

Donaldson, Lufkin & Jenrette BancBoston Robertson Stephens NationsBanc Montgomery Securities
LLC, 1999

B L o s S T R A S e
+The information in this prospectus is not complete and may be changed. We may +

+not sell these securities until the registration statement filed with the +
+Securities and Exchange Commission is effective. This prospectus is not an +
+offer to sell these securities and it is not soliciting an offer to buy these +
+securities in any state where the offer or sale is not permitted. +

B S s

[Alternative Page for International Prospectus] Subject to Completion Preliminary Prospectus dated
February 5, 1999

Prospectus

Shares



[Logo]
iXL ENTERPRISES, INC.

Common Stock

This is iXL Enterprises, Inc.'s initial public offering of Common Stock.
The international managers will offer shares outside the United States and
Canada and the U.S. underwriters will offer shares in the United States
and Canada.

We expect the public offering price to be between $ and § per share. Currently, no public market exists
for the shares. After pricing of the offering, we expect that the Common Stock will trade on the Nasdaq
National Market under the symbol "IIXL."

Investing in the Common Stock involves risks which are described in the "Risk Factors" section

beginning on page 10 of this prospectus.

Per Share Total
Public Offering PricCe.......uuiuuiiiiiiiiiiiieennnnns $ $
Underwriting Discount....vuiitiinnteenneennneeennnns $ $
Proceeds, before expenses, to iXL Enterprises, Inc. ... $ $

The international managers may also purchase up to an additional shares at the public offering price,
less the underwriting discount, within 30 days from the date of this prospectus to cover over-

allotments. The U.S. underwriters may similarly purchase up to an aggregate of an additional shares.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any

representation to the contrary is a criminal offense.

We expect that the shares of Common Stock will be ready for delivery in New York, New York on or
about, 1999.

Merrill Lynch International Donaldson, Lufkin & Jenrette BancBoston Robertson Stephens
NationsBanc Montgomery Securities LLC The date of this prospectus is, 1999 [Alternate Page for

International Prospectus]

Underwriting

Merrill Lynch International ("Merrill Lynch"), Donaldson, Lufkin & Jenrette International ("Donaldson,
Lufkin & Jenrette"), BancBoston Robertson Stephens Inc. and NationsBanc Montgomery Securities
LLC are acting as lead managers (the "Lead Managers" ) for each of the international managers named
below (the "Lead Managers"). Subject to the terms and conditions set forth in an international purchase
agreement (the "International Purchase Agreement") among the Company and the International

Managers, and concurrently with the sale of shares of Common Stock to the U.S. Underwriters (as



defined below), the Company has agreed to sell to the International Managers, and each of the
International Managers severally and not jointly has agreed to purchase from the Company the

number of shares of Common Stock set forth opposite its name below.

Number of International Managers Shares Merrill Lynch International.........cccocvcuinicieinincunnnes
Donaldson, Lufkin, & Jenrette International.........c.ccceceuueee. BancBoston Robertson Stephens Inc.

.................................. NationsBanc Montgomery Securities LLC........cccccoevivurincunnnee.

The Company has also entered into a U.S. purchase agreement (the "U.S. Purchase Agreement") with
certain underwriters in the United States and Canada (the "U.S. Underwriters" and, together with the
International Managers, the "Underwriters") for whom Merrill Lynch, Pierce, Fenner & Smith
Incorporated, Donaldson, Lufkin & Jenrette Securities Corporation, BancBoston Robertson Stephens
Inc. and NationsBanc Montgomery Securities LLC are acting as representatives (the "Representatives").
Subject to the terms and conditions set forth in the U.S. Purchase Agreement, and concurrently with
the sale of shares of Common Stock to the International Managers pursuant to the International
Purchase Agreement, the Company has agreed to sell to the U.S. Underwriters, and the U.S.
Underwriters severally have agreed to purchase from the Company, an aggregate of shares of Common
Stock. The initial public offering price, and the total underwriting discount, per share of Common

Stock are identical under the International Purchase Agreement and the U.S. Purchase Agreement.

In the International Purchase Agreement and the U.S. Purchase Agreement, the several International
Managers and the several U.S. Underwriters, respectively, have agreed, subject to the terms and
conditions set forth therein, to purchase all of the shares of Common Stock being sold pursuant to each
such agreement if any of the shares of Common Stock being sold pursuant to such agreement are
purchased. In the event of a default by an Underwriter, the International Purchase Agreement and the
U.S. Purchase Agreement provide that, in certain circumstances, the purchase commitments of non-
defaulting Underwriters may be increased or the Purchase Agreements may be terminated. The
closings with respect to the sale of shares of Common Stock to be purchased by the International

Managers and the U.S. Underwriters are conditioned upon one another.

The Lead Managers have advised the Company that the International Managers propose initially to
offer the shares of Common Stock to the public at the initial public offering price set forth on the cover
page of this prospectus and to certain dealers at such price less a concession not in excess of $ per share
of Common Stock. The International Managers may allow, and such dealers may reallow, a discount
not in excess of $xxx per share of Common Stock to certain other dealers. After the initial public

offering, the public offering price, concession and discount may change.

The Company has granted options to the International Managers, exercisable for 30 days after the date
of this prospectus, to purchase up to an aggregate of additional shares of Common Stock at the initial
public offering price set forth on the cover page of this prospectus, less the underwriting discount. The
International Managers may exercise these options solely to cover over-allotments, if any, made on the
sale of the Common Stock offered hereby. To the extent that the International Managers exercise these

options, each International Managers will be obligated, subject to certain conditions, to purchase a



number of additional [Alternate Page for International Prospectus] shares of Common Stock
proportionate to such International Manager's initial amount reflected in the foregoing table. The
Company has granted options to the U.S. Underwriters, exercisable for 30 days after the date of this
prospectus, to purchase up to an aggregate of additional shares of Common Stock to cover over-

allotments, if any, on terms similar to those granted to the International Managers.

The following table shows the per share and total underwriting discounts and commissions to be paid
by the Company to the Underwriters and the proceeds before expenses to the Company. This
information is presented assuming either no exercise or full exercise by the Underwriters of their over-

allotment options.

Per Share Without Option With Option

Public Offering Price.................... $ $ $
Underwriting Discount.................... $ $ $
Proceeds, before expenses, to the

COMPANY « et ettt e e te et eeeneenanenenan $ $ $

The expenses of the offering (exclusive of the Underwriting discount) are estimated at § and are

payable by the Company.

The shares of Common Stock are being offered by the several Underwriters, subject to prior sale, when,
as and if issued to and accepted by them, subject to approval of certain legal matters by counsel for the
Underwriters and certain other conditions. The Underwriters reserve the right to withdraw, cancel or

modify such offer and to reject orders in whole or in part.

At the Company's request, the Underwriters have reserved for sale, at the initial public offering price,
up to 10% of the shares offered hereby for employees, directors and other persons with relationships
with the Company who have expressed an interest in purchasing shares of Common Stock in the
offering. The number of shares of Common Stock available for sale to the general public will be
reduced to the extent such persons purchase such reserved shares. Any reserved shares not so
purchased will be offered by the Underwriters to the general public on the same basis as the other

shares offered hereby.

The Company and the Company's executive officers and directors and most existing stockholders have
agreed, subject to certain exceptions, not to directly or indirectly (a) offer, pledge, sell, contract to sell,
sell any option or contract to purchase, purchase any option or contract to sell, grant any option (other
than options granted by the Company pursuant its Stock Options Plans) right or warrant for the sale of
or otherwise dispose of or transfer any shares of Common Stock or securities convertible into
exchangeable or exercisable for Common Stock, whether now owned or thereafter acquired by the
person executing the agreement or with respect to which the person executing the agreement
thereafter acquires the power of disposition, or file a registration statement under the Securities Act
with respect to the foregoing (other than a registration statement on Form S-4 covering up to
4,000,000 shares of Common Stock to be issued in connection with acquisitions) or (b) enter into any
swap or other agreement that transfers, in whole or in part, the economic consequences of ownership

of the Common Stock whether any such swap or transaction is to be settled by delivery of Common



Stock or other securities, in cash or otherwise, without the prior written consent of Merrill Lynch on
behalf of the Underwriters for a period of 180 days after the date of this Prospectus. See "Shares
Eligible for Future Sale."

Prior to the offering, there has been no public market for the Common Stock of the Company. The
initial public offering price will be determined through negotiations between the Company and the
Lead Managers and the Representatives. The factors considered in determining the initial public
offering price, in addition to prevailing market conditions, are price-earnings ratio of publicly traded
companies that the Lead Managers and the Representatives believe to be comparable to the Company,
certain financial information of the Company, the history of, and the prospects for, the Company and
the industry in which it competes, and an assessment of the Company's management, its past and
present operations, the prospects for, and timing of, future revenues of the Company, the present state
of the Company's developments, and the above factors in relation to market values and various
valuation measures of other companies engaged in activities similar to the Company. There can be no
assurance that an active trading market will develop for the Common Stock or [Alternate Page for
International Prospectus] that the Common Stock will trade in the public market subsequent to the

offering at or above the initial public offering price.

The Underwriters do not expect sales of the Common Stock to any accounts over which they exercise

discretionary authority to exceed 5% of the number of shares being offered hereby.

The U.S. Underwriters and the International Managers have entered into an intersyndicate agreement
(the "Intersyndicate Agreement") that provides for the coordination of their activities. Pursuant to the
Intersyndicate Agreement, the U.S. Underwriters and the International Managers are permitted to sell
shares of Common Stock to each other for purposes of resale at the initial public offering price, less an
amount not greater than the selling concession. Under the terms of the Intersyndicate Agreement, the
U.S. Underwriters and any dealer to whom they sell shares of Common Stock will not offer to sell or
sell shares of Common Stock to persons who are non-U.S. or non-Canadian persons or to persons they
believe intend to resell to persons who are non-U.S. or non- Canadian persons, and the International
Managers and any dealer to whom they sell shares of Common Stock will not offer to sell or sell shares
of Common Stock to U.S. persons or to Canadian persons or to persons they believe intend to resell to

U.S. or Canadian persons, except in the case of transactions pursuant to the Intersyndicate Agreement.

The Company has agreed to indemnify the Underwriters against certain liabilities, including certain
liabilities under the Securities Act, or to contribute to payments the Underwriters may be required to

make in respect thereof.

Until the distribution of the Common Stock is completed, rules of the Securities and Exchange
Commission may limit the ability of the Underwriters and certain selling group members to bid for and
purchase the Common Stock. As an exception to these rules, the Lead Managers are permitted to
engage in certain transactions that stabilize the price of the Common Stock. Such transactions consist

of bids or purchases for the purpose of pegging, fixing or maintaining the price of the Common Stock.



If the Underwriters create a short position in the Common Stock in connection with the offering, i.e., if
they sell more shares of Common Stock than are set forth on the cover page of this Prospectus, the
Representatives and Lead Managers, respectively, may reduce that short position by purchasing
Common Stock in the open market. The Representatives and Lead Managers, respectively, may also
elect to reduce any short position by exercising all or part of the over-allotment option described

above.

The Representatives and Lead Managers, respectively, may also impose a penalty bid on certain
Underwriters and selling group members. This means that if the Representatives or Lead Managers,
respectively, purchase shares of Common Stock in the open market to reduce the Underwriters' short
position or to stabilize the price of the Common Stock, they may reclaim the amount of the selling

concession from the Underwriters and selling group members who sold those shares.

In general, purchases of a security for the purpose of stabilization or to reduce a short position could
cause the price of the security to be higher than it might be in the absence of such purchases. The
imposition of a penalty bid might also have an effect on the price of the Common Stock to the extent

that it discourages resales of the Common Stock.

Neither the Company nor any of the Underwriters makes any representation or prediction as to the
direction or magnitude of any effect that the transactions described above may have on the price of the
Common Stock. In addition, neither the Company nor any of the Underwriters makes any
representation that the Representatives or Lead Managers will engage in such transactions or that such

transactions, once commenced, will not be discontinued without notice.

Each International Manager has agreed that: (a) it has not offered or sold and, prior to the expiration of
the period of six months from the Closing Date, will not offer or sell any shares of Common Stock to
persons in the United Kingdom, except to persons whose ordinary activities involve them in acquiring,
holding, managing or [Alternate Page for International Prospectus] disposing of investments (as
principal or agent) for the purposes of their businesses or otherwise in circumstances which do not
constitute an offer to the public in the United Kingdom for the purposes of the Public Offers of
Securities Regulations 1995; (b) it has complied and will comply with all applicable provisions of the
Public Offers of Securities Regulations 1995 and of the Financial Services Act 1986 with respect to
anything done by it in relation to the shares of Common Stock in, from or otherwise involving the
United Kingdom; and (c) it has only issued or passed on and will only issue or pass on in the United
Kingdom any document received by it in connection with the issue or sale of shares of Common Stock
to a person who is of a kind described in Article 11(3) of the Financial Services Act 1986 (Investment
Advertisements) (Exemptions) Order 1996 (as amended) or is a person to whom such document may

otherwise lawfully be issued or passed on.

No action has been or will be taken in any jurisdiction (except in the United States) that would permit a
public offering of the shares of Common Stock, or the possession, circulation or distribution of this
Prospectus or any other material relating to the Company or shares of Common Stock in any
jurisdiction where action for that purpose is required. Accordingly, the shares of Common Stock may

not be offered or sold, directly or indirectly, and neither this Prospectus nor any other offering material



or advertisements in connection with the shares of Common Stock may be distributed or published, in
or from any country or jurisdiction except in compliance with any applicable rules and regulations of

any such country or jurisdiction.

Purchasers of the shares offered hereby may be required to pay stamp taxes and other charges in
accordance with the laws and practices of the country of purchase in addition to the offering price set

forth on the cover page hereof.

The Company provides services to Merrill Lynch and certain of its affiliates in the ordinary course of
business. Donaldson, Lufkin & Jenrette from time to time provides investment banking services to

Kelso & Company and its affiliates.

[Alternative Page for International Prospectus] Through and including (the 25th day after the date of
this prospectus), all dealers effecting transactions in these securities, whether or not participating in
this offering, may be required to deliver a prospectus. This is in addition to the dealers' obligation to
deliver a prospectus when acting as underwriters and with respect to their unsold allotments or

subscriptions.
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Merrill Lynch International Donaldson, Lufkin & Jenrette BancBoston Robertson Stephens

NationsBanc Montgomery Securities LLC, 1999

Part I

Item 13. Other Expenses of Issuance and Distribution.

The following table indicates the expenses to be incurred in connection with the offering described in
this Registration Statement, all of which will be paid by the Company. All amounts are estimates, other
than the registration fee, the NASD fee, and the NASDAQ listing fee.

REgIStration @ . vttt ittt ittt et e e e e e $23,978
] T =Y 9,125
NASDAQ L1isting fee..uuiiiiiin ittt ettt eeeeneeaeeaaenns
Accounting fees and eXPeNSeS . ...ttt neetnnneeeenneeeennnennens
Legal fees and eXPeNnSeS. ...ttt nneeeeneeeenneeeenneeeenaeenns
Director and officer insurance eXPensSesS..........ceeeeeeeeeeennnnnnnn
Printing and engraving. ... ..o iieeeeeeeeeeeeeaaaaaaaannn
Transfer Agent fees and EXPensSesS. .. ...uiiiintiinneeennneeeennnnns
Blue sky fees and eXpensesS. .....u.ueiiiitennneeenneeennneenennennns

¥ X X X % ¥ ¥



*'To be completed by amendment.
Item 14. Indemnification of Directors and Officers.

The Company's Amended and Restated Certificate of Incorporation and Amended and Restated
Bylaws provide that officers and directors who are made a party to or are threatened to be made a party
to or is otherwise involved in any action, suit, or proceeding, whether civil, criminal, administrative, or
investigative (hereinafter a "proceeding"), by reason of the fact that he or she, or a person of whom he
or she is the legal representative, is or was an officer or a director of the Company or is or was serving at
the request of the Company as a director or an officer of another corporation or of a partnership, joint
venture, trust, or other enterprise, including service with respect to an employee benefit plan (an
"indemnitee"), whether the basis of such proceeding is alleged action in an official capacity as a director
or officer or in any other capacity while serving as a director or officer, shall be indemnified and held
harmless by the Company to the fullest extent authorized by the Delaware General Corporation Law
("DGCL"), as the same exists or may hereafter be amended (but, in the case of any such amendment,
only to the extent that such amendment permits the Company to provide broader indemnification
rights than permitted prior thereto), against all expense, liability, and loss (including, without
limitation, attorneys' fees, judgments, fines, excise taxes or penalties, and amounts paid or to be paid in
settlement) incurred or suffered by such indemnitee in connection therewith and such indemnification
shall continue with respect to an indemnitee who has ceased to be a director or officer and shall inure to
the benefit of the indemnitee's heirs, executors and administrators; provided, however, that the
Company shall indemnify any such indemnitee in connection with a proceeding initiated by such
indemnitee only if such proceeding was authorized by the Board of Directors. The right to
indemnification includes the right to be paid by the Company for expenses incurred in defending any
such proceeding in advance of its final disposition. Officers and directors are not entitled to
indemnification if such persons did not meet the applicable standard of conduct set forth in the DGCL

for officers and directors.

DGCL Section 145 provides, among other things, that the Company may indemnify any person who
was or is a party or is threatened to be made a party to any threatened, pending or completed action,
suit or proceeding (other than an action by or in the right of the Company) by reason of the fact that
the person is or was a director, officer, agent or employee of the Company or is or was serving at the
Company's request as a director, officer, agent, or employee of another corporation, partnership, joint
venture, trust or other enterprise, against expenses, including attorneys' fees, judgments, fines and
amounts paid in settlement actually and reasonably incurred by the person in connection with such
action, suit or proceeding. The power to indemnify applies (a) if such person is successful on the merits
or otherwise in defense of any action, suit or proceeding, or (b) if such person acted in good faith and in
a manner he reasonably believed to be in the best interest, or not opposed to the best interest, of the
Company, and with respect to any criminal action or proceeding, had no reasonable cause to believe his
conduct was unlawful. The power to indemnify applies to actions brought by or in the right of the

Company as well, but only to the extent of defense expenses (including attorneys' fees but excluding



amounts paid in settlement) actually and reasonably incurred and not to any satisfaction of a judgment
or settlement of the claim itself, and with the further limitation that in such actions no indemni-
fication shall be made in the event of any adjudication of negligence or misconduct in the performance
of his duties to the Company, unless the court believes that in light of all the circumstances

indemnification should apply.

The indemnification provisions contained in the Company's Amended and Restated Certificate of
Incorporation and Amended and Restated Bylaws are not exclusive of any other rights to which a
person may be entitled by law, agreement, vote of stockholders or disinterested directors or otherwise.
In addition, the Company maintains insurance on behalf of its directors and executive officers insuring
them against any liability asserted against them in their capacities as directors or officers or arising out

of such status.
Item 15. Recent Sales of Unregistered Securities.

1. On April 12, 1996, the Registrant issued and sold 300 shares of Common Stock in a private
placement to the founders of the Registrant for an aggregate of $300 in reliance on the exemption

from registration provided by Section 4(2) of the Securities Act.

2.0n April 30, 1996, the Registrant issued and sold 101,500 shares of its Class A Preferred Stock, in a
private placement to eight investors for an aggregate of $10,150,000 in reliance on the exemption

from registration provided by Section 4(2) of the Securities Act.

3.0n April 30, 1996, the Registrant issued and sold 3,959,500 shares of Common Stock in a private
placement to ten investors in connection with the acquisition of iXL Interactive Excellence, Inc.,
Creative Video Library, Inc., Creative Video, Inc. and Entrepreneur Television, Inc. The issuance of

Common Stock was made in reliance on Section 4(2) of the Securities Act.

4. During the period from April 30, 1996 through February 5, 1999, the Registrant granted options to
purchase an aggregate of 23,049,261 shares of Common Stock to 1,423 employees pursuant to the IXL
Holdings, Inc. 1996 Stock Option Plan in reliance on Rule 701 promulgated under the Securities Act
and under Section 4(2) of the Securities Act. Options issued for 14,874,533 shares of Common Stock
cannot be exercised prior to the earlier of the registration of the underlying Common Stock under the

Securities Act or six years from the date of issuance.

5. 0n September 30, 1996, the Registrant issued and sold 10,000 shares of its Class A Preferred Stock
for $1,000,000 in a private placement to three investors and 25,000 shares of Common Stock for
$25,000 in a private placement to one investor, each in reliance on the exemption from registration

provided by Section 4(2) of the Securities Act.

6. On December 16, 1996, the Registrant issued and sold 50,000 shares of Common Stock in a private
placement to one investor in connection with the acquisition of Consumer Financial Network, Inc. This

issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.



7.0n February 14, 1997, the Registrant issued and sold 40,000 shares of Common Stock in a private
placement to two investors in connection with the acquisition of Webbed Feet, LLC. This issuance of

Common Stock was made in reliance on Section 4(2) of the Securities Act.

.On April 4, 1997, the Registrant issued and sold 454,400 shares of its Common Stock and options to
purchase 153,600 shares of Common Stock in a private placement to one investor in connection with
the acquisition of The Whitley Group, Inc. This issuance of Common Stock was made in reliance on
Section 4(2) of the Securities Act.

9. From April 4, 1997 through August 29, 1997, the Registrant issued and sold an aggregate of 57,760
shares of its Class A Preferred Stock for an aggregate of $14,440,000 to 38 investors in reliance on
Section 4(2) of the Securities Act.

10. On May 31, 1997, the Registrant issued and sold 3,416,700 shares of Common Stock, and warrants
to purchase 230,900 shares of Common Stock in a private placement to ten investors in connection
with the acquisition of BoxTop Interactive, Inc. This issuance of Common Stock was made in reliance

on Section 4(2) of the Securities Act.

11. On July 28, 1997, the Registrant issued and sold 283,900 shares of Common Stock in a private
placement to five investors in connection with the acquisition of Swan Interactive Media, Inc. This

issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.

12. From December 17, 1997 through December 23, 1997, the Registrant issued and sold in a private
placement to four investors (i) 83,075 shares of its Class B Preferred Stock, and warrants to purchase
10,650 shares of Class B Preferred Stock for $26,999,375 and (ii) 9,232 shares of its Class C Preferred
Stock, for an aggregate of $3,000,400 in reliance on Section 4(2) of the Securities Act.

13. On January 23, 1998, the Registrant issued and sold 271,356 shares of Common Stock in a private
placement to two investors in connection with the acquisition of Small World Software, Inc. This

issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.

14. On February 5, 1998, the Registrant issued and sold 344,270 shares of Common Stock in a private
placement to 18 investors in connection with the acquisition of substantially all of the assets of Green
Room Productions, L.L.C. This issuance of Common Stock was made in reliance on Section 4(2) of the

Securities Act.

15. From February 20, 1998 through February 27, 1998, the Registrant issued and sold in a private
placement an aggregate of (a) 3,192 shares of its Class A Preferred Stock and (b) 15,692 shares of its
Class B Preferred Stock plus warrants to purchase 1,810 shares of Class B Preferred Stock for an
aggregate of $6,137,300 to 12 investors in reliance on the exemption from registration provided by

Section 4(2) of the Securities Act.

16.On March 27, 1998, the Registrant issued and sold 266,000 shares of Common Stock in a private
placement to one investor in connection with its acquisition of certain assets of Continental
Communications Group, Inc. This issuance of Common Stock was made in reliance on Section 4(2) of

the Securities Act.



17.0n May 8, 1998, the Registrant issued and sold 155,200 shares of Common Stock in a private
placement to five investors in connection with its acquisition of Spin Cycle Entertainment. This

issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.

18. On May 12, 1998, the Registrant issued and sold 195,834 shares of Common Stock in a private
placement to three investors in connection with the acquisition of InTouch Interactive, Inc. This

issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.

19. On May 12, 1998, the Registrant issued and sold 359,584 shares of Common Stock in a private
placement to four investors in connection with the acquisition of Digital Planet. This issuance of

Common Stock was made in reliance on Section 4(2) of the Securities Act.

. On May 14, 1998, the Registrant issued and sold 740,000 shares of Common Stock in a private
placement to two investors in connection with the acquisition of Micro Interactive, Inc. This issuance

of Common Stock was made in reliance on Section 4(2) of the Securities Act.

21.On May 20, 1998, the Registrant issued and sold an aggregate of 539 shares of Class A Preferred
Stock in a private placement to four investors for an aggregate consideration of $175,175. This

issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.

22. From June 29, 1998 through September 18, 1998, the Registrant issued and sold an aggregate of
4,300 shares of Class A Preferred Stock in a private placement to 53 investors for an aggregate

consideration of $4,300,000. This issuance was made in reliance on Section 4(2) of the Securities Act.

23.0n July 2, 1998, the Registrant issued and sold 877,898 shares of Common Stock in a private
placement to six investors in connection with the acquisition of CommerceWAVE, Inc. This issuance of

Common Stock was made in reliance on Section 4(2) of the Securities Act.

24.0n July 8, 1998, the Registrant issued and sold 50,000 shares of Common Stock in a private
placement to two investors in connection with the acquisition of Wissing & Laurence, Inc. This

issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.

25.0n July 16, 1998, the Registrant issued and sold 200,000 shares of Common Stock in a private
placement to two investors in connection with the acquisition of 601 Design, Inc. This issuance of

Common Stock was made in reliance on Section 4(2) of the Securities Act.

26.0n July 22, 1998, the Registrant issued and sold 378,999 shares of Common Stock in a private
placement to six investors in connection with the acquisition of Image Communications, Inc. This

issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.

27.0n July 28, 1998, the Registrant issued and sold 37,107 shares of Common Stock in a private
placement to two foreign investors in connection with the acquisition of Campana New Media, S.L.
and The Other Media, S.L. This issuance of Common Stock was made in reliance on Section 4(2) of the

Securities Act.



28. On July 30, 1998, the Registrant issued and sold 674,132 shares of Common Stock in a private
placement to two investors in connection with the acquisition of Spinners Incorporated. This issuance

of Common Stock was made in reliance on Section 4(2) of the Securities Act.

29. On August 14, 1998, the Registrant issued and sold an aggregate of 35,700 shares of Class D
Preferred Stock, par value $.01 per share, in a private placement to 10 investors for an aggregate

consideration of $35,700,000 in reliance on Section 4(2) of the Securities Act.

30. On September 4, 1998, the Registrant issued and sold 762,622 shares of Common Stock in a
private placement to two investors in connection with the acquisition of Tekna, Inc. This issuance of

Common Stock was made in reliance on Section 4(2) of the Securities Act.

31. On September 7, 1998, the Registrant issued and sold 321,428 shares of Common Stock in a
private placement to four foreign investors in connection with the acquisition of LAVA Gesellschaft fur
Digitale Medien GmbH. This issuance of Common Stock was made in reliance on Section 4(2) of the

Securities Act.

32.0On September 9, 1998, the Registrant issued and sold 113,823 shares of Common Stock and
warrants to purchase 9,106 shares of Common Stock in a private placement to four investors in
connection with the acquisition of Larry Miller Productions, Inc. This issuance of Common Stock was

made in reliance on Section 4(2) of the Securities Act.

. On September 10, 1998, the Registrant issued and sold 42,852 shares of Common Stock in a private
placement to one foreign investor in connection with the acquisition of Denovo New Media Limited.

This issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.

34. On September 10, 1998, the Registrant issued and sold 275,000 shares of Common Stock in a
private placement to one investor in connection with the acquisition of Exchange Place Solutions, Inc.

This issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.

35. On September 18, 1998, the Registrant issued and sold 271,787 shares of Common Stock in a
private placement to three investors in connection with the acquisition of Pantheon Interactive, Inc.

This issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.

36.0n September 18, 1998, the Registrant issued and sold 269,421 shares of Common Stock in a
private placement to six investors in connection with the acquisition of Two-Way Communications,

L.L.C. This issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.

37.0n September 22, 1998, the Registrant issued and sold 701,375 shares of Common Stock in a
private placement to one investor in connection with the acquisition of NetResponse, L.L.C. This

issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.

38. On September 23, 1998, the Registrant issued and sold 358,551 shares of Common Stock in a
private placement to one investor in connection with the acquisition of Ionix Development

Corporation. This issuance of Common Stock was made in reliance on Section 4(2) of the Securities
Act.



39. On September 24, 1998, the Registrant issued and sold 378,066 shares of Common Stock in a
private placement to three investors in connection with the acquisition of Pequot Systems, Inc. This

issuance of Common Stock was made in reliance on Section 4(2) of the Securities Act.

40. On October 15, 1998, the Registrant issued and sold 2,000 shares of Common Stock in a private
placement to one investor for an aggregate consideration of $20,000. This issuance of Common Stock

was made in reliance on Section 4(2) of the Securities Act.

41. On December 14, 1998, the Registrant issued warrants to purchase 500,000 shares of Common

Stock in a private placement to one investor in reliance on Section 4(2) of the Securities Act.

42. During the period from December 10, 1998 through February 5, 1999, the Registrant granted
options to purchase an aggregate of 440,464 shares of Common Stock to 29 persons pursuant to the
iXL Enterprises, Inc. 1998 Non- Employee Stock Option Plan in reliance on the exemption from
registration provided by Section 4(2) of the Securities Act. Options issued for 293,064 shares of
Common Stock cannot be exercised prior to the earlier of the registration of the underlying Common

Stock under the Securities Act or six years from the date of issuance.

43.0On December 31, 1998, the Registrant issued warrants to purchase 500,000 shares of Common
Stock in a private placement to one investor in reliance on the exemption from registration provided
by Section 4(2) of the Securities Act.

44. From January 15, 1999 through January 19, 1999, the Registrant issued and sold 22,825 shares of
Class A Preferred Stock in a private placement to 27 investors for an aggregate consideration of

$22,825,000 in reliance on the exemption from registration provided by Section 4(2) of the Securities
Act.

Item 16. Exhibits and Financial Statement Schedules.
a. Exhibits

Exhibit Number Description 1.1 Form of U.S. Purchase Agreement* 1.2 Form of International
Purchase Agreement* 2.1 Exchange Agreement, dated April 30, 1996, between the Registrant, Creative
Video Library, Inc. and its stockholders for the purchase of all of the issued and outstanding capital
stock of Creative Video Library, Inc.

2.2 Exchange Agreement, dated April 30, 1996, between the Registrant, Creative Video, Inc. and its
stockholders for the purchase of all of the issued and outstanding capital stock of Creative Video, Inc.

2.3 Exchange Agreement, dated April 30, 1996, between the Registrant, IXL Interactive Excellence,
Inc. and its stockholders for the purchase of all of the issued and outstanding Stock of XL, Interactive

Excellence, Inc.

2.4 Exchange Agreement, dated April 30, 1996, between the Registrant, Entrepreneur Television, Inc.
and its stockholders for the purchase of all of the issued and outstanding capital stock of Entrepreneur

Television, Inc.



2.5 Purchase and Sale Agreement, dated as of June 5, 1996, by and among IXL Acquisition Corp.,
Memphis On Line, Inc. Southern On Line Systems, Inc., and Southern Tel Supply, Inc.

2.6 Agreement and Plan of Merger, dated as of December 13, 1996, by and among IXL Merger Corp.,
the Registrant, Consumer Financial Network, Inc., Mellett, Reene & Smith, LLC, Derek V. Smith,
Michael W. Reene and Edwin R. Mellett.

2.7 Asset Purchase Agreement, dated as of February 14, 1997, by and between the Registrant, iXL, Inc.,
Webbed Feet, LLC, F. Blair Schmidt- Fellner and Michael Brendon Dowdle.

2.8 Agreement and Plan of Merger, dated as of April 4, 1997, by and between the Registrant, IXL
Merger Corp. II, Inc., The Whitley Group, Inc. and William C. Whitley.

2.9 Agreement of Plan of Merger, dated as of May 30, 1997, by and between the Registrant, IXL

Merger Corp. III, Inc., BoxTop Interactive, Inc., and the Shareholders of Boxtop Interactive, Inc.

2.10 Agreement and Plan of Merger, dated as of July 28, 1997, by and between the Registrant, IXL
Merger Corp. IV, Inc., Mark Swanson, N. Blake Patton, Marc Sirkin, Edwin Davis, Estate of Robert H.

Kriebel and Swan Interactive Media, Inc.

2.11 Agreement and Plan of Merger, dated as of January 23, 1998, by and between the Registrant, iXL-
New York, Inc., Small World Software, Inc., and the Shareholders of Small World 2.12 Asset Purchase
Agreement, dated as of February 5, 1998, by and between the Registrant, iXL-San Francisco, Inc.,
Green Room Productions, L.L.C. and the Controlling Members.

2.13 Asset Purchase Agreement, dated as of March 27, 1998, by and between the Registrant, iXL-
Denver, Inc., Continental Communications Group, Inc., d/b/a Customer Communications Group, Inc.
and John R. Klug.

2.14 Agreement and Plan of Merger, dated as of May 4, 1998, by and between the Registrant, iXL-New

York, Inc., Micro Interactive, Inc. and the Micro Shareholders.

2.15 Agreement and Plan of Merger, dated as of May 8, 1998, by and between the Registrant, iXL-Los
Angeles, Inc., Spin Cycle Entertainment, Inc., and the SCE Shareholders.

2.16 Agreement and Plan of Merger, dated as of May 12, 1998, by and between the Registrant, iXL-Los
Angeles, Inc., Digital Planet and the Digital Shareholders.

Exhibit Number Description 2.17 Agreement and Plan of Merger, dated as of May 12, 1998, by and
between InTouch Interactive, Inc., the Registrant, iXL-Charlotte, Inc., and the InTouch Shareholders.

2.18 Share Sale and Purchase Agreement dated as of 11 May, 1998 between, iXL London Limited, and

Derek Scanlon.

2.19 Agreement and Plan of Merger, dated as of July 2, 1998, by and between CommerceWAVE, Inc.,
the Registrant, iXL-San Diego, Inc., and the CommerceWAVE shareholders.

2.20 Agreement and Plan of Merger, dated as of July 8, 1998, by and between the Registrant, iXL-New
York, Inc., Wissing & Laurence, Inc. and the W&L Shareholders.



2.21 Asset Purchase Agreement, dated as of July 16, 1998, by and among Robert Ortiz and John
Tierney, the Registrant and iXL-New York, Inc.

2.22 Agreement and Plan of Merger, dated as of July 22, 1998, by and between Image
Communications, Inc., the Registrant, iXL-DC, Inc., and the Image Shareholders 2.23 Share Purchase
Agreement, dated as of July 28, 1998, by and among the Registrant, iXL-Madrid, S.A., Campana New
Media, S.L, The Other Media, S.L., the Campana Companies Beneficial Owners and the Campana

Companies Shareholders.

2.24 Agreement and Plan of Merger, dated as of July 30, 1998, by and among Spinners Incorporated,
the Registrant, iXL-Boston, Inc. and the Spinners Shareholders.

2.25 Agreement and Plan of Merger, dated as of September 4, 1998, by and among the Registrant, iXL-
Richmond, Inc., Tekna, Inc., and the Tekna Shareholders.

2.26 Share Sale and Purchase Agreement, dated as of September 7, 1998, by and between the
Registrant, Jens Bley, Manfred Otterbreit, Stephan Balzerand Matthias Oelmann.* 2.27 Agreement and
Plan of Merger dated as of September 9, 1998 by and among the Registrant, iXL-Boston, Inc., Larry
Miller Productions, Inc., and the LMP Principals.

2.28 Agreement and Plan of Merger, dated as of September 10, 1998, by and between the Registrant,
iXL, Inc., Exchange Place Solutions, Inc., and the Exchange Place Shareholder.

2.29 Agreement and Plan of Merger, dated as of September 18, 1998, by and among the Registrant,

iXL-San Francisco, Inc., Pantheon Interactive, Inc., and the Pantheon Shareholders.

2.30 Agreement and Plan of Merger, dated as of September 18, 1998, by and among the Registrant,
iXL-Chicago, Inc., Two-Way Communications, L.L.C., and the TWC Members.

2.31 Agreement and Plan of Merger, dated as of September 22, 1998, by and between the Registrant,
iXL-DC, Inc., NetResponse, L.L.C., and Next Century Communications Corp.

2.32 Agreement and Plan of Merger, dated as of September 23, 1998, by and among the Registrant,
iXL-Chicago, Inc., Ionix Development, Corporation, and the Ionix Shareholder.

2.33 Agreement and Plan of Merger, dated as of September 24, 1998, by and between the Registrant,
iXL-Connecticut, Inc., Pequot Systems, Inc. and the Pequot Shareholders.

3.1 Form of Amended and Restated Certificate of Incorporation* 3.2 Form of Amended and Restated
Bylaws* 4.1 Form of Common Stock Certificate.* 4.2 Form of Common Stock Warrant.* 4.3 Form of
Class B Convertible Preferred Stock Warrant* Exhibit Number Description 4.4 Form of Class A
Common Stock Warrant* 4.5 Form of Class B Common Stock Warrant.* 4.6 Investor Stockholders

Agreement, dated as of April 30, 1996, as amended.

4.7 Form of Amended Stockholders' Agreement* 5.1 Opinion of Minkin & Snyder, a Professional
Corporation.* 10.1 Employment Agreement between Boxtop Interactive, Inc. and Kevin Wall, dated as

of August 1, 1996, as amended, together with related agreements.

10.2 Employment Agreement dated as of May 1, 1998 between iXL, Inc. and William C. Nussey.



10.3 Employment Agreement dated August 17, 1998 between iXL, Inc. and David Clauson.

10.4 Form of Employment Agreement between Consumer Financial Network, Inc. and C. Cathleen
Raffaeli* 10.5 iXL Enterprises, Inc. 1996 Stock Option Plan, together with related agreements.* 10.6
iXL Enterprises, Inc. 1998 Non-Employee Stock Option Plan, together with related agreements.* 10.7
iXL Enterprises, Inc. 1999 Employee Stock Option Plan, together with related agreements* 10.8
Amended and Restated Advisory Agreement dated as of April 30, 1996 by and between IXL Holdings,
Inc. and Kelso & Company.* 10.9 Consulting Agreement by and between iXL Enterprises, Inc. and
Kelso & Company.* 10.10 Promissory Note, dated as of January 14, 1997, made by IXL-Memphis, Inc.
in favor of First Tennessee Bank National Association, in the original principal amount of $499,000
and agreements related thereto.* 10.11 Promissory Note, dated as of May 30, 1997, in the principal
aggregate amount of $50,000 in favor of the Registrant from Kevin Wall.

10.12 Promissory Note, dated as of September 15, 1997, in the principal aggregate amount of
$500,000 in favor of U. Bertram Ellis from the Registrant.

10.13 Promissory Note, dated as of September 18, 1997, in the principal aggregate amount of
$300,000 in favor of James Rocco from the Registrant.

10.14 Promissory Note, dated as of September 29, 1997, in the principal aggregate amount of
$100,000 in favor of James S. Altenbach from the Registrant.

10.15 Promissory Note, dated as of October 10, 1997, in the principal aggregate amount of $1,000,000
in favor of U. Bertram Ellis, Jr. from the Registrant. 10.16 Promissory Note, dated as of October 30,
1997, in the principal aggregate amount of $1,000,000 in favor of U. Bertram Ellis, Jr. from the

Registrant.

10.17 Promissory Note, dated as of November 25, 1997, in the principal aggregate amount of
$1,000,000 in favor of U. Bertram Ellis, Jr. from the Registrant.

10.18 Promissory Note, dated as of December 3, 1997, in the principal aggregate amount of’
$1,300,000 in favor of U. Bertram Ellis, Jr. from the Registrant.

10.19 Promissory Note, dated as of June 19, 1998, in the principal aggregate amount of $4,000,000 in

favor of Deborah Hicks Ellis from the Registrant and certain of its subsidiaries and related agreements.

10.20 Promissory Note, dated as of July 20, 1998, in the principal aggregate amount of $2,000,000 in
favor of U. Bertram Ellis, Jr. from the Registrant.

10.21 Credit Agreement, dated as of July 29, 1998, as amended and restated as of November 30, 1998,
among the Registrant, the Lenders party thereto and The Chase Manhattan Bank as Administrative

Agent and related agreements.

Exhibit Number Description 10.22 Promissory Note, dated as of September 18, 1998, between David
Clauson (as Maker) and the Registrant together with Stock Pledge Agreement.

10.23 Subscription Agreement for Common Stock dated April 12, 1996 between the Registrant and U.
Bertram Ellis, Jr.



10.24 Subscription Agreement for Common Stock dated April 12, 1996 between the Registrant and
James S. Altenbach.

10.25 Subscription Agreement for Class A Convertible Preferred Stock dated April 30, 1996 between
the Registrant and U. Bertram Ellis, Jr.

10.26 Subscription Agreement for Class A Convertible Preferred Stock dated April 30, 1996 between
the Registrant and U. Bertram Ellis, Jr., James V. Sandry and James S. Altenbach.

10.27 Subscription Agreement for Class A Convertible Preferred Stock dated June 3, 1996 between the
Registrant and James S. Altenbach.

10.28 Subscription Agreement for Class A Convertible Preferred Stock dated April 4, 1997 between

the Registrant and Kelso Investment Associates V, L.P.

10.29 Subscription Agreement for Class A Convertible Preferred Stock dated April 4, 1997 between
the Registrant and Kelso Equity Partners V, L.P.

10.30 Subscription Agreement for Class A Convertible Preferred Stock dated April 4, 1997 between
the Registrant and U. Bertram Ellis, Jr.

10.31 Subscription Agreement for Class A Convertible Preferred Stock dated April 4, 1997 between
the Registrant and James S. Altenbach.

10.32 Subscription Agreement for Class A Convertible Preferred Stock dated February 20, 1998
between the Registrant and U. Bertram Ellis, Jr.* 10.33 Subscription Agreement for Class A Convertible
Preferred Stock dated August 25, 1998 between the Registrant and William C. Nussey.

10.34 Subscription Agreement for Class A Convertible Preferred Stock dated September 18, 1998

between the Registrant and David Clauson.

10.35 Exchange Agreement, dated April 30, 1996, between the Registrant, Creative Video Library, Inc.
and its stockholders for the purchase of all of the issued and outstanding capital stock of Creative

Video Library, Inc. (contained in Exhibit 2.1).

10.36 Exchange Agreement, dated April 30, 1996, between the Registrant, Creative Video, Inc. and its

stockholders for the purchase of all of the issued and outstanding capital stock of Creative Video, Inc.
(contained in Exhibit 2.2).

10.37 Exchange Agreement, dated April 30, 1996, between the Registrant, Entrepreneur Television,
Inc. and its stockholders for the purchase of all of the issued and outstanding capital stock of],

Entrepreneur Television, Inc. (contained in Exhibit 2.3).

10.38 Agreement and Plan of Merger, dated May 30, 1997, by and among iXL Enterprises, Inc., iXL

Merger Corp. III, Inc., Boxtop Interactive, Inc., and the Stockholders of Boxtop Interactive, Inc.
(contained in Exhibit 2.9).



10.39 Securities Purchase Agreement, dated December 17, 1997, among iXL Enterprises, Inc. and
Chase Venture Capital Associates, L.P., Flatiron Partners, LL.C and Greylock IX Limited Partnership

and related agreement.

10.40 Warrant Agreement, dated as of December 17, 1997, by and among the Registrant, Chase
Venture Capital Associates, L.P., Flatiron Partners, L.L.C., and Greylock IX Limited partnership.

10.41 Securities Purchase Agreement, dated December 23, 1997, among the Registrant and General
Electric Capital Corporation* Exhibit Number Description 10.42 Warrant Award Agreement dated as
of December 23, 1997 by and between the Registrant and General Electric Capital Corporation.

10.43 Warrant Agreement, dated as of December 23, 1997, by and between the Registrant and General

Electric Capital Corporation.

10.44 Warrant Award Agreement dated as of March 12, 1998 by and between the Registrant and
Chase Venture Capital Associates, L.P., and related agreement.* 10.45 Securities Purchase Agreement,
dated March 30, 1998, between the Registrant and Kevin Wall for the purchase of shares of the

Registrant's Common Stock.

10.46 Securities Purchase Agreement, dated August 14, 1998, among the Registrant and CB Capital
Investors, L..P., The Flatiron Fund 1998/99, LLC, Friends of Flatiron, LL.C, and Mellon Ventures II, L..P.

10.47 Securities Purchase Agreement, dated January 15, 1999, among the Registrant and the
Purchasers listed therein for the purchase of shares of the Registrant's Class A Preferred Stock.

10.48 Stock Purchase Agreement dated November 3, 1998, between Consumer Financial Network, Inc.
and General Electric Capital Corporation for the purchase of shares of Series A Convertible Preferred
Stock, $.01 par value per share, of Consumer Financial Network, Inc.* 10.49 Warrant Agreement, dated

as of November 3, 1998, among the Registrant and General Electric Capital Corporation.

10.50 Stockholders' Agreement, dated November 3, 1998, among Consumer Financial Network, Inc.,
iXL Enterprises, Inc. and General Electric Capital Corporation.* 10.51 Guaranty of License Agreement
dated April 27, 1998 between Consumer Financial Network, Inc. and Charter Federal Savings & Loan

Association of West Point, Georgia.

10.52 Lease Agreement dated January 8, 1997 between Park Place Emery, L.L.C. and iXL, Inc., as
amended* 10.53 Registration Rights Agreement dated as of April 30, 1996 among the Registrant and
Kelso Investment Associates V, L.P., Kelso Equity Partners V, L.P., Kelso Equity Partners V, L.P., and
certain other stockholders of the Registrant.* 21.1 Subsidiaries of the Company.

23.1 Consent of PricewaterhouseCoopers LLP.

23.2 Consent of Minkin & Snyder, a Professional Corporation (contained in Exhibit 5.1).* 24.1 Power
of Attorney.** 27.1 Financial Data Schedule.

*To be provided by amendment. **Included on signature pages hereto.

b. Financial Statement Schedules Schedule II--Valuation and Qualifying Accounts Item 17.
Undertakings.



The undersigned Registrant hereby undertakes to provide to the Underwriters at the closing
certificates in such denominations and registered in such names as required by the Underwriters to

permit prompt delivery to each purchaser.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to
directors, officers, and controlling persons of the registrant pursuant to the provisions described in
Item 14, or otherwise, the registrant has been informed that in the opinion of the Securities and
Exchange Commission such indemnification is against public policy as expressed in the Securities Act
and is therefore unenforceable. In the event that a claim for indemnification by the registrant against
such liabilities (other than the payment by the registrant of express incurred or paid by a director,
officer, or controlling person of the registrant in the successful defense of any action, suit, or
proceeding) is asserted by such director, or controlling person in connection with the securities being
registered, the registrant will, unless in the opinion of its counsel the matter has been settled by
controlling precedent, submit to a court of appropriate jurisdiction the question whether such
indemnification by it is against public policy as expressed in the Securities Act and will be governed by

the final adjudication of such issue.
The undersigned registrant hereby undertakes that:

(1) For purposes determining any liability under the Securities Act of 1933, the information omitted
from the form of Prospectus filed as part of this registration statement in reliance upon Rule 430A and
contained in a form of Prospectus filed by the registrant pursuant to Rule 424(b) (1) or (4) or 497 (h)
under the Securities Act shall be deemed to be part of this registration statement as of the time it was

declared effective.

(2) For the purpose of determining any liability under the Securities Act of 1933, each post-effective
amendment that contains a form of Prospectus shall be deemed to be a new registration statement
relating to the securities offered therein, and the offering of such securities at that time shall be deemed

to be the initial bona fide offering thereof.

Signatures

Pursuant to the requirements of the Securities Act of 1933, the registrant has duly caused this
registration statement to be signed on its behalf by the undersigned, thereunto duly authorized, in the

City of Atlanta, State of Georgia, on February 5, 1999.

iXL Enterprises Inc., a Delaware corporation /s/ U. Bertram Ellis, Jr. By:
Name:U. Bertram Ellis, Jr. Title:Chief Executive Officer Each person whose signature appears below
hereby constitutes and appoints U. Bertram Ellis, Jr. and M. Wayne Boylston, and each of them, his true
and lawful attorneys-in-fact and agents with full power of substitution and resubstitution, for him and
in his name, place, and stead, in any and all capacities, to sign any and all (i) amendments (including
post-effective amendments) and additions to this Registration Statement and (ii) Registration
Statements, and any and all amendments thereto (including post-effective amendments), relating to the
offering contemplated pursuant to Rule 462(b) under the Securities Act of 1933, and to file the same,



with all exhibits thereto, and other documents in connection therewith, with the Securities and
Exchange Commission, and hereby grants to such attorneys-in-fact and agents full power and authority
to do and perform each and every act and thing requisite and necessary to be done, as fully to all
intents and purposes as he or she might or could do in person, hereby ratifying and confirming all that
said attorneys-in-fact and agents or his substitute or substitutes may lawfully do or cause to be done by
virtue hereof.

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed

by the following persons in the capacities and on the dates indicated.

Signature Title Date

/s/ U. Bertram Ellis, Jr. Chief Executive Officer February 5, 1999
(Principal Executive
U. Bertram Ellis, Jr. Officer)
/s/ M. Wayne Boylston Chief Financial Officer February 5, 1999
(Principal Financial
M. Wayne Boylston Officer)

/s/ Frank K. Bynum, Jr. Director February 5, 1999 Frank K. Bynum, Jr.

/s/ Jerome D. Colonna Director February 5, 1999 Jerome D. Colonna /s/ I. Robert Greene Director
February 5, 1999 1. Robert Greene /s/ William C. Nussey Director February 5, 1999 William C. Nussey
Signature Title Date /s/ James R. Rocco Director February 5, 1999 James R. Rocco /s/ Thomas G.
Rosencrants Director February 5, 1999 Thomas G. Rosencrants /s/ Kevin M. Wall Director February 5,
1999 Kevin M. Wall /s/ Thomas R. Wall, IV Director February 5, 1999 Thomas R. Wall, IV Schedule II--

Valuation and Qualifying Accounts (in thousands)

Balance at Charges to Deductions Balance
beginning costs and and at end
Description of period expenses Reclassifications (1) Other (2) of period
Allowance for doubtful
accounts
For the year ended
December 31,
1998, i $138 $1,227 $(765) $196 $796
1997 i i e 150 118 (130) -- 138
1996, i -- 134 (14) 30 150

(1)Amounts represent write-offs. (2) Amounts represent the beginning balances of the allowance for

doubtful accounts for the companies acquired during the respective periods.

S-1 </Text>



