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Re:  Transfer of ALEC Certificate from Comcast Telephony Communications of Florida,

Inc. to Comcast Business Communications, Inc.

Dear Sirs:

Please find enclosed an original and three copies of the application by Comcast Telephony
Communications of Florida, Inc. to transfer ALEC Certificate No. 3172 to Comcast Business
Communications, Inc. The transfer is being sought in order to promote operational and internal
corporate efficiencies between the Comcast entities. The transfer will neither result in any changes
in the terms and conditions of CTCF's current services nor result in any changes in expertise,
operational control or financial qualifications to provide those services.

We thank you for your prompt attention to this request and look forward to working with
you. If you have any questions at all please do not hesitate to contact me.

Very truly yours,

William B. am
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APPLICATION
This is an application for O (check one): . /13 Y {_,7?3
( ) Original certificate (new company).
(x ) Approval of transfer of existing certificate: Example, a non-certificated

company purchases an existing company and desires to retain the original
certificate of authority.

() Approval of assignment of existing certificate: Example, a certificated
company purchases an existing company and desires to retain the certificate
of authority of that company.

( ) Approval of transfer of control: Example, a company purchases 51% of a
certificated company. The Commission must approve the new controlling
entity.

Name of company:

Comcast Business Communications, Inc.

Name under which the applicant will do business (fictitious name, etc.):
Comcast Business Communications, Inc.
Official mailing address (including street name & number, post office box, city,
state, zip code):
Comcast Business Communications, Inc.

650 Centerton Road
Moorestown, New Jersey 08057
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5. Florida address (including street name & number, post office box, city, state,
zip code):

3760 Hartsfield Road
Tallahassee, FL 32303

6. Structure of organization:

( ) Individual ( X) Corporation

() Foreign Corporation ( ) Foreign Partnership
() General Partnership ( ) Limited Partnership
( ) Other

7. Ilfindividual, provide:

Name:

Title:

Address:

City/State/Zip:

Telephone No.: Fax No.:

Internet E-Mail Address:

internet Website Address:

8. Ifincorporated in Florida, provide proof of authority to operate in Florida:

(a) The Florida Secretary of State corporate registration number:




9.

10.

1.

12,

13.

If foreign corporation, provide proof of authority to operate in Florida:

(a) The Florida Secretary of State corporate registration number:

F94000000047

If using fictitious name-d/b/a, provide proof of compliance with fictitious name
statute (Chapter 865.09, FS) to operate in Florida:
(a) The Florida Secretary of State fictitious name registration number:

GP807600025

If a limited liability partnership, provide proof of registration to operate in
Florida:

(a) The Florida Secretary of State registration number:
N/A

If a partnership, provide name, title and address of all partners and a copy of
the partnership agreement.
Name: N/A
Title:
Address:
City/State/Zip:

Telephone No.: Fax No.:

Internet E-Mail Address:

Internet Website Address:

If a foreign limited partnership, provide proof of compliance with the foreign
limited partnership statute (Chapter 620.169, FS), if applicable.

(a) The Florida registration number: N/A



14.

15.

16.

Provide F.E.l. Number(if applicable): 232736203

Indicate if any of the officers, directors, or any of the ten largest stockholders
have previously been:

N/A

(a) adjudged bankrupt, mentally incompetent, or found guilty of any felony or of any
crime, or whether such actions may result from pending proceedings. Provide
explanation.

(b) an officer, director, partner or stockholder in any other Florida certificated
telephone company. If yes, give name of company and relationship. If no longer
associated with company, give reason why not.

Certain officers and directors were previously associated with Comcast MH
Telephony Communications of Florida ("CMHTCFL") (ALEC certificate number
3118). CMHTCFL is currently seeking cancellation of that certificate by the FPSC.
(See attached correspondence dated September 17, 2001, labeled as Exhibit "D".

Who will serve as liaison to the Commission with regard to the following?

(a) The application:

Name: William B. Graham

Title:  Atftorney at Law

Address: 215 S. Monroe Street, Suite 600

City/State/Zip: Tallahassee, FL 32301

Telephone No.: (850) 222-2107 Fax No.: (850) 222-8475
Internet E-Mail Address: bgraham@mcfarlian.com

Internet Website Address: www.mcfarlain.com

(b) Official paint of contact for the ongoing operations of the company:

Name: John Sullivan

Title:  Vice President and General Manager

Address: 650 Centerton Road

City/State/Zip: Morrestown, New Jersey 08057

Telephone No.: (856) 638-4014 Fax No.. (856)638-0219

Internet E-Mail Address:
Internet Website Address:



17.

(c) Complaints/Inquiries from customers:

Name: Cathy Wilson

Title: Director of Customer Service

Address: 500 South Gravers Road

City/State/Zip: Plymouth Meeting, PA 19462

Telephone No.: 484/530-5527 Fax No: 484/530-9184

Internet E-Mail Address:
Internet Website Address:

List the states in which the applicant:
(a) has operated as an alternative local exchange company.
The company has provisioned test accounts in Maryland, but is not yet billing

customers for local exchange service in any state in which it is certified to
provide such service.

(b) has applications pending to be certificated as an alternative local
exchange

No applications are pending as of September 21, 2001.

(c) is certified to operate as an alternative local exchange company.
Maryland, Pennsylvania, Delaware, Virginia, Michigan, Indiana, New York,
District of Columbia. Conditional authority has been granted in New
Jersey.

(d) has been denied authority to operate as an aiternative local exchange
company and the circumstances involved.

None

(e) has had regulatory penalties imposed for violations of telecommunications
statutes and the circumstances involved.

None



18.

() has been involved in civil court proceedings with an interexchange carrier,
local exchange company or other telecommunications entity, and the
circumstances involved.

In August of this year, CBC brought suit against Network Access Solutions
Corporation and Network Access Solutions L.L..C. ("NAS") in the Federal Court for
the Eastern District of Virginia. NAS is a contracted underlying DSL provider to
CBC.

NAS notified CBC in late July 2001 that it would discontinue providing wholesale
DSL service to CBC and other of its end-users whose lines are served by certain
Verizon central offices, and filed for Federal Communication Commission ("FCC")
certification to exit the at-issue market pursuant to section 63.71 of the FCC rules,
47 C.F.R. § 63.71. CBC believes that NAS' decision violated its agreement with
CBC and caused CBC to incur marketing and legal costs in order to ensure that
the impacted end-users would not receive a disruption to their advanced services.
CBC filed comments with the FCC opposing NAS' application to exit the at-issue
market given that there were no alternative providers of symmetrical DSL service
nor reasonable substitute service available within the notice period.

While NAS amended its application at the FCC to remove CBC and CBC's end-
users from the scope of customers it sought to abandon, CBC continues to seek
relief for the monetary damages it suffered due to NAS' actions.

Submit the following:

A. Managerial capability: give resumes of employees/officers of the
company that would indicate sufficient managerial experiences of each.

See Exhibits "A" and "B"

B. Technical capability: give resumes of employees/officers of the
company that would indicate sufficient technical experiences or indicate
what company has been contracted to conduct technical maintenance.

See Exhibits "A" and "B"
C. Financial capability.
The application should contain the applicant's audited financial statements for the
most recent 3 years. If the applicant does not have audited financial statements, it

shall so be stated.
See Exhibit "C"



The unaudited financial statements should be signed by the applicant's chief
executive officer and chief financial officer affirming that the financial statements
are true and correct and should include:
1. the balance sheet:
2. income statement: and
3. statement of retained earnings.
NOTE: This documentation may include, but is not limited to, financial statements, a
projected profit and loss statement, credit references, credit bureau reports, and descriptions
of business relationships with financial institutions.

Further, the following (which includes supporting documentation) should be provided:

1. written explanation that the applicant has sufficient financial capability to
provide the requested service in the geographic area proposed to be served.

2. written explanation that the applicant has sufficient financial capability to
maintain the requested service.

3. written explanation that the applicant has sufficient financial capability to meet
its lease or ownership obligations.

See Exhibit "A".



THIS PAGE MUST BE COMPLETED AND SIGNED

APPLICANT ACKNOWLEDGMENT STATEMENT

1. REGULATORY ASSESSMENT FEE: | understand that all telephone companies
must pay a regulatory assessment fee in the amount of .15 of one percent of gross
operating revenue derived from intrastate business. Regardless of the gross
operating revenue of a company, a minimum annual assessment fee of $50 is
required.

2. GROSS RECEIPTS TAX: | understand that all telephone companies must pay a
gross receipts tax of two and one-half percent on all intra and interstate business.

3. SALES TAX: | understand that a seven percent sales tax must be paid on intra and
interstate revenues.

4. APPLICATION FEE: | understand that a non-refundable application fee of $250.00
must be submitted with the application.

UTILITY OFFICIAL:

John Sullivan 534/’

Print Name Signature

Vice President and General Counsel J7o- 3 - o/

Title Date

(856) 638-4014 (856) 638-0219

Telephone No. Fax No.

Address: 650 Centerton Road

Morrestown, New Jersey 08057




THIS PAGE MUST BE COMPLETED AND SIGNED

AFFIDAVIT

By my signature below, |, the undersigned officer, attest to the accuracy of the
information contained in this application and attached documents and that the
applicant has the technical expertise, managerial ability, and financial capability to
provide alternative local exchange company service in the State of Florida. | have
read the foregoing and declare that, to the best of my knowledge and belief, the
information is true and correct. | attest that | have the authority to sign on behalf of
my company and agree to comply, now and in the future, with all applicable

Commission rules and orders.

Further, | am aware that, pursuant to Chapter 837.06, Florida Statutes,
"Whoever knowingly makes a false statement in writing with the intent to
mislead a public servant in the performance of his official duty shall be guilty
of a misdemeanor of the second degree, punishable as provided in s. 775.082

and s. 775.083."

UTILITY OFFICIAL:

JOHN SULLIVAN

L

Print Name

Vice President and General Counsel

Signdtyre /,/

SO0 -3-0/

Title

(856) 638- 4014

Date

(856) 638-0219

Telephone No.

Address: 650 Centerton Road

Fax No.

Morrestown, New Jersey 08057




INTRASTATE NETWORK (if available)
Chapter 25-24.825 (Szr, Florida Administrative Code, requires the company to
make available to staff the alternative local exchange service areas only upon
request.
1. POP: Addresses where located, and indicate if owned or leased.

1) 2)

N/A

3) 4)

2. SWITCHES: Address where located, by type of switch, and indicate if
owned or leased.

1) 2)

N/A

3) 4)

3. TRANSMISSION FACILITIES: POP-to-POP facilities by type of facilities
(microwave, fiber, copper, satellite, etc.) and indicate if owned or leased.

POP-to-POP OWNERSHIP
1)

2) N/A

3)

4)




CERTIFICATE SALE, TRANSFER, OR ASSIGNMENT. STATEMENT

I, (Name): John G. Sullivan
(Title): \'/:if:e.Sreslident, Legal/Regulatory of Comcast Telephony Communications of
orida, Inc.

and current holder of Florida Public Service Commission Certificate Number # _ 3172 .
have reviewed this application and join in the petitioner's request for a:

( )sale
(X ) transfer
() assignment

of the above-mentioned certificate.

UTILITY OFFICIAL:
JOHN G. SULLIVAN N 2. S 47_/
Print Name Q Sigriature
Vice President, Legal, Requlatory 70 T3 -0
Title Date
(856) 638-4014 (856) 638-0219
Telephone No. Fax No.

Address: 650 Centerton Road

Morrestown, New Jersey 08057




EXHIBIT "A"
Explanation of Application and Authority Being Requested

Comcast Telephony Communications of Florida, Inc. ("CTCF") is the current holder of
Certificate No. 3172. In order to promote operational and other internal corporate efficiencies,
CTCF made the decision to transfer its certificate to a related Comcast entity, Comcast Business
Communications, Inc. ("CBC"). Following approval of this transfer, CBC will provide the regulated
services currently covered under CTCF's certification with the Florida Public Service Commission.

As described in this application, the transfer of CTCF's certificate to CBC will neither result
in any changes in the terms and conditions of CTCF's current services, nor result in any changes in
the management and technical expertise, operational control and financial qualifications to provide
services that were previously approved by this Commission. There will be a minimal change in
managerial control due to the change in parent company control. The transaction will be seamless
to the provision of service in Florida.

Because CTCF previously demonstrated that it possesses the technical, managerial and
financial resources to provide alternative local exchange service in Florida, and because no changes
in the technical, managerial, or financial qualifications will result from the transfer, it is respectfully
submitted that expedited approval of this application is appropriate and in the public interest.
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BIOGRAPHY .

ROBERT M. KEANE
President and CEQ
Comcast Business Communications

Robert M. Keane is president and CEO of Comcast Business
Communications, a division of Comcast Corporation. He is responsible for
the overall management of the company, which provides network solutions,
including Internet and data network services and telecommunications
services to businesses primarily in Comcast Cable Communications

coverage area.

Keane joined Comcast in November 1999, with more than 19 year’s

experience in a wide range of telecommunications functions.

Prior to joining Comcast, he was vice president of national planning for
TCG and AT&T Local Services. He also served in vanous operational and
sales executive capacities w1th AT&T and Lucent Technologles

Keane holds a Bachelor of Science Degree and a Master of Science Degree
in Electrical Engineering from the New Jersey Institute of Technology
(formerly NCE). He lives with his wife, Cindy, and family in Brick, New
Jersey.
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BIOGRAPHY

RICK C. ATTANASIO
Senior Vice President of Network Realization
Comcast Business Communication

Rick Attanasio is senior vice president of network realization for Comcast
Business Communications, a division of Comcast Corporation. He is
responsible for the engineering and implementation of Comcast Business

Communications’ next-generation network deployment.

He began his telecommunications career in 1981 with Bell Atlantic and held
various network planning and engineering positions with Bellcore and
AT&T. Most recently, he was vice president of national wireline operations
at AT&T Local Services where he was responsible for network

implementation of HFC (Hybrid Fiber Coax) and MDU (Multiple Dwelling
Unit) network servicing and interconnection.

Throughout his career, he has received numerous leadership awards,
including three “Building on Our Success™” awards at AT&T. f

Attansio holds a Bachelor of Science Degree in Electrical Engineering from
New Jersey Institute of Technology and a Masters in Business
Administration Degree from Fairleigh Dickenson University. He currently
resides in Bridgewater, New Jersey with his wife, Donna, and three children,
Eric, Alyssa and Nicholas.
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BIOGRAPHY

NATHANIEL R. COHEN
Senior Vice President of Business Operations
Comcast Business Communications

Nate Cohen is the senior vice president of business operations for Comcast
Business Communications, a division of Comcast Corporation. He is
responsible for the company’s customer care and billing operations,
including Internet initiatives and strategies. He is also responsible for the
company’s revenue assurance, business practices, real estate and facility

initiatives, as well as vendor and contract negotiations.

Cohen has more than ten year’s experience in the telecommunications
industry. He began his career with Comcast in 1997 when the company
acquired GlobalCom Telecommunications, Inc. where he served as chief
executive officer. Following the acquisition, Cohen was president of
Comcast Telecommunications, Inc., which provided long distance, high-
speed data and telephone equipment services.

Cohen was the recipient of The Philadelphia Business Journal’s “40 Under

40” award, and is a member of the National Multiple Sclerosis Society

Leadership Class and the American Lung Association’s President’s Cabinet.

He is also a member of the Board of Trustees for the National Multiple
Sclerosis Society of the Delaware Valley Chapter and the Board of

Governors of the Drexel University Alumni Association.

He holds a Bachelor of Science in Business Administration and Accounting
from Drexel University. He lives with his wife, Terri, and two children in
Radnot, PA.
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BIOGRAPHY

RONALD L. TONGE
Senior Vice President of Sales, Marketing
and Product Management
Comcast Business Communications

Ronald Tonge is senior vice president of sales, marketing and product
management for Comcast Business Communications, a division of Comcast
Corporation. He joined Comcast Business Communications in July, 2000

with more than 23 years of telecommunications experience.

Prior to joining Comcast, he was the vice president of offer management and
customer solutions at AT&T Solutions, a network outsourcing business.
Tonge managed one of the largest and most critical units of that operation,
and his extensive telecommunications experience also includes direct sales,
marketing and product management, carrier markets, network asset planning

and utilization, and business development.

Tonge holds a Bachelors of Science Degree in Business from the University
of Delaware and attended the Advance Management Program at the
Wharton School, University of Pennsylvania. He lives with his wife,
Michele and his two children, Brian and Rachel, in Raritan Township,
Hunterdon County, New Jersey.
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Common Stock held by non-affiliates of the Registrant was $1.755 billion and $19.234 billion, respectively.

As of December 31, 1998, there were 328,630,366 shares of Class A Special Common Stock, 31,690,063 shares
of Class A Common Stock and 9,444,375 shares of Class B Common Stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE
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This Annual Report on Form 10-K is for the year
ending December 31, 1998. This Annual Report modifies
and supersedes documents filed prior to this Annual
Report. The SEC allows us to “incorporate by reference”
information that we file with them, which means that we
can disclose important information to you by referring
you directly to those documents. Information
incorporated by reference is considered to be part of this
Annual Report. In addition, information we file with the
SEC in the future will automatically update and supersede
information contained in this Annual Report. In this
Annual Report, “Comcast,” “we,” “‘us” and “our” refer to
Comcast Corporation and its subsidiaries.

You should carefully review the information
contained in this Annual Report, but should particularly
consider any risk factors we set forth in this Annual
Report and in other reports or documents that we file
from time to time with the SEC. In this Annual Report,
we state our beliefs of future events and of our future
financial performance. In some cases, you can identify
those so-called “forward-looking statements” by words
such as “may,” “will,” “should,” “expects,” “plans,”
“anticipates,” “believes,” “estimates,” “predicts,”
“potential,” or “continue” or the negative of those words
and other comparable words. You should be aware that

those statements are only our predictions. Actual events
or resuits may differ materially. In evaluating those
statements, you should specifically consider various
factors, including the risks outlined below. Those facfors
may cause our actual results to differ materiaily from any
of our forward-looking statements.

Factors Affecting Future Operations

The cable communications industry and the provision
of programming content may be affected by, among other
things:

. changes in laws and regulations,

. changes in the competitive environment,

. changes in technology,

. franchise related matters,

. market conditions that may adversely affect the
availability of debt and equity financing for
working capital, capital expenditures or other
purposes,

. demand for the programming content we
distribute or the willingness of other video
program providers to carry our content,

. general economic conditions.



PART I

ITEM 1 BUSINESS

We are principally engaged both 1n developing,
managing and operating hybrid fiber-coaxial broadband
cable communications networks and in providing
programming content, primarily through QVC, our
electronic retailing subsidiary. We are currently the
fourth-largest cable communications system operator in
the United States and are in the process of implementing
high-speed Internet access service and digital video
applications to enhance the products available on our
cable networks.

Our consolidated cable operations served
approximately 4.5 million subscribers and passed approx-
imately 7.4 million homes n the United States as of
December 31, 1998. We own interests in other cable
communications companies serving more than 237,000
subscribers. We expect to complete transactions i 1999
that will give us an ownership and management interest
in cable systems which, upon closing of certain pending
transactions, will serve approximately 1.1 million
subscribers.

We provide programming content through our
majority-owned subsidiartes, QVC, Inc. and E!
Entertainment Television, Inc., and through other pro-
gramming investments, including Comcast SportsNet,
The Golf Channel, Speedvision and Outdoor Life.
Through QVC, we market a wide variety of products
directly to consumers primarily on merchandise-focused
television programs. QVC is available, on a full and part-
time basis, to over 70 mullion homes in the United States,
over 7.3 million homes in the United Kingdom and
Ireland and over 14 mullion homes in Germany.

We are a Pennsylvania corporation that was
organized 1n 1969. We have our principal executive
offices at 1500 Market Street, Philadelphia, PA
19102-2148. Our telephone number 1s (215) 665-1700.
We also have a world wide web site at
http://www.comcast.com. The information posted on our
web site is not incorporated into this Annual Report.

FINANCIAL INFORMATION ABOUT INDUSTRY SEGMENTS

You should see Note 10 to our consolidated financial statements in Item 8 of this report for information about our

operations by industry segment.

GENERAL DEVELOPMENTS OF OUR BUSINESS

We entered into a number of significant transactions
in 1998 and subsequent to December 31, 1998. We have
summarized these transactions below and have more fully
described them in Notes 1 and 3 to our consolidated
financial statements in Item 8§ of this Annual Report.

Acquisition of Greater Philadelphia Cablevision

In February 1999, we agreed to acquire Greater
Philadelphia Cablevision, Inc., a subsidiary of Greater
Media, Inc. that operates a cable communications system
serving approximately 79,000 subscribers in Philadelphia,
Pennsylvania. We will issue approximately 4.2 million
shares of our Class A Special Common Stock to complete
the acquisition. The acquisition is expected to close in the
fourth quarter of 1999 if we receive all the necessary
regulatory and other approvals.

Sale of Comcast Cellular

In January 1999, we agreed to sell our wholly owned
subsidiary, Comcast Cellular Corporation, to SBC
Communications, Inc. for approximately $400 million in
cash and the assumption of approximately $1.3 billion of
Comcast Cellular debt. Comcast Cellular provides

telephone communications services pursuant to licenses
granted by the Federal Communications Commission to
more than 829,000 subscribers in and around the City of
Philadelphia, the State of Delaware and in a significant
portion of the State of New Jersey. We expect to
recognize a pre-tax gain on the sale of approximately
$600 million. We expect to complete this sale in the third
quarter of 1999 if we receive all the necessary regulatory
and other approvals.

Sale of Primestar

As of December 31, 1998, we own a 9.5% interest 1n
Primestar, Inc. Primestar acquures, originates and provides
television programming services delivered by satellite to
subscribers through a network of distributors. In January
1999, Primestar announced the sale of its direct broadcast
satellite service to Hughes Electronics Corporation (a
division of General Motors Corporation and the parent
company of DirecTV, a direct broadcast satelltte service
competing with our cable communications systems) for
$1.8 billion i cash and stock. The sale of Primestar to
Hughes Electronics is subject to the consent of certain
Primestar lenders and the receipt of necessary regulatory
and other approvals.



Investment in Prime Communications

In December 1998, we agreed to invest in Prime
Communications LLC, a cable television operator with
cable communications systems serving approximately
430,000 subscribers. During the fourth quarter of 1998,
we acquired a $50 million 12.75% subordinated note due
2008 from Prime. In addition, under the terms of the
agreement, we will lend Prime approximately $735
million in the form of a 6% ten year note, which
transaction we expect to occur in the third quarter of
1999. In return we will receive a convertible note giving
us the right to acquire 90% of Prime. The note cannot be
converted until the build out of certain of Prime's cable
systems is complete and regulatory and other approvals
are obtained, which 1s expected to occur in the third
quarter of 2002. Upon conversion of the note, we expect
to assume approximately $550 million of Prime debt. We
will have the option to acquire the remaining 10% interest
in Prime for approximately $82 million, plus accrued
interest at 7% per annum.

Sale of Sprint PCS

In November 1998, Sprint Corporation assumed total
ownership and management control of Sprint PCS, a
personal communications services company serving the
United States. In exchange for our 15% partnership
interest in Sprint PCS, we received approximately 47.2
million shares of unregistered Series 2 Sprint PCS
common stock, 61,726 shares of Sprint PCS convertible
preferred stock, which converts into approximately 2.0
million shares of unregistered Series 2 Sprint PCS
common stock, and a warrant to purchase approximately
3.0 million shares of unregistered Series 2 Sprint PCS
common stock at $24.02 per share. As a result of this
exchange, we recognized a pre-tax gain of approximately
$758 million during the fourth quarter of 1998. We have
registration rights, subject to customary restrictions,
which will allow us to sell the Sprint PCS stock that we
received.

Offering of Subsidiary Debt

In November 1998, Comcast Cable Communications,
Inc., one of our wholly owned subsidiaries, sold $800
million aggregate principal amount of 6.20% senior notes
due 2008 in a public offering. Interest on the notes is
payable semi-annually on May 15 and November 15 of

each year, commencing May 15, 1999. The notes are not
redeemable prior to maturity. Comcast Cable used
substantially all of the net proceeds from the offering to
repay existing intercompany borrowings and for general
corporate purposes.

Sale of Comcast UK Cable

In October 1998, we exchanged all of our shares of
Comcast UK Cable Partners Limited, one of our
consolidated subsidiaries, with NTL Incorporated for
approximately 4.8 million shares of unregistered NTL
common stock. As a result of this exchange, we
recognized a pre-tax gam of approximately $148 million
during the fourth quarter of 1998. We have registration
rights, subject to customary restrictions, which will allow
us to sell the NTL shares that we received.

AT&T Acquisition of Teleport

In July 1998, we exchanged all of our shares of
Teleport Communications Group Inc., acompetitive local
exchange carrier, with AT&T Corp. for approximately
24.2 million shares of unregistered AT&T common stock.
As aresult of this exchange, we recognized a pre-tax gain
of approximately $1.1 billion during the third quarter of
1998. We have registration rights, subject to customary
restrictions, which will allow us to sell the AT&T shares
that we received.

Acquisition of Jones Intercable

In May and August 1998, we announced agreements
to purchase certain interests in Jones Intercable, Inc., for
$700 million, We expect to close this acquisition in the
first half of 1999 if we receive all the necessary
regulatory and other approvals. Upon completion of this
acquisition, we will own approximately 12.8 million
shares of Jones Intercable’s Class A common stock and
2.9 million shares of its common stock. Those shares will
represent approximately 37% of the economic and 47%
of the voting interest in Jones Intercable. In addition, the
2.9 million shares of common stock that we will own will
represent approximately 57% of the outstanding common
stock and will enable us to elect 75% of the Board of
Directors of Jones Intercable. We expect to consolidate
Jones Intercable in our financial statements upon closing
of the acquisition.



DESCRIPTION OF OUR BUSINESSES

Cable Communications
Technology and Capital Improvements

Our broadband cable networks receive signals by
means of:

special antennae,

microwave relay systems,

« earth stations.

These networks distribute a variety of video,
telecommunications and data services to residential and
commercial subscribers.

In accordance with the October 1997 *‘social
contract” we entered into with the FCC, 80% of our cable
subscribers will be served by a system with a capacity of
at least 550-MHz and at least 60% of our cable
subscribers will be served by a system with a capacity of
at least 750-MHz by March 31, 1999. In addition, we will
provide free cable service connections, cable modems and
modem service to schools and to 250 public libraries in
communities when we commercially deploy cable modem
service to residential customers in those communities.

In addition to meeting our “social contract”
commitments, we are deploying fiber optic cable and
upgrading the technical quality of our broadband
networks. As a result, the reliability and capacity of our
systems has increased, aiding in the delivery of additional
video programming and other services such as enhanced
digital video, high-speed Internet access service and,
potentially, telephony. During 1998, we introduced our
digital converter cable service in 10 markets. As of
December 31, 1998, approximately 78,000 subscribers
were receiving our digital service. Digital converter cable
service allows us to use digital compression to increase
the channel capacity of our cable communications
systems to more than 100 channels, as well as to improve
picture quality.

Franchises

Cable communications systems are constructed and
operated under non-exclusive franchises granted by state
or local governmental authorities and are subject to
federal, state and local legislation and regulation.
Franchises typically contain many conditions which may
include:

rate and service conditions,

construction schedules,

types of programming and provision of services
to schools and other public institutions,

« insurance and indemnity bond requirements.

Our franchises typically provide for periodic payment
of fees to franchising authorities of up to 3% of
“revenues” (as defined by each franchise agreement). We
normally pass those fees on to subscribers. In most cases,
we need the consent of the franchising authority to
transfer our franchises. The franchises are granted for
varying lengths of time.

Although franchises historically have been renewed,
renewals may include less favorable terms and conditions.
Under existing law, franchises should continue to be
renewed for companies that have provided adequate
service and have complied generally with franchise terms.
The franchising authority may choose to award additional
franchises to competing companies at any time. We have
approximately 825 franchises in the United States.

Revenue Sources

We receive the majority of our revenues from
subscription services. Subscribers typically pay on a
monthly basis and generally may discontinue services at
any time. Monthly subscription rates and related charges
vary according to the type of service selected and the type
of equipment used by subscribers. Packages of channels
offered to subscribers may consist of television signals
of:

national television networks,

local and distant independent, specialty and
educational television stations,

satellite-delivered programming,
locally originated programs,
audio programming,

electronic retailing programs.

We also offer, for an additional monthly fee, one or
more premium services, such as:

Home Box Office®,
o Cinemax®,
Showtime®,

The Movie Channel™,

Encore®.



These premium services generally offer, without
commercial interruption, feature motion pictures, live and
taped sporting events, concerts and other special features.
The charge for premium services depends upon the type
and level of service selected by the subscriber.

We also generate revenues from advertising sales,
pay-per-view services, installation services, commissions
fromelectronic retailing and other services. Pay-per-view
services permit a subscriber to order, for a separate fee,
individual feature motion pictures and special event
programs, such as professional boxing, professional
wrestling and concerts. We also generate revenues from
the sale of advertising time to local, regional and national
advertisers on non-broadcast channels.

In December 1996, we began marketing @Home
Corporation’s high-speed cable modem services in areas
served by certain of our cable communications systems.
Residential subscribers can connect their personal
cemputers via cable modems to a high-speed national
network developed and managed by @ Home. Subscribers
can then access online information, including the Internet,
at faster speeds than that of conventional or Integrated
Service Digital Network modems. Through @Home, we
provide businesses with Internet connectivity solutions
and networked business applications. @Home and
Comcast aggregate content, sell advertising to businesses
and provide services to residential subscribers. As of
December 31, 1998, the Comcast @Home service was
available to over 1.8 million homes in nine markets and
served more than 51,000 customers.

Our sales efforts are primarily directed toward
increasing penetration and generating incremental
revenues in our franchise areas. We sell our cable
communications services through:

telemarketing,

direct mail advertising,

door-to-door selling,

local media advertising.‘
Programming

We generally pay either a monthly fee per subscriber
per channel or a percentage of certain revenues for
programming. Our programming costs are increased by:

increases in the number of subscribers,

expansion of the number of channels provided
to customers,

increases in contract rates from programming
suppliers.

We attempt to secure long-term programming
contracts with volume discounts and/or marketing support
and incentives from programming suppliers. Our
programming contracts are generally for a fixed period of
time and are subject to negotiated renewal. We anticipate
that future contract renewals will result in programming
costs that are higher than our costs today, particularly for
Sports programming.

Customer Service

We are currently consolidating our local customer
service operations into large regional call centers. These
regional call centers have technologically advanced
telephone systems that provide 24-hour per day, 7-day per
week call answering capability, telemarketing and other
services. Because of these technological advances, we can
better serve our subscriber base and cross-market new
products and services. We have 10 call centers in
operation as of December 31, 1998 which serve
approximately 2.4 million subscribers. Subscribers in our
remaining cable systems receive customer service
primarily through our local, system-based representatives.



Comcast’s Cable Systems

The table below summarizes Homes Passed, Cable Subscribers and Cable Penetration information for our cable
communications systems as of December 31 (homes and subscribers in thousands):

1998 1997 1996(5) 1995 1994
Homes Passed (1)(4) .. ovvvvrrnreaennnnnnnnn 7,382 7138 6,975 5,570 5,491
Cable Subscribers (2)4) - .. evveeeeieiinn, 4,511 4,366 4,280 3,407 3,307
Cable Penetration (3)(4) . .« ..o eveeeieeannen.. 61.1% 61.2% 61.4%  61.2% 60.2%

(1) A home is “passed” if we can connect it to our distribution system without further extending the transmission lines.
(2) A dwelling with one or more television sets connected to a system counts as one Cable Subscriber.
(3) Cable Penetration means the number of Cable Subscribers as a percentage of Homes Passed.

(4) The information consists of cable systems whose financial results we consolidate. The information does not include
341,000 Homes Passed and 237,000 Cable Subscribers in non-consolidated cable communications systems in
which we have ownership and management interests. The information also does not include pending acquisitions
(see “General Developments of Our Business™).

(5) In November 1996, we acquired the cable operations of The E.-W. Scripps Company.

System Clusters effective manner. The following table summarizes Homes
Passed, Cable Subscribers and Cable Penetration for our
eight largest regional cable clusters as of December 31,
1998 (homes and subscribers in thousands):

We manage most of our cable systems in geographic
clusters. Clustering permits us to deliver customer service
and support in a more uniform, efficient and cost

Homes Cable Cable

Geographic Cluster Passed Subscribers Penetration
Mid-Atlantic . .. oo e e 2,147.9 1,409.4 65.6%
Michigan ...........c.coiviiiiiiiiiii 978.5 480.7 49.1%
TENNESSEE . . v oot e ettt 499.2 326.3 65.4%
Southern California ........ e e 517.2 271.4 52.5%
WestFlorida . ..........ciiiiiiiiiiiinn.. 413.4 269.9 65.3%
RF:Ta3 211 07=) 11 0o J A U 464.1 2479 53.4%
SoutheastFlorida ............... ... c.ociutn 452.1 236.4 52.3%
Indianapolis ..............cco i il 243.5 147.4 60.5%

57159 3,3894 59.3%
Other SYStEmMS .. ...ttt 1,666.0 1,121.3 07.3%

Total ... . 7,381.9 4,510.7 61.1%




Competition

Our cable communications systems compete with a
number of different sources which provide news,
information and entertainment programming to
consumers, including:

¢ local tetevision broadcast stations that provide
off-air programming which can be received
using a roof-top antenna and television set,

e program distributors that transmit satellite
signals containing video programming, data and
other information to receiving dishes of varying
sizes located on the subscriber's premises,

¢ satellite master antenna television systems,
commonly known as SMATYV, which generally
serve condominiums, apartment and office
complexes and residential developments,

¢ multichannel, multipoint distribution service
operators, commonly known as MMDS or
wireless cable operators, which use low-power
microwave frequencies to transmit video
programming and other information over-the-air
to subscribers,

o  other cable operators who build and operate
cable systems in the same communities that we
serve, commonly known as overbuilders,

* interactive online computer services,

s newspapers, magazines and book stores,
¢ movie theaters,

+ live concerts and sporting events,

¢« home video products, including videotape
cassette recorders.

Our cable communications systems will be
competitive if we provide, at a reasonable price to
subscribers, superior technical performance, superior
customer service and a greater variety of video
programming and other communications services than are
available from our competitors.

Modifications to federal law in 1996 changed the
regulatory environment in which our cable
communications systems operate. Federal law now allows
local telephone companies to provide directly to
subscribers a wide variety of services that are competitive
with our cable communications services. Some local
telephone companies:

s provide video services within and outside their
telephone service areas through a variety of
methods, including broadband cable networks,
satellite program distribution and wireless
transmission facilities,

e have announced plans to construct and operate
cable communications systems in various states.

A local telephone company, Ameritech, has obtained
approximately 14 cable franchises in communities 1n
Michigan that we aiso serve. It competes directly with us
in these areas by providing video and other broadband
communications services to subscribers. New facilities-
based competitors such as RCN Corporation and Knology
Holdings, Inc. are now offering cable and related
communications services in several areas where we hold
franchises.

Local telephone companies and other businesses
construct and operate communications facilities that
provide access to the Internet and distribute interactive
computer-based services, data and other non-video
services to homes and businesses. These competitors are
not required, in certain circumstances, to comply with
some of the material obligations imposed upon our cable
systems under our franchises. We cannot predict the
likelihood of success of competing video or broadband
service ventures by local telephone companies or other
businesses. Nor can we predict the impact of these
competitive ventures on our cable communications
systems and other businesses.

We operate each of our cable communications
systems pursuant to a non-exclusive franchise that is
issued by the community's governing body such as a city
council, a county board of supervisors or a state
regulatory agency. Federal law prohibits franchising
authorities from unreasonably denying requests for
additional franchises, and it permits franchising
authorities to operate cable systems. Companies that
traditionally have not provided cable services and that
have substantial financial resources (such as public
utilities that own certain of the poles to which our cables
are attached) may also obtain cable franchises and may
provide competing communications services.

In the past few years, Congress has enacted
legislation and the FCC has adopted regulatory policies
intended to provide a more favorable operating
environment for existing and new technologies that
provide, or have the potential to provide, substantial
competition to cable communications systems. These
technologies include direct broadcast satellite service,
commonly known as DBS, among others. According to
recent government and industry reports, conventional,
medium and high-power satellites currently provide video
programming to over 10.6 million individual households,
condominiums, apartment and office complexes in the
United States. DBS providers with medium and high-
power satellites typically offer to their subscribers more
than 150 channels of programming, including program
services similar to those provided by cable systems.

.



DBS systems use video compression technology to
increase channel capacity and digital technology to
improve the quality of the signals transmitted to their
subscribers. DBS service currently has certain
competitive advantages and disadvantages compared to
cable service. Advantages of DBS service include more
programming, greater channel capacity and the digital
quality of signals delivered to subscribers. The
disadvantages of DBS service include high up-front
customer equipment and installation costs and a lack of
local programming and local service.

Two major companies are currently offering
nationwide high-power DBS services. Both companies
have recently announced separate transactions that, if
completed, may significantly enhance the number of
channels on which they can provide programming to
subscribers and may improve significantly their
competitive positions against cable operators. We are
unable to predict the effect these transactions may have
on our business and operations.

Our cable systems also compete for subscribers with
SMATV systems. SMATV systems typically are not
subject to regulation like local franchised cable operators.
SMATYV systems offer subscribers both improved
reception of local television stations and many of the
same satellite-delivered programming services offered by
franchised cable systems. In addition, some SMATV
operators are developing and/or offering packages of
telephony, data and video services to private residential
and commercial developments. SMATV system oper-
ators often enter into exclusive service agreements with
building owners or homeowners' associations, although
some states have enacted laws to provide franchised cable
systems access to these complexes. Courts have reviewed
challenges to these laws and have reached varying resuits.
Our ability to compete for subscribers in residential and
commercial developments served by SMATV system
operators is uncertain. However, we are developing
competitive packages of services (video, data and
telephony) to offer to these residential and commercial
developments.

Cable systems also compete with MMDS or wireless
cable systems, which are authorized to operate 1n areas
served by our cable systems. Federal law significantly
limits certain local restrictions on the use of roof-top,
satellite and microwave antennae to receive satellite
programming and over-the-air broadcasting services.

Many of our cable systems are currently offering, or
plan to offer, interactive online computer services to
subscribers. These cable systems will compete with a
number of other companies, many of whom have
substantial resources, such as:

existing Internet service providers, commonly
known as ISPs,

local telephone companies,

long distance telephone companes.

Recently, a number of companies, including
telephone companies and ISP’s, have requested local
authorities and the FCC to require cable operators to
provide access to cable’s broadband infrastructure so that
these companies may deliver Internet services directly to
customers over cable facilities. In a recent report to
Congress, the FCC declined to institute an administrative
proceeding to examine this issue at this time. At the
present time, several local junisdictions are attempting to
impose access obligations on a cable operator as a
condition for obtaining mumcipal consent for franchise
transfers; however, such conditions are currently being
challenged in court. It is expected that the FCC,
Congress, and state and local regulatory authorities will
continue to consider actions in this area.

The deployment of Asymmetric Digital Subscriber
Line technology, known as ADSL, will allow Internet
access to subscribers at data transmission speeds equal to
or greater than that of modems over conventional
telephone lines. Several telephone companies are
introducing ADSL service and have requested the FCC to
allow them to provide high-speed broadband services,
including interactive online services, without regard to
present service boundaries and other regulatory
restrictions. We are unable to predict the likelihood of
success of the online services offered by our competitors
or the impact on our business and operations of these
competitive ventures.

We expect advances in communications technology,
as well as changes in the marketplace and the regulatory
and legislative environment to occur in the future. We
refer you to page 10 of this Annual Report for a detailed
discussion of legislative and regulatory factors. Other
new technologies and services may develop and may
compete with services that our cable communications
systems offer. Consequently, we are unable to predict the
effect that ongoing or future developments might have on
our business and operations.

Electronic Retailing

QVCis adomestic and international electronic media
general merchandise retailer which produces and
distributes merchandise-focused television programs, via
satellite, to affiliated video program providers for
retransmission to subscribers. At QVC, program hosts
describe and demonstrate the products and viewers place
orders directly with QVC. We own 57% of QVC.



Revenue Sources

QVC sells a variety of consumer products and
accessories including jewelry, housewares, electronics,
apparel and accessories, collectibles, toys and cosmetics.
It purchases, or obtains on consignment, products from
domestic and foreign manufacturers and wholesalers,
often on favorable terms based on the volume of the
transactions. QVC intends to continue introducing new
products and product lines. QVC does not depend upon
any one particular supplier for any significant portion of
its inventory.

Viewers place orders to purchase QVC merchandise
by calling a toll-free telephone number. QVC uses
automatic call distributing equipment to distribute calls to
its operators. The majority of all payments for purchases
are made with a major credit card or QVC’s private label
credit card. QVC’s private label credit card program is
serviced by an unrelated third party. QVC ships
merchandise promptly from its distribution centers,
typically withtn 24 hours after receipt of an order. QVC’s
return policy permits customers to return, within 30 days,
any merchandise purchased for a full refund of the
purchase price and original shipping charges.

Distribution Channels

In the United States, QVC is transmitted live 24
hours a day, 7 days a week, to approximately 58 million
cable television homes. Approximately 1.5 million
additional cable television homes receive QVC on a less
than full time basis. Approximately 9.8 million home
satellite dish users receive QVC programming. The QVC
program schedule consists of one-hour and multi-hour
program segments. Each program theme is devoted to a
particular category of product or lifestyle. From time to
time, special program segments are devoted to
merchandise associated with a particular celebrity, event,
geographical region or seasonal interest.

QVC sells products over electronic media in
Germany, the United Kingdom and Ireland. In the UK
and Ireland, this service currently reaches over 7.3 million
cable television and home satellite dish-served homes. In
Germany, this service currently is available to over 14
million cable television and home satellite dish-served
homes. However, we estimate that only 4.6 million homes
in Germany have programmed their television sets to
receive this service.

QVC also offers an interactive shopping service,
iQVC, on the Internet. The iQVC service offers a diverse
array of merchandise, on-line, 24 hours a day, 7 days a
week. iQVC also maintains a mailing list which e-mails
product news to subscribers.

QVC Transmission

An exclusive, protected, non-preemptible
transponder on a communications satellite transmits the
QVC domestic signal. QVC subleases transponders for
the transmission of 1ts signals to the UK and Germany.
Each communications sateilite has a number of separate
transponders. If our transponder fails, QVC’s signal will
be transferred to a spare transponder. If no transponder is
available, the signal will be transferred to a preemptible
transponder located on the same satellite or, if available,
to a transponder on another satellite owned by the same
lessor. The transponder cannot be preempted in favor of
a user of a “protected” transponder that has failed. QVC
has never had an interruption in programming due to
transponder failure. Because it has the exclusive use of a
protected, nen-preemptible transponder, interruption is
unlikely to occur. However, we cannot offer assurances
that there will not be an interruption or termination of
satellite transmission due to transponder failure.
Interruption or termination could have a material adverse
effect on QVC.

Program Providers

We have entered into affiliation agreements with
video program providers in the US to carry QVC
programming. Generally, there are no additional charges
to subscribers for the distribution of QVC. In return for
carrying QVC, each programming provider receives an
allocated portion, based upon market share, of up to five
percent of the net sales of merchandise sold to customers
located in the programming provider’s service area. The
terms of most affiliation agreements are automatically
renewable for one-year terms unless terminated by either
party on at least 90 days notice prior to the end of the
term. Affiliation agreements covering most of QVC’s
cable television homes can be terminated in the sixth year
of their respective terms by the programming provider
unless the programming provider earns a specified
minimum level of sales commissions. QVC’s sales are
currently at levels that meet minimum requirements. The
affiliation agreements provide for the programming
provider to broadcast commercials regarding QVC on
other channels and to distribute QVC’s advertising
material to subscribers. As of December 31, 1998,
approximately 27% of the total homes reached by QVC
were attributable to QVC’s affiliation agreements with us
and Tele-Communications, Inc., the indirect owner of a
43% interest in QVC, and their respective subsidiaries.

If QVC cansuccessfully negotiate with programming
providers, then renewal of these affiliation agreements
will be on favorable terms. QVC competes for cable
channels against similar electronic retailing programming,
as well as against alternative programming supplied by
other sources, including news, public affairs,




entertainment and sports programmers. QVC’s business
depends on its affiliation with programming providers for
the transmission of QVC programming. If a significant
number of homes are no longer served because of
termination or non-renewal of affiliation agreements, our
financial results could be adversely affected. QVC has
incentive programs to induce programming providers to
enter into or extend affiliation agreements or to increase
the number of homes under existing affiliation
agreements. These incentives include various forms of
marketing, launch and equipment purchase support. QVC
will continue to recruit additional programming providers
and seek to enlarge its audience. Despite these efforts, it
1s difficult to both renew or reach affiliation agreements
with programming providers.

Competition

QVC operates in a highly competitive environment.
As a general merchandise retailer, QVC competes for

consumer expenditures and interest with the entire retail
industry, including department, discount, warehouse and
specialty stores, mail order and other direct sellers,
shopping center and mall tenants and conventional retail
stores. Many of QVC’s competitors are connected in
chain or franchise systems. On television, QVC competes
with other satellite-transmitted programs for channel
space and viewer loyalty. We believe that, until digital
compression is utilized on a large-scale basis, most
programming providers will not devote more than two
channels to televised shopping and may allocate only one.
Large-scale use of digital compression is several years in
the future. Many systems have limited channel capacity
and may be precluded from adding any new programs at
the present time. The development and use of digital
compression is expected to provide programmng
providers with greater channel capacity. Greater channel
capacity would increase the opportunity for QVC, in
addition to other home shopping programs, to be
distributed on additional channels.

Other Programming Investments

We have made investments in cable television networks and other programming related enterprises as a means of
generating additional revenues and subscriber interest. Our programming investments as of December 31, 1998 include:

Ownership
Investment Description Percentage
CN8-The Comcast Network Regional and local programming 100.0%
Comcast SportsNet Regional sports programming and events 46.4%
E! Entertainment Entertainment-related news and original programming 39.7%
The Golf Channel Golf-related programmung 43.3%
Outdoor Life Outdoor activities 16.8%
Speedvision Automotive, marine and aviation 14.8%
Sunshine Network Regional sports, public affairs and general entertainment 13.0%
Viewer’s Choice Pay-per-view programming 11.1%

CNS8-The Comcast Network

We created CN8-The Comcast Network, our regional
programming service, in late 1996. We deliver CN8 to
more than 2.0 million cable subscribers in Pennsylvania,
New Jersey and Maryland. CN8 provides original
programming, including local and regional news and
public affairs, regional sports, health and cooking and
family-oriented programming.

Comcast SportsNet

In July 1996, we acquired a 66% interest in Comcast
Spectacor, L.P., a partnership that owns the Philadelphia
Flyers NHL hockey team, the Philadelphia 76ers NBA
basketball team, and their arenas. In October 1997,
Comcast-Spectacor and the owner of the Philadelphia
Phillies major league baseball team launched Comcast

SportsNet, a 24-hour regional sports programming
network which provides sports related programming,
including Flyers, 76ers and Phillies games to
approximately 2.6 million viewers in the Philadelphia
region. Comcast SportsNet has entered into affiliation
agreements with many of the video program providers in
the Philadelphia television market. Comcast SportsNet is
delivered to affiliates terrestrially.

E! Entertainment

E! Entertainment is our entertainment-related news
and information service with distribution to
approximately 53 million customers as of December 31,
1998. E! Entertainment seeks to attract viewers based on
international interest in Hollywood and entertainment
industry news, information and features. We obtained a
controlling interest in E! Entertainment in March 1997.



The Golf Channel

The Golf Channel is a 24-hour network devoted
exclusively to golf programming. The programming
schedule includes live golf coverage, golf instruction
programs and golf news.

Outdoor Life and Speedvision

Outdoor Life presents programming consisting
primarily of outdoor life themes. Speedvision presents a
variety of programming of interest to automobile, boat
and airplane enthusiasts including news, historical and
other information and event coverage.

The Sunshine Network

The Sunshine Network is a regional sports and public
affairs network, providing programming emphasizing

Florida’s local sports teams and events in Flonda.
Programming rights on the network include eight
professional teams, including the Orlando Magic and
Miami Heat NBA basketball teams and the Tampa Bay
Lightning NHIL. hockey team.

Viewer’s Choice

Viewer’s Choice is the brand-name of a cable
operator-controlled buying cooperative for pay-per-view
programming.

Internet Related Investments

We have made investments in various Internet-based
programming-related enterprises to participate in the
growing interest among consumers in this new media
distribution system.

LEGISLATION AND REGULATION

Cable Communications

The Communications Act of 1934 establishes a
national policy to regulate the development and operation
of cable communications systems. The Communications
Act allocates responsibility for enforcing federal policies
among the FCC, and state and local governmental
authorities. The courts, especially the federal courts, play
an important oversight role as these statutory and
regulatory provisions are interpreted and enforced by the
various federal, state and local governmental units.

We expect that court actions and regulatory
proceedings will refine the rights and obligations of
various parties, including the government, under the
Communications Act. The resuits of these judicial and
administrative proceedings may materially affect our
business operations. In the following paragraphs, we
summarize the principal federal laws and regulations
materially affecting the growth and operation of the cable
communications industry. We also provide a brief
description of certain state and local laws applicable to
our businesses.

The Communications Act and FCC Regulations

The Communications Act and the regulations and
policies of the FCC affect significant aspects of our cabie
system operations, including:

« subscriber rates,

e« the content of programming we offer our
subscribers, as well as the way we sell our

program packages to subscribers and other video
program providers,

¢ the use of our cable systems by local franchising
authorities, the public and other unrelated third
parties,

¢ our franchise agreements with governmental
authorities,

¢ cable system ownership limitations and
prohibitions,

«  our use of utility poles and conduit.
Subscriber Rates

The Communications Act and the FCC’s regulations
and policies limit the ability of cable systems to raise
rates for basic services and equipment, as well as for
certain non-basic cable programming services, in
communities that are not subject to effective competition,
as defined by federal law. Where there is no effective
competition, federal law gives franchising authorities the
power to regulate the monthly rates charged by the
operator for:

e the lowest level of programming service,
typically called basic service, which generally
includes local broadcast channels and public
access or governmental channels required by the
operator's franchise,

« theinstallation, sale and lease of equipment used
by subscribers to receive basic service, such as
converter boxes and remote control units.

-10 -



Several years ago the FCC adopted detailed rate
regulations, guidelines and rate forms that we and the
franchising authonity must use in connection with the
regulation of our basic service and equipment rates. If the
franchising authority concludes that our rates are not in
accordance with the FCC's rate regulations, it may require
us to reduce our rates and to refund overcharges to
subscribers, with interest. We may appeal adverse rate
decisions to the FCC. The Communications Act and FCC
regulations also permit franchising authorities to file
complaints with the FCC concerning rates we charge for
certain non-basic cable programming service tiers.

The Communications Act and the FCC’s regulations
also:

¢ prohibit regulation of rates charged by cable
operators for programmung offered on a per
channel or per program basis, and for certain
multi-channel groups of new non-basic
programming,

¢ climinate rate regulation of non-basic cable
programming service tiers after March 31, 1999,
although Congress may consider legislation to
extend the period during which non-basic rates
remain subject to regulation,

e require operators to charge uniform rates
throughout each franchise area that is not
subject to effective competition,

* prohibit regulation of non-predatory bulk

discount rates offered by operators to
subscribers in commercial and residential
developments,

*  permitregulated equipment rates to be computed
by aggregating costs of broad categories of
equipment at the franchise, system, regional or
company level,

Over the past few years, we have reached agreements
with various regulatory bodies to resolve outstanding rate
disputes. In addition to the “social contract” we reached
with the FCC, we settled pending local rate proceedings
in 1998 involving our basic service rates in certain of our
systems. We believe that the resolution of these
proceedings did not have a material adverse impact on our
financial position, results of operations or liquidity.

Content Requirements
The Communications Act and the FCC’s regulations

contain broadcast signal carriage requirements that allow
local commercial television broadcast stations:

* toelect once every three years to require a cable
communications system to carry the station,
subject to certain exceptions, or

* to negotiate with us on the terms by which we
carry the station on our cable communications
system, commonly called retransmission
consent.

The Communications Act requires a cable operator
to devote up to one-third of its activated channel capacity
for the mandatory carriage of local commercial television
stations. The Communications Act also gives local
non-commercial television stations mandatory carriage
nights; however, such stations are not given the option to
negotiate retransmission consent for the carriage of their
signals by cable systems. Additionally, cable systems
must obtain retransmission consent for:

« all “distant” commercial television stations
(except for commercial satellite-delivered
independent “superstations” such as WGN),

« commercial radio stations,

e  certain low-power television stations.

The FCC has also initiated an administrative
proceeding to consider the requirements, if any, for the
mandatory carriage of digital television signals offered by
local broadcasters. We are unable to predict the outcome
of this proceeding or the impact of any new carriage
requirements on the operation of our cable systems.

The Communications Act requires our cable systems
to permit subscribers to purchase video programming on
a per channel or a per program basis without the necessity
of subscribing to any tier of service, other than the basic
cable service tier. However, we are not required to
comply with this requirement until 2002 for any of our
cable systems that do not have addressable converter
boxes or have other substantial technological limitations.
A limited number of our systems do not have the
technological capability to offer programming in the
manner required by the statute and thus currently are
exempt from complying with this requirement.

To increase competition between cable operators and
other video program distributors, the Communications
Act:

e precludes any satellite video programmer
affiliated with a cable company, or with a
common carrier providing video programming
directly to its subscribers, from favoring an
affiliated company over competitors,
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¢ requires such programmers to sell their satellite-
delivered programming to other video program
distributors,

*  limits the ability of such programmers to offer
exclusive programming arrangements to their
affiliates.

In two recent administrative determinations, the
FCC’s Cable Services Bureau concluded that the program
access rules did not apply to terrestrially-delivered
programming, such as Comcast SportsNet. These matters
are expected to be reviewed by the FCC.

The FCC and Congress are presently considering
proposals that may enhance the ability of DBS providers
and other video program distributors to gain access to
additional programming and to transmit local broadcast
signals to local markets. These proposals, if adopted, will
likely increase competition to our cable systems.

The Communications Act contains restrictions on the
transmission by cable operators of obscene or indecent
programming. It requires cable operators to block fully
both the video and audio portion of sexually explicit or
indecent programming on channels that are primarily
dedicated to sexually oriented programming or
alternatively to carry such programming only at “safe
harbor” time periods. A three-judge federal district
recently determined that this provision was
unconstitutional; however, the federal government
announced that it will appeal the lower court's ruling.

The FCC actively regulates other aspects of our
programming, involving such areas as:

s ouruseof syndicated and network programs and
local sports broadcast programming,

¢ advertising in children's programming,

s political advertising,

¢ origination cablecasting,

» sponsorship identification,

» closed captioning of video programming.

Use of Our Cable Systems by The Government and
Unrelated Third Parties

The Communications Act allows franchising
authorities and unrelated third parties to have access to
our cable systems' channel capacity. For example, it:

s permits franchising authorities to require cable
operators to set aside channels for public,
educational and governmental access
programming;

e requires a cable system with 36 or more
activated channels to designate a significant
portion of its channel capacity for commercial
leased access by third parties to provide
programming that may compete with services
offered by the cable operator.

The FCC regulates various aspects of third party
commercial use of channel capacity on our cable systems,
including the rates and certain terms and conditions of the
commercial use. The FCC is also considering proposals
by various Internet service providers to gain access to our
cable systems on a common carrier basis. We cannot
predict if such proposais will be adopted or whether, if
adopted, they will have a material impact upon our
business operations.

Franchise Matters

Although franchising matters are normally regulated
at the local level through a franchise agreement and/or a
local ordinance, the Communications Act provides
oversight and guidelines to govern our relationship with
local franchising authorities. For example, the
Communications Act:

o affirms the right of franchising authorities (state
or local, depending on the practice in individual
states) to award one or more franchises within
their jurisdictions,

e generally prohibits us from operating in
communities without a franchise,

*  encourages competition with our existing cable
systems by:

o allowing municipalities to operate cable
systems without franchises,

o preventing franchising authorities from
granting exclusive franchises or from
unreasonably refusing to award additional
franchises covering an existing cable
system's service area.

e permits local authorities, when granting or
renewing our franchises, to establish
requirements for cable-related facilities and
equipment, but prohibits franchising authorities
from establishing requirements for specific
video programming or information services
other than in broad categories,

* permits us to obtain modification of our
franchise requirements from the franchise
authority or by judicial action if warranted by
changed circumstances,
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e generally prohibits franchising authorities from:

© imposing requirements during the initial
cable franchising process or during
franchise renewal that require, prohibit or
restrict us from providing telecom-
munications services,

o imposing franchise fees on revenues we
derive from providing telecommunications
services over our cable systems, or

o restricting our use of any type of subscriber
equipment or transmission technology.

e limuts our payment of franchise fees to the local
franchising authority to 5% of our gross
revenues dertved from providing cable services
over our cable system.

The Communications Act contains procedures
designed to protect us against arbitrary denials of the
renewal of our franchises, although a franchising
authority under vartous conditions could deny us a
franchise renewal. Moreover, even if our franchise is
renewed, the franchising authority may seek to impose
upon us new and more onerous requirements such as
significant upgrades in facilities and services or increased
franchise fees as a condition of renewal. Similarly, if a
franchising authority's consent 1s required for the
purchase or sale of our cable system or franchise, the
franchising authority may attempt to impose more
burdensome or onerous franchise requirements on us in
connection with a request for such consent. Historically,
cable operators providing satisfactory services to their
subscribers and complying with the terms of their
franchises have typically obtained franchise renewals, We
believe that we have generally met the terms of our
franchises and have provided guality levels of service.
We anticipate that our future franchise renewal prospects
generally will be favorable.

Various courts have considered whether franchising
authorities have the legal right to limit the number of
franchises awarded within a community and to impose
certain substantive franchise requirements (e.g. access
channels, universal service and other technical
requirements). These decisions have been inconsistent
and, until the United States Supreme Court rules
definitively on the scope of cable operators' First
Amendment protections, the legality of the franchising
process generally and of various specific franchise
requirements is likely to be in a state of flux.

Ownership Limitations
The Communications Act generally prohibits us from

owning or operating a SMATYV or wireless cable system
in any area where we provide franchised cable service.

We may, however, acquire and operate SMATYV systems
in our franchised service areas if the programming and
other services provided to SMATV subscribers are
offered according to the terms and conditions of our
franchise agreement.

The Communications Act also authorizes the FCC to
impose nationwide limits on the number of subscribers
under the control of a cable operator. While a federal
district court has declared this limitation to be
unconstitutional and delayed its enforcement, the FCC
recently reconsidered its cable ownership regulations and:

e reaffirmed its 30% nationwide subscriber
ownership limit, but maintained its voluntary
stay on enforcement of that regulation pending
further action,

« reaffirmed its subscriber ownership information
reporting requirements,

e opened an administrative proceeding to
reevaluate its cable television attribution rules.

Also pending on appeal is a challenge to the statutory and
FCC regulatory limitations on the number of channels
that can be occupied on a cable system by a video
programmer in which a cable operator has an attributable
ownership interest. We are unable to predict the outcome
of these judicial and regulatory proceedings or the impact
of any ownership restrictions on our business and
operations.

The Communications Act eliminated the statutory
prohibition on the common ownership, operation or
control of a cable system and a television broadcast
station in the same market. While the FCC has eliminated
its regulations which precluded the cross-ownership of a
national broadcasting network and a cable system, it has
not yet completed its review of other regulations which
prohibit the common ownership of other broadcasting
interests and cable systems in the same geographical
areas.

Amendments to the Communications Act made
far-reaching changes in the relationship between local
telephone companies and cable service providers. These
amendments:

« eliminated federal legal barriers to competition
in the local telephone and cable communications
businesses, including allowing local telephone
companies to offer video services in their local
telephone service areas;

¢  preempted legal barriers to telecommunications
competition that previously existed in state and
local laws and regulations;
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« set basic standards for relationships between
telecommunications providers; and

e generally limited acquisitions and prohibited
certain joint ventures between local telephone
companies and cable operators in the same
market.

Local telephone companies may provide service as
traditional cable operators with local franchises or they
may opt to provide their programming over unfranchised
“open video systems,” subject to certain conditions,
including, but not limited to, setting aside a portion of
their channel capacity for use by unaffiliated program
distributors on a non-discriminatory basis. A federal
appellate court recently overturned various parts of the
FCC's open video rules, including the FCC's preemption
of local franchising requirements for open video
operators. We expect the FCC to modify its open video
rules to comply with the federal court's decision, but we
are unable to predict the impact any rule modifications
may have on our business and operations.

Pole Attachment Regulation

The Communications Act requires the FCC to
regulate the rates, terms and conditions imposed by public
utilities for cable systems' use of utility pole and conduit
space unless state authorities demonstrate to the FCC that
they adequately regulate pole attachment rates, as is the
case in certain states in which we operate. In the absence
of state regulation, the FCC administers pole attachment
rates on a formula basis. The FCC's current rate formula,
which is being reevaluated by the FCC, governs the
maximumrate certain utilities may charge for attachments
to their poles and conduit by cable operators providing
only cable services and, until 2001, by certain companies
providing telecommunications services. The FCC also
adopted a second rate formula that will be effective in
2001 and will govern the maximum rate certain utilities
may charge for attachments to their poles and conduit by
companies providing telecommunications services,
including cable operators.

Any resulting increase in attachment rates due to the
FCC's new rate formula will be phased in over a five-year
period in equal annual increments, beginning in February
2001. Several parties have requested the FCC to
reconsider its new regulations and several parties have
challenged the new rules in court. A federal district court
recently upheld the constitutionality of the new statutory
provision which requires that utilities provide cable
systems and telecommunications carriers with
nondiscriminatory access to any pole, conduit or
right-of-way controlled by the utility; the utilities
involved in that litigation have appealed the lower court's
decision. We are unable to predict the outcome of this

litigation or the ultimate 1mpact of any revised FCC rate
formula or of any new pole attachment rate regulations on
our business and operations,

Other Regulatory Requirements of the
Communications Act and the FCC

The Communications Act also includes provisions,
among others, regulating:

*  customer service,

*  subscriber privacy,

*  marketing practices,

* equal employment opportunity,

 technical standards and equipment compatibility.

The FCC actively regulates other parts of our cable
operations, involving such areas as:

*  hiring and promotion of employees and use of
outside vendors,

*  consumer protection and customer service,

» technical standards and testing of cable
facilities,

* consumer electronics equipment compatibility,
* registration of cable systems,

* maintenance of various records and public
inspection files,

* microwave frequency usage,

* antenna structure notification, marking and
lighting.

The FCC may enforce its regulations through the
imposition of substantial fines, the issuance of cease and
desist orders and/or the imposition of other administrative
sanctions, such as the revocation of FCC licenses needed
to operate certain transmission facilities often used in
connection with cable operations. The FCC has ongoing
rulemaking proceedings that may change its existing rules
or lead to new regulations. We are unable to predict the
impact that any further FCC rule changes may have on
our business and operations.

Other bills and administrative proposals pertaining to
cable communications have previously been introduced in
Congress or have been considered by other governmental
bodies over the past several years. It is probable that
further attempts will be made by Congress and other
governmental bodies relating to the regulation of cable
communications services.
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Copyright

Our cable communications systems provide our
subscribers with local and distant television and radio
broadcast signals which are protected by the copyright
laws. We generally do not obtain a license to use this
programming directly from the owners of the
programming, but comply with an alternative federal
copyright licensing process. In exchange for filing certain
reports and contributing a percentage of our revenues to
a federal copyright royalty pool, we obtain blanket
permission to retransmit copyrighted material.

In a report to Congress, the U.S. Copynight Office
recommended that Congress make major revisions to both
the cable television and satellite compulsory licenses. The
possible simplification, modification or elimination of the
compulsory copyright license is the subject of continuing
legislative review. The elimination or substantial
modification of the cable compulsory license could
adversely affect our ability to obtain suitable
programming and could substantially increase the cost of
programming that remains available for distribution to our
subscribers. We cannot predict the outcome of this
legislative activity.

Our cable communications systems often utilize
music in the programs we provide to subscribers
including local advertising, local origination
programming and pay-per-view events. The rights to use
this music are controiled by music performance rights
societies who negotiate on behalf of their copyright
owners for license fees covering each performance. The
cable industry and one of these societies have agreed
upon a standard licensing agreement covering the
performance of music contained in programs originated
by cable operators and in pay-per-view events.
Negotiations on a similar licensing agreement are in
process with another music performance rights
organization. Rate courts established by a federal court
exist to determine appropriate copyright coverage and
payments in the event the parties fail to reach a negotiated
settlement. We cannot predict the outcome of these
proceedings or the amount of any license fees we may be
required to pay for the use of music. We do not believe
that the amount of such fees will be significant to our
financial position, results of operations or liquidity.

State and Local Regulation

Our cable systems use local streets and rights-of-way.
Consequently, we must comply with state and local
regulation which is typically imposed through the
franchising process. The terms and conditions of our
franchises vary materially from jurisdiction to
jurisdiction. Each franchise generally contains provisions
governing:

e cable service rates,
« franchise fees,
+ franchise term,

e system construction and maintenance

obligations,
e system channel capacity,
¢ design and techrical performance,
«  customer service standards,
« franchise renewal,
¢ sale or transfer of the franchise,
« territory of the franchisee,
« indemnification of the franchising authority,
» use and occupancy of public streets,

e types of cable services provided.

A number of states subject cable systems to the
jurisdiction of state governmental agencies. Those states
in which we operate that have enacted such state level
regulation are Connecticut, New Jersey and Delaware.
State and local franchising jurisdiction is not unlimited,
however; it must be exercised consistently with federal
law. The Communications Act immunizes franchising
authorities from monetary damage awards arising from
the regulation of cable systems or decisions made on
franchise grants, renewals, transfers and amendments.

The summary of certain federal and state regulatory
requirements in the preceding pages does not describe all
present and proposed federal, state and local regulations
and legislation affecting the cable industry. Other existing
federal regulations, copyright licensing, and, in many
jurisdictions, state and local franchise requirements, are
currently the subject of judicial proceedings, legislative
hearings and administrative proposals which could
change, in varying degrees, the manner in which cable
systems operate. Neither the outcome of these
proceedings nor their impact upon our cable operations
can be predicted at this time.

Content

The FCC does not directly regulate the content or
transmission of programming services like those offered
by QVC and E! Entertainment. The FCC does, however,
exercise regulatory authority over the satellites and uplink
facilities which transmit programming services such as
those provided by QVC and E! Entertainment. The FCC
has granted, subject to periodic reviews, permanent
licenses to QVC for its uplink facilities (and for backup
equipment of certain of these facilities) at sufficient
power levels for transmussion of the QVC service. The
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FCC has licensing authority over satellites from which
QVC and E! Entertainment obtain transponder capacity,
but does not regulate their rates, terms or conditions of
service. The FCC could, however, alter the regulatory

obligations applicable to satellite service providers. The
QVC programming services offered in the UK, Ireland
and Germany are regulated by the media authorities in
those countries.

EMPLOYEES

As of December 31, 1998, we had approximately
17,000 employees. Of these employees, approximately
8,800 were associated with cable communications,
approximately 5,700 were associated with electronic

ITEM2 PROPERTIES
Cable Communications

A central receiving apparatus, distribution cables,
converters, customer service call centers and local
business offices are the principal physical assets of a
cable communications system. We own or lease the
receiving and distribution equipment of each system and
own or lease parcels of real property for the receiving
sites, customer service call centers and local business
offices. In order to keep pace with technological
advances, we are maintaining, periodically upgrading and
rebuilding the physical components of our cable
communications systems.

ITEM3 LEGAL PROCEEDINGS

We are subject to legal proceedings and claims which
arise in the ordinary course of our business. In the
opinion of our management, the amount of ultimate

retailing and approximately 2,500 were associated with
other divisions. We believe that our relationships with our
employees are good.

Electronic Retailing

Television studios, customer service call centers,
business offices, product warehouses and distribution
centers are the principal physical assets of our electronic
retailing operations. These assets include QVC'’s studios
and offices, Studio Park, located in West Chester,
Pennsylvania. QVC owns the majority of these assets. In
order to keep pace with technological advances, QVC is
maintaining, periodically upgrading and rebuilding the
physical components of our electronic retailing
operations. QVC’s warehousing and distribution facilities
will continue to be upgraded over the next several years.

We believe that substantially all of our physical
assets are in good operating condition.

liability with respect to these actions will not materially
affect our financial position, results of operations or
liquidity.

ITEM4 SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

Not applicable.
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ITEM 4A

The current term of office of each of our officers
expires at the first meeting of our Board of Directors
following the next Annual Meeting of Shareholders,
presently scheduled to be held in June 1999, or as soon
thereafter as each of their successors is elected and

EXECUTIVE OFFICERS OF THE REGISTRANT

qualified. The following table sets forth certain
information concerning our principal executive officers,
including their ages, positions and tenure as of
December 31, 1998:

Officer
Name Age Since Position with Comcast
Ralph J. Roberts 78 1969 Chairman of the Board of Directors; Director
Julian A. Brodsky 65 1969 Vice Chairman of the Board of Directors; Director
Brian L. Roberts 39 1986 President; Director
Lawrence S. Smith 51 1988 Executive Vice President
John R. Alchin 50 1990 Senior Vice President; Treasurer
Stanley L. Wang 58 1981 Senior Vice President; General Counsel; Secretary

Ralph J. Roberts has served as a Director and as our
Chairman of the Board of Directors for more than five
years. Mr. Roberts devotes a major portion of his time to
our business and affairs. Mr. Roberts has been the
President and a Director of Sural Corporation, a
privately-held investment company, our controiling
shareholder, for more than five years. Mr. Roberts is the
father of Brian L. Roberts.

Julian A. Brodsky has served as a Director and as our
Vice Chairman of the Board of Directors for more than
five years. Mr. Brodsky devotes a major portion of his
time to our business and affairs. Mr. Brodsky presently
serves as the Treasurer and as a Director of Sural. Mr.
Brodsky is also a Director of RBB Fund, Inc.

Brian L. Roberts has served as our President and as
a Drirector for more than five years. Mr. Roberts devotes
a major portion of his time to our business and affairs.
Mr. Roberts presently serves as Vice President and as a
Director of Sural. As of December 31, 1998, our shares

owned by Sural constituted approximately 76% of the
voting power of the two classes of our voting common
stock combined. Mr. Roberts has sole voting power over
stock representing a majority of voting power of all Sural
stock and, therefore, has voting control over Comcast.
MTr. Roberts is also a Director of @Home Corporation.
Mr. Roberts is a son of Ralph J. Roberts.

Lawrence S. Smith was named our Executive Vice
President in December 1995. Prior to that time, Mr. Smuth
served as our Senior Vice President for more than five
years. Mr. Smith is our Principal Accounting Officer.

John R. Alchin has served as our Treasurer and as
Senior Vice President for more than five years.
Mr. Alchin is our Principal Financial Officer.

Stanley L. Wang has served as our Senior Vice
President, Secretary and General Counsel for more than
five years.
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PART

ITEMS MARKETFORTHE REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER

MATTERS

Our Class A Special Common Stock is included on
Nasdaq under the symbol CMCSK and our Class A
Common Stock is included on Nasdaq under the symbol
CMCSA. There is no established public trading market
for our Class B Common Stock. Our Class B Common

Stock can be converted, on a share for share basis, into
Class A Special or Class A Common Stock. The
following table sets forth, for the indicated periods, the
closing price range of the Class A Special and Class A
Common Stock as furnished by Nasdaq.

Class A
Special Class A
High Low High Low

1998
FirstQuarter ................ ... .......... $37 316 $29 s $36 s 330 18
SecondQuarter. ........................... 41 1116 33 13/16 40 12 32 8
Third Quarter .............. ... .. ... ....... 48 34 37 8 48 16 37
FourthQuarter ............................ 59 40 a6 57T 8 40 14
1997
FirstQuarter . ............ooouviin $19 3 $16 8 $18 1516 $16 38
SecondQuarter .. .......................... 22 14 14 518 22 3116 14
Third Quarter ............................. 25 34 19 34 25 s 19 13116
FourthQuarter ............................ 32 916 25 19132 32 34 25 11116

We began paying quarterly cash dividends on our
Class A Common Stock in 1977. Since 1978, we have
paid equal dividends on shares of both our Class A
Common Stock and our Class B Common Stock. Since
December 1986, when the Class A Speciat Common
Stock was issued, we have paid equal dividends on shares
of our Class A Special, Class A and Class B Common
Stock. We declared dividends of $.0933 for each of the
years ended December 31, 1998 and 1997 on shares of
our Class A Special, Class A and Class B Common
Stock. The declaration and payment of future dividends
and their amount depend upon our results of operations,
our financial condition and capital needs, and upon
contractual restrictions on us and our subsidiaries and
other factors.

If you hold shares of our Class A Special Common

Stock, you cannot vote in the election of directors or
otherwise, except where class voting is required by law.
In that case, if you hold Class A Special Common Stock,
you have one vote per share. Generally, if you hold Class
A Common Stock, you have one vote per share. If you
hold Class B Common Stock, you have 15 votes per
share. Generally, including the election of directors,
holders of Class A Common Stock and the Class B
Common Stock vote as one class except where class
voting is required by law. If you hold Class A Common
Stock or Class B Common Stock, you have cumulative
voting rights.

As of December 31, 1998, there were 2,381 record
holders of our Class A Special Common Stock, 1,760
record holders of our Class A Common Stock and three
record holders of our Class B Common Stock.
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ITEM 6 SELECTED FINANCIAL DATA
Year Ended December 31,
1998(1) 1997(1) 1996(1) 1995 1994
(Dollars in millions, except per share data)

Statement of Operations Data:

Revenues ............ ..., $5,145.3 $4,467.7 $3,612.3  $2,988.1 $1,089.2
Operating inCcome . ..........ccuverueena.. 557.1 466.6 465.9 397.7 213.4
Income (loss) from continuing operations before

extraordinary items . .................... 1,007.7 (182.9) 6.4) 48.0 (46.1)
Loss from discontinued operations (2) .......... 314 25.6 46.1 85.8 292
Extraordinaryitems . ........... ... ... ... .. (4.2) (30.2) (1.0) 6.1 (LN
Net income (I0SS) - -« v vt vviie i, 972.1 (238.7) (53.5) 43.9) (87.0)

Basic earnings (loss) for common stockholders
per common share (3) |
Income (loss) from continuing operations

before extracrdinary items .............. $2.67 ($0.58) (50.02) $0.20  ($0.20)
Loss from discontinued operations (2) .. ... .. {0.09) (0.08) (0.19) (0.36) (0.12)
Extraordinary items ..................... (0.01) (0.09) (0.03) (0.05)
Netincome (10SS) . .. .o eiii i $2.57 ($0.75) (30.21) (30.19)  (30.37)

Diluted earnings (loss) for common
stockholders per common share (3)
Income (loss) from continuing operations

before extraordinary items .............. $2.50 ($0.58) ($0.02) $0.20  (50.20)

Loss from discontinued operations (2) .. .. ... (0.08) (0.08) (0.19) (0.36) (0.12)

Extraordinaryitems ..................... (0.01) (0.09) (0.03) (0.05)

Netincome (10SS) - -+ .o ve e iieenen.. $2.41 (30.75) ($0.21) (30.19) (%0.37)
Cash dividends declared per common share (3) ...  $0.0933 $0.0933 $0.0933 $0.0933 $0.0933
Balance Sheet Data (at year end):
Total @sSets . . ... ooee i $14817.4 $11,326.8 $10,660.4  $8,159.9 $5,480.0
Working capital .............. ... .. ... ..., 2,531.7 449 155 604.6 29.4
Long-termdebt .............. ... ... ... 5,464.2 5,334.1 5,998.3 6,014.8 4,066.0
Stockholders’ equity (deficiency) .............. 3,815.3 1,646.5 551.6 (827.7)y (726.8)

Supplementary Financial Data:
Operating income before depreciation and

amortization (4) .. ...t $1,496.7 $1,293.1 $1,047.0 $881.0 $459.9
Net cash provided by (used in) (5) .............

Operating activities ..................... 1,079.7 855.3 644.5 466.7 339.7

Financing activities ..................... 809.2 2839 (88.0) 11,7857 1,089.2

Investing activities . .. ................... (1,427.3) (1,056.5) (749.5) (2,060.3) (1,254.4)

(1) You should see “Management’s Discussion and Analysis of Financial Condition and Results of Operations™ for a
discussion of events which affect the comparability of the information reflected in this financial data.

(2) InJanuary 1999, we agreed to sell Comcast Cellular Corporation to SBC Communications, Inc. This represents the
results of Comcast Cellular which is presented as a discontinued operation for all periods presented.

(3) We have adjusted these for our three-for-two stock split effective February 2, 1994.

(4) Operating income before depreciation and amortization is commonly referred to in our businesses as “operating cash
flow.” Operating cash flow is a measure of a company’s ability to generate cash to service its obligations, including
debt service obligations, and to finance capital and other expenditures. In part due to the capital intensive nature of
our businesses and the resulting significant level of non-cash depreciation and amortization expense, operating cash
flow is frequently used as one of the bases for comparing businesses in the our industries, although our measure of
operating cash flow may not be comparable to similarly titled measures of other companies. Operating cash flow does
not purport to represent net income or net cash provided by operating activities, as those terms are defined under
generally accepted accounting principles, and should not be considered as an alternative to those measurements as
an indicator of our performance.

(5) This represents net cash provided by (used in) operating activities, financing activities and investing activities as
presented in the our consolidated statement of cash flows.
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ITEM7
RESULTS OF OPERATIONS

Overview

We have experienced sigmificant growth in recent
years through both strategic acquisitions and growth in
our existing businesses. We have historically met our
cash needs for operations through our cash flows from
operating activities. Cash requirements for acquisitions
and capital expenditures have been provided through our
financing activities and sales of long-term investments, as
well as our existing cash, cash equivalents and short-term
investments.

In January 1999, we agreed to sell our wholly owned
subsidiary, Comcast Cellular Corporation (“Comcast
Cellular”), to SBC Communications, Inc. for approxi-
mately $400 million in cash and the assumption of
approximately $1.3 billion of Comcast Cellular debt. We
expect to recognize a pre-tax gain on the sale of
approximately $600 million. We expect to complete this
sale in the third quarter of 1999 if we receive all the
necessary regulatory and other approvals. The results of
Comcast Cellular have been presented as a discontinued
operation in our consolidated financial statements.

General Developments of Business

See “General Developments of Business” in Part I
and Note 3 to our consolidated financial statements in
Item 8.

Liquidity and Capital Resources

The cable commumcations and the electronic
retailing industries are experiencing increasing
competition and rapid technological changes. Our future
results of operations will be affected by our ability to
react to changes in the competitive environment and by
our ability to implement new technologies. However, we
believe that competition and technological changes will
not significantly affect our ability to obtain financing.

We believe that we will be able to meet our current
and long-term liquidity and capital requirements,
including fixed charges, through our cash flows from
operating activities, existing cash, cash equivalents, short-
term investments, lines of credit and other external
financing.

Cash, Cash Equivalents and Short-term Investments
We have traditionally maintained significant levels of

cash, cash equivalents and short-term investments to meet
our short-term liquidity requirements. Our cash

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

equivalents and short-term investments are recorded at
fair value. Cash, cash equivalents and short-term
investments as of December 31, 1998 and 1997 were
$4.524 billion and $573.0 million, respectively. As of
December 31, 1998, our cash, cash equivalents and short-
term investments include $3.635 billion of our
investments in AT&T Corp. (“AT&T”), Sprint PCS,NTL
Incorporated (“NTL”), Tele-Communications, Inc.
(“TCT™, Liberty Media Corporation (“Liberty””} and TCI
Ventures Group, Inc. (“TCI Ventures™) (see Notes 3 and
4 10 our consolidated financial statements included in
Item 8). As of December 31, 1998, $258.5 miilion of our
cash, cash equivalents and short-term investments is
restricted to use by subsidiaries under contractual or other
arrangements.

Investments

See Notes 3 and 4 to our consolidated financial
statements included in Item 8.

We do not have any additional significant contractual
funding commitments with respect to any of our
investments. However, to the extent we do not fund our
investees' capital calls, we expose ourselves to dilution of
our ownership interests. We continually evaluate our
existing investments as well as new investment
opportunities.

Investment Rights

In July 1996, we acquired a 66% interest in Comcast
Spectacor, L.P. (“Comcast-Spectacor’”), the owner of two
professional sports teams and two arenas in Philadelphia,
Pennsylvania. We have the right to purchase the
remaining 34% interest in Comcast-Spectacor from our
partner for its pro rata portion of the fair market value (on
a going concern basis as determined by an appraisal
process) of Comcast-Spectacor. Our partner also has the
right to require us to purchase its interests under the same
terms. We may pay our partner for such interests in shares
of our Class A Special Common Stock, subject to certain
restrictions. If our partner exercises its exit rights and we
elect not to purchase its interest, we and our partner will
use our best efforts to sell Comcast-Spectacor.

The Walt Disney Company (“Disney™), in certain
circumstances, is entitled to cause Comcast Entertainment
Holdings LLC (the “LLC"), which is owned 50.1% by us
and 49.9% by Disney, to purchase Disney's entire interest
in the LLC at its then fair market value (as determined by
an appraisal process). If the LLC elects not to purchase
Disney's interests, Disney has the right, at its option, to
purchase either our entire interest in the LLC or all of the
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shares of stock of E! Entertainment Television, Inc. (“E!
Entertainment”) held by the LLC, in each case at fair
market value. If Disney exercises its rights, as described
above, a portion or all of our $132.8 million aggregate
principal amount ten-year, 7% notes payable to Disney
(the “Disney Notes””) may be replaced with a three year
note due to Disney.

We and Liberty, a majority owned subsidiary of TCI,
own approximately 57% and 43%, respectively, of QVC,
Inc. (“QVC™), an electronic retailer. We, through a
management agreement, are responsible for the day to day
operations of QVC. Liberty may, at certain times
following February 9, 2000, trigger the exercise of certain
exit rights with respect to its investment in QVC. If the
exit nights are triggered, we have first right to purchase
Liberty's stock in QVC at Liberty's pro rata portion of the
fair market value (on a going concern or liquidation basis,
whichever is higher, as determined by an appraisal
process) of QVC. We may pay Liberty for such stock,
subject to certain rights of Liberty to consummate the
purchase in the most tax-efficient method available, in
cash, our promissory note maturing not more than three
years after issuance, our equity securities or any
combination thereof. If we elect not to purchase the stock
of QVC held by Liberty, then Liberty will have a similar
right to purchase the stock of QVC held by us. If Liberty
elects not to purchase the stock of QVC held by us, then
we and Liberty will use our best efforts to sell QVC.

We own 55% of MHCP Holdings, L.L.C. (“MHCP
Holdings™), an indirect subsidiary of ours which holds
cable communications systems serving approximately
644,000 subscribers as of December 31, 1998. The
California Public Employees Retirement System
(“CalPERS™) owns the remaining 45% of MHCP
Holdings. At any time after December 18, 2001,
CalPERS may elect to liquidate its interest in MHCP
Holdings at a price based upon the fair value of CalPERS'
interest in MHCP Holdings, adjusted, under certain
circumstances, for certain performance criteriarelating to
the fair value of MHCP Holdings or to our common
stock. Except in certain limited circumstances, we have
the option to satisfy this liquidity arrangement by
purchasing CalPERS' interest for cash, through the
issuance of our common stock (subject to certain
limitations) or by selling MHCP Holdings.

Year 2000 Issue

The Year 2000 Issue is the result of computer
programs being written using two digits rather than four
to define the applicable year. Certain of our computer
programs that have date-sensitive software may recognize
a date using “00” as the year 1900 rather than the year
2000 (the ““Year 2000 Issue™). If this situation occurs, the
potential exists for computer system failure or

miscalculations by computer programs, which could cause
disruption of operations.

We are in the process of evaluating and addressing
the impact of the Year 2000 Issue on our operations to
ensure that our information technology and business
systems recognize calendar Year 2000. We are utilizing
both internai and external resources in implementing our
Year 2000 program, which consists of the following
phases:

e Assessment Phase. Structured evaluation,
including a detailed inventory outlining the
impact that the Year 2000 Issue may have on
current operations.

e Detailed Planning Phase. Establishment of
priorities, development of specific action steps
and allocation of resources to address the issues
identified in the Assessment Phase.

e Conversion Phase. Implementation of the
necessary system modifications as outlined in
the Detailed Planning Phase.

o Testing Phase. Verification that the
modifications implemented in the Conversion
Phase will be successful in resolving the Year
2000 Issue so that all inventory items will
function properly, both individually and on an
integrated basis.

e Implemenmtation Phase. Final roll-out of fully
tested components into an operational unit.

Based on an inventory conducted in 1997, we have
identified computer systems that will require modification
or replacement so that they will properly utilize dates
beyond December 31, 1999. Many of our critical systems
are new and are already Year 2000 compliant as a result
of the recent rebuild of many of our cable commun-
ications systems. In addition, we have nitiated
communications with all of our significant software
suppliers and service bureaus to determine their plans for
remediating the Year 2000 Issue in their software which
we use or rely upon.

As of December 31, 1998, we are in the Conversion
Phase of our Year 2000 remediation program and have
entered the Testing Phase with respect to certain of our
key systemns. Through December 31, 1998, we have
incurred approximately $4.7 million in connection with
our Year 2000 remediation program. We estimate that we
will incur between approximately $8 million to $17
million of additional expense through December 1999 in
connection with our Year 2000 remediation program. Our
estimate to complete the remediation plan includes the
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estimated time associated with mitigating the Year 2000
Issue for third party software. However, we cannot
guarantee that the systems of other companies on which
we rely will be converted on a timely basis, or that a
failure to convert by another company would not have a
material adverse effect on us.

Our management will continue to periodically report
the progress of our Year 2000 remediation program to the
Audit Committee of our Board of Directors. We plan to
complete the Year 2000 mitigation by the third quarter of
1999. Our management has investigated and may
consider potential contingency plans in the event that our
Year 2000 remediation program is not completed by that
date.

The costs of the project and the date on which we
plan to complete the Year 2000 modifications and
replacements are based on our best estimates, which were
derived using assumptions of future events including the
continued availability of resources and the reliability of
third party modification plans. However, we cannot
guarantee that these estimates will be achieved and actual
results could differ materially from those plans. Specific
factors that may cause such material differences include,
but are not limited to, the availability and cost of
personnel with appropriate necessary skills and the ability
to locate and cormrect all relevant computer code and
similar uncertainties.

We believe that with modifications to existing
software and conversions to new software, the Year 2000
Issue can be mitigated. However, if such modifications
and conversions are not made, or are not completed
within an adequate time frame, the Year 2000 Issue could
have a material adverse impact on our operations.

Capital Expenditures

During 1999, we expect to incur approximately $750
million of capital expenditures, including $550 million
primarily for the upgrading and rebuilding of certain of
our cable communications systems and the deployment of
digital converters and cable modems (excluding pending
acquisitions), $85 million primarily for the upgrading of
QVC's warehousing and distribution facilities and $40
million primarily for the upgrading of our cellular
communications systems (assuming the sale of Comcast
Cellular closes during the third quarter of 1999). The
amount of such capital expenditures for years subsequent
to 1999 will depend on numerous factors, many of which
are beyond our control. These factors include:

e  whether competition in a particular market
necessitates a cable system upgrade,

e whether a particular cable system has sufficient
capacity to handle new product offerings

including the offering of cable modem, cable
telephony and telecommunications services,

¢ whether and to what extent we will be able to
recover our investment under FCC rate
guidelines and other factors, and

e whether we acquire additional cable systems in
need of upgrading or rebuilding.

National manufacturers are the primary sources of
supplies, equipment and materials utilized in the
construction, rebuild and upgrade of our cable
communications systems. Costs have increased during
recent years and are expected to continue to increase as a
result of the need to construct increasingly complex
systems, overall demand for labor and other factors.
Future increases in such costs may be significant to our
financial position, results of operations and liquidity. We
anticipate capital expenditures for years subsequent to
1999 will continue to be significant. As of December 31,
1998, we do not have any significant contractual
obligations for capital expenditures.

Financing

See Notes 5 and 6 to our consolidated financial
statements included in Item 8.

‘We have historically utilized a strategy of financing
our acquisitions through the issuance of our common
stock or through the issuance of senior debt at the
acquired operating subsidiary level, through the issuance
of senior debt at the intermediate holding company and
parent company levels and through public offerings of
subsidiary stock and debt instuments. As of
December 31, 1998 and 1997, our long-term debt,
including current portion, was $5.578 billion and $5.466
billion, respectively, of which 18.0% and 17.7%,
respectively, was at variable rates.

Interest Rate Risk Management

We are exposed to market risk including changes in
interest rates. To manage the volatility relating to these
exposures, we enter into various derivative transactions
pursuant to our policies in areas such as counterparty
exposure and hedging practices. Positions are monitored
using techniques including market value and sensitivity
analyses. We do not hold or issue any derivative financial
instruments for trading purposes and are not a party to
leveraged instruments. The credit risks associated with
our derivative financial instruments are controlled
through the evaluation and monitoring of the
creditworthiness of the counterparties. Although we may
be exposed to losses in the event of nonperformance by
the counterparties, we do not expect such losses, if any,
to be significant.
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Interest Rate Risk

The use of interestrate risk management instruments,
such as interest rate exchange agreements (“Swaps™),
nterest rate cap agreements (“Caps™) and interest rate
collar agreements (“Collars™), is required under the terms
of certain of our outstanding debt agreements. Our policy
i1s to manage interest costs using a mix of fixed and
variable rate debt. Using Swaps, we agree to exchange, at
specified intervals, the difference between fixed and
variable interest amounts calculated by reference to an

agreed-upon notional principal amount. Caps are used to
lock in a maximum 1nterest rate should variable rates rise,
but enable us to otherwise pay lower market rates. Collars
limit our exposure to and benefits from interest rate
fluctuations on variable rate debt to within a certain range
of rates.

The table set forth below summarizes the fair values
and contract terms of financial instruments subject to
interest rate risk maintained by us as of December 31,
1998 (dollars in millions):

Expected Maturity Date Fair Value at
1999 2000 2001 2002 2003 Thereafter Total 12/31/98
Debt
FixedRate .............. $7.3 $183 32276  $105.6 $7.3 $3,705.6 $4,071.7 $4.,489.0
Average Interest Rate . . .. 9.0% 8.1% 9.5% 8.6% 9.2% 8.3% 8.4%
Variable Rate ............ $106.2  $1859 $3229  $3705  $5205 $1,506.0 $1,506.0
Average Interest Rate . . .. 5.4% 5.6% 5.8% 5.8% 6.1% 5.9%
Interest Rate Instruments
Variable to Fixed Swaps (1) . $50.0 $504.1 51275 51435 $36.7  $200.0 $1,061.8 ($13.3)
Average Pay Rate .. ... .. 5.7% 5.5% 4.9% 4.9% 4.9% 7.7% 5.7%
Average Receive Rate . .. 5.0% 5.0% 5.3% 5.3% 5.4% 5.9% 5.3%
Caps ... $240.0 $240.0
Average CapRate . . ... .. 7.0% 7.0%
Collar .................. $50.0 $50.0
Average CapRate .... ... 6.3% 6.3%
Average FloorRate . . . . .. 4.0% 4.0%

(1) Includes $361.8 million of Swaps which become effective in the year 2000 maturing through 2003 and $200.0 rmllion

of Swaps which become effective in the year 2000 maturing 2008.

The notional amounts of interest rate instruments, as
presented in the table above are used to measure interest
to be paid or received and do not represent the amount of
exposure to credit loss. The estimated fair value
approximates the proceeds (costs) to settle the
outstanding contracts. Interest rates on variable debt are
estimated by us using the average implied forward
London Interbank Offer Rate (“LIBOR”) rates for the
year of maturity based on the yield curve in effect at
December 31, 1998, plus the borrowing margin in effect
for each credit facility at December 31, 1998. Average
receive rates on the Variable to Fixed Swaps are
estimated by us using the average implied forward
LIBOR rates for the year of maturity based on the yield
curve in effect at December 31, 1998. While Swaps, Caps
and Collars represent an integral part of our interest rate
risk management program, their incremental effect on
interest expense for the years ended December 31, 1998,
1997 and 1996 was not significant.

Equity Price Risk

In connection with the share repurchase programs
authorized by our Board of Directors, we sold put options
on shares of our Class A Special Common Stock. We sold
put options on 2.75 million shares, 2.0 million shares and
1.0 million shares during 1998, 1997 and 1996,
respectively. The put options give the holder the right to
require us to repurchase such shares at specified prices on
specific dates. The put options sold during 1997 and 1996
expired unexercised. The amount we would be obligated
to pay to repurchase such shares upon exercise of the put
options, totaling $111.2 million and $31.4 mullion, has
been reclassified from additional capital to common
equity put options in our December 31, 1998 and 1997
consolidated balance sheet. The difference between the
proceeds from the sale of these put options and their
estimated fair value was not significant as of
December 31, 1998 and 1997.
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Statement of Cash Flows

Cash and cash equivalents increased $461.6 million
as of December 31, 1998 from December 31, 1997. The
increase in cash and cash equivalents resulted from cash
flows from operating, financing and investing activities
as explained below.

Net cash provided by operating activities from
continuing operations amounted to $1.080 billion for the
year ended December 31, 1998 due principally to our
operating income from continuing operations before
depreciation and amortization (see ‘“Results of
Operations™), including the effects of the consolidation of
Comcast-Spectacor effective January 1, 1998 (see Note
3 to our consolidated financial statements included in
Item 8), and changes in working capital as a result of the
timing of receipts and disbursements.

Net cash provided by financing activities from
continuing operations, which includes borrowings and
repayments of debt, as well as the issuances and
repurchases of our equity securities, was $809.2 million
for the year ended December 31, 1998. During 1998, we
borrowed $1.938 billion, consisting primarily of $797.9
million of 6.20% senior notes due 2008 and $827.0
million of subsidiary revolving credit in connection with
a refinancing. During 1998, we repaid $1.113 billion of
our long-term debt, primarily in connection with the
refinancing of certain subsidiary indebtedness. In
addition, during 1998, we had net issuances of $28.9
million of our common stock and we paid cash dividends
of $36.0 million on our common stock and Series A
Preferred Stock. Deferred financing costs of $16.3
million were incurred during 1998 principally in
connection with the issuance of the 6.20% senior notes
due 2008.

Net cash used in investing activities from continuing
operations was $1.427 billion for the year ended
December 31, 1998. Net cash used in investing activities
includes acquisitions of cable communications systems,
net of cash acquired, of $309.7 million, capital
contributions to and purchases of investments of $202.1
million and capital expenditures of $898.9 mullion, offset
by proceeds from the sales of short-term investments and
call options of $169.5 million and proceeds from the
repayment of a loan by an investee of $74.7 million. The
sale of Comcast UK Cable resulted in a reduction to cash
and cash equivalents of $140.4 million due to the receipt
of approximately 4.8 million shares of NTL in exchange
for all of our shares in Comcast UK Cable (see Note 3 to
our consolidated financial statements included in Item 8).

Results of Operations

The effects of our recent acquisitions and the
consolidation of Comcast-Spectacor effective January 1,
1998, as well as increased levels of capital expenditures,
were to increase significantly our revenues and expenses,
resulting in substantial increases in our operating income
before depreciation and amortization, depreciation
expense, amortization expense and interest expense.
Investment income has increased significantly in 1998 as
aresult of the gains we recognized on the exchange of our
interest in Teleport Communications Group Inc.
(“Teleport™) for AT&T common stock, the Sprint PCS
restructuring and the exchange of our interest in Comcast
UK Cable for NTL common stock. In addition, our equity
in net losses of affiliates has increased principally as a
result of losses incurred by Sprint PCS. See “Operating
Results by Business Segment” and “Consolidated
Analysis”.
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Our summarized consolidated financial mformation for the three years ended December 31, 1998 is as follows
(dollars in millions, “NM" denotes percentage is not meaningful):

Year Ended
December 31, Increase/(Decrease)
1998 1997 $ %
REVEINUES .+ o oot e et e e e e e e e e e $5,145.3 $4,467.7 $677.6 15.2%
Cost of goods sold from electronic retailing .............. 1,462.0 1,270.2 191.8 15.1
Operating, selling, general and administrative expenses .. . .. 2,186.6 1,904.4 282.2 14.8
Operating income before depreciation and amortization (1) .. 1,496.7 1,293.1 203.6 15.7
Depreciation . ........ooooiiiii 463.9 404.1 59.8 14.8
AMOMZAtON .« o\ vt ettt ie it a e e 475.7 422.4 53.3 12.6
Operating inCome . ... ... vvvvveeneeenneene e, 557.1 466.6 90.5 194
INLEIeSt EXPEMSE . . - .t v vttt ee e aaeaa e 466.7 458.9 7.8 1.7
INVEStMENE INCOMIE .+ . . . o vt et v et e ae e (1,828.0) (149.4) 1,678.6 NM
Equity in net losses of affiliates ........................ 5159 343.8 172.1 50.1
Gain from equity offering of affiliate ................... (157.8) 7.7 150.1 NM
Other EXPense . . . ..ottt e iiien e 29 9.7 (6.8) (70.1)
INnCome tax EXPeMnSE . .. ....c.vrrearner e 594.0 70.4 523.6 NM
Minority iNterest . . .. ..o vt e (44.3) (76.2) (31.9) (41.9)
Income (loss) from continuing operations before
extraordinary items . .. ... ..o i $1,007.7 ($182.9) $1,190.6 NM
Year Ended
December 31, Increase/(Decrease)
1997 1996 3 %

REVENUES . . o vttt et ettt et e e e $4.,467.7 $3.612.3 $855.4 23.7%
Cost of goods sold from electronic retailing .............. 1,270.2 1,114.2 156.0 14.0
Operating, selling, general and administrative expenses . . . .. 1,904.4 1,451.1 453.3 31.2
Operating income before depreciation and amortization (1) ..  1,293.1 1,047.0 246.1 23.5
DEPreciation . . ... v ev e e 404.1 259.2 1449 55.9
AMOTZALON . . e oottt et e ie i es 4224 321.9 100.5 31.2
Operating inCOME . . .. ... ootiit i 466.6 465.9 0.7 0.2
INtErest EXPENSE . .. ... vvervve i 458.9 448.4 10.5 2.3
INVeStment iNCOME . ..\t vt e it e e ettt ans (149.4) (120.0) 2904 24.5
Equity in net losses of affiliates . ....................... 343.8 144.8 199.0 NM
Gain from equity offering of affiliate ................... a7 (40.6) (329 (81.0)
Other expense (inCOME) .. ........vveirirnnerennenenn. 9.7 21.3) 31.0 NM
INCome taX EXPense . ... ... .courunmruunnneennnreeens 704 109.0 (38.6) (35.4)
MinOrty INEESt . . . .\ ov e e e e e e (76.2) (48.0) 28.2 58.8
Loss from continuing operations before extraordinary items .. _($182.9) ($6.4) $176.5 NM

(1) Operating income before depreciation and amortization is commonly referred to in our businesses as “operating
cash flow.” Operating cash flow is a measure of a company's ability to generate cash to service its obligations,
including debt service obligations, and to finance capital and other expenditures. In part due to the capital intensive
nature of our businesses and the resulting significant level of non-cash depreciation and amortization expense,
operating cash flow is frequently used as one of the bases for comparing businesses in our industries, although our
measure of operating cash flow may not be comparable to similarly titled measures of other companies. Operating
cash flow does not purport to represent net income or net cash provided by operating activities, as those terms are
defined under generally accepted accounting principles, and should not be considered as an alternative to such
measurements as an indicator of our performance. See “Statement of Cash Flows” above for a discussion of net
cash provided by operating activities.
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Operating Results by Business Segment

The following represent the operating results of our
significant business segments, including: “Cable
Communications” and “Electronic Retailing.” The
remaining components of our operations are not

independently significant to our consolidated financial
position or results of operations (see Note 10 to our
consolidated financial statements included in Item 8).

Cable Communications

As a result of the acquisition of the cable television
operations (“Scripps Cable”) of The E.W. Scripps
Company (the “Scripps Acquisition”), we commenced
consolidating the financial results of Scripps Cable

effective November 1, 1996. The following table presents
financial information for the years ended December 31,
1998, 1997 and 1996 for our cable communications
segment (dollars in millions):

Year Ended
December 31, Increase
1998 1997 3 %
ServiCe inCOME . ... .ot iiee i nnrann $2,277.4 $2,073.0 $204.4 9.9%
Operating, selling, general and
administrative expenses ............... 1,180.8 1,085.3 95.5 8.8
Operating income before depreciation
and amortization (@) .................. $1,096.6 $987.7 $108.9 11.0%
Year Ended
December 31, Increase
1997 1996 $ %
SEervice inCome ... ........ovueurunieenn.. $2,073.0 $1.641.0 $432.0 26.3%
Operating, selling, general and
administrative expenses ............... 1,085.3 837.2 248.1 29.6
Operating income before depreciation
and amortization (@) .................. $987.7 $803.8 $183.9 22.9%

(a) See footnote (1) on page 25.

Of the respective $204.4 million and $432.0 million
increases in service income for the years ended
December 31, 1998 and 1997, $30.2 million and $280.4
million are attributable to the effects of the acquisitions
of cable communications systems, $31.8 million and
$27.1 million are attributable to subscriber growth,
$109.0 million and $108.9 million relate to changes in
rates, $20.5 million and $8.6 million are attributable to
growth in cable advertising sales and $12.9 million and
$7.0 million relate to other product offerings.

Of the respective $95.5 million and $248.1 million
increases in operating, selling, general and administrative
expenses for the years ended December 31, 1998 and
1997, $15.8 mullion and $145.3 million are attributable to
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the effects of the acquisitions of cable communications
systerns, $48.9 million and $34.9 million are attributable
to increases in the costs of cable programming as a result
of subscriber growth, additional channel offerings and
changes in rates, $5.3 mullion and $5.9 mullion are
attributable to growth in cable advertising sales, $1.5
million and $15.6 million are attributable to increases in
costs associated with customer service and $24.0 million
and $46.4 million result from increases in the costs of
labor, other volume related expenses and costs associated
with new product offerings. We anticipate that the cost of
cable programming will increase in the future as cable
programming rates increase and additional sources of
cable programming became available.



Electronic Retailing

The following table sets forth the operating resuits for our electronic retailing segment (dollars in millions):

Year Ended
December 31, Increase
1998 1997 3 %

Net sales from electronic retailing ........... $2,402.7 $2,082.5 $320.2 15.4%
Cost of goods sold from electronic retailing ...  1,462.0 1,270.2 191.8 15.1
Operating, selling, general and administrative

EXPENSES ..ttt 506.5 474.6 31.9 6.7
Operating income before depreciation

and amortization (@) .................. $434.2 $337.7 $96.5 28.6%
Gross margin ...........ovvuvnienannnn.. 39.2% 39.0%

Year Ended
December 31, Increase
1997 1996 3 %

Net sales from electronic retailing ........... $2,082.5 $1,835.8 $246.7 13.4%
Cost of goods sold from electronic retailing . .. 1,270.2 1,114.2 156.0 14.0
Operating, selling, general and administrative

EXPEISES . .ottt ee e 474.6 421.3 53.3 12.7
Operating income before depreciation

and amortization (@) .................. $337.7 $300.3 $37.4 12.5%
Gross margin . ............ouvvennnnnnnn 39.0% 39.3%

(a) See footnote (1) on page 25.

The respective increases in net sales from electronic
retailing of $320.2 million and $246.7 million for the
years ended December 31, 1998 and 1997 are primarily
attributable to the effects of 5.6% and 7.4% increases,
respectively, 1n the average number of homes receiving
QVC services in the US and 11.8% and 13.7% increases,
respectively, in the average number of homes receiving
QVC services in the UK.

An allowance for returned merchandise is provided
as a percentage of sales based on historical experience.
The return provision was approximately 21% of gross
sales for each of the years ended December 31, 1998,
1997 and 1996.

The increases in cost of goods sold from electronic
retailing are primarily related to the growth in net sales.

The changes in gross margin between these pertods are
primarily due to slight changes in product mix from year
to year.

Of the respective increases in operating, selling,
general and administrative expenses of $31.9 million and
$53.3 million for the years ended December 31, 1998 and
1997, $21.7 million and $30.6 million are attributable to
higher sales volume, $3.2 million and $25.5 million are
attributable to start-up costs incurred by QVC in
Germany, which began operations in the fourth quarter of
1996, and the remaining changes are primarily
attributable to additional costs associated with new
businesses, offset by the reduction in expenses realized
upon consolidation of QVC’s multichannel operations in
1996.

Consolidated Analysis

The $59.8 million increase in depreciation expense
from 1997 to 1998 is primarily attributable to the effects
of capital expenditures, the consolidation of Comcast-
Spectacor effective January 1, 1998, increased losses on
asset disposals in connection with our cable
communications rebuild activities and the acquisition of

cable communications systems. The $144.9 million
increase in depreciation expense from 1996 to 1997 is
primarily attributable to the effects of capital expenditures
and the effects of the Scripps Acquisition tn November
1996.

The $53.3 mullion increase in amortization expense
from 1997 to 1998 is primarily attributable to the
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consolidation of Comcast-Spectacor effective January 1,
1998 and the acquisition of cable communications
systems. The $100.5 million increase in amortization
expense from 1996 to 1997 is primarily attributable to
the effects of the Scripps Acquisition in November 1996.

We anticipate that, for the foreseeable future, interest
expense will be a significant cost to us and will have a
significant adverse effect on our ability to realize net
earnings. We believe we will continue to be able to meet
our obligations through our ability both to generate
operating income before depreciation and amortization
and to obtain external financing.

The $1.679 billion increase in investment income
from 1997 to 1998 is primarily attributable to the $1.092
billion gain recognized on the exchange of our interest in
Teleport for AT&T common stock, the $758.5 million
gain recognized on the restructuring of Sprint PCS and
the $148.3 million gain recognized on the exchange of
our interest in Comcast UK Cable for NTL common
stock, all recognized in 1998, These gains were partially
offset by a $152.8 million loss on certain of our
investments based primarily on a decline in value that we
considered other than temporary and investment expense
of $105.5 million incurred during 1998 related to changes
in the value of call options related to our investment in
TCI, TCI Ventures and Liberty common stock. The $29.4
million increase in investment income from 1996 to 1997
is primarily attributable to the $68.9 million gain
recognized in 1997 on the sale of our Teleport Class A
Common Stock, offset, in part, by the $47.3 miilion gain
recognized upon the exchange of the shares of Turner
Broadcasting System, Inc. (“TBS”) held by us for Time
Warner, Inc. (“Time Warner”) common stock in 1996 as
a result of the merger of Time Warner and TBS in
October 1996.

The $172.1 million and $199.0 million increases in
equity in net losses of affiliates from 1997 to 1998 and
from 1996 to 1997 are primarily due to losses incurred by
Sprint PCS. With the restructuring of Sprint PCS in the
fourth quarter of 1998, we will no longer account for our
investment in Sprint PCS under the equity method and, as
a result, will no longer record our proportionate share of
Sprint PCS’ net losses in our consolidated statement of
operations (see Notes 3 and 4 to our consolidated
financial statements included in Item 8).

During the years ended December 31, 1998, 1997
and 1996, Teleport issued shares of its Class A Common
Stock. As a result of these stock issuances, we recorded
a $157.8 million, $7.7 million and $40.6 million increase
in our proportionate share of Teleport’s net assets as a
gain from equity offering of affiliate in our 1998, 1997
and 1996 consolidated statement of operations. We

recorded the increase in our proportionate share of
Teleport’s net assets one quarter in arrears.

The $6.8 million decrease and $31.0 million increase
in other expense from 1997 to 1998 and from 1996 to
1997 are primarily attributable to the effects of
fluctuations in the foreign currency exchange rate.

The $523.6 million increase and $38.6 million
decrease in income tax expense from 1997 to 1998 and
from 1996 to 1997 are primarily attributable to changes in
our income before income taxes and minority interest, and
non-deductibie foreign losses and non-deductible equity
in net losses of affiliates.

The $31.9 million decrease and $28.2 million
Increase in minarity interest income from 1997 to 1998
and from 1996 to 1997 are primarily attributable to
minority interests in the net loss of Comcast UK Cable
and the net income of QVC, and the effects of the
consolidation of Comcast-Spectacor effective January 1,
1998.

Extraordinary items for the years ended
December 31, 1998, 1997 and 1996 of $4.2 million,
$30.2 million and $1.0 million, respectively, consist of
unamortized debt acquisition costs and debt extin-
guishment costs, net of related tax benefits, expensed in
connection with the redemption and refinancing of certain
indebtedness.

For the years ended December 31, 1998, 1997 and
1996, our distributions from investees and earnings
before extraordinary items, income tax expense, equity in
net losses of affiliates and fixed charges (interest
expense) were $2.584 billion, $690.2 million and $695.8
million, respectively. Such earnings were adequate to
cover our fixed charges (including capitalized interest of
$18.0 million and $32.1 million during 1997 and 1996,
respectively), of $466.7 million, $476.9 million and
$480.5 million for the years ended December 31, 1998,
1997 and 1996, respectively. Our fixed charges include
non-cash interest expense of $42.5 million, $56.5 million
and $51.5 million for the years ended December 31,
1998, 1997 and 1996, respectively.

We believe that our losses will not significantly
affect the performance of our normal business activities
because of our existing cash, cash equivalents and
short-term investments, our ability to generate operating
income before depreciation and amortization and our
ability to obtain external financing.

We believe that our operations are not materially
affected by inflation.
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ITEM 8 FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

INDEPENDENT AUDITORS' REPORT

Board of Directors and Stockholders
Comcast Corporation
Philadelphia, Pennsylvania

We have audited the accompanying consolidated balance sheet of Comcast Corporation and its subsidiaries as of
December 31, 1998 and 1997, and the related consolidated statements of operations, stockholders' equity (deficiency)
and of cash flows for each of the three years in the period ended December 31, 1998. 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 did not audit the consolidated financial statements of QVC, Inc. (“QVC”) (a consolidated
subsidiary) which statements reflect total assets constituting 14% and 19% of the Company’s consolidated total assets
as of December 31, 1998 and 1997 and total revenues constituting 47%, 47% and 51% of the Company's consolidated
revenues for the years ended December 31, 1998, 1997 and 1996, respectively. Those statements were audited by other
auditors whose report has been furnished to us, and our opinion, insofar as it relates to the amounts included in the
Company's consolidated financial statements for QVC, is based solely upon the report of such other auditors.

We conducted our audits in accordance with generally accepted auditing standards. Those standards 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. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits and the report
of other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of other auditors, such consolidated financial statements present fairly,
in all material respects, the financial position of Comcast Corporation and its subsidiaries as of December 31, 1998 and

1997, and the results of their operations and their cash flows for each of the three years in the period ended
December 31, 1998 in conformity with generally accepted accounting principles.

Deloitte & Touche LLP

Philadelphia, Pennsylvania
February 22, 1999
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COMCAST CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
(Dollars in millions, except share data)

ASSETS

CURRENT ASSETS
Cash and cash equivalents . . e e e
[nvestments .

Accounts receivable, less allowance for doubrful

accounts of $120 7 and $108.8 e e e
Inventonies, net . . Cen .. ..
Other current assets .. e e e e e o

Total current assets
INVESTMENTS ..... .. e e

PROPERTY AND EQUIPMENT. ........ Lo
Accumulated depreciation .

Property and equipment, net

DEFERRED CHARGES
Franchise and license acquisition costs . . . . . .. S
Excess of cost over net assets acquired and other e

Accumulated amortization .. . .... .. e e
Deferred charges, net . .. .............

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts payable and accrued expenses ...  ..... e
Accrued interest . . e e
Net liabilities of dlsconunued operauons
Deferred income taxes . . . .
Current portion of long-term debt .. U,
Total current liabilities . . . .
LONG-TERM DEBT, less currentportion . .. ...... ..... ..
DEFERRED INCOME TAXES .... .. e
MINORITY INTEREST AND OTHER .. ...... e e

COMMITMENTS AND CONTINGENCIES
COMMON EQUITY PUTOPTIONS .. . . . .. .. .......

STOCKHOLDERS' EQUITY

[
00

......... .o $870.7
3.653.4

. o . 549.3
343.8

U 207 1

........ 5,624.3
602.4

........... 3,886.7
. . (1,362.3)

25244

4,763 6
3,450.9

8,214.5
...... L. (21482

....... . 6,066.3
514,817.4

————

......... $1,600.3
. o 73.5

165 2

e 1,140 1

....... 1135

3,092.6

. e e 5.464.2
. ce e .. 1,500.1

e 834.0

...... 111.2

Preferred stock - authorized, 20,000,000 shares; 5% series A convertible,

no par value, issued, 6,370 at redemption value .. ..... ...

...... 319

5 25% senies B mandatonly redeemable convertible, $1,000 par value

1ssued, 540,690 and 513,211 at redemption value . . .. .. B
Class A special common stock, 31 par value - authonized,

500,000,000 shares; 1ssued, 328,630,366 and 317,025,969 .
Class A common stock, $1 par value - authonzed,

200,000,000 shares; 1ssued, 31,690,063 and 31,793,487
Class B common stock, $1 par value - authorized,

50,000,000 shares; issued, 9,444,375 and 8,786,250 ........
Addittonal capital ... .. ... oL Lol Loo0 ool
Accumulated defictt ... .. .o . ..
Unrealized gains on marketable secunnes e e e
Cumulative translation adjustments . . e e e

Total stockholders' equaity ... .. . ..... .....

See notes to consolidated financial statements.

....... e 5407
3286

..... e e 3t
............... 94
............ 3,311.3
.......... (1,488.2)
e e 1,049.5
.......... 02
..... 3,815.3

$14,8174

=30 -

December 31,

1997

34091
163.9

439.6
3099

155.9

1,478.4

1,235.8

3,689 5
(1,205.9)

2,483 6

4,8479

3,089.5

79374

(1,808.4)
6,129.0

_S11.3268

$1,095.4
72.2
133.6

132.3

__14%3

5,334.1

1,849 5

1,031.8

314

513.2
317.0
31.8
88
3,030.6

(2,415 9)
140.7

(11 6)

1,646.5

$11,326.8



COMCAST CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OPERATIONS
(Amounts in millions, except per share data)

REVENUES
Service income . e
Net sales from electronic retathng .. ......

COSTS AND EXPENSES
Operating ..  ..... ........ .. ... . .
Cost of goods sold from electronic retallmg e ce
Selling, general and adminsstrative . .. ....... ... e
Depreciation . .. . . e Ceee e
Amortization . .........a..... e e e

OPERATING INCOME .. e L e

OTHER (INCOME) EXPENSE
Interest expense .. RN
Investment income . S L
Equuty tn net losses of affiliates . ....... C e e
Gain from equity offering of affiliate .. .. ... ....
Other . ..

INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE
INCOME TAX EXPENSE, MINORITY INTEREST AND
EXTRAORDINARY ITEMS . .. . .... ... ......

INCOME TAX EXPENSE ....... e e

INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE
MINORITY INTEREST AND EXTRAORDINARY ITEMS .... .....
MINORITY INTEREST . e

INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE
EXTRAORDINARYITEMS . ... .. ... ... .. ... ...

LOSS FROM DISCONTINUED OPERATIONS, net of income tax
benefit of $19.1 million, $14 8 million and $24.6 million .............

INCOME (LOSS) BEFORE EXTRAORDINARY ITEMS . ...........
EXTRAORDINARY ITEMS e e e e

NETINCOME (LOSS) ........ .. .. e
PREFERRED DIVIDENDS R C e .

NET INCOME (LOSS) FOR COMMON STOCKHOLDERS ...... ...

BASIC EARNINGS (LOSS) FOR COMMON STOCKHOLDERS
PER COMMON SHARE
Income (loss) from continuing operations before extraordinary items
Loss from discontinued operations . . . ..................
Extraordinary items ... . . ...... C e e

Net income (loss) . .

BASIC WEIGHTED AVERAGE NUMBER OF
COMMON SHARES OUTSTANDING . e e

DILUTED EARNINGS (LOSS) FOR COMMON STOCKHOLDERS
PER COMMON SHARE
income (loss) from continuing operations before extraordinary items . ..
Loss from discontinued operations . . ... ...... ... ... ...
Extraordinary items .... ... ... ool Lol

Net income (loss) .. .. . . RN e e

DILUTED WEIGHTED AVERAGE NUMBER OF
COMMON SHARES OUTSTANDING ........ o

See notes to consolidated financial statements.
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$2,742.6

2,402.7
51453

1,410.3
1,462.0
776.3
463.9

4757
4,588.2

557.1

466 7
(1,828.0)
5159
(157 8)
2.9

(1,000.3)

1,557 4

594.0

963.4

(44.3)

1,007.7

314

976 3

4.2)

972.1

(29.1)
$943.0

$2.67
(.09

(01)
$2.57

366 5

$2 50
(.08)
(01

$2.41

403.0

Year Ended December 31,

1997
$2,385.2
2,082.5
4,467 7

1,204.1
1,270.2
700.3
404.1
4224
4,001 1
466 6
458 9
(149.4)
343.8
a7
9.7

653.3

(188.7)
70.4

(259.1)
(76.2)

(182.9)

256

(208.5)
(30.2)

(238.7)
(14.8)

($253.5)

(5.58)
(08)
(.09

($.75)

339.0

(8.58)
(.08)
(09)

(3.75)

339.0

1996

$1,776.5

1,835 8
3,612.3

9118
11142
5393
2592
3219

3,146.4

465.9

448 4
(1200)
144 8
(40 6}

(21 3)
4113

546

109 0

(54 4)

(48.0)

(64)

46.1

(52.5)

(1.0)

(33.5)

0.7)
($54.2)

(302)
19

(5.21)

247.6

(3 02)
(.19)

(5.21)

247 6



COMCAST CORPORATION AND SUBSIDIARITES

CONSOLIDATED STATEMENT OF CASH FLOWS
(Dollars in millions)

OPERATING ACTIVITIES
Net income (loss)
Adjustments to reconcile net income (1055) to net cash pr0v1ded
by operating activities from continuing operations:

Depreciation . . .. ..... ..... e .
Amortization ..... ......... .... el e
Non-cash interest expense, net . . e
Equity in net losses of affiliates ..  ...... ..
Gain from equity offening of affiliate . .
Gains on investments, net . . e e e
Minority interest ...... ........
Loss from discontinued operations
Extraordinary 1tems .. .
Deferred income taxes and other e e

Changes 1n working capital

Net cash provided by operating activities from
continuing operations  .... ... . .....o0.. e

FINANCING ACTIVITIES
Proceeds from borrowings ... .. . ... ... ... ...
Retirement and repayment of debt R e
Issuance of preferred stock . . C e e
Issuances (repurchases) of common stock net . ........ ..
Dividends . .. ... e e e C
Deferred financing costs . ... ..... - e
Other o .. e RPN P

Net cash provided by (used ) financing activities from
conunuing operations .. ... .. ... ...

INVESTING ACTIVITIES
Acquisitions, net of cash acqutred .. ........ e e
Proceeds from sales of short-term investments, net el
Caputal contributions to and purchases of investments . ......
Proceeds from sales of and distributions from investments . .
Proceeds from investees’ repayments of loans
Capital expenditures . ... .. e e e
Sale of subsidiary, netof cashsold .... ... .. ... ..... .
Additions to deferred charges ... R Co .
Other ... .... . ....... e

Net cash used tn investing activities from continuing operations .

INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS ~ CONTINUING OPERATIONS .

CASH AND CASH EQUIVALENTS, beginning of year . .. ..

CASH AND CASH EQUIVALENTS, end of year

See notes to consolidated financial statements.
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1998

$972.1

4639
475.7
29.2
5159
(157 8)
(1,758 5)
(44 3)
314
42

418.2

950.0

129.7

1,079.7

1,938.0
(1,113 4)

28.9

(36.0)

(16.3)
80

809.2

(309.7)
1459
(202 1)

236

747
(898.9)
(140.4)
(108.4)

(12.0)

(1,427.3)

461.6

409.1

38707

Year Ended December 31,

1997
($238.7)

404 1
422.4

323

3438

7N

(81.0)

(76.2)

25.6

30.2

(40.6)

814.2
41.1

855.3

1.951.1
(2,586.6)
500.0
470.2
(34.0)
(16.9)
0.1

283.9

(170.1)
45.6

(268.7)
171.1
30.6

(795.5)

(58.8)
(10.7)

(1,056.5)

82.7

326.4

$409.1

1996

($535)

2592
321.9

16.8
144 8
(406)
69.2)
(48.0)

644.5

6575
(5592)

(175.9)
(26.8)
5.0

21.4

(88.0)

(24 8)
2102
(475.4)
165.1

(554.4)

(38.0)

(32.2)

{749.5)

(193.0)

519.4

$326.4



COMCAST CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY (DEFICIENCY)
(Dollars in millions, except per share data)

Accumulated Other
Comprehensive Income (Loss)

Unrealized
Preferred Stock Common Stock Gams on  Cumulative
Series Series Class A Additional Accumulated Marketable Translation
A B Special  Class A Class B Capital Deficit Securities Adjustments Total
BALANCE, JANUARY 1,1996 . ... .. § $ $192.8 $377 $8.8 $843.1 (31,914 3) $22.2 (518.0) ($8277)
Comprehensive income (loss):
Netloss ........ ... ... ... (53.5)
Unrealized losses on marketable
secunties, net of deferred taxes
of (§119) . . . 2.1
Cumulative lransl:mon adjustmems 12.0

Total comprehensive loss . (63.6)
[ssuance of common stock 97.2 1,526.3 1,6235
Issuance of preferred stock . 319 319
Exercise of options ... . 02 02 30 34
Retirement of common slock 6.9) 39 41.4) (133.2) (1854)
Cash dividends, common,

$0933 pershare..... ... (26.1) 26 1)
Cash dividends, Series A preferred . on 0N
Unrecognized gain on issuance of
common stock of a subsidiary 11.6 116
Temporary equity related to put opttons . (17.5) (17.5)
Proceeds from sales and extensions of
put options ....... 2.2 22
BALANCE, DECEMBER 31,199 ..... 31.9 2833 340 88 2,326.6 (2,1271) 0.1 (6.0) 551 6
Comprehensive income (loss).
Netloss . . . .... .. ..... (238.7)
Unrealized gains on marketable
secunties, net of deferred taxes
of $758 . . 1406
Curnulative translation adJustmems (5.6)

Total comprehensiveloss ..... ..... .. (103 7)
Issuance of common stock ... ... 249 475.4 500.3
Issuance of preferred stock 500.0 5000
Exercise of options . .. 10 14.8 158
Conversion of convertible subordmated

debt to common stock .... ...... 84 2101 2185
Reurement of common stock .. .... .. (0.6) 2.2) (22.3) (17.7) (42 8)
Cash dividends, common,

$.0933 per share 32.4) (32.4)
Cash dividends, Series A prefen'ed (1.6} (16)
Senes B preferred dividends . .. 132 (13.2)

Temporary equity related to put options 382 38.2
Proceeds from sales and extensions of

put options 2.6 2.6

BALANCE, DECEMBER 31, 1997 319 5132 3170 31.8 8.8 3,030.6 (2,415.9) 140.7 (11.6) 1,646.5

Comprehens:ve income-

Net income . . 972.1
Unrealized gains on marketable securities,

net of deferred taxes of $489.4 . 908 8
Cumulative translation adjustments . i1.8

Total comprehensive income . . . 1,892.7
Conversion of convertible subordmated

debt to common stock . . 104 3472 3576
Exercise of options . . e e 1.4 06 338 358
Retirement of common stock ...... 02 on (26) (10.0) (12.9)
Cash dividends, common, $.0933 per share (34 4) (34 4)
Cash dividends, Senes A preferred . .. (16) (16)
Senes B preferred dividends . . e 27.5 (27.5)

Temporary equity related to put options (79.8) (79 8)
Proceeds from sales of put options ... 11.4 114
BALANCE DECEMBER 31, 1998 . . _$319 $540.7 328.6 $31.7 $9.4 833115 ($1.488.2) §1,049.5 $0.2 _$3.8153

See notes to consolidated financial statements.
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COMCAST CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1998, 1997 AND 1996

1. BUSINESS

Comcast Corporation and its subsidiaries (the “Company”) is principally engaged in the development, management
and operation of broadband cable networks and the provision of programming content.

Cable communications includes cable and telecommunications services in the United States (“US"). The Company's
consolidated cable operations served approximately 4.5 million subscribers and passed approximately 7.4 million
homes as of December 31, 1998.

Programming content is provided through the Company’s consolidated subsidiaries, QVC, Inc. (“QVC"), E!
Entertainment Television, Inc. (“E! Entertainment”) and Comcast SportsNet (see Note 3), and other investments,
including The Golf Channel, Speedvision and Outdoor Life. Through QVC, the Company markets a wide variety
of products and is available to, on a full and part-time basis, over 70 million homes in the US, over 7.3 million
homes in the United Kingdom (“UK”) and over 14 million homes in Germany. E! Entertainment is an
entertainment-related news and information service with distribution to approximately 53 million customers as of
December 31, 1998. Comcast SportsNet is a regional sports programming network which provides sports related
programming to approximately 2.6 million viewers in the Philadelphia region.

In January 1999, the Company agreed to sell its indirect wholly owned subsidiary, Comcast Cellular Corporation
(**Comcast Cellular™), to SBC Communications, Inc. for approximately $400 million in cash and the assumption
of approximately $1.3 billion of Comcast Cellular debt. As of December 31, 1998, Comcast Cellular provides
telephone communications services pursuant to licenses granted by the Federal Communications Commission
(“FCC”) to more than 829,000 subscribers in and around the City of Philadelphia, the State of Delaware and a
significant portion of the State of New Jersey. Revenues for Comcast Cellular were $455.2 million, $444.9 million
and $426.1 million for the years ended December 31, 1998, 1997 and 1996, respectively. The sale of Comcast
Celluiar is expected to close in the third quarter of 1999 subject to the receipt of all necessary regulatory and other
approvals. The results of operations of Comcast Cellular have been presented as a discontinued operation in
accordance with Accounting Principles Board (“APB’") Opinion 30, “Reporting the Results of Operations -
Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently
Occurring Events and Transactions.”

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND OTHER ITEMS

Basis of Consolidation

The consolidated financial statements include the accounts of the Company and all wholly owned or controlled
subsidiaries. All significant intercompany accounts and transactions among consolidated entities have been
eliminated.

Management's 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 those estimates.

Fair Values

The estimated fair value amounts presented in these notes to consolidated financial statements have been
determuned by the Company using available market information and appropriate methodologies. However,
considerable judgment is required in interpreting market data to develop the estimates of fair value. The estimates
presented herein are not necessarily indicative of the amounts that the Company could realize in a current market
exchange. The use of different market assumptions and/or estimation methodologies may have a material effect on
the estimated fair value amounts. Such fair value estimates are based on pertinent information available to
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COMCAST CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1998, 1997 AND 1996 (Continued)

management as of December 31, 1998 and 1997, and have not been comprehensively revalued for purposes of these
consolidated financial statements since such dates.

Cash Equivalents

Cash equivalents consist principally of US Government obligations, commercial paper, repurchase agreements and
certificates of deposit with maturities of three months or less when purchased. The carrying amounts of the
Company's cash equivalents approximate their fair values.

Inventories — Electronic Retailing
Inventories, consisting primarily of products held for sale, are stated at the lower of cost or market. Cost is
determuned by the average cost method, which approximates the first-in, first-out method.

Investments
Investments consist principally of equity securities and US Government obligations, commercial paper, repurchase
agreements and certificates of deposit with maturities of greater than three months when purchased.

Investments in entities 1n which the Company has the ability to exercise significant influence over the operating
and financial policies of the investee and investments in partnerships which are not controlled by the Company are
accounted for under the equity method. Equity method investments are recorded at original cost and adjusted
periodically to recognize the Company's proportionate share of the investees' net income or losses after the date of
investment, additional contributions made and dividends received. The differences between the Company's recorded
investments and its proportionate interests in the book value of the investees' net assets are being amortized to
equity in net income or loss, primarily over a period of 20 years, which is consistent with the estimated lives of the
underlying assets.

Unrestricted publicly traded investments are classified as available for sale and recorded at their fair value, with
unrealized gains or losses resulting from changes in fair value between measurement dates recorded as a component
of other comprehensive income.

Restricted publicly traded investments and investments in privately held companies are stated at cost, adjusted for
any known diminution in value.

Property and Equipment
Property and equipment are stated at cost. Depreciation is provided by the straight-line method over estimated
useful lives as follows:

Bu:ldings and improvements . ................. 8-40 years
Operating facilities ......................... 5-20 years
Otherequipment .............. ... .coovunn. 2-10 years

Improvements that extend asset lives are capitalized; other repairs and maintenance charges are expensed as
incurred. The cost and related accumulated depreciation applicable to assets sold or retired are removed from the
accounts and the gain or loss on disposition is recognized as a component of depreciation expense.

Deferred Charges

Franchise and license acquisition costs are amortized on a straight-line basis over their legal or estimated useful
lives of 3 to 40 years. The excess of cost over the fair value of net assets acquired is being amortized on a straight-
line basis over estimated useful lives of 20 to 40 years.
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COMCAST CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1998, 1997 AND 1996 (Continued)

Valuation of Long-Lived Assets

The Company periodically evaluates the recoverability of its long-lived assets, including property and equipment
and deferred charges, using objective methodologies. Such methodologies include evaluations based on the cash
flows generated by the underlying assets or other determinants of fair value.

Foreign Currency Translation

Assets and liabilities of the Company's foreign subsidiaries, where the functional currency is the local currency,
are translated into US doillars at the December 31 exchange rate. The related translation adjustraents are recorded
as other comprehensive income. Revenues and expenses are translated using average exchange rates prevailing
during the year. Foreign currency transaction gains and losses are included in other (income) expense.

Revenue Recognition

Service income is recognized as service is provided. Credit risk is managed by disconnecting services to cable
customers who are delinquent. Net sales from electronic retailing are recognized at the time of shipment to
customers. The Company’s policy is to allow customers to return merchandise for credit up to thirty days after date
of shipment. An allowance for returned merchandise is provided as a percentage of sales based on historical
experience. The return provision was approximately 21% of gross sales for each of the years ended December 31,
1998, 1997 and 1996.

Stock-Based Compensation

The Company accounts for stock-based compensation in accordance with APB Opinion Ne. 25, “Accounting for
Stock Issued to Employees,” and related interpretations, as permitted by Statement of Financial Accounting
Standards (“SFAS™) No. 123, “Accounting for Stock-Based Compensation.” Compensation expense for stock
options is measured as the excess, if any, of the quoted market price of the Company's stock at the date of the grant
over the amount an employee must pay to acquire the stock. Compensation expense for restricted stock awards is
recorded annually based on the quoted market price of the Company's stock at the date of the grant and the vesting
period. Compensation expense for stock appreciation rights is recorded annually based on the changes in quoted
market prices of the Company's stock or other determinants of fair value at the end of the year (see Note 6).

Postretirement and Postemployment Benefits
The estimated costs of retiree benefits and benefits for former or inactive employees, after employment but before
retirement, are accrued and recorded as a charge to operations during the years the employees provide services.

Investment Income

Investment income includes interest income and gains, net of losses, on the sales of marketable securities and long-
term investments. Gross realized gains and losses are recognized using the specific identification method (see Note
4). Investment income also includes impairment losses resulting from adjustments to the net realizable value of
certain of the Company's long-term investments.

Capitalized Interest

Interest is capitalized as part of the historical cost of acquiring qualifying assets, including investments in equity
method investees while the investee has activities in progress necessary to commence its planned principal
operations. Capitalized interest for the years ended December 31, 1997 and 1996 was $18.0 million and $32.1
million, respectively.

Income Taxes

The Company recognizes deferred tax assets and liabilities for temporary differences between the financial
reporting basis and the tax basis of the Company's assets and liabilities and expected benefits of utilizing net
operating loss carryforwards. The impact on deferred taxes of changes in tax rates and laws, if any, applied to the
years during which temporary differences are expected to be settled, are reflected in the consolidated financial
statements in the period of enactment.
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Derwvative Financial Instruments

The Company uses derivative financial instruments, including interest rate exchange agreements (“Swaps’), interest
rate cap agreements (“Caps”) and interest rate collar agreements (*“Collars™) to manage its exposure to fluctuations
in interest rates and common stock option contracts to manage its exposure to fluctuations in the price of its Class
A Special Common Stock (“Comcast Put Options™). The Company also enters into call options on certain of its
equity investments (“Covered Call Options™).

Swaps, Caps and Collars are matched with either fixed or variable rate debt and periodic cash payments are accrued
on a settlement basis as an adjustment to interest expense. Any premiums associated with these instruments are
amortized over their term and realized gains or losses as a resuit of the termination of the instruments are deferred
and amortized over the remaining term of the underlying debt. Unrealized gains and losses as a result of these
instruments are recognized when the underlying hedged item is extinguished or otherwise terminated.

Proceeds from sales of Comcast Put Options are recorded in stockholders’ equity and an amount equal to the
redemption price of the common stock 1s reclassified from permanent equity to temporary equity. Subsequent
changes in the market value of Comcast Put Options are not recorded. Covered Call Options are marked to market
on a current basis in the Company’s consolidated statement of operations.

Those instruments that have been entered into by the Company to hedge exposure to interest rate risks are
periodically examined by the Company to ensure that the instruments are matched with underlying liabilities, reduce
the Company’s risks relating to interest rates and, through market value and sensitivity analysis, maintain a high
correlation to the interest expense of the hedged item. For those istruments that do not meet the above criteria,
variations in their fair value are marked-to-market on a current basis in the Company’s consolidated statement of
operations.

The Company does not hold or 1ssue any derivative financial instruments for trading purposes and is not a party
to leveraged instruments (see Note 5). The credit risks associated with the Company's derivative financial
instruments are controlled through the evaluation and monitoring of the creditworthiness of the counterparties.
Although the Company may be exposed to losses in the event of nonperformance by the counterparties, the
Company does not expect such losses, if any, to be significant.

Sale of Stock by a Subsidiary or Equity Method Investee

Changes 1n the Company's proportionate share of the underlying equity of a consolidated subsidiary or equity
method 1nvestee which result from the issuance of additional securities by such subsidiary or investee are
recognized as gains or losses 1n the Company's consolidated statement of operations unless gain realization is not
assured 1n the circumstances. Gains for which realization 1s not assured are credited directly to additional capital.

New Accounting Pronouncement

In June 1998, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 133, “Accounting for
Derivative Instruments and Hedging Activities.” This statement, which establishes accounting and reporting
standards for derivatives and hedging activities, is effective for fiscal years beginning after June 15, 1999. Upon
the adoption of SFAS No. 133, all derivatives are required to be recognized in the statement of financial position
as either assets or liabilities and measured at fair value. The Company is currently evaluating the impact the
adoption of SFAS No. 133 will have on 1ts financial position and results of operations.

Earnings (Loss) for Common Stockholders Per Common Share

Earnings (loss) for common stockholders per common share 1s computed by dividing net income (loss), after
deduction of preferred stock dividends, when applicable, by the weighted average number of common shares
outstanding during the period on a basic and diluted basis. The following table reconctles the numerator and
denominator of the computations of diluted earnings (loss) for common stockholders per common share (“*Diluted
EPS”) for the years ended December 31, 1998, 1997 and 1996, respectively.
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(Amounts in millions, except per share data)

Year Ended
December 31,
1998 1997 1996
Net income {loss) for common stockholders .............. $943.0 ($253.5) ($54.2)
Dulutive secunties effect on net income (loss) for common
stockholders . .. ... ... ... ... L. .. 1.0
Preferreddividends ........... .. ... ... ... . . .. .. .... 29.1
Net income (loss) for common stockholders used for
Diluted EPS . ... .. . e $973.1 ($253.5) ($54.2)
Weighted average number of common shares outstanding . . . 366.5 339.0 247.6
Dilutive securities:
1 1/8% discount convertible subordinated debentures,
redeemed March 1998 .. ........ ... ... ... ... 2.5
Series A and B convertible preferred stock ......... 22.6
Stock option and restricted stock plans ............ 114
Diluted weighted average number of common shares
outstanding . ... ... 403.0 339.0 247.6
Diluted earnings (loss) for common stockholders per
COMMON ShAIe .. ... ... it i e $2.41 (3.75) $.21)

Put options sold by the Company on 2.75 million shares of its Class A Special Common Stock (see Note 6) were
outstanding during the year ended December 31, 1998 but were not included in the computation of Diluted EPS
as the options’ exercise price was less than the average market price of the Company’s Class A Special Common
Stock during the period.

For the years ended December 31, 1997 and 1996, the Company’s potential common shares ot 53.2 million shares
and 42.9 miilion shares have an antidilutive effect on loss for common stockholders per common share and,
therefore, have not been used in determining the total weighted average number of common shares outstanding.

Reclussifications
Certain reclassifications have been made to the prior years' consolhidated financial statements to conform to those
classitications used in 1998.

3. ACQUISITIONS AND OTHER SIGNIFICANT EVENTS

Acqusition of Greater Philudelphia Cablevision

In February 1999, the Company agreed to acquire Greater Philadelphia Cablevision, Inc., a subsidiary of Greater
Media, Inc. that operates u cable system serving approximately 79,000 subscribers in Philadelphia, Pennsylvania.
The Company will 1ssue approximately 4.2 million shares of its Class A Special Common Stock to complete the
acquisition. The acquisition is expected to close 1n the fourth quarter of 1999, subject to receipt of all necessary
regulatory and other approvals.
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Sale of Primestar

As of December 31, 1998, the Company owns a 9.5% interest in Primestar, Inc. (“Primestar”). Primestar acquires,
originates and provides television programming services delivered by satellite through a network of distributors.
In January 1999, Primestar announced the sale of its direct broadcast satellite service to Hughes Electronics
Corporation (a division of General Motors Corporation and the parent company of DirecTV, a direct broadcast
satellite service) (““Hughes Electronics”) for approximately $1.8 billion in cash and stock. The sale of Primestar to
Hughes Electronics is subject to the consent of certain Primestar lenders and the receipt of necessary regulatory
and other approvals.

Investment in Prime Communications

In December 1998, the Company agreed to invest in Prime Communications LLC (“Prime”), a cable television
operator with cable communications systems serving approximately 430,000 subscribers. During the fourth quarter
of 1998, the Company acquired a $50 million 12.75% subordinated note due 2008 from Prime. In addition, under
the terms of the agreement, the Company will lend Prime approximately $735 million in the form of a 6% ten year
note, expected to occur in the third quarter of 1999. In return, the Company will receive a convertible note giving
the Company the right to acquire 90% of Prime. The note cannot be converted until the build out of certain of
Prime’s cable systems is complete and regulatory and other approvals are obtained, which is expected to occur in
the third quarter of 2002. Upon conversion of the note, the Company expects to assume approximately $550 million
of Prime debt. The Company will have the option to acquire the remaining 10% interest in Prime for approximately
$82 million, plus accrued interest at 7% per annum.

Sale of Sprint PCS

The Company, Tele-Communications, Inc. (“TCI”), Cox Communications, Inc. (*Cox,” and together with the
Company and TCI, the “Cable Partners™) and Sprint Corporation (“Sprint”) engaged in the wireless commun-
ications business through a limited partnership known as “Sprint PCS.”

In November 1998, Sprint assumed ownership and management control of Sprint PCS and issued a new class of
Sprint stock (the “Sprint PCS Stock™) to track the performance of Sprint's combined wireless operations. In
exchange for its 15% interest in Sprint PCS, the Company received approximately 47.2 million shares of
unregistered Series 2 Sprint PCS common stock, 61,726 shares of Sprint PCS preferred stock (convertible into
approximately 2.0 million shares of unregistered Series 2 Sprint PCS common stock) and a warrant to purchase
approximately 3.0 million shares of unregistered Series 2 Sprint PCS common stock at $24.02 per share. As aresult
of the exchange, the Company recognized a pre-tax gain of $758.5 million during the fourth quarter of 1998
representing the difference between the fair value of the Sprint PCS common stock, convertible preferred stock and
warrant, and the Company’s basis in Sprint PCS. This gain is included in investment income in the Company’s
consolidated statement of operations. The Company has registration rights, subject to customary restrictions, which
wiil allow the Company to sell the Sprint PCS Stock received. As of December 31, 1998, the Company has
recorded its investment in Sprint PCS at its estimated fair value.

The Sprint PCS Stock is divided into three categories: (i) Series 1 (one vote per share) to be held by the public, (ii)
Series 2 (1/10 vote per share other than in class votes) to be held by the Cable Partners, and (iii) Series 3 (one vote
per share) to be held by two of Sprint’s major shareholders. The Cable Partners have registration rights, subject to
customary restrictions, that, if used, would permit the monetization of their Sprint PCS holdings through equity
offerings or derivatives. If the Series 2 shares are transferred by a Cable Partner, the transferred shares become full
vote Series 1 shares.

Sale of Comcast UK Cable

In October 1998, the Company received approximately 4.8 million shares of unregistered NTL Incorporated
(“NTL”) common stock, an alternative telecommunications company in the UK, in exchange for all of the shares
of Comcast UK Cable Partners Limited (‘“Comcast UK Cable™), a consolidated subsidiary of the Company, held
by the Company (the “NTL Transaction™). As a result of the exchange, the Company recognized a pre-tax gain of
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$148.3 million during the fourth quarter of 1998, representing the difference between the fair value of the NTL
common stock received and the Company’s basis in Comcast UK Cable. Such gain is included in investment
income in the Company’s consolidated statement of operations. Certain conditions agreed to in the NTL
Transaction restrict the Company’s ability to sell the NTL common stock received for a period of 150 days after
the closing of the NTL Transaction. As of December 31, 1998, the Company has recorded its investment in NTL
at its estimated fair value.

AT&T Acquisition of Teleport

JWW{&J merged with Teleport Communications Group Inc. (“Teleport™) with AT&T
as the surviving corporation (the “AT&T Transaction™). Upon closing of the AT&T Transaction, the Company
received approximately 24.2 million shares of unregistered AT&T common stock in exchange for the approximately
25.6 million shares of Teleport Class B Common Stock held by the Company (see Note 4). As a result of the
exchange, the Company recognized a pre-tax gain of $1.092 billion during the third quarter of 1998, representing
the difference between the fair value of the AT&T stock received and the Company’s basis in Teleport. Such gain
is included in investment income in the Company’s consolidated statement of operations. The Company has
registration rights, subject to customary restrictions, which allow the Company to effect a registration of the AT&T

shares received. As of December 31, 1998, the Company has recorded its investment in AT&T at its estimated fair
alue.

Acquisition of Jones Intercable

In May 1998, the Company agreed to purchase from BCI Telecom Holding (“BTH”) 6.4 million Class A Common
Shares in Jones Intercable, Inc. (“Jones Intercable™), and a 49% interest in the BTH subsidiaries which were to
continue to own BTH’s remaining 6.4 million shares of Jones Intercable Class A Common Stock. At the same time,
the Company agreed to acquire approximately 2.9 million shares of Common Stock of Jones Intercable (the
“Control Shares™), if and when acquired by BTH from affiliates of Jones Intercable’s controlling shareholder under
an existing option (the “Control Option”) to acquire such shares (which absent extraordinary circumstances would
not have been exercisable until December 2001). The Company was to purchase the remaining 51% of the BTH
subsidiaries when the Control Shares were acquired. The Company, BTH, Jones Intercable and Jones Intercable’s
controlling shareholder agreed in August 1998 to accelerate the Control Option to permit its early exercise and the
early closing of the transactions with BTH. At closing (expected to occur in the first half of 1999, subject to the
receipt of required regulatory approvals), the Company will pay BTH a total of $500 million in cash to acquire the
12.8 million shares of Jones Intercable Class A Common Stock and $200 million in cash to acquire the Control
Shares. After closing, the Company will controt approximately 37% of the economic and 47% of the voting interest
in Jones Intercable. In addition, the Control Shares will represent shares having the right to elect approximately
75% of the Board of Directors of Jones Intercable. The transaction will be funded either with new borrowings, with
available borrowings under existing lines of credit or by other means. Jones Intercable is a public company, which
upon closing of certain pending transactions, will own or manage cable operations serving approximately 1.0
million customers.

E! Entertainment

On March 31, 1997, the Company, through Comcast Entertainment Holdings LLC (the “LL.C"), which is owned
50.1% by the Company and 49.9% by The Walt Disney Company (“Disney”), purchased a 58.4% interest in E!
Entertainment from Time Warner, Inc. (“Time Warner”) for $321.9 million (the “E! Acquisition”). The E!
Acquisition was funded by cash contributions to the LL.C by the Company and Disney of $132.8 million and $189.1
million, respectively. In connection with the E! Acquisition, the Company contributed its 10.4% interest in E!
Entertainment to the LLC. To fund the cash contribution to the LLC, the Company borrowed $132.8 million from
Disney in the form of two 10-year, 7% notes (the “Disney Notes”).

In December 1997, the LLC acquired the 10.4% interest in E! Entertainment held by Cox for $57.1 million. The
acquisition was funded by cash contributions to the LLC by the Company and Disney of $28.6 million and $28.5
million, respectively. As of December 31, 1998 and 1997, the LLC owns a 79.2% interest in E! Entertainment.
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The Company accounted for the acquisitions under the purchase method and E! Entertainment was consolidated
with the Company effective March 31, 1997.

Microsoft Investment

In June 1997, the Company and Microsoft Corporation (‘“‘Microsoft”) completed a Stock Purchase Agreement.
Microsoft purchased and the Company issued approximately 24.6 million shares of the Company’s Class A Special
Common Stock at $20.29 per share, for $500.0 million and 500,000 shares of the Company’s newly issued 5.25%
Series B Mandatorily Redeemable Convertible Preferred Stock, par value $1,000 per share (the “Series B Preferred
Stock™), for $500.0 million (see Note 6).

Scripps Cable

In November 1996, the Company acquired the cable television operations (“Scripps Cable™) of The E.W. Scripps
Company (“E.W. Scripps”) in exchange for approximately 93.0 million shares of the Company's Class A Special
Common Stock, valued at $1.552 billion (the “Scripps Acquisition™). The Company accounted for the Scripps
Acquisition under the purchase method and Scripps Cable was consolidated with the Company effective November
1, 1996. As the consideration given 1n exchange for Scripps Cable was shares of Class A Special Common Stock,
the Scripps Acquisition had no significant impact on the Company's consolidated statement of cash flows.

Comcast-Spectacor

In July 1996, the Company completed its acquisition (the “Sports Venture Acquisition”) of a 66% interest in the
Philadelphia Flyers Limited Partnership, a Pennsylvania limited partnership (“PFLP”), the assets of which, after
giving effect to the Sports Venture Acquisition, consist of (i) the National Basketball Association (“NBA”)
franchise to own and operate the Philadelphia 76ers basketball team and related assets (the “Sixers”), (ii) the
National Hockey League (“NHL”) franchise to own and operate the Philadelphia Flyers hockey team and related
assets, and (iii) two adjacent arenas, leasehold interests in and development rights related to the land underlying
the arenas and other adjacent parcels of land located in Philadelphia, Pennsylvania (collectively, the “Arenas’™).
Concurrent with the completion of the Sports Venture Acquisition, PFLP was renamed Comcast Spectacor, L.P.
(“Comcast-Spectacor”).

The Sports Venture Acquisition was completed in two steps. In April 1996, the Company purchased the Sixers for
$125.0 million in cash plus assumed net liabilities of $11.0 million through a partnership controlled by the
Company. To complete the Sports Venture Acquisition, in July 1996, the Company contributed its interest in the
Sixers, exchanged approximately 3.5 million shares of the Company's Class A Special Common Stock and 6,370
shares of the Company's newly issued 5% Series A Convertible Preferred Stock (the “Series A Preferred Stock™)
(see Note 6), and paid $15.0 million in cash for its current interest in Comcast-Spectacor. The remaining 34%
interest in Comcast-Spectacor is owned by a group, including the former majority owner of PFLP, who also
manages Comcast-Spectacor (the “Minority Group™). In connection with the Sports Venture Acquisition, Comcast-
Spectacor assumed the outstanding liabilities relating to the Sixers and the Arenas, including a mortgage and other
obligations of $155.0 million. The issuance of the Series A Preferred Stock and the Class A Special Common Stock
in the Sports Venture Acquisition had no impact on the Company's consolidated statement of cash flows due to their
non-cash nature. '
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4. INVESTMENTS

December 31,
1998 1997
(Dollars tn millions)
Equitymethod . ....... ... ... ... ... .. ... ... $11.1 $839.1
Fairvaluemethod ................ ... ... ... ... 4,170.0 346.5
Costmethod . ......... . . ... i, 74.7 214.1
Total investments . . ............c..oouuu... 4,255.8 1,399.7
Less, current investments ... .......vueueurennenennn. 3,653.4 163.9
NoOn-current INVESUMENES . . . .. ..vvvree et enenenennn. $602.4 $1,235.8

Equiry Method

The Company records its proportionate interests in the net income (loss) of substantially all of its equity method
investees three months in arrears. As of December 31, 1997, the Company held interests representing less than 20%
of the total outstanding ownership interests in certain of its equity method investees. The equity method of
accounting was utilized for these investments based on the type of investment (e.g. general partnership interest),
board representation, participation in a controlling investor group, significant shareholder rights or a combination
of these and other factors. The Company's recorded investments exceed its proportionate interests in the book value
of the investees' net assets by $82.3 million as of December 31, 1998 (primarily related to the investment in The
Golf Channet). Such excess is being amortized to equity in net income or loss, primarily over a period of twenty
years, which is consistent with the estimated lives of the underlying assets. The original cost of investments
accounted for under the equity method totaled $215.3 million and $1.424 billion as of December 31, 1998 and
1997, respectively. Summarized financial information for the Company's equity method investees for 1998, 1997
and 1996 is as follows (dollars in millions).
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Year Ended December 31, 1998:

Combined Results of Operations
Revenues, net

Operating, selling, general and
administrative expenses . .........
Depreciation and amortization
Operatingloss ...................
Net loss (a)

Company's Equity in Net Loss
Equity in current pertod net loss . .. ..

Amortization expense .............

Total equity in net loss

Year Ended December 31, 1997:

Combined Results of Operations
Revenues, net

Operating, selling, general and
admunistrative expenses . .........
Depreciation and amortization
Operatingloss ...................
Net loss (a)

Company's Equity in Net Loss
Equity in current period net loss . . . ..

Amortization expense

Total equity in net loss

Year Ended December 31, 1996:

Combined Results of Operations
Revenues, net
Operating, selling, general and

administrative expenses . .........
Depreciation and amortization
Operating loss
Net loss (a)

Company's Equity in Net Loss
Equity in current period net loss . . . ..

Amortization income (expense)

Total equity in net loss

(a) see footnote (1) on page 44.

Spnnt UK Comcast
PCS Teleport Investees  Spectacor Other Combined
$1,136.5  $605.8  $197.8 $638.6 $2,578.7
2,587.6 558.7 153.3 653.8 39534
749.5 163.4 69.7 69.1 1,051.7
(2,200.6) (116.3) (25.2) (84.3) (2.4264)
(2,572.8)  (190.6) (78.8) (134.2) (2,976.4)
($385.9)  ($27.2) ($28.9) ($66.4) ($508.4)
(3.5) (0.5) (3.5) (7.5)
(3389.4) (827.2) ($29.4) ($69.9) (8$515.9)
$111.5 %4313  $1975 $1408  $7439 $1,625.0
959.4 398.5 168.4 117.9 820.9 2,465.1
194.2 133.9 76.0 46.5 66.2 516.8
(1,042.1)  (10L.1) (46.9) (23.6) (143.2) (1,356.9
(1,187.3)  (192.9) (92.2) (39.6) (189.3) (1,701.3)
(3178.1)  ($30.5)  (834.6)  (326.2)  (365.3) ($334.7)
(1.5) (0.2) (0.6) (5.4) (1.4) (9.1)
($179.6) (330.7)  ($35.2) ($31.6) (366.7) (3343.8)
$0.1  $1929  $155.2 $440.0  $788.2
208.0 180.9 140.9 486.0 1,015.8
1.9 57.2 57.6 60.0 176.7
(209.8) {45.2) (43.3) (106.0)  (404.3)
(344.9) (84.8) (72.2) (140.8)  (642.7)
3517y (315.1) ($28.6) ($45.9) (3141.3)
0.6 (L.1) (0.3) 2.7 (3.3)
(351.1)  ($16.2)  ($28.9) ($48.6) ($144.8)
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Sprnt UK Comcast
PCS Teleport Investees  Spectacor Other Combined
Combined Financial Position
As of December 31, 1998 (2):
Current assets ................ $57.8 $57.8
Noncurrent assets ............. 314.7 314.7
Current habilities ............. 41.9 419
Noncurrent liabilities .......... 4514 4514
As of December 31, 1997: .
Currentassets ................ $317.3 $440.8 $35.9 $84.9 $2194 $1,098.3
Noncurrent assets . ............ 54833 1,675.2 716.4 285.4 9157 9,076.0
Current liabilities ............. 440.2 302.8 74.6 107.7 7475 1,672.8
Noncurrent habilities .......... 3,3129 1,061.6 558.7 188.0 3772 54984

(1) Net loss also represents loss from continuing operations before extraordinary items and cumulative effect of changes in
accounting principles.

(2) Financial position information as of December 31, 1998 is not presented for Sprint PCS, Teleport, the UK Investees or
Comgcast-Spectacor as such investments were no longer accounted for under the equity method as of that date.

Sprint PCS. Effective November 1998, the Company accounts for its investment in Sprint PCS under the fair value
method (see Note 3).

Teleport. For the years ended December 31, 1998, 1997 and 1996, Teleport issued shares of its Class A Common
Stock. As a result of these stock issuances, the Company recognized a $157.8 million, $7.7 million and $40.6
million, respectively, increase in its proportionate share of Teleport’s net assets as a gain from equity offering of
affiliate. The Company recorded its proportionate share of Teleport’s net assets one quarter in arrears. In March
1997, the Company received 2.76 million shares of Teleport Class A Common Stock from Teleport in exchange
for the Company’s shares of an alternate access provider. In May 1997, the Company sold all of its shares of
Teleport Class A Stock for $68.9 million and recognized a $68.9 million pre-tax gain, which is included in
investment income in the Company’s 1997 consolidated statement of operations. In July 1998, in connection with
the AT&T Transaction (see Note 3), the Company exchanged its interest in Teleport for shares of AT&T common
stock.

UK Investees. In October 1998, the Company exchanged its interest in Comcast UK Cable for shares of NTL
common stock (see Note 3).

Comecast-Specracor. Effective January 1, 1998, the Company began consolidating the accounts of Comcast-
Spectacor, an affiliate previously accounted for under the equity method, due to certain call rights held by the
Company which became exercisable effective January 16, 1998.

Other. The Company's other equity investees include investments in cable communications and programming
content providers. The Company does not consider these other equity method investments to be individually
significant to its consolidated financial position, results of operations or liquidity.

The Company does not have any additional significant contractual commitments with respect to any of its
investments. However, to the extent the Company does not fund its investees' capital calls, it exposes itself to
dilution of its ownership interests.

Fair Value Method
The Company holds unrestricted equity investments in certain publicly traded companies, with an historical cost
(including $1.999 billion of pre-tax gains recognized during 1998 — see Note 3) of $2.555 billion and $130.0
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million as of December 31, 1998 and 1997, respectively. The Company has recorded these investments, which are
classified as available for sale, at their estimated fair values of $4.170 billion and $346.5 million as of December
31, 1998 and 1997, respectively. The unrealized pre-tax gains as of December 31, 1998 and 1997 of $1.615 billion
and $216.5 million, respectively, have been reported in the Company's consolidated balance sheet as a component
of stockholders’ equity, net of related deferred income tax expense of $565.1 million and $75.8 million,
respectively.

@Home. In July 1997, At Home Corporation (“@Home”), an investee of the Company previously accounted for
under the equity method, completed an initial public offering of its Series A Common Stock (the “@Home [PO™).
@Home provides Internet services to customers and businesses over the cable television infrastructure in a limited
number of cities in the US. Effective July 1, 1997, due to the dilution of the Company’s equity and voting interests
and other factors subsequent to the @ Home IPO, the Company discontinued the equity method of accounting for
its investment in @Home. The Company holds approximately 8.0 million contractually restricted shares (the
“Restricted Shares™) and approximately 6.6 million unrestricted shares (the “Unrestricted Shares™) of @Home
Series A Common Stock (the “@Home Series A Stock™), as of December 31, 1998 and 1997. The Company has
recorded the Restricted Shares at their historical cost of $1.1 million and the Unrestricted Shares, which are
classified as available for sale, at their estimated fair value of $486.4 million and $164.6 miliion, based on the
quoted market price of the @ Home Series A Stock as of December 31, 1998 and 1997, respectively.

TCI. As of December 31, 1998 and 1997, the Company holds approximately 3.1 million shares of TCI Class A
Common Stock, approximately 2.4 million shares of Liberty Media Corporation (“‘Liberty”) Class A Common Stock
and approximately 2.3 million shares of TCI Ventures Group, Inc. (“TCI Ventures™) Class A Common Stock (as
adjusted for the one-for-two stock split for Liberty and one-for-one stock split for TCI Ventures in February 1998)
(together, the “TCI Stock™). In March 1998, the Company sold call options relating to the TCI Stock for $20.7
million. Such call options expire between March and September 1999. During the year ended December 31, 1998,
the Company recorded pre-tax investment expense of $105.5 million related to the increase in the value of the call
options.

During the years ended December 31, 1997 and 1996, the Company recognized pre-tax gains of $33.3 million and
$82.6 million, respectively, on sales of certain of its fair value method investments. These gains were recorded as
a reclassification from other comprehensive income to investment income.

Cost Method

It is not practicable to estimate the fair value of the Company's investments in privately held companies, accounted
for under the cost method, due to a lack of quoted market prices and excessive costs involved in determining such
fair value.

Impairment Losses

During the years ended December 31, 1998, 1997 and 1996, the Company recorded pre-tax losses of $152.8
million, $2.5 million and $15.0 million, respectively, on certain of its investments based on a decline in value that
was considered other than temporary. Such pre-tax losses are included in investment income in the Company’s
consolidated statement of operations.
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5. LONG-TERM DEBT

Notes payable to banks and insurance companies, due

December 31,

1998

1997

(Dollars in millions)

in installments through 2003 .. .. ... ... .. ... .. ... ..l $1,690.8 $1.753.3
8-1/8% Seniornotes, due 2004 .. .. ... .. ... L. 299.8 299.7
8-3/8% Senior notes, due 2007 . .. ... . ... oL 596.5 596.3
6.20% Senior notes, due 2008 .. ... ... .. ... 797.9
8-7/8% Seniornotes, due 2017 . ... ... .. e 545.6 545.5
8-1/2% Senior notes, due 2027 . ... .. ... 249.6 249.6
11.20% Senior discount debentures, due 2007 .. ................... 378.3
10-1/4% Senior subordinated debentures, due 2001 ................ 125.0 125.0
9-3/8% Senior subordinated debentures, due 2005 ................. 234.1 234.1
9-1/8% Senior subordinated debentures, due 2006 ................. 2237 250.0
9-1/2% Senior subordinated debentures, due 2008 ................. 200.0 200.0
10-5/8% Senior subordinated debentures, due 2012 ................ 282.5 300.0
1-1/8% Discount convertible subordinated debentures, due 2007 ... ... 3559
7% Disney Notes, due 2007 (seeNote 3) .......... ... ... .. ... 132.8 132.8
Other debt, due in installments principally through 2000 ............ 199.4 45.9
5,577.7 5,466.4
Less current portion . ...... ..ottt 113.5 132.3

_ssder) 853341

Maturities of long-term debt outstanding as of December 31, 1998 for the four years after 1999 are as follows (dollars
in millions):

2000 .. $204.2

2001 .o 550.5

2002 . 476.1

2003 . 527.8
Cable Notes

In November 1998, Comcast Cable Communications, Inc. (“Comcast Cable’),a wholly owned subsidiary of the
Company, sold $800.0 million of 6.20% nonrecourse public debt due 2008. Comcast Cable used substantially all
of the net proceeds from the offering to repay existing intercompany borrowings to the Company and for general
corporate purposes.

In May 1997, Comcast Cable sold a total of $1.7 billion of nonrecourse public debt with interest rates ranging from
8 1/8% to 8 7/8% and maturity dates from 2004 to 2027. Comcast Cable used the net proceeds from the offerings
to repay existing borrowings by their subsidiaries.

The Cable Notes are unsecured and unsubordinated obligations of Comcast Cable and rank pari passu with all other

unsecured and unsubordinated indebtedness and other obligations of Comcast Cable. The Cable Notes are
effectively subordinated to all liabilities of Comcast Cable’s subsidiaries, including trade payables. The Cable Notes
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are obligations only of Comcast Cable and are not guaranteed by and do not otherwise constitute obligations of the
Company.

The indenture for the Cable Notes, among other things, contains restrictions (with certain exceptions) on the ability
of Comcast Cable and its Restricted Subsidiaries {(as defined) to: (i) make dividend payments or other restricted
payments; (ii) create liens or enter into sale and leaseback transactions; and (iit) enter into mergers, consohidations,
or sales of all or substantially all of their assets.

Redemption of | 1/8% Debentures

In March 1998, the Company completed the redemption of its $541.9 million principal amount 1 1/8% discount
convertible subordinated debentures due 2007 (the *“1 1/8% Debentures”). The Company issued 10.4 million shares
of its Class A Special Common Stock upon conversion of $540.2 million principal amount of 1 1/8% Debentures
while $1.7 million principai amount of 1 1/8% Debentures was redeemed for cash at a redemption price of 67.112%
of the principal amount, together with accrued interest thereon. Stockholders’ equity was increased by the full
amount of 1 1/8% Debentures converted plus accrued interest, less unamortized debt acquisition costs. Unamortized
debt acquisition costs related to the 1 1/8% Debentures redeemed for cash were not significant. The issuance of
the Company’s Class A Special Common Stock upon conversion of the 1 1/8% Debentures had no impact on the
Company’s consolidated staternent of cash flows due its noncash nature.

Extraordinary Items

Extraordinary items for the years ended December 31, 1998, 1997 and 1996 of $4.2 million, $30.2 million and $1.0
mullion, respectively, consist of unamortized debt acquisition costs and debt extinguishment costs, net of related
tax benefits, expensed principally in connection with the redemption and refinancing of certain indebtedness.

Interest Rates
The fixed interest rate on notes payable to insurance companies was 8.6% as of December 31, 1998. Bank debt
Interest rates vary based upon one or more of the following rates at the option of the Company:

Prime rate to prime plus 2.0%;
Federal Funds rate plus 0.5% to 1.5%; and
LIBOR plus 0.375% to 1.875%.

As of December 31, 1998 and 1997, the Company's effective weighted average interest rate on its variable rate bank
debt outstanding was 5.80% and 6.64%, respectively.

Interest Rate Risk Management

The Company is exposed to market risk including changes in interest rates. To manage the volatility relating to these
exposures, the Company enters into various derivative transactions pursuant to the Company's policies in areas such
as counterparty exposure and hedging practices. Positions are monitored using techniques including market value
and sensitivity analyses.

The use of interest rate risk management instruments, such as Swaps, Caps and Collars, is required under the terms
of certain of the Company's outstanding debt agreements. The Company's policy is to manage interest costs using
a mix of fixed and variable rate debt. Using Swaps, the Company agrees to exchange, at specified intervals, the
difference between fixed and variable interest amounts calculated by reference to an agreed-upon notional principai
amount. Caps are used to lock in a maximum interest rate should variable rates rise, but enable the Company to
otherwise pay lower market rates. Collars limit the Company's exposure to and benefits from interest rate
fluctuations on variable rate debt to within a certain range of rates.
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The following table summarizes the terms of the Company's existing Swaps, Caps and Collars as of December 31,
1998 and 1997 (dollars in millions):

Notional Average Estimated
Amount Maturities Interest Rate Fair Value
As of December 31, 1998
Variable to Fixed Swaps . ... .. $1,061.8 1999-2008 5.7% ($13.3)
Caps ..............ll 240.0 1999 7.0%
Collar .................... 50.0 2000 6.3%/4.0%
As of December 31, 1997
Variable to Fixed Swaps . ... .. $550.0 1998-2000 5.6% $4.2
Caps ..o 150.0 1998 6.7%
Collar .................... 50.0 1998 7.0%/4.9% 0.2

The notional amounts of interest rate instruments, as presented in the above table, are used to measure interest to
be paid or received and do not represent the amount of exposure to credit loss. The estimated fair value
approximates the proceeds (costs) to settle the outstanding contracts. While Swaps, Caps and Collars represent an
integral part of the Company's interest rate risk management program, their incremental effect on interest expense
for the years ended December 31, 1998, 1997 and 1996 was not significant.

Estimated Fair Value

The Company's long-term debt had estimated fair values of $5.995 billion and $5.848 billion as of December 31,
1998 and 1997, respectively. The estimated fair value of the Company's publicly traded debt is based on quoted
market prices for that debt. Interest rates that are currently available to the Company for issuance of debt with
similar terms and remaining maturities are used to estimate fair value for debt issues for which quoted market prices
are not available.

Debt Covenants

Certain of the Company's subsidiaries' loan agreements contain restrictive covenants which limit the subsidiaries’
ability to enter into arrangements for the acquisition of property and equipment, investments, mergers and the
incurrence of additional debt. Certain of these agreements require that certain ratios and cash flow levels be
maintained and contain certain restrictions on dividend payments and advances of funds to the Company. The
Company and its subsidiaries were in compliance with such restrictive covenants for all periods presented. In
addition, the stock of certain subsidiary companies is pledged as collateral for the notes payable to banks and
insurance companies.

As of December 31, 1998, $258.5 million of the Company's cash, cash equivalents and short-term investments is
restricted to use by subsidiaries of the Company under contractual or other arrangements. Restricted net assets of
the Company's subsidiaries were approximately $2.5 billion as of December 31, 1998.

Lines and Letters of Credit

As of December 31, 1998, certain subsidiaries of the Company had unused lines of credit of $966 8 million, $366.8
million of which is restricted by the covenants of the related debt agreements and to subsidiary general purposes
and dividend declaration.

As of December 31, 1998, the Company and certain of its subsidiaries had unused irrevocable standby letters of
credit totaling $121.6 million to cover potential fundings associated with several projects.
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6. STOCKHOLDERS' EQUITY (DEFICIENCY)

Preferred Stock

The Company 1s authorized to issue, in one or more series, up to a maximum of 20.0 million shares of preferred
stock. The shares can be issued with such designations, preferences, qualifications, privileges, limitations,
restrictions, options, conversion rights and other special or related rights as the Company's Board of Directors (the
“Board”) shall from time to time fix by resolution.

In June 1997, in connection with Microsoft’s investment in the Company (see Note 3), the Company issued the
Series B Preferred Stock. The Series B Preferred Stock has a 5.25% pay-in-kind annual dividend. Dividends will
be paid quarterly through the issuance of additional shares of Series B Preferred Stock (the “Additional Shares™)
and will be cumulative from the Issuance Date (except that dividends on the Additional Shares will accrue from
the date such Additional Shares are issued). The Series B Preferred Stock, including the Additional Shares, is
convertible, at the option of Microsoft, into 21.2 million shares of the Company’s Class A Special Common Stock,
subject to adjustment in certain limited circumstances, which equals an initial conversion price of $23.54 per share,
increasing as a result of the Additional Shares to $33.91 per share on June 30, 2004. The Series B Preferred Stock
is mandatorily redeemable on June 30, 2017, or, at the option of the Company beginning on June 30, 2004 or at the
option of Microsoft on June 30, 2004 or on June 30, 2012. Upon redemption, the Company, at its option, may
redeem the Series B Preferred Stock with cash, Class A Special Common Stock or a combination thereof. As the
Company currently intends to redeem the Series B Preferred Stock with Class A Special Common Stock upon
redemption, the Series B Preferred Stock has been classified as a component of stockholders’ equity as of
December 31, 1998. The Series B Preferred Stock is generally non-voting.

In July 1996, in connection with the Sports Venture Acquisition (see Note 3), the Company issued 6,370 shares
of Series A Preferred Stock. Each holder of shares of the Series A Preferred Stock is entitled to receive cumalative
cash dividends at the annual rate of $250 per share, payable quarterly in arrears. The Series A Preferred Stock is
redeemable, at the option of the Company, beginning in July 1999 at a redemption price of $5,000 per share plus
accrued and unpaid dividends, subject to certain conditions and conversion adjustments. The Series A Preferred
Stock is convertible, at the option of the holder, into shares of the Company's Class A Special Common Stock at
a ratio of 209.1175 shares of Class A Special Common Stock for each share of Series A Preferred Stock, subject
to certain conditions. The holders of the Series A Preferred Stock are not entitled to any voting rights except as
otherwise provided by the Company's Articles of Incorporation or by applicable law.

Common Stock

The Company’s Class A Special Common Stock is generally nonvoting and each share of the Company’s Class A
Common Stock is entitled to one vote. Each share of the Company’s Class B Common Stock is entitled to fifteen
votes and is convertible, share for share, into Class A or Class A Special Common Stock, subject to certain
restrictions.

Repurchase Program

Based on the trade date for stock repurchases, during the years ended December 31, 1998, 1997 and 1996, the
Company repurchased 0.3 million shares, 2.3 million shares and 10.5 million shares, respectively, of its common
stock for aggregate consideration of $12.9 million, $36.2 million and $180.0 million, respectively, pursuant to its
Board-authorized repurchase programs.

As part of the repurchase programs, the Company sold Comcast Put Options on 2.75 million, 2.0 million and 1.0
million shares, during the years ended December 31, 1998, 1997 and 1996, respectively.

The Comcast Put Options give the holder the right to require the Company to repurchase such shares at specified

prices on specific dates. The Comcast Put Options sold during 1997 and 1996 expired unexercised. The amount
the Company would be obligated to pay to repurchase such shares upon exercise of the Comcast Put Options,
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totaling $111.2 million and $31.4 million, has been reclassified from additional capital to common equity put
options in the Company's December 31, 1998 and 1997 consolidated balance sheet, respectively. The difference
between the proceeds from the sale of these put options and their estimated fair value was not significant as of
December 31, 1998 and 1997.

Stock-Based Compensation Plans

As of December 31, 1998, the Company and its subsidiaries have several stock-based compensation plans for
certain employees, officers, directors and other persons designated by the applicable compensation committees of
the Boards of Directors of the Company and its subsidiaries. These plans are described below.

Comcast Option Plan. The Company maintains qualifted and nonqualified stock option plans for certain employees,
directors and other persons under which fixed stock options are granted and the option price is generally not less
than the fair value of a share of the underlying stock at the date of grant (collectively, the “Comcast Option Plan™).
Under the Comcast Option Plan, 31.2 million shares of Class A Special Common Stock were reserved as of
December 31, 1998. Option terms are generally from five to 10%2 years, with options generally becoming
exercisable between two and 9%2 years from the date of grant.

A summary of the activity of the Comcast Option Plan as of and for the years ended December 31, 1998, 1997 and
1996 is presented below (options in thousands):

1998 1997 1996
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise

Options Price Options Price Options Price
Class A Special Common Stock
Outstanding at beginning of year 16,110  $15.50 14,851 $14.54 14,208 $14.25

Granted .................... 8,175 33.06 2,599 19.47 1,308 17.41
Exercised .. ................. (1,983) 13.20 (795) 9.95 (199) 8.72
Canceled ................... (799) 20.96 (545) 16.40 (466) 16.08
Outstanding at end of year ..... 21,501 22.18 16,110 15.50 14,851 14.54
Exercisable atend of year ... ... 7,695  $14.59 7,693 $13.91 0,875 $13.40
Class A Common Stock

Outstanding at beginning of year 229 $4.87
Exercised ................... (229) 4.87
Canceled ...................

Outstanding at end of year .....
Exercisable atend of year ... ...

Class B Common Stock

Outstanding at beginning of year 658 $5.70 658 $5.70 658 $5.70
Exercised .. ................. (658) 5.70

Outstanding at end of year .. .. 658 $5.70 658 $5.70
Exercisable atend of year .. .... 658 $5.70 658 $5.70
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The following table summarizes mnformation about the Class A Special Common Stock options outstanding under
the Comcast Option Plan as of December 31, 1998 (options in thousands):

Options Qutstanding Options Exercisable
Weighted-
Range of Number Average Weighted- Number Weighted-
Exercise QOutstanding Remaining Average Exercisable Average
Prices at 12/31/98  Contractual Life Exercise Price at 12/31/98 Exercise Price
$6.22 10 $12.08 3,376 1.5 years $8.78 2,916 $8.62
$13.421t0 $18.38 4,794 6.7 years 15.89 1,198 14.45
$18.63 to $32.86 7,440 5.2 years 22.65 3,581 19.50
$33.88 to $55.19 5,891 9.5 years 34.40
21,501 7,695

The weighted-average fair value at date of grant of a Class A Special Common Stock option granted under the
Comcast Option Plan during 1998, 1997 and 1996 was $17.07, $10.18 and $9.71, respectively. 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: dividend yield of .44%, .52% and .53% for 1998, 1997 and 1996, respectively;
expected volatility of 31.3%, 30.1% and 34.9% for 1998, 1997 and 1996, respectively; risk-free interest rate of
5.6%, 6.5% and 6.8% for 1998, 1997 and 1996, respectively; expected option lives of 9.9 years for all years; and
a forfeiture rate of 3.0% for all years.

QVC Tandem Plan. QVC established a qualified and nonqualified combination stock option/Stock Appreciation
Rights (“SAR”) plan (collectively, the “QVC Tandem Plan”) during 1995 for employees, officers, directors and
other persons designated by the Compensation Committee of QVC's Board of Directors. Under the QVC Tandem
Plan, the option price is generally not less than the fair value, as determined by an independent appraisal, of a share
of the underlying common stock of QVC (the “QVC Common Stock”) at the date of grant. As of the latest valuation
date, the fair value of a share of QVC Common Stock was $741.79. If the SAR feature of the QVC Tandem Plan
is elected by the eligibie participant, the participant receives 75% of the excess of the fair value of a share of QVC
Common Stock over the exercise price of the option to which it is attached at the exercise date. Option holders have
stated an intention not to exercise the SAR feature of the QVC Tandem Plan. Because the exercise of the option
component is more likely than the exercise of the SAR feature, compensation expense is measured based on the
stock option component. Under the QVC Tandem Plan, option/SAR terms are ten years from the date of grant, with
options/SARs generally becoming exercisable over four years from the date of grant. As of December 31, 1998,
230,000 shares of QVC Common Stock were reserved under the plan. Compensation expense of $1.0 million, $3.4
million and $4.0 million was recorded under the QVC Tandem Plan during the years ended December 31, 1998,
1997 and 1996, respectively.
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A summary of the activity of the QVC Tandem Plan as of and for the years ended December 31, 1998, 1997 and
1996 is presented below (options/SARSs in thousands):

1998 1997 1996
Weighted- Weighted- Weighted-
Average Average Average
Options/ Exercise Options/  Exercise Options/  Exercise
SARs Price SARs Price SARs Price
Outstanding at
beginning of year ..... 180 $363.99 164 3$192.16 142 $177.05
Granted ............... 72 664.76 74  601.28 26 27123
Exercised .............. (41) 186.01 (55) 177.05
Canceled .............. (5) 511.01 (3) 262.20 @ 177.05
Outstanding at end of year 206 500.82 180  363.99 164 192.16
Exercisable at end of year . 37 $397.46 20 $205.42 36 $177.05

The following table summarizes information about the options/SARs outstanding under the QVC Tandem Plan as
of December 31, 1998 (options/SARs in thousands):

Options/SARs Outstanding Options/SARs Exercisable
Weighted-
Number Average Number
Exercise Outstanding Remaining Exercisable
Prices at 12/31/98  Contractual Life at 12/31/98
$177.05 64 6.4 years 19
522.31 2 7.5 years 1
585.19 6 8.0 years 2
634.25 71 8.8 years 15
651.84 46 9.7 years
688.14 10 9.2 years
741.79 _1 9.8 vears -
206 _37

The weighted-average fair value at date of grant of a QVC Common Stock option/SAR granted during 1998, 1997
and 1996 was $296.67, $331.93 and $385.13, respectively. 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: no
dividend yield for all years; expected volatility of 20% for all years; risk-free interest rate of 4.9%, 6.2% and 6.8%
for 1998, 1997 and 1996, respectively; expected option lives of 10 years for all years; and a forfeiture rate of 3.0%
for all years.
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Had compensation expense for the Company's two aforementioned stock-based compensation plans been
determined based on the fair value at the grant dates for awards under those plans under the provisions of SFAS
No. 123, the Company's net income (loss) and net income (loss) per share would have changed to the pro forma
amounts indicated below (dollars in millions, except per share data):

1998 1997 1996

Net income (loss) — Asreported . ............... $972.1 ($238.7) ($53.5)
Net income (loss) —Proforma ................. 936.4 {252.0) (61.0)
Net income (loss) for common stockholders —

Asreported ........ . ... ... $943.0 ($253.5) ($54.2)
Net income (loss) for common stockholders -

Proforma .............................. 907.3 (266.7) 6L.7
Basic earnings (loss) for common stockholders

per common share — Asreported ............ $2.57 $.759) 32D
Basic earnings (loss) for common stockholders

per common share -Proforma.............. 2.48 (79 (.24)
Diluted earnings (loss) for common stockholders

per common share — As reported ............ $2.41 (3.75) (%.21)
Diluted earnings (loss) for common stockholders

per common share -Proforma.............. 2.33 79 (.24)

The pro forma effect on net income (loss) and net income (loss) per share for the years ended December 31, 1998,
1997 and 1996 by applying SFAS No. 123 may not be indicative of the pro forma effect on net income or loss in
future years since SFAS No. 123 does not take into consideration pro forma compensation expense related to
awards made prior to January 1, 1995 and since additional awards in future years are anticipated.

Other Stock-Based Compensation Plans

The Company maintains a restricted stock program under which management employees may be granted restricted
shares of the Company's Class A Special Common Stock. The shares awarded vest annually, generally over a period
not to exceed five years from the date of the award, and do not have voting or dividend rights until vesting occurs.
At December 31, 1998, there were 1.0 million unvested shares granted under the program, of which 167,000 vested
in January 1999. During the years ended December 31, 1998, 1997 and 1996, 328,000, 208,000 and 951,000 shares
were granted under the program, respectively, with a weighted-average grant date market value of $34.66, $17.36
and $19.16 per share, respectively. Compensation expense recognized during the years ended December 31, 1998,
1997 and 1996 under this program was $5.3 million, $7.1 million and $5.5 million, respectively. There was no
significant difference between the amount of compensation expense recognized by the Company during the years
ended December 31, 1998, 1997 and 1996 and the amount that would have been recognized had compensation
expense been determined under the provisions of SFAS No. 123.

The Company and QVC established SAR plans during 1996 and 1995 for certain employees, officers, directors and
other persons (the “QVC SAR Plans”). Under the QVC SAR Plans, eligible participants are entitled to receive a
cash payment from the Company or QVC equal to 100% of the excess, if any, of the fair value of a share of QVC
Common Stock at the exercise date over the fair value of such a share at the grant date. The SARs have a term of
ten years from the date of grant and become exercisable over four to five years from the date of grant. During the
years ended December 31, 1998, 1997 and 1996, 5,000, 4,000 and 11,000 SARs were awarded, respectively, and
20,000 SARs were outstanding at December 31, 1998, of which 6,000 were exercisable. Compensation expense
related to the QVC SAR Plans of $3.2 million, $3.4 million and $4.5 million was recorded during the years ended
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December 31, 1998, 1997 and 1996, respectively. There was no significant difference between the amount of
compensation expense recognized and the amount that would have been recognized had compensation expense been
determined under the provisions of SFAS No. 123.

E! Entertainment established a SAR plan in 1995 for certain of its employees and officers (the “E! SAR Plan™). By
written agreement between the participants and E! Entertainment, the E! SAR Plan was terminated effective
December 31, 1998 in exchange for a lump-sum payment of a negotiated amount which was paid in February 1999.
Terms of the agreement also included the complete and full release of E! Entertainment from any further liability
associated with the E! SAR Plan. Compensation expense related to the E! SAR Plan was $11.6 million and $7.0
million during the years ended December 31, 1998 and 1997, respectively. There was no significant difference
between the amount of compensation expense recognized and the amount that would have been recognized had
compensation expense been determined under the provisions of SFAS No. 123.

7. INCOME TAXES

The Company joins with its 80% or more owned subsidiaries (the “Consolidated Group™) in filing consolidated
federal income tax returns. QVC, E! Entertainment and Comcast Communications Properties, Inc., an indirect
majority owned subsidiary of the Company, each file separate consolidated federal income tax returns. Income tax
expense consists of the following components:

Year Ended December 31,
1998 1997 1996
(Dollars in millions)

Current expense

Federal ............ . ... ... ... . . . ... . ... ... $135.5 $94.4 $82.0

N 1 27.5 24.7 23.0
163.0 119.1 105.0 .

Deferred expense (benefit)

Federal .............. . i, 424.6 (47.5) 4.3

SEAE o 6.4 (1.2) (0.3)
431.0 (48.7) 4.0

Income tax expense . ...............iiiviinnnn... $594.0 $70.4 $109.0

-54 -



COMCAST CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1998, 1997 AND 1996 (Continued)

The effective income tax expense of the Company differs from the statutory amount because of the effect of the
following items:

Year Ended December 31,
1998 1997 1996
(Dollars 1n millions)
Federal tax at statutoryrate . .................ouvnn... $545.1 ($66.1) $19.1
Non-deductible depreciation and amortization .......... 41.0 42.6 32.0
State income taxes, net of federal benefit .............. 220 15.3 14.8
Non-deductible (deductible) foreign (income) losses
and equity in net losses of affihates ................ (11.2) 531 27.5
Additions to valuation allowance .................... 3.0 16.3 18.3
Other ... (5.9) 9.2 2.7)
INCome tax eXPense . . ..o vt et $594.0 $70.4 $109.0

Deferred income tax expense (benefit) resulted from the following differences between financial and income tax

reporting:
Year Ended December 31,
1998 1997 1996
(Dollars 1n millions)

Depreciation and amortization .................. ($69.0) ($94.5) ($60.0)
Accrued expenses not currently deductible ........ (26.7) (13.2) 6.3)
Non-deductible reserves for bad debts,

obsolete inventory and sales returns . ........... (9.6) (10.9) (11.0)
Temporary differences associated with sale

or exchange of securities .. ................... 508.8 6.4 309
Losses from affiliated partnerships . . ............. (9.6) 459 25.6
Change 1n net operating loss carryforwards ........ 35.5 22 3.0
Change in valuation allowance and other .......... 1.6 15.4 21.8
Deferred income tax expense (benefit) ............ $431.0 ($48.7) $4.0
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Significant components of the Company's net deferred tax liability are as follows:

December 31,
1998 1997
(Dollars in miilions) '

Deferred tax assets:
Net operating loss carryforwards .............. $324.7 $343.8
Differences between book and
tax basis of property and equipment

and deferred charges ...................... 24.5 24.5
Reserves for bad debts, obsolete inventory
andsalesreturns . . ... ..o 94 .4 84.8
Other ..o 89.6 62.9
Less: Valuation allowance . . .................. (282.5) (279.5)
$250.7 $236.5

Deferred tax liabilities:
Temporary differences, principally book and
tax basis of property and equipment and

deferred charges .......... ... ...l 1.582.6 1,785.6
Differences between book and tax basis

ININVESHMENLS . oo vt i v e e eee e 1,201.4 207.9

2,784.0 1,993.5

Net deferred tax liability . .......... ... ... ...... $2,533.3 $1,757.0

The Company recorded approximately $489.4 million of deferred income taxes in 1998 in connection with
unrealized gains on marketable securities which are included in other comprehensive income.

The deferred tax liability is net of deferred tax assets of $106.9 million and $92.5 million as of December 31, 1998
and 1997, respectively, which are included in other current assets in the Company's consolidated balance sheet.
Further, the Company has recorded deferred tax liabilities of $1.140 billion related to current investments which
have been included in current liabilities. The Company's valuation allowance against deferred tax assets includes
approximately $120.0 million for which any subsequent tax benefits recognized will be allocated to reduce goodwill
and other noncurrent intangible assets. For income tax reporting purposes, the Consolidated Group and Comcast
Communications Properties, Inc. have net operating loss carryforwards for which deferred tax assets have been
recorded of approximately $150.0 million and $45.0 million, respectively, which expire primarily in periods through
2018.

During the year ended December 31, 1998, the Company settled all issues primantly related to the deductibility of
amortization of cable television distribution rights raised by the Internal Revenue Service in its examination of
QVC, through fiscal tax year 1993. Such settlement resulted in a reversal of previously recorded deferred tax
liabilities of $135.5 mullion. As a result of the settlement, the Company recorded an adjustment to reduce goodwill
by $119.7 mullion during 1998. Such adjustment has been excluded from the Company’s consolidated statement
of cash flows due to 1ts noncash nature.

8. STATEMENT OF CASH FLOWS - SUPPLEMENTAL INFORMATION

The Company made cash payments for interest of $418.9 million, $467.2 million and $408.1 million during the
years ended December 31, 1998, 1997 and 1996, respectively.
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The Company made cash payments for income taxes of $129.2 million, $113.7 million and $101.3 million during
the years ended December 31, 1998, 1997 and 1996, respectively.

9. COMMITMENTS AND CONTINGENCIES

Commitments

The Company has the right to purchase the minority interests in Comcast-Spectacor from the Minority Group for
the Minority Group's pro rata portion of the fair market value (on a going concern basis as determined by an
appraisal process) of Comcast-Spectacor. The Minority Group also has the right to require the Company to purchase
its interests under the same terms. The Company may pay the Minority Group for such interests in shares of the
Company's Class A Special Common Stock, subject to certain restrictions. If the Minority Group exercises its exit
rights and the Company elects not to purchase their interest, the Company and the Minority Group will use their
best efforts to sell Comcast-Spectacor.

Disney, in certain circumstances, is entitled to cause the LLC to purchase Disney's entire interest in the LLC at its
then fair market value (as determined by an appraisal process). If the LLC elects not to purchase Disney's interests,
Disney has the right, at its option, to purchase either the Company's entire interest in the LLC or all of the shares
of stock of E! Entertainment held by the LLC, in each case at fair market value. In the event that Disney exercises
its rights, as described above, a portion or all of the Disney Notes (see Notes 3 and 5) may be replaced with a three
year note due to Disney.

Liberty, a majority owned subsidiary of TCI, may, at certain times following February 9, 2000, trigger the exercise
of certain exit rights with respect to its investment in QVC. If the exit rights are triggered, the Company has first
right to purchase Liberty's stock in QVC at Liberty's pro rata portion of the fair market value (on a going concern
or liquidation basis, whichever is higher, as determined by an appraisal process) of QVC. The Company may pay
Liberty for such stock, subject to certain rights of Liberty to consummate the purchase in the most tax-efficient
method available, in cash, the Company's promissory note maturing not more than three years after issuance, the
Company's equity securities or any combination thereof. If the Company elects not to purchase the stock of QVC
held by Liberty, then Liberty will have a similar right to purchase the stock of QVC held by the Company. If Liberty
elects not to purchase the stock of QVC held by the Company, then Liberty and the Company will use their best
efforts to sell QVC.

At any time after December 18, 2001, the California Public Employees Retirement System (“CalPERS”) may elect
to liquidate its interest in MHCP Holdings, L.L.C. (“MHCP Holdings™), a 55% owned indirect subsidiary of the
Company (which holds cable communications systems serving approximately 644,000 subscribers as of
December 31, 1998) in which CalPERS owns the remaining 45% interest, at a price based upon the fair value of
CalPERS' interest in MHCP Holdings, adjusted, under certain circumstances, for certain performance criteria
relating to the fair value of MHCP Holdings or to the Company's common stock. Except in certain limited
circumstances, the Company, at its option, may satisfy this liquidity arrangement by purchasing CalPERS’ interest
for cash, through the issuance of the Company's common stock (subject to certain limitations) or by selling MHCP
Holdings.
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Minimum annual rental commitments for office space, equipment and transponder service agreements under
noncancellable operating leases as of December 31, 1998 are as follows:

(Doltars
in millions)
1999 ... e $45.1
2000 ... e 47.6
2001 .. 432
2002 . e 40.5
2003 . e 399
Thereafter .......................... 202.0

Rental expense of $64.8 million, $65.8 million and $44.2 million for 1998, 1997 and 1996, respectively, has been
charged to operations.

Contingencies

The Company is subject to legal proceedings and claims which arise 1n the ordinary course of its business. In the
opinion of management, the amount of ultmate liability with respect to these actions will not materially affect the
financial position, results of operations or liquidity of the Company.
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10. FINANCIAL DATA BY BUSINESS SEGMENT
The following represents the Company's significant business segments, “Cable Communications” and “Electronic

Retailing.” The components of net income (loss) below operating income (loss) are not separately evaluated by the
Company’s management on a segment basis (see the Company’s consolidated statement of operations) (dollars in

millions).
Cable Electronic Corporate
Communications Retatling and Other(1) Total

1998
Revenues .......... ... ..ot $2,277.4 $2,402.7 $465.2  $5,1453
Operating income (loss) before depreciation

and amortization (2) ... .. ... 1,096.6 4342 34.1) 1,496.7
Depreciation and amortization ........................ 674.2 126.1 139.3 939.6
Operating income (loss) ............coiivinei... 422.4 308.1 (173.4) 557.1
Interest expense ............ ..ot 223.6 51.1 192.0 466.7
ASSCIS .. 6,449.4 2,208.7 6,159.3 14,817.4
Long-termdebt ........ .. ... . ... .. i 3,462.1 626.8 1,375.3 5,464.2
Capital expenditures . ................ ... . 711.1 67.2 120.6 898.9
1997
ReVENUES . ..ottt e $2,073.0 $2,082.5 $312.2 $4.467.7
Operating income (loss) before depreciation

and amortization (2) . ....... ... e 987.7 337.7 (32.3) 1,293.1
Depreciation and amortization . ....................... 626.1 115.0 854 826.5
Operating income (I0ss) .. .............oiiiuniin.... 361.6 222.7 (117.7n 466.6
Interest @XPEnsSe . ...ttt 2279 56.3 174.7 458.9
ASSBES . . e 6,057.8 2,268.3 3,000.7 11,326.8
Long-termdebt . ... ... ... . . ... 2,554.9 768.8 2,0104 5.334.1
Capital expenditures ........... ..., 497.8 97.3 200.4 795.5
1996
ReVENUES . ... ... i e $1,641.0 $1,835.8 $1355  $3,6123
Operating income (loss) before deprectation

and amortization (2) ....... ... 803.8 300.3 (57.1) 1,047.0
Depreciation and amortization ........................ 420.3 107.7 53.1 581.1
Operating income (1088) ........ ..o iiieiiiiinnn. 383.5 192.6 (110.2) 465.9
Interest EXPense . ... ...ttt 2283 65.2 154.9 448.4
ASSBES o\ttt e 6,938.3 2,162.7 1,559.4 10,660.4
Long-termdebt ........... ... ... ... .. .. i 3,078.1 842.6 2,077.6 5,998.3
Capital expenditures . ..., 290.9 63.6 199.9 554.4

(1) Other includes segments not meeting certain quantitative guidelines for reporting. Other includes certain operating
businesses, including Comcast-Spectacor (effective January 1, 1998), E! Entertainment (effective March 31, 1997), the
Company's consolidated UK cable and telecommunications operations (prior to October 29, 1998), the Company’s DBS
operations (prior to April 1, 1998) and elimination entries related to the segments presented. Corporate and other assets
consist primarily of the Company’s investments (see Note 4).

(2) Operating income before depreciation and amortization is commonly referred to in the Company's businesses as
“operating cash flow.” Operating cash flow is a measure of a company's ability to generate cash to service its
obligations, including debt service obligations, and to finance capital and other expenditures. In part due to the capital
intensive nature of the Company's businesses and the resulting significant level of non-cash depreciation and
amortization expense, operating cash flow is frequently used as one of the bases for comparing businesses in the
Company's industries, although the Company’s measure of operating cash flow may not be comparable to similarly titled
measures of other companies. Operating cash flow does not purport to represent net income or net cash provided by
operating activities, as those terms are defined under generally accepted accounting principles, and should not be
considered as an alternative to such measurements as an indicator of the Company's performance.
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11. QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

First Second Third Fourth Total
Quarter Quarter Quarter Quarter (5) Year

(Dollars in millions, except per share data)

1998 (2)
Revenues ................... ... $1,2545 $1,205.9 $1,238.0 $1,446.9  $5,145.3
Operating income before depreciation

and amortization (1) .................. 348.8 3534 3732 421.3 1,496.7
Operating income . ............... ce 1094 124.1 132.9 190.7 557.1
Income (loss) from continuing operations

before extraordinary items (3) ........... (68.9) (79.9) 723.7 432.8 1,007.7

Basic earnings (loss) for common
stockholders per common share
Income (loss) from continuing operations
before extraordinary items ............ (0.21) (0.24) 1.96 1.15 2.67
Netincome (loss) .................... (0.24) (0.25) 1.93 1.12 2.57
Diluted earnings (loss) for common
stockholders per common share
Income (loss) from continuing operations

before extraordinary items ............ 0.21) 0.24) 1.80 1.07 2.50

Netincome (loss) .................... (0.24) (0.25) 1.78 1.04 241
Cash dividends per common share ......... .0233 0233 .0233 0233 .0933
1997 (4)
Revenues .................ccovveunn.. $1,026.9 $1,068.3 $1,089.0 $1,283.5  $4.467.7
Operating income before depreciation

and amortization (1) .................. 296.0 316.6 3136 366.9 1,293.1
Operating income . ..................... 111.5 92.2 99.5 163.4 466.6
Loss from continuing operations before

extraordinary items ................... (53.1) (11.8) (49.3) 68.7) (182.9)

Basic loss for common stockholders per
common share
Loss from continuing operations
before extraordinary items ............ (0.16) {0.04) 0.17 (0.21) (0.58)
Netloss .......c.oooi i, (0.20) (0.12) 0.19) (0.25) (0.75)
Diluted loss for common stockholders
per common share
Loss from continuing operations before

extraordinary items . ................. (0.16) (0.04) 0.17H 0.2D) (0.58)
Netloss ........oovvviiiineins, (0.20) (0.12) (0.19) {0.25) (0.75)
Cash dividends per common share ......... .0233 0233 0233 .0233 .0933

(1) See Note 10, note 2.

(2) Results of operations for 1998 include the results of Comcast-Spectacor which was consolidated effective January 1,
1998 and the results of Comcast UK Cable through October 29, 1998 (see Note 3).

(3) Results of operations were affected by the gain on the AT&T Transaction in the third quarter of 1998 and the gains on
the NTL Transaction and the Sprint PCS restructuring in the fourth quarter of 1998 (see Note 3).

(4) Results of operations for the second quarter of 1997 include the results of E! Entertainment, which have been
consolidated effective March 31, 1997 (see Note 3).

(5) The Company's consolidated results of operations for the fourth quarter of 1998 and 1997 are also affected by the
seasonality of the Company's electronic retailing operations.
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ITEM 9 CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

\

None.
PART III

The information catled for by Item 10, Directors and Executive Officers of the Registrant (except for the
information regarding executive officers called for by Item 401 of Regulation S-K which is included in Part I hereof
as Item 4A in accordance with General Instruction G(3)), Item 11, Executive Compensation, Item 12, Security
Ownership of Certain Beneficial Owners and Management, and Item 13, Certain Relationships and Related
Transactions, is hereby incorporated by reference to our definitive Proxy Statement for our Annual Meeting of
Shareholders presently scheduled to be held in June 1999, which shall be filed with the Securities and Exchange
Commission within 120 days of the end of our latest fiscal year.
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PART IV
ITEM 14  EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(a) The following consolidated financial statements of ours are included in Part II, Item 8:

Independent Auditors’ Report . ........ ... .. .. .. . i, 29
Consolidated Balance Sheet—December 31, 1998 and 1997 ................ 30
Consolidated Statement of Operations—Y ears

Ended December 31, 1998,1997and 1996 .......... ... ... ... . ... ..... 31
Consolidated Statement of Cash Flows—Years

Ended December 31, 1998,1997and 1996 . .......... ... ... 32
Consolidated Statement of Stockholders’ Equity

(Deficiency)—Years Ended December 31, 1998, 1997 and 1996 ............ 33
Notes to Consohidated Financial Statements . .......... .. ... .. covoiino... 34

(b) (i) The following financial statement schedules required to be filed by Items 8 and 14(d) of Form 10-K are
included in Part IV:

Schedule I - Condensed Financial Information of Registrant Unconsolidated (Parent Only)
Schedule IT - Valuation and Qualifying Accounts

All other schedules are omitted because they are not applicable, not required or the required information
is included in the consolidated financial statements or notes thereto.

(c) Reports on Form §8-K:
None.

(d) Exhibits required to be filed by Item 601 of Regulation S-K:

3.1(a) Amended and Restated Articles of Incorporation filed on July 24, 1990 (incorporated by
reference to Exhibit 3.1(a) to our Annual Report on Form 10-K for the year ended
December 31, 1995).

3.1(b) Amendment to Restated Articles of Incorporation filed on July 14, 1994 (incorporated by
reference to Exhibit 3.1(b) to our Annual Report on Form 10-K for the year ended
December 31, 1995).

3.1(c) Amendment to Restated Articles of Incorporation filed on July 12, 1995 (incorporated by
reference to Exhibit 3.1(c) to our Annual Report on Form 10-K for the year ended
December 31, 1995).

3.1(d) Amendment to Restated Articles of Incorporation filed on June 24, 1996 (incorporated by
reference to Exhibit 4.1(d) to our Registration Statement on Form §-3, as amended, filed on
July 16, 1996).

3.1(e) Form of Statement of Designations, Preferences and Rights of 5% Series A Convertible
Preferred Stock of the Company (incorporated by reference to Exhibit 4.1(e) to our
Registration Statement on Form S-3 filed on July 16, 1996).

3.1(F) Form of Statement of Designations, Preferences and Rights of Series B Convertible Preferred
Stock of the Company (incorporated by reference to Exhibit 3.1 to our Quarterly Report on
Form 10-Q for the quarter ended June 30, 1997).

32 Amended and Restated By-Laws (incorporated by reference to Exhibit 3(ii) to our Annual
Report on Form 10-K for the year ended December 31, 1993).

4.1 Specimen Class A Common Stock Certificate (incorporated by reference to Exhibit 2(a) to
our Registration Statement on Form S-7 filed on September 17, 1980, File No. 2-69178).

4.2 Specimen Class A Special Common Stock Certificate (incorporated by reference to Exhibit

4(2) to our Annual Report on Form 10-K for the year ended December 31, 1986).
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43

44

4.5

4.6

4.7

4.8

49

10.1*

10.2*

10.3*

10.4*

10.5*

10.6*

10.7*

10.8*

10.9*

10.10

10.11

k<]

Indenture, dated as of October 17, 1991, between the Company and Bank of Montreal/Harris
Trust (successor to Morgan Guaranty Trust Company of New York), as Trustee (incorporated
by reference to Exhibit 2 to our Current Report on Form 8-K filed on October 31, 1991).
Form of Debenture relating to our 10-1/4% Senior Subordinated Debentures due 2001
(incorporated by reference to Exhibit 4(19) to our Annual Report on Form 10-K for the year
ended December 31, 1991).

Form of Debenture relating to our $300,000,000 10-5/8% Senior Subordinated Debentures
due 2012 (incorporated by reference to Exhibit 4(17) to our Annual Report on Form 10-K for
the year ended December 31, 1992).

Form of Debenture relating to our $200,000,000 9-1/2% Senior Subordinated Debentures due
2008 (incorporated by reference to Exhibit 4(18) to our Annual Report on Form 10-K for the
year ended December 31, 1992).

Indenture, dated as of February 20, 1991, between us and Bankers Trust Company, as Trustee
(incorporated by reference to Exhibit 4.3 to our Registration Statement on Form S-3 (File No.
33-32830), filed on January 11, 1990).

Form of Debenture relating to our $250.0 million 9-3/8% Senior Subordinated Debentures
due 2005 (incorporated by reference to Exhibit 4.1 to our Quarterly Report on Form 10-Q for
the quarter ended June 30, 1995).

Form of Debenture relating to our $250.0 million 9-1/8% Senior Subordinated Debentures
due 2006 (incorporated by reference to Exhibit 4.13 to our Annual Report on Form 10-K for
the year ended December 31, 1995).

Comcast Corporation 1986 Non-Qualified Stock Option Plan, as amended and restated,
effective December 10, 1996 (incorporated by reference to Exhibit 10.3 to our Annual Report
on Form 10-K for the year ended December 31, 1996).

Comcast Corporation 1987 Stock Option Plan, as amended and restated, effective
December 15, 1998.
Comcast Corporation 1996 Stock Option Plan, as amended and restated, effective
December 15, 1998.

Comcast Corporation 1996 Deferred Compensation Plan, as amended and restated, effective
December 15, 1998.

Comcast Corporation 1990 Restricted Stock Plan, as amended and restated, effective
December 15, 1998.

1992 Executive Split Dollar Insurance Plan (incorporated by reference to Exhibit 10(12) to
our Annual Report on Form 10-K for the year ended December 31, 1992).

Comcast Corporation 1996 Cash Bonus Plan, as amended and restated, effective

December 15, 1998.

Comcast Corporation 1996 Executive Cash Bonus Plan, dated August 15, 1996 (incorporated
by reference to Exhibit 10.10 to our Annual Report on Form 10-K for the year ended
December 31, 1996).

Compensation and Deferred Compensation Agreement by and between Comcast Corporation
and Ralph J. Roberts, as amended and restated, effective August 31, 1998 (incorporated by
reference to Exhibit 10.1 to our Quarterly Report on Form 10-Q for the quarter ended
September 30, 1998).

The Comcast Corporation Retirement-Investment Plan, as amended and restated effective
January 1, 1993 (revised through September 30, 1995) (incorporated by reference to Exhibit
10.1 to our Registration Statement on Form S-8 filed on October 5, 1995).

Defined Contribution Plans Master Trust Agreement, between Comcast Corporation and
State Street Bank and Trust Company (incorporated by reference to Exhibit 10.2 to our
Registration Statement on Form S-8 filed on October 5, 1995).

Constitutes a management contract or compensatory plan or arrangement.
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10.12 Tax Sharing Agreement, dated as of December 2, 1992, among Storer Communications, Inc.,
TKR Cable I, Inc., TKR Cable II, Inc., TKR Cable III, Inc., Tele-Communications, Inc., the
Company and each of the Departing Subsidiaries that are signatories thereto (incorporated by
reference to Exhibit 4 to our Current Report on Form 8-K filed on December 17, 1992, as
amended by Form 8 filed January 8, 1993).

10.13* Comcast Corporation 1997 Deferred Stock Option Plan, as amended and restated, effective
December 18, 1997 (incorporated by reference to Exhibit 10.13 to our Annual Report on
Form 10-K for the year ended December 31, 1997).

10.14 Note Purchase Agreement, dated as of November 15, 1992, among Comcast Storer, Inc.,
Storer Communications, Inc., Comcast Storer Finance Sub, Inc. and each of the respective
purchasers named therein (incorporated by reference to Exhibit 6 to our Current Report on
Form 8-K filed on December 17, 1992, as amended by Form 8 filed January 8, 1993).

10.15 Payment Agreement, dated December 2, 1992, among the Company, Comcast Storer, Inc.,
SCI Holdings, Inc., Storer Communications, Inc. and each of the Remaining Subsidiaries that
are signatories thereto (incorporated by reference to Exhibit 7 to our Current Report on Form
8-X filed on December 17, 1992, as amended by Form 8 filed January 8, 1993).

10.16 Intercreditor and Collateral Agency Agreement, dated as of December 2, 1992, among
Comcast Storer, Inc., Comcast Cable Communications, Inc., Storer Communications, Inc., the
banks party to the Credit Agreement dated as of December 2, 1992, the purchasers of the

. Senior Notes under the separate Note Purchase Agreements each dated as of November 15,
1992, the Senior Lenders (as defined therein) and The Bank of New York as collateral agent
for the Senior Lenders (incorporated by reference to Exhibit 8 to our Current Report on Form
8-K filed on December 17, 1992, as amended by Form 8 filed January 8, 1993).

10.17 Tax Sharing Agreement, dated December 2, 1992, between the Company and Comcast Storer,
Inc. (incorporated by reference to Exhibit 9 to our Current Report on Form 8- filed on
December 17, 1992, as amended by Form 8§ filed January 8, 1993).

10.18 Pledge Agreement, dated as of December 2, 1992, between Comcast Cable Communications,
Inc. and The Bank of New York (incorporated by reference to Exhibit 10 to our Current
Report on Form 8-K filed on December 17, 1992, as amended by Form 8 filed January 8,
1993).

10.19 Pledge Agreement, dated as of December 2, 1992, between Comcast Storer, Inc. and The
Bank of New York (incorporated by reference to Exhibit 11 to our Current Report on Form
8-K filed on December 17, 1992, as amended by Form 8 filed January §, 1993).

10.20 Pledge Agreement, dated as of December 2, 1992, between Storer Communications, Inc. and
The Bank of New York (incorporated by reference to Exhibit 12 to our Current Report on
Form 8-K filed on December 17, 1992, as amended by Form 8 filed January 8, 1993).

10.21 Note Pledge Agreement, dated as of December 2, 1992, between Comcast Storer, Inc. and

The Bank of New York (incorporated by reference to Exhibit 13 to our Current Report on
~ Form 8K filed on December 17, 1992, as amended by Form 8 filed January 8, 1993).

10.22 Guaranty Agreement, dated as of December 2, 1992, between Storer Communications, Inc.
and The Bank of New York (incorporated by reference to Exhibit 14 to our Current Report on
Form 8-K filed on December 17, 1992, as amended by Form 8 filed January §, 1993).

10.23 Guaranty Agreement, dated as of December 2, 1992, between Comcast Storer Finance Sub,
Inc. and The Bank of New York (incorporated by reference to Exhibit 15 to our Current
Report on Form 8-K filed on December 17, 1992, as amended by Form 8 filed January 8,
1993).

10.24 Amended and Restated Stockholders Agreement, dated as of February 9, 1995, among the
Company, Comcast QVC, Inc., QVC Programming Holdings, Inc., Liberty Media
Corporation, QVC Investment, Inc. and Liberty QVC, Inc. (incorporated by reference to
Exhibit 10.5 to our Quarterly Report on Form 10-Q for the quarter ended March 31, 1995).

Constitutes a management contract or compensatory plan or arrangement.
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10.25(a)

10.25(b)y**

10.26

10.27

10.28

10.29

10.30

10.31

10.32%*

10.33

Credit Agreement, dated as of February 15, 1995, among QVC, Inc. and the Banks listed
therein (incorporated by reference to Exhibit (b)(6) to Amendment No. 21 to the Tender Offer
Statement on Schedule 14D-1 filed on February 17, 1995 by QVC Programming Holdings,
Inc., the Company and Tele-Communications, Inc. with respect to the tender offer for all
outstanding shares of QVC, Inc.).

Amendment No. 3, dated as of July 19, 1996, to the Credit Agreement, dated as of February
15, 1995, among QVC, Inc. and the Banks listed therein.

Comcast MHCP Holdings, L.L.C. Amended and Restated Limited Liability Company
Agreement, dated as of December 18, 1994, among Comcast Cable Communications, Inc.,
The California Public Employees’ Retirement System and, for certain limited purposes, the
Company (incorporated by reference to Exhibit 10.1 to our Current Report on Form 8-K filed
on January 6, 1995).

Credit Agreement, dated as of December 22, 1994, among Comcast MH Holdings, Inc., the
banks listed therein, The Chase Manhattan Bank (National Association), NationsBank of
Texas, N.A. and the Toronto-Dominion Bank, as Arranging Agents, The Bank of New York,
The Bank of Nova Scotia, Canadian Imperial Bank of Commerce and Morgan Guaranty Trust
Company of New York, as Managing Agents and NationsBank of Texas, N.A., as
Administrative Agent (incorporated by reference to Exhibit 10.2 to our Current Report on
Form 8-K filed on January 6, 1995).

Pledge Agreement, dated as of December 22, 1994, between Comcast MH Holdings, Inc. and
NationsBank of Texas, N.A., as the secured party (incorporated by reference to Exhibit 10.3
to our Current Report on Form 8-K filed on January 6, 1995).

Pledge Agreement, dated as of December 22, 1994, between Comcast Communications
Properties, Inc. and NationsBank of Texas, N.A., as the Secured Party (incorporated by
reference to Exhibit 10.4 to our Current Report on Form 8-K filed on January 6, 1995).

Affiliate Subordination Agreement (as the same may be amended, modified, supplemented,
waived, extended or restated from time to time, this “Agreement’”), dated as of December 22,
1994, among the Company, Comcast MH Holdings, Inc., (the “Botrower™), any affiliate of
the Borrower that shall have become a party thereto and NationsBank of Texas, N.A., as
Administrative Agent under the Credit Agreement dated as of December 22, 1994, among the
Borrower, the Banks listed therein, The Chase Manhattan Bank (National Association),
NationsBank of Texas, N.A. and The Toronto-Dominion Bank, as Arranging Agents, The
Bank of New York, The Bank of Nova Scotia, Canadian Imperial Bank of Commerce and
Morgan Guaranty Trust Company of New York, as Managing Agents, and the Administrative
Agent (incorporated by reference to Exhibit 10.5 to our Current Report on Form 8-K filed on
January 6, 1995).

Registration Rights and Price Protection Agreement, dated as of December 22, 1994, by and
between the Company and The California Public Employees’ Retirement System
(incorporated by reference to Exhibit 10.8 to our Current Report on Form 8-K filed on
January 6, 1995).

Credit Agreement, dated as of November 15, 1996, among Comcast SCH Holdings, Inc., the
banks listed therein, Nationsbank of Texas, N.A., as Documentation Agent, The Chase
Manhattan Bank, as Syndication Agent, The Bank of New York, The Chase Manhattan Bank
and Nationsbank of Texas, N.A., as Managing Agents, and The Bank of New York, as
Administrative Agent.

Indenture dated as of May 1, 1997, between Comcast Cable Communications, Inc. and Bank
of Montreal Trust Company, as Trustee, in respect of Comcast Cable Communications, Inc.’s
8-1/8% Notes due 2004, 8-3/8% Notes due 2007, 8-7/8% Notes due 2017, 8-1/2% Notes due
2027 and 6.20% Notes due 2008 (incorporated by reference to Exhibit 4.1(a) to the
Registration Statement on Form S-4 (File No. 333-30745) of Comcast Cable
Communications, Inc.).

*  Constitutes a management contract or compensatory plan or arrangement.

**  Pursuant to Item 601(b)(4)(i1i)(A) of Regulation S-K, the Registrant agrees to furnish a copy of the referenced
agreement to the Commission upon request.
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Purchase and Sale Agreement dated as of January 19, 1999 among SBC Communications
Inc., Comcast Cellular Holdings Corporation, Comcast Financial Corporation and Comcast
Corporation.

List of Subsidiaries.

Consent of Deloitte & Touche LLP.

Consent of KPMG LLP.

Financial Data Schedule.

Report of Independent Public Accountants to QVC, Inc., as of December 31, 1998 and 1997
and for the years ended December 31, 1998, 1997 and 1996.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized in Philadelphia, Pennsylvania
on February 26, 1999.

Comgcast Corporation

By: /s/ Brian L. Roberts

Brian L. Roberts
President and Director

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Title Date

/s/ Ralph J. Roberts

Ralph J. Roberts Chairman of the Board of Directors; Director February 26, 1999
/s/ Julian A. Brodsky Vice Chairman of the Board of Directors; February 26, 1999
Julian A. Brodsky Director

/s/ Brian L. Roberts President; Director (Principal Executive February 26, 1999
Brian L. Roberts Officer)

/s/ Lawrence S. Smith Executive Vice President February 26, 1999
Lawrence S. Smith (Principal Accounting Officer)

/s/ John R. Alchin Senior Vice President, Treasurer (Principal February 26, 1999
John R. Alchin Financial Officer)

s/ Gustave G. Amsterdam
Gustave G. Amsterdam Director February 26, 1999

/s/ Sheldon M. Bonovitz
Sheldon M. Bonovitz Director February 26, 1999

/s/ Joseph L. Castle II
Joseph L. Castle I Director February 26, 1999

/s/ Bernard C. Watson
Bernard C. Watson Director February 26, 1999

/s/ Irving A. Wechsler

Irving A. Wechsler Director February 26, 1999
/s/ Anne Wexler
Anne Wexler Director February 26, 1999
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This Annual Report on Form 10-K is for the year
ending December 31, 1999. This Annual Report modifies
and supersedes documents filed prior to this Annual
Report. The SEC allows us to “incorporate by reference”
information that we file with them, which means that we
can disclose important information to you by referring
you directly to those documents. Information
incorporated by reference is considered to be part of this
Annual Report. In addition, information that we file with
the SEC in the future will automatically update and
supersede information contained in this Annual Report.
In this Annual Report, “Comcast,” “we,” “us” and “our”
refer to Comcast Corporation and its subsidiaries.

You should carefully review the information
contained in this Annual Report, but should particularly
consider any risk factors that we set forth in this Annual
Report and in other reports or documents that we file
from time to time with the SEC. In this Annual Report,
we state our beliefs of future events and of our future
financial performance. In some cases, you can identify
those so-called *“forward-looking statements™ by words
such as “may,” “will,” “should,” “expects,” “plans,”
“anticipates,” “believes,” ‘“estimates,” ‘“predicts,”
“potential,” or “‘continue” or the negative of those words
and other comparable words. You should be aware that
those statements are only our predictions. Actual events
or results may differ materially. In evaluating those
statements, you should specifically consider various
factors, including the risks outlined below. Those factors

may cause our actual results to differ materially from any
of our forward-looking statements.

Factors Affecting Future Operations

We have in the past acquired and we will be
acquiring cable communications systems in new
communities in which we do not have established
relationships with the franchising authority, community
leaders and cable subscribers. Further, a substantial
number of new employees must be integrated into our
business practices and operations. Our results of
operations may be significantly affected by our ability to
efficiently and effectively manage these changes.

In addition, the cable communications industry and
the provision of programming content may be affected by,
among other things:

changes in laws and regulations,

changes in the competitive environment,

changes in technology,

franchise related matters,

market conditions that may adversely affect the

availability of debt and equity financing for

working capital, capital expenditures or other
purposes,

. demand for the programming content we
distribute or the willingness of other video
program distributors to carry our content, and

] general economic conditions.



PARTI

ITEM 1 BUSINESS

We are principally involved in three lines of
business:

. Cable-through the development, management
and operation of broadband communications
networks,

. Commerce—-through QVC, our electronic retail-
ing subsidiary, and

U Content-through our consolidated subsidiaries
Comcast-Spectacor, Comcast SportsNet and E!
Entertainment Television, and through our
other programming investments, including The
Golf Channel, Speedvision and Qutdoor Life.

We are currently the third largest cable operator in
the United States and are in the process of deploying
digital video applications and high-speed Internet access
service to expand the products available on our cable
communications networks.

Our consolidated cable operations served 5.7 million
subscribers and passed 9.5 million homes in the United
States as of December 31, 1999. In January 2000, we
acquired Lenfest Communications, Inc., a cable

communications company serving 1.3 million
subscribers. We have entered into a series of transactions
whereby we will acquire, subject to receipt of necessary
regulatory and other approvals, 1.2 million cable
subscribers over the next twelve months. Upon
completion of these pending transactions, we will serve
8.2 million subscribers.

Through QVC, we market a wide variety of products
directly to consumers primarily on merchandise-focused
television programs. As of December 31, 1999, QVC was
available, on a full and part-time basis, to over 72 million
homes in the United States, over 8 million homes in the
United Kingdom and Ireland and over 17 million homes
in Germany.

We are a Pennsylvania corporation that was
organized in 1969. We have our principal executive
offices at 1500 Market Street, Philadelphia, PA
19102-2148. Our telephone number is (215) 665-1700.
We also have a world wide web site at
http://www.comcast.com. The information posted on our
web site is not incorporated into this Annual Report.

FINANCIAL INFORMATION ABOUT INDUSTRY SEGMENTS

You should see Note 10 to our consolidated financial statements in Item 8 of this Annual Report for information

about our operations by industry segment.

GENERAL DEVELOPMENTS OF OUR BUSINESS

‘We entered into a number of significant transactions
in 1999 which have or are expected to close in 2000. We
have summarized these transactions below and have more
fully described them in Note 3 to our consolidated
financial statements in Item 8 of this Annual Report.

Pending Transactions as of December 31, 1999
Acquisition of Lenfest Communications, Inc.

In January 2000, we acquired Lenfest
Communications, Inc., a cable communications company
serving 1.3 million subscribers primarily in the
Philadelphia area from AT&T Corp. and the Lenfest
stockholders for 121.4 million shares of our Class A
Special Common Stock with a value of $6.077 billion. In
connection with the acquisition, we assumed $1.777
billion of debt.

Acquisition of CalPERS’ Interest in Jointly Owned
Cable Properties

In February 2000, we acquired the California Public

Employees Retirement System’s 45% interest in Comcast
MHCP Holdings, L.L.C., a 55% owned consolidated
subsidiary of ours which serves 642,000 cable subscribers
in Michigan, New Jersey and Florida pursuant to an
agreement entered into in December 1999. In February
2000, the acquisition closed and, as a result, we now own
100% of Comcast MHCP. The consideration was $750.0
million in cash.

Jones Intercable Agreement

In April 1999, we acquired a controlling interest in
Jones Intercable, Inc., a cable communications company
serving 1.1 million subscribers, through our purchase of
12.8 million shares of Jones Intercable Class A Common
Stock and 2.9 million shares of Jones Intercable Common
Stock for $706.3 million in cash. In connection with the
acquisition, we assumed $1.499 billion of Jones
Intercable debt. In June 1999, we acquired an additional
1.0 million shares of Jones Intercable Class A Common
Stock for $50.0 million in cash through a private
transaction. We have consolidated the operating results of
Jones Intercable since April 1999.



In December 1999, we entered into a merger
agreement with Jones Intercable to acquire all of the
remaining shares of Jones Intercable not currently owned
by us. Under the terms of the merger agreement, Jones
Intercable shareholders will receive 1.4 shares of our
Class A Special Common Stock for each share of Jones
Intercable Class A Common Stock and Common Stock.
As a result of the merger, we will own 100% of Jones
Intercable. We expect that the merger, which is subject to
shareholder approval, will close in the first quarter of
2000.

Time Warner Agreement

In November 1999, we entered into an agreement to
exchange certain of our cable communications systems
with Time Warner Cable, a division of Time Warner
Entertainment Company, L.P. Under the terms of the
agreement, we will receive cable communications
systems serving 120,000 subscribers. In exchange, Time
Warner will receive systems that we currently own
serving 133,000 subscribers. At closing, Time Warner
will pay us an equalizing payment of $31.2 million,
reflecting the agreed upon difference in fair value of the
Time Warner assets and our assets to be exchanged,
subject to adjustment. The transaction is subject to
customary closing conditions and regulatory approvals
and is expected to close in the second quarter of 2000.

Prime Communications Agreement

In December 1998, we agreed to invest in Prime
Communications LLC, a cable communications company
serving 430,000 subscribers. Pursuant to the terms of this
agreement, in December 1998 we acquired from Prime a
$50.0 million 12.75% subordinated note due 2008 issued
by Prime. In July 1999, we made a loan to Prime in the
form of a $733.5 million 6% ten year note, convertible
into 90% of the equity of Prime. In November 1999, we
made an additional $20.0 million loan to Prime (on the
same terms as the original loan), and delivered a notice of
our intention to convert the 6% note. The note will be
converted upon receipt of customary closing conditions
and regulatory approvals, which are expected to be
obtained in the second quarter of 2000. The owners of
Prime have agreed that at the time of conversion, they
will sell their remaining 10% equity interest in Prime to
us for $82.0 million, plus accrued interest from July 1999
at 7% per annum. As a result, we would then own 100%
of Prime and assume management control of Prime’s
operations. Upon closing, we will assume $550 million of
Prime’s debt.

M\

AT&T Agreement

In May 1999, we entered intc an agreement with
AT&T to exchange various cable communications
systems. Under the terms of the agreement, we will
receive cable communications systems serving 1.5 million
subscribers. Inexchange, AT&T will receive systems that
we currently own or will acquire serving 750,000
subscribers. At closing, we will pay AT&T an equalizing
payment of approximately $3.4 billion (subject to
adjustment based on the actual number of net subscribers
acquired and the per subscriber price of certain
subscribers) for the 750,000 net subscribers to be
acquired as aresult of the exchanges. We will pay for the
netsubscribers acquired in connection with the exchanges
with shares of AT&T common stock that we currently
own or may acquire and other securities or assets which
would permit the exchanges to be tax-free to the
maximum extent possible. The agreed upon value of any
AT&T common stock used in the exchange that was
owned by us at the time of the agreement is $54.41 per
share.

Under the terms of the agreement, we also agreed to
offer AT&T-branded residential wireline telephony in our
cable communications system markets, provided AT&T
has concluded separate residential telephony agreements
with at least two other non-AT&T affiliated multi-system
cable operators. AT&T has agreed to grant us the most
favorable terms AT&T has reached with any of those or
other multi-system cable operators.

The majority of the system exchanges are contingent
upon thecompletion of AT&T’s acquisition of MediaOne
Group, Inc., which is expected to close in 2000, subject
to customary closing conditions and regulatory approvals.

Adelphia Agreement

In May 1999, we entered into an agreement to
exchange certain cable communications systems with
Adelphia Communications. Under the terms of the
agreement, we will receive cable communications systems
serving 464,000 subscribers from Adelphia. In exchange,
Adelphia will receive cable communications systems
currently owned by us serving 440,000 subscribers. All of
the systems involved in the systems exchanges will be
valued based upon independent appraisals with any
difference in relative value to be funded with cash or
additional cable communications systems. The transaction
is subject to customary closing conditions and regulatory
approvals and is expected to close in the third quarter of
2000.



Completed Transactions During 1999
MediaOne Group, Inc. Agreement

In March 1999, we entered into an Agreement and
Plan of Merger with MediaOne pursuant to which
MediaOne was to be merged with us. Under the terms of
that agreement, MediaOne could terminate the agreement
under certain conditions, provided that it pay us a
termination fee of $1.5 billion in cash. In April 1999,
AT&T submitted an offer to purchase MediaOne. In May
1999, the MediaOne board of directors notified us that it

had determined that the AT&T offer was superior to our
offer. MediaOne then terminated the agreement and paid
us the termination fee.

Sale of Comcast Cellular Corporation

In July 1999, we sold Comcast Cellular Corporation
to SBC Communications, Inc. for $361.1 million in cash
and the assumption of $1.315 billion of Comeast Cellular
debt. We recognized a gain on the sale of $355.9 million,
net of income tax expense.

DESCRIPTION OF OUR BUSINESSES

Cable Communications
Technology and Capital Improvements

Our cable communications networks receive signals
by means of:

special antennae,

microwave relay systems,

earth stations, and

coaxial and fiber optic cables.
These networks distribute a variety of video,

telecommunications and data services to residential and
commercial subscribers.

As of December 31, 1999, 81% of our cable
subscribers were served by a system with a capacity of at
least 550-MHz and 60% of our cable subscribers were
served by a system with a capacity of at least 750-MHz.
We are deploying fiber optic cable and upgrading the
technical quality of our cable communications networks.
As a result, the reliability and capacity of our systems
have increased, aiding in the delivery of additional video
programming and other services such as enhanced digital
video, high-speed Internet access service and, potentially,
telephony.

We will incur significant capital expenditures in the
future for the upgrading and rebuilding of the cable
communications systems to be acquired by us as a result
of our acquisition of Lenfest Communications, our
pending acquisition of Prime Communications and the
pending systemexchanges with AT&T, Time Warner and
Adelphia.

Franchises
Cable communications systems are constructed and

operated under non-exclusive franchises granted by state
or local governmental authorities and are subject to

federal, state and local legislation and regulation.
Franchises typically contain many conditions which may
include:

rate and service conditions,
construction schedules,

types of programming and provision of services
to schools and other public institutions, and

insurance and indemmity bond requirements.

Our franchises typically provide for periodic pay-
ment of fees to franchising authorities of up to 5% of
“revenues” (as defined by each franchise agreement). We
normally pass those fees on to subscribers. In many cases,
we need the consent of the franchising authority to
transfer our franchises. The franchises are granted for
varying lengths of time.

Although franchises historically have been renewed,
renewals may include less favorable terms and conditions.
Under existing law, franchises should continue to be
renewed for companies that have provided adequate
service and have complied generally with franchise terms.
The franchising authority may choose to award additional
franchises to competing companies at any time. As of
January 31, 2000, we have 1,465 franchises in the United
States, including 381 franchises acquired from Lenfest
Communications.

Revenue Sources

We receive the majority of our revenues from
subscription services. Subscribers typically pay us on a
monthly basis and generally may discontinue services at
any time. Monthly subscription rates and related charges
vary according to the type of service selected and the type
of equipment used by subscribers. Packages of
programming services offered to subscribers may consist
of:

»

national television networks,




local and distant independent, specialty and
educational television stations,

satellite-delivered programming,
locally originated programs,
audio programming, and

electronic retailing programs.

We also offer, for an additional monthly fee,
premium services, such as:

Home Box Office®,
Cinemax®,
Showtime®,

The Movie Channel™, and

Encore®.

These premium services generally offer, without
commercial interruption, feature motion pictures, live and
taped sporting events, concerts and other special features.
The charge for premium services depends upon the type
and level of service selected by the subscriber.

We also generate revenues from advertising sales,
pay-per-view services, installation services, commissions
from electronic retailing and other services. We generate
revenues from the sale of advertising time to local,
regional and national advertisers on non-broadcast
channels. Pay-per-view services permit a subscriber to
order, for a separate fee, individual feature motion
pictures and special event programs, such as professional
boxing, professional wrestling and concerts.

During 1999, we made our digital cable service
available to over 80% of our subscribers. As of
December 31, 1999, more than 515,000 subscribers were
receiving our digital cable service for an additional
monthly fee. Digital cable service allows us to use digital
compression to substantially increase the capacity of our
cable communications systems, as well as to improve
picture quality.

We market Excite@Home’s high-speed cable modem
services as Comcast@Home in areas served by certain of
our cable communications systems. Residential
subscribers can connect their personal computers via
cable modems to a high-speed national network
developed and managed by Excite@Home. Subscribers
can then access online information, including the Internet,
at faster speeds than that of conventional modems.
Through Excite@Home, we also provide businesses with
Internet connectivity solutions and networked business
applications. Together with Excite@Home, we provide
national and local content, sell advertising to businesses

and provide services to residential subscribers. As of
December 31, 1999, the Comcast@Home service was
available to over 3.2 million homes in 14 markets and
served 142,000 subscribers.

Our sales efforts are primarily directed toward
increasing the number of subscribers we serve and
generating incremental revenues in our franchise areas.
We sell our cable communications services through:

telernarketing,
direct mail advertising,
door-to-door selling, and

local media advertising.
Programming

We generally pay either a monthly fee per subscriber
per channel or a percentage of certain revenues for
programming. Our programming costs are increased by:

increases in the number of subscribers,

expansion of the number of channels provided
to customers, and

increases in contract rates from programming
suppliers.

We attempt to secure long-term programming
contracts with volume discounts and/or marketing support
and incentives from programming suppliers. Our
programming contracts are generally for a fixed period of
time and are subject to negotiated renewal. We anticipate
that future contract renewals will result in programming
costs that are higher than our costs today, particularly for
sports programming.

Customer Service

We manage most of our cable communications
systems in geographic clusters. Clustering improves our
ability to sell advertising, enhances our ability to
efficiently introduce and market new products, and allows
us to more efficiently and effectively provide customer
service and support. As part of our clustering strategy, we
have recently consolidated our local customer service
operations into large regional call centers. These regional
call centers have technologically advanced telephone
systers that provide 24-hour per day, 7-day per week call
answering capability, telemarketing and other services.
We have 10 call centers in operation as of December 31,
1999 which serve approximately 2.5 million subscribers.
Subscribers in our remaining cable communications
systems receive customer service primarily through our
local, system-based representatives.



Qur Cable Communications Systems

The table below summarizes certain subscriber information for our cable communications systems as of

December 31 (homes and subscribers in thousands):

1999(8) 1998 1997 1996(8) 1995

Basic Cable

HomesPassed (1) ...............cvvvnn., 9,522 7,382 7,138 6,975 5,570

Subscribers (2) ...... . 5,720 4,511 4,366 4,280 3,407

Penetration (3) .. ... vt 60.1% 61.1% 61.2% 61.4% 61.2%
Digital Cable

“Digital Ready” Subscribers (4) ............. 4,637 1,570

Subseribers . ...... .. e 515 78

Penetration (5) .. ... .o 11.1% 5.0%
Comcast@Home

“Modem Ready” Homes Passed (6) .......... 3,259 1,804 866

Subscribers . ... 142 51 10

“Modem Ready” Penetration (7) . ............ 4.4% 2.8% 1.2%

)
€3
3)
4
&)

(6)

subscribers.

extending the transmission lines.

Q)
(8)

homes passed.

a controlling interest in Jones Intercable, Inc.

A home is “passed” if we can connect it to our distribution system without further extending the transmission lines.
A dwelling with one or more television sets connected to a system counts as one basic cable subscriber.

Basic cable penetration means the number of basic cable subscribers as a percentage of basic cable homes passed.
A subscriber is “‘digital ready” if the subscriber is in a market where we have launched our digital cable service.
Digital cable penetration means the number of digital cable subscribers as a percentage of “digital ready”

A home passed is “modem ready” if we can connect it to our internet service connection system without further
“Modem ready” penetration means the number of Comcast@Home customers as a percentage of “modem ready”

In November 1996, we acquired the cable operations of The E.W. Scripps Company. In April 1999, we acquired

Competition

Qur cable communications systems compete with a
number of different sources which provide news,
information and entertainment programming (o
consumers, including:

* local television broadcast stations that provide
off-air programming which can be received
using a roof-top antenna and television set,

program distributors that transmit satellite
signals containing video programming, data and
other information to receiving dishes of varying
sizes located on the subscriber's premises,

satellite master antenna television systems,
commonly known as SMATYV, which generally
serve condominiums, apartment and office
complexes and residential developments,

multichannel, multipoint distribution service
operators, commonly known as MMDS or
wireless cable operators, which use low-power
microwave frequencies to transmit video

programming and other information over-the-air
to subscribers,

other cable operators who build and operate
cable systems in the same communities that we
serve, commonly known as overbuilders,

interactive online computer services,
newspapers, magazines and book stores,
movie theaters,

live concerts and sporting events, and
home video products.

In order to compete effectively, we strive to provide,
at a reasonable price to subscribers:

e  superior technical performance,
superior customer service,
a greater variety of video programming, and
new products such as digital cable and cable
modem Internet access and potential products
such as telephony.



Federal law allows local telephone companies to
provide, directly to subscribers, a wide variety of services
that are competitive with our cable communications
services. Some local telephone companies:

provide video services within and outside their
telephone service areas through a variety of
methods, including cable networks, satellite
program distribution and wireless transmission
facilities, and/or

have announced plans to construct and operate
cable communications systems in various states.

A local telephone company, Ameritech, has obtained
cable franchises in communities in Michigan that we also
serve. It competes directly with us in these areas by
providing video and other cable communications services
to subscribers. New facilities-based competitors such as
RCN Corporation and Knology Holdings, Inc. are now
offering cable and related communications services in
various areas where we hold franchises. We anticipate
that facilities-based competitors will develop in other
franchise areas we serve.

Local telephone companies and other businesses
construct and operate communications facilities that
provide access to the Internet and distribute interactive
computer-based services, data and other non-video
services to homes and businesses. These competitors are
not required, in certain circumstances, to comply with
some of the material obligations imposed upon our cable
communications systems under our franchises. We are
unable to predict the likelihood of success of competing
video or cable service ventures by local telephone
companies or other businesses. Nor can we predict the
impact these competitive ventures might have on our
business and operations.

We operate each of our cable communications
systems pursuant to a non-exclusive franchise that is
issued by the community's governing body such as a city
council, a county board of supervisors or a state
regulatory agency. Federal law prohibits franchising
authorities from unreasonably denying requests for
additional franchises, and it permits franchising
authorities to operate cable systems. Companies that
traditionally have not provided cable services and that
have substantial financial resources (such as public
utilities that own certain of the poles to which our cables
are attached) may also obtain cable franchises and may
provide competing communications services.

In the past few years, Congress has enacted
legislation and the Federal Communications Commission,
commonly known as the FCC, has adopted regulatory
policies intended to provide a more favorable operating

environment for existing and new technologies that
provide, or have the potential to provide, substantial
competition to our cable communications systems. These
technologies include direct broadcast satellite service,
commonly known as DBS, among others. According to
recent government and industry reports, conventional,
medium and high-power satellites currently provide video
programming to over 13.1 million individual households,
condominiums, apartment and office complexes in the
United States. DBS providers with high-power satellites
typically offer to their subscribers more than 300
channels of programming, including program services
similar to those provided by cable communications
systems.

DBS service can be received virtually anywhere 1n
the continental United States through the installation of a
small roof top or side-mounted antenna. DBS systems use
video compression technology to increase channel
capacity and digital technology to improve the quality of
the signals transmitted to their subscribers. Our digital
cable service is competitive with the programming,
channel capacity and the digital quality of signals
delivered to subscribers by DBS systems. We are and will
continue to deploy digital cable service in the
communities that we serve.

Two major companies, DirecTV and Echostar, are
currently offering nationwide high-power DBS services.
Recently enacted federal legislation establishes, among
other things, a permanent compulsory copyright license
that permits satellite carriers to retransmit local broadcast
television signals to subscribers who reside inside the
local television station’s market. These companies have
already begun transmitting local broadcast signals in
certain major televison markets and have announced their
intention to expand this local television broadcast
retransmission service to other domestic markets. With
this legislation, satellite carriers become more competitive
to cable communications systemoperators like us because
they are now able to offer programming which more
closely resembles what we offer. We are unable to predict
the effects this legislation and these competitive
developments might have on our business and operations.

Our cable communications systems also compete for
subscribers with SMATYV systems. SMATV system
operators typically are not subject to regulation like local
franchised cable communications system operators.
SMATV systems offer subscribers both improved
reception of local television stations and many of the
same satellite-delivered programming services offered by
franchised cable communications systems. In addition,
some SMATYV operators are developing and/or offering
packages of telephony, data and video services to private
residential and commercial developments. SMATV
system operators often enter into exclusive service



agreements with building owners or homeowners'
associations, although some states have enacted laws to
provide cable communications systems access to these
complexes. Courts have reviewed challenges to these
laws and have reached varying results. Our ability to
compete for subscribers in residential and commercial
developments served by SMATV system operators is
uncertain. However, we are developing competitive
packages of services (video, data and telephony) to offer
to these residential and commercial developments.

Cable communications systems also compete with
MMDS or wireless cable systems, which are authorized
to operate in areas served by our cable communications
systems. The FCC recently amended its regulations to
provide flexibility to wireless system operators to employ
digital technology in delivering two-way communications
services, including high-speed Internet access. Federal
law significantly limits certain local restrictions on the
use of roof-top, satellite and microwave antennae to
receive satellite programming and over-the-air
broadcasting services.

Many of our cable communications systems are
currently offering, or plan to offer, interactive online
computer services to subscribers. These systems will
compete with a number of other companies, many of
whom have substantial resources, such as:

e existing Internet service providers, commonly
known as ISPs,

local telephone companies, and

long distance telephone companies.

Recently, a number of companies, including
telephone companies and ISP’s, have asked local, state
and federal governments to mandate that cable
communications systems operators provide capacity on
their cable infrastructure so that these companies and
others may deliver Internet services directly to customers
over cable facilities. In response, several local
jurisdictions attempted to impose these capacity
obligations on several cable communications operators.
Various cable communications companies, including us,
have initiated litigation challenging these municipal
requirements. In addition, two antitrust lawsuits have
been filed in federal courts alleging that we and other
cable communications companies have improperly
refused to allow our cable facilities to be used by certain
ISPs to serve their customers. Franchise renewals and
transfers could become more difficult depending upon the
outcome of this issue. In a 1999 report to Congress, the
FCC declined to institute an administrative proceeding to
exarnine this issue. It is expected that the FCC, Congress,
and state and local regulatory authorities will continue to
consider actions in this area.

The deployment of Digital Subscriber Line
technology, known as DSL, allows Internet access to
subscribers at data transmission speeds equal to or greater
than that of modems over conventional telephone lines.
Numerous companies, including telephone companies,
have introduced DSL service and certain telephone
companies are seeking to provide high-speed broadband
services, including interactive online services, without
regard to present service boundaries and other regulatory
restrictions. We are unable to predict the likelihood of
success of competing online services offered by our
competitors or what impact these competitive ventures
may have on our business and operations.

We expect advances in communications technology,
as well as changes in the marketplace and the regulatory
and legislative environment to occur in the future. We
refer you to page 10 of this Annual Report for a detailed
discussion of legislative and regulatory factors. Other
new technologies and services may develop and may
compete with services that our cable communications
systems offer. Consequently, we are unable to predict the
effect that ongoing or future developments might have on
our business and operations.

Commerce

QVCis adomestic and international electronic media
general merchandise retailer which produces and
distributes merchandise-focused television programs, via
satellite, to affiliated video program distributors for
retransmission to subscribers. At QVC, program hosts
describe and demonstrate the products and viewers place
orders directly with QVC. We own 57% of QVC.

Revenue Sources

QVC sells a varety of consumer products and
accessories including jewelry, housewares, electronics,
apparel and accessories, collectibles, toys and cosmetics.
QVC purchases, or obtains on consignment, products
from domestic and foreign manufacturers and
wholesalers, often on favorable terms based on the
volume of the transactions. QVC intends to continue
introducing new products and product lines. QVC does
not depend upon any one particular supplier for any
significant portion of its inventory.

Viewers place orders to purchase QVC merchandise
by calling a toll-free telephone number. QVC uses
automatic call distributing equipment to distribute calls to
its operators. The majority of all payments for purchases
are made with a major credit card or QVC’s private label
credit card. QVC’s private label credit card program is
serviced by an unrelated third party. QVC ships
merchandise promptly from its distribution centers,
typically within 24 hours after receipt of an order. QVC’s



return policy permits customers to return, within 30 days,
any merchandise purchased for a full refund of the
purchase price and original shipping charges.

Distribution Channels

In the United States, QVC is transmitted live 24
hours a day, 7 days a week, to 60.6 million cable
television homes. An additional 1.3 million cable
television homes receive QVC on a less than full time
basis and 11.9 million home satellite dish users receive
QVC programming. The QVC program schedule consists
of one-hour and multi-hour program segments. Each
program theme is devoted to a particular category of
product or lifestyle. From time to time, special program
segments are devoted to merchandise associated with a
particular celebrity, event, geographical region or
seasonal interest.

QVC sells products over electronic media in
Germany, the United Kingdom and Ireland. In the UK
and Ireland, this service currently reaches over 8 million
cable television and home satellite dish-served homes. In
Germany, this service currently is available to over 17
million cable television and home satellite dish-served
homes. However, we estimate that only 7 million homes
in Germany have programmed their television sets to
receive this service.

QVC also offers an interactive shopping service,
iQVC, on the Internet. The iQVC service offers a diverse
array of merchandise, on-line, 24 hours a day, 7 days a
week. iQVC also maintains a mailing list which e-mails
product news to subscribers.

QVC Transmission

A transponder on a communications satellite
transmits the QVC domestic signal. QVC subleases
transponders for the transmission of its signals to the UK
and Germany and has made arrangements for redundant
coverage through other satellites in case of a failure. QVC
has never had an interruption in programming due to
transponder failure. We cannot offer assurances that there
will not be an interruption or termination of satellite
transmission due to transponder failure. Interruption or
termination could have a material adverse effect on
QVC’s future results of operations.

Program Distributors

We have entered into affiliation agreements with
video program distributors in the US to carry QVC
programming. Generally, there are no additional charges
to subscribers for the distribution of QVC. In return for

carrying QVC, each programming distributor receives an
allocated portion, based upon market share, of up to five
percent of the net sales of merchandise sold to customers
located in the programming distributor’s service area. The
terms of most affiliation agreements are automatically
renewable for one-year terms unless terminated by either
party on at least 90 days notice prior to the end of the
term. Most of the affiliation agreerments provide for the
programming distributor to broadcast commercials
regarding QVC on other channels and to distribute
QVC’s advertising material to subscribers. As of
December 31, 1999, 10.2% of the total homes reached by
QVC were attributable to QVC’s affiliation agreements
with us and 22% with AT&T, the indirect owner of a
43% interest in QVC, and their respective subsidiaries.

QVC competes for cable channels against similar
electronic retailing programming, as well as against
alternative programming supplied by other sources,
including news, public affairs, entertainment and sports
programmers. QVC’s business depends on its affiliation
with programming distributors for the transmission of QVC
programming. If a significant number of homes are no
longer served because of termination or non-renewal of
affiliation agreements, our financial results could be
adversely affected. QVC has incentive programs to induce
programming distributors to enter into or extend affiliation
agreements or to increase the number of homes under
existing affiliation agreements. These incentives include
various forms of marketing, launch and equipment
purchase support. QVC will continue to recruit additional
programming distributors and seek to enlarge its audience.

Competition

QVC operates in a highly competitive environment.
As a general merchandise retailer, QVC competes for
consumer expenditures and interest with the entire retail
industry, including department, discount, warehouse and
specialty stores, mail order and other direct sellers,
shopping center and mall tenants and conventional retail
stores. On television, QVC competes with other satellite-
transmitted programs for channel space and viewer
loyalty. We believe that until digital compression is
utilized on a large-scale basis, most programming
distributors will not devote more than two channels to
televised shopping and may allocate only one. Many
systems have limited channel capacity and may be
precluded from adding any new programs at the present
time. The development and use of digital compression is
expected to provide programming distributors with
greater channel capacity. Greater channel capacity would
increase the opportunity for QVC, in addition to other
home shopping programs, to be distributed on additional
channels.




Content

We have made investments in cable television networks and other programming related enterprises as a means of
generating additional revenues and subscriber interest. Our programming investments as of December 31, 1999 include:

Ownership
Investment Description Percentage
CN8-The Comcast Network Regional and local programming 100.0%
Comcast SportsNet Regional sports programming and events 46.4%
Comcast Sports Southeast Regional sports programming and events 100.0%
E! Entertainment Entertainment-related news and original programming 39.7%
Style Fashion-related programming 39.7%
The Golf Channel Golf-related programming 40.1%
In Demand Pay-per-view programming 11.1%
Outdoor Life Outdoor activities 16.8%
Speedvision Automotive, marine and aviation 14.8%
The Sunshine Network Regional sports and public affairs 15.6%

CN8-The Comcast Network

CN8-The Comcast Network, our regional
programming service is delivered to more than 4.0 million
cable subscribers in Pennsylvania, New Jersey, Delaware
and Maryland. CN8 provides original programming,
including local and regional news and public affairs,
regional sports, health, cooking and family-oriented
programming. We intend to introduce similar
programming in other areas we serve.

Comcast SportsNet

Comcast SportsNet is a 24-hour regional sports
programming network which provides sports related
programming, including the Philadelphia Flyers NHL
hockey team, the Philadelphia 76ers NB A basketball team
and the Philadelphia Phillies MLB baseball team to
approximately 2.7 million subscribers in the Philadelphia
region. Comcast SportsNet is delivered to affiliates
terrestrially.

Comcast Sports Southeast

We created Comcast Sports Southeast (“CSS”) in
September 1999. We deliver CSS to approximately 1.3
million cable subscribers primarily in Alabama, Georgia,
Mississippi, South Carolina and Tennessee. CSS is a
satellite-delivered service that provides original sports
programming and sports news geared toward the
Southeast.

E! Entertainment

E! Entertainment is a 24-hour network with
programming dedicated to the world of entertainment.
Programming formats include behind-the-scenes specials,
original movies and series, news, talk shows and compre-
hensive coverage of entertainment industry awards shows
and film festivals worldwide. The network has

approximately 60 million subscribers. We obtained a
controlling interest in E! Entertainment in March 1997.

Style

Style, one of the family of E! Networks, is our 24-
hour basic cable network dedicated to fashion, home
design, beauty, health, fitness and more, with distribution
to approximately 6 million subscribers. We launched
Style in October 1998.

The Golf Channel

The Golf Channel is a 24-hour network devoted
exclusively to golf programming with distribution to
approximately 30 million subscribers. The programming
schedule includes over 80 live tournaments, golf
instruction programs and golf news. In February 2000, we
exercised certain call rights and acquired an additional
14.6% interest for $99.0 million. As a result, we currently
own 54.7% of The Golf Channel.

In Demand

In Demand is the brand-name of a cable operator-
controlled buying cooperative for pay-per-view
programming.

QOutdoor Life

Outdoor Life is a 24-hour network devoted
exclusively to adventure and the outdoor lifestyle. Its
programming focuses on a wide range of outdoor
activities including expeditions, skiing, cycling, surfing
and camping.

Speedvision

Speedvision is a 24-hour network devoted to auto-
motive, aviation and marine enthusiasts. Its programming
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includes original consumer news, motorsports coverage,
lifestyle and instructional programs and historical
documentaries.

The Sunshine Network

The Sunshine Network is a regional sports and public
affairs network, providing programming emphasizing
Florida’s local sports teams and events in Florida.
Programming rights on the network include several
professional teams, including the Orlando Magic and
Miami Heat NBA basketball teams and the Tampa Bay
Lightning NHL hockey team.

Investments
We have invested in emerging and growing
companies in three primary business areas:

¢  Cable, infrastructure and communications,
e Interactive content, and
e E-commerce.

As of December 31, 1999, our investments are valued at
$13.155 billion, with an historical cost of $3.957 billion.

LEGISLATION AND REGULATION

Cable

The Communications Act of 1934, as amended,
establishes a national policy to regulate the development
and operation of cable communications systems. The
Communications Act allocates responsibility for
enforcing federal policies among the FCC, and state and
local governmental authorities. The courts, and especially
the federal courts, play an important oversight role as
these statutory and regulatory provisions are interpreted
and enforced by the various federal, state and local
governmental units.

We expect that court actions and regulatory
proceedings will refine the rights and obligations of
various parties, including the government, under the
Communications Act. The results of these judicial and
administrative proceedings may materially affect our
business operations. In the following paragraphs, we
summarize the principal federal laws and regulations
materially affecting the growth and operation of the cable
communications industry, We also provide a brief
description of certain state and local laws applicable to
our businesses.

The Communications Act and FCC Regulations

The Communications Act and the regulations and
policies of the FCC affect significant aspects of our cable
system operations, including:

»  subscriber rates,

e the content of programming we offer our
subscribers, as well as the way we sell our
program packages to subscribers and other video
program distributors,

« theuse of our cable systems by local franchising
authorities, the public and other unrelated third
parties,

* our franchise agreements with governmental
authorities,

e cable system ownership limitations and
prohibitions, and

*  our use of utility poles and conduit.
Subscriber Rates

The Communications Act and the FCC’s regulations
and policies limit the ability of cable systems to raise
rates for basic services and equipment in communities
that are not subject to effective competition, as defined by
federal law. Where there is no effective competition,
federal law gives franchising authorities the power to
regulate the monthly rates charged by the operator for:

¢ the lowest level of programming service,
typically called basic service, which generally
includes local broadcast channels and public
access or governmental channels required by the
operator's franchise, and

¢ theinstallation, sale and lease of equipment used
by subscribers to receive basic service, such as
converter boxes and remote control units.

The FCC has adopted detailed rate regulations,
guidelines and rate forms that we and the franchising
authority must use in connection with the regulation of
our basic service and equipment rates. If the franchising
authority concludes that our rates are not in accordance
with the FCC's rate regulations, it may require us to
reduce our rates and to refund overcharges to subscribers,
with interest. We may appeal adverse rate decisions to the
FCC. Rate regulation of non-basic cable programming
service tiers ended after March 31, 1999.
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The Communications Act and the FCC’s regulations
also:

¢ prohibit regulation of rates charged by cable
operators for programming offered on a per
channel or per program basis, and for multi-
channel groups of non-basic programming,

e require operators to charge uniform rates
throughout each franchise area that is not
subject to effective competition,

e prohibit regulation of non-predatory bulk
discount rates offered by operators to
subscribers in commercial and residential
developments, and

e permitregulated equipment rates to be computed
by aggregating costs of broad categories of
equipment at the franchise, system, regional or
company level.

Over the past few years, we have reached agreements
with various regulatory bodies to resolve outstanding rate
disputes. We believe that the resolution of these
proceedings did not have and will not have a material
adverse impact on our financial position, results of
operations or liquidity.

Content Requirements

The Communications Act and the FCC’s regulations
contain broadcast signal carriage requirements that allow
local commercial television broadcast stations:

» toelect once every three years to require a cable
communications system to carry the station,
subject to certain exceptions, or

*  to negotiate with us on the terms by which we
carry the station on our cable communications
system, commonly called retransmission
consent.

The Communications Act requires a cable operator
to devote up to one-third of its activated channel capacity
for the mandatory carriage of local commercial television
stations. The Communications Act also gives local
non-commercial television stations mandatory carriage
rights; however, such stations are not given the option to
negotiate retransmission consent for the carriage of their
signals by cable systems. Additionally, cable systems
must obtain retransmission consent for:

e all “distant” commercial television stations
(except for commercial satellite-delivered
independent “superstations” such as WGN),

e commercial radio stations, and

*  certain low-power television stations.

The FCC has also initiated an administrative
proceeding to consider the requirements, if any, for the
mandatory carriage of digital television signals offered by
local broadcasters. We are unable to predict the outcome
of this proceeding or the impact any new carriage
requirements might have on the operations of our cable
systems.

The Communications Act requires our cable systems
to permit subscribers to purchase video programming on
a per channel or a per program basis without the necessity
of subscribing to any tier of service, other than the basic
cable service tier. However, we are not required to
comply with this requirement until 2002 for any of our
cable systems that do not have addressable converter
boxes or that have other substantial technological
limitations. A limited number of our systems do not have
the technological capability to offer programming in the
manner required by the statute and thus currently are
exempt from complying with this requirement.

To increase competition between cable operators and
other video program distributors, the Communications
Act:

e precludes any satellite video programmer
affiliated with a cable company, or with a
common carrier providing video programming
directly to its subscribers, from favoring an
affiliated company over competitors,

*  requires such programmers to sell their satellite-
delivered programming to other video program
distributors, and

* limits the ability of such programmers to offer
exclusive programming arrangements to their
affiliates.

In two administrative decisions, the FCC’s Cable
Services Bureau concluded that the program access rules
did not apply to terrestrially-delivered programming, such
as Comcast SportsNet. The FCC is currently reviewing
the Cable Services Bureau’s decisions.

The Communications Act contains restrictions on the
transmission by cable operators of obscene or indecent
programming. It requires cable operators to block fully
both the video and audio portion of sexually explicit or
indecent programming on channels that are primarily
dedicated to sexually oriented programming or
alternatively to carry such programming only at “safe
harbor”” time periods. A three-judge federal district court
determined that this provision was unconstitutional. The
United States Supreme Court is currently reviewing the
lower court’s ruling.
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The FCC actively regulates other aspects of our
programming, involving such areas as:

e ouruse of syndicated and network programs and
local sports broadcast programmung,

¢ advertising in children's programming,
e political advertising,

e  origination cablecasting,

»  sponsorship identification, and

* closed captioning of video programming.

Use of Our Cable Systems by The Government and
Unrelated Third Parties

The Communications Act allows franchising
authorities and unrelated third parties to have access to
our cable systems' channel capacity. For example, it:

e  permits franchising authorities to require cable
operators to set aside channels for public,
educational and governmental access
programming; and

* requires a cable system with 36 or more
activated channels to designate a significant
portion of its channel capacity for commercial
leased access by third parties to provide
programming that may compete with services
offered by the cable operator.

The FCC regulates various aspects of third party
commercial use of channel capacity on our cable systems,
including the rates and certain terms and conditions of the
commercial use.

Franchise Matters

Although franchising matters are normally regulated
at the local level through a franchise agreement and/or a
local ordinance, the Communications Act provides
oversight and guidelines to govern our relationship with
local franchising authorities. For example. the
Communications Act:

e affirms the right of franchising authorities (state
or local, depending on the practice in individual
states) to award one or more franchises within
their jurisdictions,

e generally prohibits us from operating in
communities without a franchise,

e encourages competition with our existing cable
systems by:

o allowing municipalities to operate cable
systems without franchises, and

o preventing franchising authorities from
granting exclusive franchises or from
unreasonably refusing to award additional
franchises covering an existing cable
system's service area,

* permits local authorities, when granting or
renewing our franchises, to establish
requirements for certain cable-related facilities
and equipment, but prohibits franchising
authorities from establishing requirements for
specific video programming or information
services other than in broad categories,

* permits us to obtain modification of our
franchise requirements from the franchise
authority or by judicial action if warranted by
changed circumstances,

*  generally prohibits franchising authorities from:

o imposing requirements during the initial
cable franchising process or during
franchise renewal that require, prohibit or
restrict us from providing telecom-
munications services,

o imposing franchise fees on revenues we
derive from providing telecommunications
services over our cable systems, or

o restricting our use of any type of subscriber
equipment or transmission technology, and

¢ limits our payment of franchise fees to the local
franchising authority to 5% of our gross
revenues derived from providing cable services
over our cable system.

The Communications Act contains procedures
designed to protect us against arbitrary denials of the
renewal of our franchises, although a franchising
authority under various conditions could deny us a
franchise renewal. Moreover, even if our franchise is
renewed, the franchising authority may seek to impose
upon us new and more onerous requirements such as
significant upgrades in facilities and services or increased
franchise fees as a condition of renewal. Similarly, if a
franchising authority's consent is required for the
purchase or sale of our cable system or franchise, the
franchising authority may attempt to impose more
burdensome or onerous franchise requirements on us in
connection with a request for such consent. Historically,
cable operators providing satisfactory services to their
subscribers and complying with the terms of their
franchises have typically obtained franchise renewals. We
believe that we have generally met the terms of our
franchises and have provided quality levels of service.
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We anticipate that our future franchise renewal prospects
generally will be favorable.

Various courts have considered whether franchising
authorities have the legal right to limit the number of
franchises awarded within a community and to impose
certain substantive franchise requirements (e.g. access
channels, universal service and other technical
requirements). These decisions have been inconsistent
and, until the United States Supreme Court rules
definitively on the scope of cable operators' First
Amendment protections, the legality of the franchising
process generally and of various specific franchise
requirements is likely to be in a state of flux.

Ownership Limitations

The Communications Act generally prohibits us from
owning or operating a SMATYV or wireless cable system
in any area where we provide franchised cable service.
We may, however, acquire and operate SMATV systems
in our franchised service areas if the programming and
other services provided to SMATYV subscribers are
offered according to the terms and conditions of our
franchise agreement.

The Communications Act also authorizes the FCC to
impose nationwide limits on the number of subscribers
under the control of a cable operator. While a federal
district court has declared this limitation to be
unconstitutional and delayed its enforcement, the FCC
has reconsidered its cable ownership regulations and:

s reaffirmed its 30% nationwide subscriber
ownership limit, but maintained its voluntary
stay on enforcement of that regulation pending
further court action,

s reaffirmed its subscriber ownership information
reporting requirements, and

s modified its attribution rules that identify when
the ownership or management by us or third
parties of other communications businesses,
including cable systems, television broadcast
stations and local telephone companies, may be
imputed to us for purposes of determining our
compliance with the FCC’s ownership
restrictions.

Also pending on appeal is a challenge to the statutory and
FCC regulatory limitations on the number of channels
that can be occupied on a cable system by a video
programmer in which a cable operator has an attributable
ownership interest. We are unable to predict the outcome
of these judicial and regulatory proceedings or the impact
any ownership restrictions might have on our business
and operations.

The Communications Act eliminated the statutory
prohibition on the common ownership, operation or
control of a cable system and a television broadcast
station in the same market. While the FCC has eliminated
its regulations which precluded the cross-ownership of a
national broadcasting network and a cable system, it has
not yet completed its review of other regulations which
prohibit the common ownership of other broadcasting
interests and cable systems in the same geographical
areas.

The 1996 amendments to the Communications Act
made far-reaching changes in the relationship between
local telephone companies and cable service providers.
These amendments:

* eliminated federal legal barriers to competition
inthe local telephone and cable communications
businesses, including allowing local telephone
companies to offer video services in their local
telephone service areas,

* preempted state and local laws and regulations
which impose barriers to telecommunications
competitions,

» set basic standards for relationships between
telecommunications providers, and

¢ generally limited acquisitions and prohibited
certain joint ventures between local telephone
companies and cable operators in the same
market.

Local telephone companies may provide service as
traditional cable operators with local franchises or they
may opt to provide their programming over unfranchised
“open video systems,” subject to certain conditions,
including, but not limited to, setting aside a portion of
their channel capacity for use by unaffiliated program
distributors on a non-discriminatory basis. A federal
appellate court overturned various parts of the FCC's
open video rules, including the FCC's preemption of local
franchising requirements for open video operators. The
FCC has modified its open video rules to comply with the
federal court's decision, but we are unable to predict the
impact these rule modifications may have on our business
and operations.

Pole Artachment Regulation

The Communications Act requires the FCC to
regulate the rates, terms and conditions imposed by public
utilities for cable systems' use of utility pole and conduit
space unless state authorities demonstrate to the FCC that
they adequately regulate pole attachment rates, as is the
case in certain states in which we operate. In the absence
of state regulation, the FCC administers pole attachment
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rates on a formula basis. The FCC's current rate formula,
which is being reevaluated by the FCC, governs the
maximumrate certain utilities may charge for attachments
to their poles and conduit by cable operators providing
only cable services and, until 2001, by certain companies
providing telecommunications services. The FCC also
adopted a second rate formula that will be effective in
2001 and will govern the maximum rate certain utilities
may charge for attachments to their poles and conduit by
companies providing telecommunications services,
including cable operators.

Any resulting increase in attachment rates due to the
FCC's new rate formula will be phased in over a five-year
period in equal annual increments, beginning in February
2001. Several parties have requested the FCC to
reconsider its new regulations and several parties have
challenged the new rules in court. A federal appellate
court recently upheld the constitutionality of the new
statutory provision which requires that utilities provide
cable systems and telecomrnunications carriers with
nondiscriminatory access to any pole, conduit or
right-of-way controlled by the utility. We are unable to
predict the outcome of the legal challenge to the FCC's
new regulations or the ultimate impact any revised FCC
rate formula or any new pole attachment rate reguiations
might have on our business and operations.

Other Regulatory Requirements of the
Communications Act and the FCC

The Communications Act also includes provisions,
among others, regulating:

*  customer service,

*  subscriber privacy,

¢ marketing practices,

e equal employment opportunity, and

* technical standards and equipment compatibility.

The FCC actively regulates other parts of our cable
operations and has adopted regulations implementing its
authority under the Communications Act.

The FCC may enforce its regulations through the
imposition of substantial fines, the issuance of cease and
desist orders and/or the imposition of other administrative
sanctions, such as the revocation of FCC licenses needed
to operate certain transmission facilities often used in
connection with cable operations. The FCC has ongoing
rulemaking proceedings that may change its existing rules
or lead to new regulations. We are unable to predict the
impact that any further FCC rule changes may have on
our business and operations.

Other bills and administrative proposals pertaining to
cable communications have previously been introduced in
Congress or have been considered by other governmental
bodies over the past several years. It is probable that
further attempts will be made by Congress and other
governmental bodies relating to the regulation of cable
communications services.

Copyright

Our cable communications systems provide our
subscribers with local and distant television and radio
broadcast signals which are protected by the copyright
laws. We generally do not obtain a license to use this
programming directly from the owners of the
programming; instead we comply with an alternative
federal copyright licensing process. In exchange for filing
certain reports and contributing a percentage of our
revenues to a federal copyright royalty pool, we obtain
blanket permission to retransmit copyrighted material.

In a report to Congress, the U.S. Copyright Office
recommended that Congress make major revisions to both
the cable television and satellite compulsory licenses.
Congress recently modified the satellite compulsory
license in a manner that permits DBS providers to
become more competitive with cable operators like us.
The possible simplification, modification or elimination
of the cable communications compulsory copyright
license is the subject of continuing legislative review. The
elimination or substantial modification of the cable
compulsory license could adversely affect our ability to
obtain suitable programming and could substantially
increase the cost of programming that remains available
for distribution to our subscribers. We are unable to
predict the outcome of this legislative activity.

Our cable communications systems often utilize
music in the programs we provide to subscribers
including local advertising, local origination
programming and pay-per-view events. The right to use
this music is controlled by music performance rights
societies who negotiate on behalf of their copyright
owners for license fees covering each performance. The
cable industry and one of these societies have agreed
upon a standard licensing agreement covering the
performance of music contained in programs originated
by cable operators and in pay-per-view events.
Negotiations on a similar licensing agreement are in
process with another music performance rights
organization. Rate courts established by a federal court
exist to determine appropriate copyright coverage and
payments in the event the parties fail to reach a negotiated
settlernent. We are unable to predict the outcome of these
proceedings or the amount of any license fees we may be
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required to pay for the use of music. We do not believe
that the amount of such fees will be significant to our
financial position, results of operations or liquidity.

State and Local Regulation

Ourcable systems use local streets and rights-of-way.
Consequently, we must comply with state and local
regulation which is typically imposed through the
franchising process. The terms and conditions of our
franchises vary materially from jurisdiction to
jurisdiction. Each franchise generally contains provisions
governing:

*  cable service rates,

* franchise fees,

* franchise term,

* system construction and maintenance

obligations,

* system channel capacity,

¢ design and technical performance,

*  customer service standards,

* franchise renewal,

s sale or transfer of the franchise,

* service territory of the franchisee,

* indemnification of the franchising authority,

¢ use and occupancy of public streets, and

*  types of cable services provided.

A number of states subject cable systems to the
jurisdiction of state governmental agencies. Those states
in which we operate that have enacted such state level

regulation are Connecticut, New Jersey and Delaware.
State and local franchising jurisdiction is not unlimited,

however; it must be exercised consistently with federal
law. The Communications Act immunizes franchising
authorities from monetary damage awards arising from
the regulation of cable systems or decisions made on
franchise grants, renewals, transfers and amendments.

The summary of certain federal and state regulatory
requirements in the preceding pages does not describe all
present and proposed federal, state and local regulations
and legislation affecting the cable industry. Other existing
federal regulations, copyright licensing, and, in many
jurisdictions, state and local franchise requirements, are
currently the subject of judicial proceedings, legislative
hearings and administrative proposals which could
change, in varying degrees, the manner in which cable
systems operate. We are unable to predict the outcome of
these proceedings or their impact upon our cable
operations at this time.

Commerce and Content

The FCC does not directly regulate the content or
transmussion of programming services like those offered
by QVC and E! Entertainment. The FCC does, however,
exercise regulatory authority over the satellites and uplink
facilities which transmit programming services such as
those provided by QVC and E! Entertainment. The FCC
has granted, subject to periodic reviews, permanent
licenses to QVC for its uplink facilities (and for backup
equipment of certain of these facilities) at sufficient
power levels for transmission of the QVC service. The
FCC has licensing authority over satellites from which
QVC and E! Entertainment obtain transponder capacity,
but does not regulate their rates, terms or conditions of
service. The FCC could, however, alter the regulatory
obligations applicable to satellite service providers. The
QVC programming services offered in the UK, Ireland
and Germany are regulated by the media authorities in
those countries.

EMPLOYEES

As of December 31, 1999, we had approximately
25,700 employees. Of these employees, approximately
12,000 were associated with cable communications,
approximately 9,700 were associated with electronic

retailing and approximately 4,000 were associated with
other divisions. We believe that our relationships with our
employees are good.
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ITEM2 PROPERTIES *
Cable

A central receiving apparatus, distribution cables,
converters, customer service call centers and local
business offices are the principal physical assets of a
cable communications system. We own or lease the
receiving and distribution equipment of each system and
own or lease parcels of real property for the receiving
sites, customer service call centers and local business
offices. In order to keep pace with technological
advances, we are maintaining, periodically upgrading and
rebuilding the physical components of our cable
communications systems.

ITEM3 LEGAL PROCEEDINGS

We are subject to legal proceedings and claims which
arise in the ordinary course of our business. In the
opinion of our management, the amount of ultimate

Commerce

Television studios, customer service call centers,
business offices, product warehouses and distribution
centers are the principal physical assets of our commerce
operations. These assets include QVC’s studios and
offices, Studio Park, located in West Chester,
Pennsylvania. QVC owns the majornity of these assets. In
order to keep pace with technological advances, QVC is
maintaining, periodically upgrading and rebuilding the
physical components of our commerce operations. QVC’s
warehousing and distribution facilities will continue to be
upgraded over the next several years.

We believe that substantially all of our physical
assets are in good operating condition.

liability with respect to these actions will not materially
affect our financial position, results of operations or
liquidity.

ITEM4 SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

Not applicable.

ITEM 4A EXECUTIVE OFFICERS OF THE REGISTRANT

The current term of office of each of our officers
expires at the first meeting of our Board of Directors
following the next Annual Meeting of Shareholders,
presently scheduled to be held in June 2000, or as soon
thereafter as each of their successors is elected and

qualified. The following table sets forth certain
information concerning our principal executive officers,
including their ages, positions and tenure as of
December 31, 1999:

Position with Comcast

Officer
Name _Age Since
Ralph J. Roberts 79 1969
Julian A. Brodsky 66 1969
Brian L. Roberts 40 1986
Lawrence S. Smith 52 1988
John R. Alchin 51 1990
Stanley L. Wang 59 1981

Chairman of the Board of Directors; Director

Vice Chairman of the Board of Directors; Director
President; Director

Executive Vice President

Executive Vice President; Treasurer

Executive Vice President; General Counsel; Secretary

-16 -




Ralph J. Roberts has served as a Director and as our
Chairman of the Board of Directors for more than five
years. Mr. Roberts devotes a major portion of his time to
our business and affairs. Mr. Roberts has been the
President and a Director of Sural Corporation (“Sural”),
a privately-held investment company and our controlling
shareholder, for more than five years. Mr. Roberts also
presently serves as a Director of Jones Intercable, Inc.
and Comcast LCI Holdings, Inc. Mr. Roberts is the father
of Brian L. Roberts.

Julian A. Brodsky has served as a Director and as our
Vice Chairman of the Board of Directors for more than
five years. Mr. Brodsky devotes a major portion of his
time to our business and affairs. Mr. Brodsky presently
serves as the Treasurer and as a Director of Sural. Mr.
Brodsky is also a Director of Internet Capital Group, Inc.,
RBB Fund, Inc., NDS Group plc, Jones Intercable, Inc.
and Comcast LCI Holdings, Inc.

Brian L. Roberts has served as our President and as
a Director for more than five years. Mr. Roberts devotes
a major portion of his time to our business and affairs.
Mr. Roberts presently serves as Vice President and as a
Director of Sural. As of December 31, 1999, our shares
owned by Sural constituted approximately 85% of the
voting power of the two classes of our voting common
stock combined. Mr. Roberts has sole voting power over

stock representing a majority of voting power of all Sural
stock and, therefore, has voting control over Comcast.
Mr. Roberts also presently serves as a Director of The
Bank of New York, Excite@Home, Jones Intercable,
Inc., and Comcast LCI Holdings, Inc. Mr. Roberts is a
son of Ralph J. Roberts.

Lawrence S. Smith was named an Executive Vice
President in December 1995. Prior to that time, Mr. Smith
served as a Senior Vice President for more than five
years. Mr. Smith presently serves as a Director of Jones
Intercable, Inc. and Comcast LCI Holdings, Inc.

John R. Alchin was named an Executive Vice
President in February 2000. Prior to that time, Mr. Alchin
served as our Treasurer and as a Senior Vice President for
more than five years. Mr. Alchin is our Principal
Financial Officer. Mr. Alchin presently serves as a
Director of Jones Intercable, Inc. and Comcast LCI
Holdings, Inc.

Stanley L. Wang was named an Executive Vice
President in February 2000. Prior to that time, Mr. Wang
served as a Senior Vice President and as our Secretary
and General Counsel for more than five years. Mr. Wang
presently serves as a Director of Jones Intercable, Inc.
and Comcast LCI Holdings, Inc.
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PARTII

ITEMS
MATTERS

Our Class A Special Common Stock is included on
Nasdaq under the symbol CMCSK and our Class A
Common Stock is included on Nasdaq under the symbol
CMCSA. There is no established public trading market
for our Class B Common Stock. Our Class B Common
Stock can be converted, on a share for share basis, into

MARKET FORTHE REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER

Class A Special or Class A Common Stock. The
following table sets forth, for the indicated periods, the
closing price range of our Class A Special and Class A
Common Stock as furnished by Nasdaq (as adjusted for
our two-for-one stock split in the form of a 100% stock
dividend in May 1999).

Class A
Special Class A
High Low High Low

1999
FirstQuarter .................. ... ... ... $38 9/16 $29 5/8 $37 11/32 $28 1516
SecondQuarter............................ 42 29 7/16 39 11/16 28 3/8
ThirdQuarter .......................oau. 41 9/16 32 5/8 38 9/16 29 716
FourthQuarter ............................ 56 1/2 35 1116 53 148 32 1/16
1998
FirstQuarter ........................ e $18 1932 $14 15/16 $18 7/16 $15 1/16
Second Quarter ................ ... o0 20 27/32 16 29/32 20 1/4 16 7/16
ThirdQuarter ............................. 24 38 18 11/16 24 1/32 18  3/4
FourthQuarter ............................ 29 172 20 9/32 28 15/16 20 118

We began paying quarterly cash dividends on our
Class A Common Stock in 1977. From 1978, we paid
equal dividends on shares of both our Class A Common
Stock and our Class B Common Stock. From December
1986, when the Class A Special Common Stock was
issued, through March 1999 we paid equal dividends on
shares of our Class A Special, Class A and Class B
Common Stock. We declared dividends of $.0467 for the
year ended December 31, 1998 on shares of our Class A
Special, Class A and Class B Common Stock (as adjusted
for our two-for-one stock split in the form of a 100%
stock dividend in May 1999). Our Board of Directors
eliminated the quarterly cash dividend on all classes of
our common stock in March 1999. We do not intend to
pay dividends on our Class A Special, Class A or Class
B Common Stock for the foreseeable future.

If you hold shares of our Class A Special Common
Stock, you cannot vote in the election of directors or

otherwise, except where class voting is required by law.
In that case, if you hold Class A Special Common Stock,
you have one vote per share. Generally, if you hold Class
A Common Stock, you have one vote per share. If you
hold Class B Common Stock, you have 15 votes per
share. Generally, including the election of directors,
holders of Class A Common Stock and Class B Common
Stock vote as one class except where class voting is
required by law. If you hold Class A Common Stock or
Class B Common Stock, you have cumulative voting
rights.

As of December 31, 1999, there were 3,662 record
holders of our Class A Special Common Stock, 1,792
record holders of our Class A Common Stock and one
record holder of our Class B Common Stock.
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ITEM 6 SELECTED FINANCIAL DATA

Statement of Operations Data:
Revenues
Operating income
Income (loss) from continuing operations before

extraordinary items
Discontinued operations (2)
Extraordinary items . . .............. ... ...
Net income (loss)

..................

Basic earnings (loss) for common stockholders
per common share (3)
Income (loss) from continuing operations
before extraordinary items
Discontinued operations (2) . ..............
Extraordinary items
Netincome (10S8) . ... o voven ity

Diluted earnings (loss) for common
stockholders per common share (3)
Income (loss) from continuing operations
before extraordinary items
Discontinued operations (2) . ..............
Extraordinary items
Netincome (I0SS) . . .. .o ooviieiin...

Cash dividends declared per common share (3) ...

Balance Sheet Data (at year end):

Total aSSEtS .. ..ot i i
Working capital
Long-term debt (4)
Stockholders’ equity (deficiency)

Supplementary Financial Data:

Operating income before depreciation and
amortization (5) .. ... ... . i

Net cash provided by (used in) (6)
Operating activities
Financing activities
Investing activities ......................

1999(1)

Year Ended December 31,

1998(1)

1997(1)

1996 1995

(Dollars in millions, except per share data)

$6,209.2  $5,1453  $4.467.7 $3,612.3 $2,988.1
664.0 557.1 466.6 4659 3977
780.9 1,007.7 (182.9) (64) 480
335.8 (31.4) (25.6) 46.1)  (85.8)
(51.0) (4.2) (30.2) (1.0)  (6.1)
1,065.7 972.1 (238.7) (53.5)  (43.9)
$1.00 $1.34 ($.29) (3.01)  $.10
45 (.04) (.04) (10)  (.18)
(0D (0D (04) (02)
$1.38 $1.29 (8.37) G110 (3.10)
$.95 $1.25 ($.29) $.01)  $.10
41 (.03) (.04) (10)  (.18)
(.06) (.01) (.04) (.02)
$1.30 $1.21 ($.37) 3.1 __ (3.10
$.0467 $.0467  $.0467 $.0467

$28,685.6 $14,710.5 $112343 $10,660.4 $8,159.9
42315 2,531.7 44.9 155 604.6
87072 54642 53341 59983 6,014.8
10,341.3 3,815.3 1,646.5 551.6  (827.7)
$1,880.0  $1,4967  $1,293.1 $1,047.0 $881.0
1,249.4 1,067.7 844.6 644.5 4667
1,341.4 809.2 283.9 (88.0) 1,785.7
(2,539.3)  (1,415.3)  (1,045.8)  (749.5) (2,060.3)

(1) Youshould see “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Item 7
of this Annual Report for a discussion of events which affect the comparability of the information reflected in this

financial data.

(2) In July 1999, we sold Comcast Cellular Corporation to SBC Communications, Inc. Comcast Cellular is presented as
a discontinued operation for all periods presented (see Note 3 to our consolidated financial statements in Item 8 of

this Annual Report).

(3) We have adjusted these for our two-for-one stock split in the form of a 100% stock dividend in May 1999.
(4) Includes a $666.0 million adjustment to carrying value at December 31, 1999 (see Note 5 to our consolidated financial

statements in Item 8 of this Annual Report).
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(5) Operating income before depreciation and amortization is commonly referred to in our businesses as “operating cash
flow.” Operating cash flow is a measure of a company’s ability to generate cash to service its obligations, including
debt service obligations, and to finance capital and other expenditures. In part due to the capital intensive nature of
our businesses and the resulting significant level of non-cash depreciation and amortization expense, operating cash
flow is frequently used as one of the bases for comparing businesses in our industries, although our measure of
operating cash flow may not be comparable to similarly titled measures of other companies. Operating cash flow is
the primary basis used by our management to measure the operating performance of our businesses. Operating cash
flow does not purport to represent net income or net cash provided by operating activities, as those terms are defined
under generally accepted accounting principles, and should not be considered as an alternative to those measurements
as an indicator of our performance.

(6) This represents net cash provided by (used in) operating activities, financing activities and investing activities as
presented in the our consolidated statement of cash flows which is included in Item 8 of this Annual Report.
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ITEM7
RESULTS OF OPERATIONS

Overview

We have experienced significant growth in recent
years through both strategic acquisitions and growth in
our existing businesses. We have historically met our
cash needs for operations through our cash flows from
operating activities. Cash requirements for acquisitions
and capital expenditures have been provided through our
financing activities and sales of investments, as well as
our existing cash, cash equivalents and short-term
investments.

In July 1999, we completed the sale of our wholly
owned subsidiary, Comcast Cellular Corporation
(“Comcast Cellular’), to SBC Communications, Inc. for
$361.1 million in cash and the assumption of $1.315
billion of Comcast Cellular debt. We recognized a gain
on the sale of $355.9 million, net of income tax expense.
The results of Comcast Cellular have been presented as
a discontinued operation in our consolidated financial
statements. See Note 3 to our consolidated financial
statements included in Item 8.

General Developments of Business

See “General Developments of Business™ in Part I
and Note 3 to our consolidated financial statements in
Item 8.

Liquidity and Capital Resources

The cable communications and the electronic
retailing industries are experiencing increasing
competition and rapid technological changes. Our future
results of operations will be affected by our ability to
react to changes in the competitive environment and by
our ability to implement new technologies. However, we
believe that competition and technological changes will
not significantly affect our ability to obtain financing.

We believe that we will be able to meet our current
and long-term liquidity and capital requirements,
including fixed charges, through our cash flows from
operating activities, existing cash, cash equivalents and
short-term investments.

Cash, Cash Equivalents and Short-term Investments

We have traditionally maintained significant levels of
cash, cash equivalents and short-term investments to meet
our short-term liquidity requirements. Our cash
equivalents and short-term investments are recorded at
fair value. Cash, cash equivalents and short-term
investments as of December 31, 1999 were $8.528

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

4

billion, substantially all of which is unrestricted. See Note
4 to our consolidated financial statements included in
Item 8.

Capital Expenditures

During 2000, we expect to incur $1.5 billion of
capital expenditures, including $1.2 billion primarily for
the upgrading and rebuilding of certain of our cable
communications systems and the deployment of digital
converters and cable modems, and $190 million primarily
for the upgrading of the warehousing and distribution
facilities of our majority-owned electronic retailing
subsidiary, QVC, Inc. (*QVC”). The amount of such
capital expenditures for years subsequent to 2000 wiil
depend on numerous factors, many of which are beyond
our control. These factors include:

¢ whether competition in a particular market
necessitates a cable system upgrade,

¢ whether a particular cable system has sufficient
capacity to handle new product offerings
including the offering of cable modem, cable
telephony and telecommunications services, and

*  whether we acquire additional cable systems in
need of upgrading or rebuilding.

National manufacturers are the primary sources of
supplies, equipment and materials utilized in the
construction, rebuild and upgrade of our cable
communications systems. Costs have increased during
recent years and are expected to continue to increase as a
result of the need to construct increasingly complex
systems, overall demand for labor and other factors.
Future increases in such costs may be significant to our
financial position, results of operations and liquidity. We
anticipate capital expenditures for years subsequent to
2000 will continue to be significant. As of December 31,
1999, we do not have any significant contractual
obligations for capital expenditures.

Financing

See Notes 5 and 6 to our consolidated financial
statements included in Item 8.

As of December 31, 1999 and 1998, our long-term
debt, including current portion, was $9.225 billion and
$5.578 billion, respectively. Excluding the effects of
interest rate risk management instruments, 25.4% and
27.0% of our long-term debt as of December 31, 1999
and 1998, respectively, was at variable rates. The $3.647
billion increase in our long-term debt results principally
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from the $1.499 billion of debt that we assumed in
connection with our acquisition of a controlling interest
in Jones Intercable, Inc. (“Jones Intercable”) in April
1999, the $1.807 billion of proceeds that we received
from the issuance of our 2% Exchangeable Subordinated
Debentures due 2029 (the “ZONES™) in the fourth
quarter of 1999, and the $666.0 million non-cash, non-
interest bearing adjustment to the carrying value of the
ZONES during the fourth quarter of 1999.

We have, and may from time to time in the future,
depending on certain factors including market conditions,
make optional repayments on our debt obligations, which
may include open market repurchases of our outstanding
public notes and debentures.

Interest Rate Risk Management

We are exposed to market risk including changes in
interest rates. To manage the volatility relating to these
exposures, we enter into various derivative transactions
pursuant to our policies in areas such as counterparty
exposure and hedging practices. Positions are monitored
using techniques including market value and sensitivity
analyses. We do not hold or issue any derivative financial
instruments for trading purposes and are not a party to
leveraged instruments. The credit risks associated with
our derivative financial instruments are controlled
through the evaluation and monitoring of the
creditworthiness of the counterparties. Although we may
be exposed to losses in the event of nonperformance by
the counterparties, we do not expect such losses, if any,
to be significant.

Interest Rate Risk

The use of interest rate risk management instruments,
such as interest rate exchange agreements (“Swaps”),
interest rate cap agreements (“Caps”) and interest rate
collar agreements (“Collars”), is required under the terms
of certain of our outstanding debt agreements. Our policy
is to manage interest costs using a mix of fixed and
variable rate debt. Using Swaps, we agree to exchange, at
specified intervals, the difference between fixed and
variable interest amounts calculated by reference to an
agreed-upon notional principal amount. Caps are used to
lock in a maximum interest rate should variable rates rise,
but enable us to otherwise pay lower market rates. Collars
limit our exposure to and benefits from interest rate
fluctuations on variable rate debt to within a certain range
of rates.

During the year ended December 31, 1999, we
entered into Swaps with an aggregate notional amount of
$300.0 million and, as part of our acquisition of a
controlling interest in Jones Intercable, we acquired
Swaps with an aggregate notional amount of $400.0
million. Swaps with an aggregate notional amount of
$350.0 million either were terminated or expired during
the year ended December 31, 1999. During the year ended
December 31, 1999, we entered into Caps with an
aggregate notional amount of $140.0 million. Caps with
an aggregate notional amount of $240.0 million expired
during the year ended December 31, 1999.
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The table set forth below summarizes the fair values and contract terms of financial instruments subject to interest rate risk
maintained by us as of December 31, 1999 (dollars in millions):

Fair
Expected Maturity Date Value at
2000 2001 2002 2003 2004  Thereafter Total 12/31/99
Debt
FixedRate (1) ............... $204.9 $108.1 $205.5 $7.4 $307.9 $5,384.9 $6,218.7 $6,891.0
Average Interest Rate . ....... 95% 10.2% 9.6% 9.2% 8.2% 6.1% 6.5%
VariableRate ................ $312.6 $263.8 $556.1 3815.6 $240.1 $151.8 $2,340.0 $2,340.0
Average Interest Rate ........ 72% 7.5% 75% 16% 7.5% 1.7% 7.5%
Interest Rate Instruments
Variable to Fixed Swaps (2) .. ... $554.1 $127.5 $243.6 $186.6 $1.111.8 $16.9
Average PayRate ........... 56% 49% 51% 5.4% 5.4%
Average Receive Rate ....... 67% 11% 70% 7.0% 6.8%
Fixed to Variable Swaps ....... $300.0 $300.0 (33.9)
Average PayRate ........... 8.6% 8.6%
Average Receive Rate ....... 8.1% 8.1%
Caps ..o $140.0 $140.0
AverageCapRate . .......... 6.8% 6.8%
Collar ..........cviveennnn. $50.0 $50.0 $0.1
AverageCapRate . .......... 6.3% 6.3%
Average FloorRate .......... 4.0% 4.0%

(1)  Excludes $666.0 million adjustment to carrying value of indexed debt due 2029 which bears no interest.
(2)  Includes $361.8 million of Swaps which become effective in the year 2000 maturing through 2003.

The notional amounts of interest rate instruments, as
presented in the table above are used to measure interest
to be paid or received and do not represent the amount of
exposure to credit loss. The estimated fair value
approximates the proceeds: (costs) to settle the
outstanding contracts. Interest rates on variable debt are
estimated by us using the average implied forward
London Interbank Offer Rate (“LIBOR”) rates for the
year of maturity based on the yield curve in effect at
December 31, 1999, plus the borrowing margin in effect
for each credit facility at December 31, 1999. Average
receive rates on the Variable to Fixed Swaps are
estimated by us using the average implied forward
LIBOR rates for the year of maturity based on the yield
curve in effect at December 31, 1999. While Swaps, Caps
and Collars represent an integral part of our interest rate
risk management program, their incremental effect on
interest expense for the years ended December 31, 1999,
1998 and 1997 was not significant.

Equity Price Risk

In October and November 1999, we issued
approximately 24.1 million of ZONES for aggregate
proceeds of $1.807 billion. At maturity, holders of the
ZONES are entitled to receive in cash an amount equal to
the higher of (a) the principal amount of the ZONES, or
(b) the market value of Sprint PCS stock. The ZONES

are being accounted for as an indexed debt instrument
since the maturity value is dependent upon the fair value
of Sprint PCS stock. As of December 31, 1999, the
number of Sprint PCS shares held by us exceeded the
number of ZONES outstanding.

During the year ended December 31, 1999, we
entered into cashless collar agreements (the “Equity
Collars™) covering $1.365 billion notional amount of
investment securities accounted for at fair value. The
Equity Collars limit our exposure to and benefits from
price fluctuations in the underlying equity securities. The
Equity Collars mature between 2001 and 2003. As we
account for the Equity Collars as a hedge, changes in the
value of the Equity Collars are substantially offset by
changes in the value of the underlying investment
securities which are also marked-to-market through
accurnulated other comprehensive income in our
consolidated balance sheet.

Year 2000 Readiness Disclosure

The Year 2000 Issue is the result of computer
programs being written using two digits rather than four
to define the applicable year. Computer programs that
have date-sensitive software may recognize a date using
"00" as the year 1900 rather than the year 2000 (the "Year
2000 Issue"). If this situation occurs, the potential exists
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for computer system failure or miscalculations by
computer programs, which could cause disruption of
operations. We evaluated and addressed the impact of the
Year 2000 Issue on our operations to ensure that our
information technology and business systems recognize
calendar Year 2000. We utilized both internal and
external resources in implementing our Year 2000
program.

Based on an inventory conducted in 1997, we
identified computer systems that required modification or
replacement so that they would properly utilize dates
beyond December 31, 1999. Many of our critical systems
were new and were already Year 2000 compliant as a
result of the recent rebuild of many of our cable
communications systems. In addition, we have
communicated with our significant software suppliers and
service bureaus to determine their plans for remediating
the Year 2000 Issue in their software which we use or

rely upon.

As of December 31, 1999, we have completed our
Year 2000 remediation program. We believe that all key
systems are Year 2000 compliant and as of February 29,
2000 we have incurred no significant disruption in
operations. Further, contingency plans have been created
for our key systems and operations. Additionally, in the
majority of our operations, business continuity
preparations have been implemented to create post-Year
2000 response teams to further mitigate Year 2000 risk.
There can be no guarantee that the systems of other
companies on which we rely are Year 2000 compliant, or
that a failure to be Year 2000 compliant by another
company would not have a material adverse effect on us.

Through December 31, 1999, we have incurred
approximately $18.5 million in connection with our Year
2000 remediation program.

Our management will continue to periodically report
the results of our Year 2000 remediation program to the
Audit Committee of our Board of Directors.

Statement of Cash Flows

Cash and cash equivalents increased $51.5 million as
of December 31, 1999 from December 31, 1998. The
increase in cash and cash equivalents resulted from cash
flows from operating, financing and investing activities
as explained below.

Net cash provided by operating activities from
continuing operations amounted to $1.249 billion for the
year ended December 31, 1999 due principally to the
effects of our acquisition of a controlling interest in Jones
Intercable in April 1999, increases in our operating

income from continuing operations before depreciation
and amortization (see “Results of Operations™) and
changes in working capital as a result of the timing of
receipts and disbursements.

Net cash provided by financing activities from
continuing operations, which includes borrowings and
repayments of debt, as well as the issuances and
repurchases of our equity securities, was $1.341 billion
for the year ended December 31, 1999. During 1999, we
borrowed $2.787 billion, consisting primarily of $1.807
billion of ZONES, $718.3 million of 3.35%
Exchangeable Subordinated Debentures due 2029 (the
“PHONES") and $256.9 million under revolving lines of
credit held by our subsidiaries. During 1999, we repaid
$1.368 billion of our long-term debt, consisting primarily
of $718.3 million of PHONES, $200.0 million of notes
payable to insurance companies and $192.2 million of
aggregate repurchases of various of our senior
subordinated debentures. In addition, during 1999, we
made net purchases of $13.6 million of our common stock
and we paid cash dividends of $9.4 million on our
common stock and Series A Preferred Stock. Deferred
financing costs of $51.0 million were incurred during
1999 principally in connection with the issuances of the
ZONES and the PHONES.

Net cash used in investing activities from continuing
operations was 3$2.539 billion for the year ended
December 31, 1999. Net cash used in investing activities
includes acquisitions of cable communications systems,
net of cash acquired, of $755.2 million, consisting
primarily of our acquisition of a controlling interest in
Jones Intercable. Investing activities also includes the
$1.460 billion termination fee proceeds, net of transaction
costs that we received in May 1999 from MediaOne
Group, Inc. During 1999 we made investments in US
Government obligations, commercial paper, repurchase
agreements and certificates of deposit of $1.036 billion.
Investments made during 1999 of $2.012 billion primarily
include a $753.5 million loan in the form of a 6% ten-year
convertible note that we issued to Prime Communications
LLC, adeposit of $750.0 million made in connection with
the acquisition of the remaining minority interest in one
of our cable communications systems and the purchase of
long-term corporate bonds of $201.9 million. During
1999, we made additions to deferred charges of $263.5
million and capital expenditures of $893.8 million.
During 1999, we received $599.8 million of proceeds
from the sales of and distributions from investments and
$361.1 million of proceeds from the sale of Comcast
Cellular.
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Results of Operations

The effects of our recent acquisitions, as well as
increased levels of capital expenditures, were to increase
our revenues and expenses, resulting in increases in our
operating income before depreciation and amortization.
The increases in depreciation expense, amortization
expense and interest expense from 1998 to 1999 are
primarily due to the effects of our acquisition of a

controlling interest in Jones Intercable in April 1999,
offset in part by the effects of the sale of Comcast UK
Cable Partners Limited (“Comcast UK Cable”), a former
consolidated subsidiary of ours, in October 1998. In
addition, our equity in net losses of affiliates has
decreased principally as a result of the restructuring of
Sprint PCS in November 1998. See “Operating Results
by Business Segment” and “Consolidated Analysis.”

Our summarized consolidated financial information for the three years ended December 31, 1999 is as follows
{dollars in millions, “NM” denotes percentage is not meaningful):

Revenues
Cost of goods sold from electronic retailing
Operating, selling, general and administrative expenses

Operating income before depreciation and amortization (1) ...

Depreciation
Amortization
Operating income
Interest expense
Investment (income) expense
Expense related to indexed debt
Equity in net (income) losses of affiliates
Gain from equity offering of affiliate
Other income
Income tax expense
Minority interest income
Income from continuing operations before

extraordinary items

Revenues
Cost of goods sold from electronic retailing
Operating, selling, general and administrative expenses

Operating income before depreciation and amortization (1) . ..

Depreciation
Amortization
Operating income
Interest expense
Investment expense (income)
Equity in net losses of affiliates
Gain from equity offering of affiliate
Other (income) expense
Income tax expense
Minority interest income
Income (loss) from continuing operations before

extraordinary items

....................................

.................................

........................

....................................

...............................

.......................................

..................................

.................

...............................

Year Ended
December 31, Increase/(Decrease)

1999 1998 $ %
... 36,2092 $51453 $1,063.9 20.7%
- 1,740.1 1,462.0 278.1 19.0
... 2,589.1 2,186.6 402.5 18.4

1,880.0 1,496.7 383.3 25.6
- 572.0 463.9 108.1 23.3
- 644.0 475.7 168.3 35.4
e 664.0 557.1 106.9 19.2
s 538.3 466.7 71.6 15.3
. (629.5) 187.8 (817.3) NM
. 666.0 666.0 NM
. (1.4 5159 517.3 NM
... (157.8) (157.8) NM
- (1,409.4) (2,012.9) (603.5) (30.0)
.. 723.7 594.0 129.7 21.8
... (4.6) (44.3) 39.7) (89.6)
... $780.9 $1,007.7 ($226.8) (22.5%)

Year Ended
December 31, Increase/(Decrease)

1998 1997 $ %
... $51453 $4,467.7 $677.6 15.2%
- 1,462.0 1,270.2 191.8 15.1
- 2,186.6 1,904 4 282.2 14.8

1,496.7 1,293.1 203.6 15.7
. 463.9 404.1 59.8 14.8
. 475.7 422.4 533 12.6
. 557.1 466.6 90.5 19.4
e 466.7 458.9 7.8 1.7
... 187.8 (149.4) (337.2) NM
- 5159 343.8 " 1721 50.1
- (157.8) (N)] 150.1 NM
- (2,012.9 9.7 2,022.6 NM
e 594.0 70.4 523.6 NM
.. (44.3) (76.2) 31.9) 41.9)
ces 1,007.7 ($182.9) $1,190.6 NM

(1) Operating income before depreciation and amortization is commonly referred to in our businesses as “operating
cash flow.” Operating cash flow is a measure of a company's ability to generate cash to service its obligations,
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including debt service obligations, and to finance capital and other expenditures. In part due to the capital intensive
nature of our businesses and the resulting significant level of non-cash depreciation and amortization expense,
operating cash flow is frequently used as one of the bases for comparing businesses in our industries, although our
measure of operating cash flow may not be comparable to similarly titied measures of other companies. Operating
cash flow is the primary basis used by our management to measure the operating performance of our businesses.
Operating cash flow does not purport to represent net income or net cash provided by operating activities, as those
terms are defined under generally accepted accounting principles, and should not be considered as an alternative
to such measurements as an indicator of our performance. See “Statement of Cash Flows” above for a discussion

of net cash provided by operating activities.
Operating Results by Business Segment

The following represent the operating results of our
significant business segments, including: “Cable” and
“Commerce.” The remaining components of our
operations are not independently significant to our

consolidated financial position or results of operations
(see Note 10 to our consolidated financial statements
included in Item 8).

Cable

The following table presents financial information for the years ended December 31, 1999, 1998 and 1997 for our

cable segment (dollars in millions):

Service InCOME .. ... oottt
Operating, selling, general and

administrative expenses .............. ..o,
Operating income before depreciation

and amortization () ........... . it

Service inCome . .......coit it

Operating, selling, general and

administrative eXpenses ..................c.....
Operating income before depreciation

and amortization (@) ...........c. i,

(a) See footnote (1) on page 25.

Of the respective $651.9 million and $204.4 million
increases in service income for the years ended
December 31, 1999 and 1998, $448.4 million and $30.2
million are attributable to the effects of the acquisitions
of cable communications systems, $27.1 million and
$31.8 million are attributable to subscriber growth, $83.6
million and $109.0 million relate to changes in rates,
$21.9 million and $20.5 million are attributable to growth
in cable advertising sales and $70.9 million and $12.9
million relate to other product offerings, including the
increase in digital cable and cable modem services.

Of the respective $395.5 million and $95.5 million
increases in operating, selling, general and administrative
expenses for the years ended December 31, 1999 and

Year Ended
December 31, Increase
1999 1998 3 %
$2,929.3 $2,277.4 $651.9 28.6%

1,576.3 1,180.8 395.5 335

$1,353.0 $1.096.6 $256.4 23.4%

Year Ended
December 31, Increase
1998 1997 $ %
$2,277.4 $2,073.0 $204 .4 9.9%
1,180.8 1,085.3 95.5 8.8
1,096.6 $987.7 $108.9 11.0%

1998, $286.2 million and $15.8 million are attributable to
the effects of the acquisitions of cable communications
systems, $45.5 million and $48.9 million are attributable
to increases in the costs of cable programming as a result
of subscriber growth, additional channel offerings and
changes in rates, $3.4 million and $5.3 million are
attributable to growth in cable advertising sales, $5.0
million and $1.5 million are attributable to increases in
costs associated with customer service and $55.4 million
and $24.0 million result from increases in the costs of
labor, other volume related expenses and costs associated
with new product offerings. We anticipate that the cost of
cable programming will increase in the future as cable
programming rates increase and additional sources of
cable programming become available.
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Electronic Retailing

The following table sets forth the operating results for our electronic retailing segment (doilars in millions):

Net sales from electronic retailing ..................
Cost of goods sold from electronic retailing ........ ..
Operating, selling, general and administrative expenses .
Operating income before depreciation

and amortization (a)

Gross margin

..................................

Net sales from electronic retailing ..................
Cost of goods sold from electronic retailing
Operating, selling, general and administrative expenses .
Operating income before depreciation

and amortization (a)

Gross margin

..................................

(a) See footnote (1) on page 25.

The respective increases in net sales from electronic
retailing of $444.7 million and $320.2 million for the
years ended December 31, 1999 and 1998 are primarily
attributable to the effects of 4.1%, 11.4% and 35.2%
increases in the average number of homes receiving QVC
services in the United States (*'US™), United Kingdom
(“UK”) and Germany, respectively, and 8.5%, 8.4% and
79.6% increases in the sales per home in the US, UK and
Germany, respectively.

An allowance for returned merchandise is provided
as a percentage of sales based on historical experience.
The return provision was approximately 21% of gross
sales for each of the years ended December 31, 1999,
1998 and 1997.

The increases in cost of goeds sold from electronic
retailing are primarily related to the growth in net sales.

Year Ended
December 31, Increase
1999 1998 $ %
$2,847.4 $2,402.7 $444.7 18.5%
1,740.1 1,462.0 278.1 19.0
568.5 506.5 62.0 12.2
$538.8 $434.2 $104.6 24.1%
38.9% 39.2%
Year Ended
December 31, Increase
1998 1997 3 %
$2,402.7 $2,082.5 $320.2 15.4%
1,462.0 1,270.2 191.8 15.1
506.5 474.6 319 6.7
$434.2 $337.7 $96.5 28.6%
39.2% 39.0%

The change in gross margin between 1998 and 1997 is
primarily due to slight changes in product mix. The slight
decline in gross margin in 1999 from 1998 is primarily
related to higher warehousing costs due to a shortage of
warehouse space in the US and inventory adjustments in
Germany.

Of the respective increases in operating, selling,
general and administrative expenses of $62.0 million and
$31.9 million for the years ended December 31, 1999 and
1998, $39.8 million and $21.7 million are attributable to
higher variable costs associated with the increase in sales
volume. The remaining increases are attributable to higher
personnel costs to support the increased sales volume in
the US, UK and Germany.
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Consolidated Analysis
Interest Expense

The $71.6 million increase in interest expense from
1998 to 1999 is primarily due to the effects of our
acquisition of a controlling interest in Jones Intercable in
April 1999, the issuance of 6.20% nonrecourse notes
issued by our wholly owned subsidiary Comcast Cable
Communications, Inc. (“Comcast Cable”) in November
1998 and the issuance of the ZONES in October and
November 1999, offset, in part, by the effects of the sale
of Comcast UK Cable in October 1998.

We anticipate that, for the foreseeable future, interest
expense will be a significant cost to us and will have a
significant adverse effect on our ability to realize net
earnings.

Investment (Income) Expense

During the year ended December 31, 1999, we sold
all 5.8 million shares of the NTL Incorporated (“NTL")
common stock that we owned for total proceeds of $498.3
million and recognized a pre-tax gain of $284.2 million.

In March 1999, AT&T Corp. (“AT&T"’) merged with
Tele-Communications, Inc. (“TCI”) with AT&T as the
surviving corporation (the “AT&T/TCI Merger”). Upon
closing of the AT&T/TCI Merger, we received 3.6 million
shares (as adjusted for AT&T’s 3-for-2 stock split in April
1999) of AT&T common stock in exchange for the 3.1
million shares of TCI Class A Common Stock held by us
and we received 3.6 million shares of Liberty Media Group
Class A Tracking Shares for the 2.3 million shares of TCI
Ventures Group, Inc. (“TCI Ventures™) common stock and
the 2.4 million shares of Liberty Media Group Class A
Common Stock held by us. As a result of the exchange, we
recognized a pre-tax gain of $187.6 million during the year
ended December 31, 1999, representing the difference
between the fair value of the AT&T stock received and our
basis in TCI and TCI Ventures.

During the years ended December 31, 1999 and
1998, we recorded pre-tax losses of $35.5 million and
$152.8 million, respectively, on certain of our
investments based on a decline in value that was
considered other than temporary.

Expense Related to Indexed Debt

The ZONES are being accounted for as an indexed
debt instrument since the maturity value is dependent
upon the fair value of Sprint PCS Stock. Therefore, the
carrying value of the ZONES was increased by $666.0
million during 1999 to reflect the fair value of the
underlying Sprint PCS Stock.

Gain From Equity Offering of Affiliate

In April 1998 and November 1997, Teleport
Communications Group, Inc. (“Teleport™) issued shares
of its Class A Common Stock. As a result of the stock
issuances, we recognized a $157.8 million increase in our
proportionate share of Teleport’s net assets as a gain from
equity offering of affiliate for the year ended
December 31, 1998. We recorded our proportionate share
of Teleport’s net losses one quarter in arrears.

Other Income

In May 1999, we received the $1.460 billion
MediaOne termination fee, net of transaction costs.

In October 1998, we recognized a pre-tax gain of
$148.3 million on the exchange of our interest in Comcast
UK Cable for NTL common stock.

In November 1998, we recognized a pre-tax gain of
$758.5 million on the restructuring of Sprint PCS,
representing the difference between the aggregate fair
value of the Sprint PCS common stock, convertible
preferred stock and warrant received by us and our
historical partnership interest in Sprint PCS.

In July 1998, AT&T completed its merger with
Teleport. Upon closing of the merger, we received 36.3
million shares (as adjusted for AT&T’s 3-for-2 stock split
in April 1999) of AT&T common stock in exchange for
the 25.6 million shares of Teleport Class B Common
Stock held by us. As a result of the exchange, we
recognized a pre-tax gain of $1.092 billion during 1998,
representing the difference between the fair value of the
AT&T stock received by us and our basis in Teleport.

Income Tax Expense

The $129.7 million increase in income tax expense
from 1998 to 1999 is primarily the result of the effects of
changes in our income before taxes and minority interest
and increases in state income taxes of certain of our
subsidiaries.

Minority Interest Income

The $39.7 million decrease in minority interest
income from 1998 to 1999 is attributable to the effects of
our acquisition of a controlling interest in Jones
Intercable in April 1999, the sale of Comcast UK Cable
in October 1998 and to changes in the net income or loss
of our other less than 100% owned consolidated
subsidiaries.
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Extraordinary Items

Extraordinary items for the years ended
December 31, 1999, 1998 and 1997 consist of
unamortized debt issue costs and debt extinguishment
costs, net of related tax benefits, expensed 1n connection

with the redemption and
indebtedness.

refinancing of certain

We believe that our operations are not materially
affected by inflation.
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ITEM8  FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

INDEPENDENT AUDITORS' REPORT

Board of Directors and Stockholders
Comcast Corporation
Philadelphia, Pennsylvania

We have audited the accompanying consolidated balance sheet of Comcast Corporation and its subsidiaries as of
December 31, 1999 and 1998, and the related consolidated statements of operations, stockholders' equity and of cash
flows for each of the three years in the period ended December 31, 1999. 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 did not audit the consolidated financial statements of QVC, Inc. (“QVC”) (a consolidated
subsidiary) as of December 31, 1998 and for each of the two years in the period then ended, which statements reflect
total assets constituting 14% of the Company’s consolidated total assets as of December 31, 1998 and total revenues
constituting 47% of the Company's consolidated revenues for each of the years ended December 31, 1998 and 1997.
Those statements were audited by other auditors whose report has been furnished to us, and our opinion, insofar as it
relates to the amounts included in the Company's consolidated financial statements for QVC, is based solely upon the
report of such other auditors.

We conducted our audits in accordance with generally accepted auditing standards. Those standards 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. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits and the report
of other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of other auditors, such consolidated financial statements present fairly,
in all material respects, the financial position of Comcast Corporation and its subsidiaries as of December 31, 1999 and

1998, and the results of their operations and their cash flows for each of the three years in the period ended
December 31, 1999 in conformity with generally accepted accounting principles.

Deloitte & Touche LLP

Philadelphia, Pennsylvania
February 24, 2000
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COMCAST CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
(Dollars in mullions, except share data)

ASSETS

CURRENT ASSETS
Cashand cash equivalents .. ..... .. ...
INVESHIMENLS . . ... o oo ettt eme e e e e e e e
Accounts receivable, less allowance for doubtful
accounts of $136.6 and $120.7 .. ... . i e e
Inventories,net .. .... ...... ... U
Other current assets .... ........ e e

TOtAl CUITEME ASSEIS  + vt et v v et et se e ee s e ee e e e ie e ee et
INVESTMENT S ..ttt it e e te e e e e e e

PROPERTY AND EQUIPMENT .... ... . i e
Accumulated depreciauon ............. e e
Property and equipment, MEL .. ...\t « o h i e

DEFERRED CHARGES
Franchise and license acquISItion COSIS .. ... ...ttt i iannes .
Excess of cost over net assets acquured andother . ......... ... ... ... il

Accumuiated amOTHZAUON . . ... .. .evuniines et
Deferred charges, Det .. ... ... L. i

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts payable and accrued EXPENSES . ... ... ..o e
ACCTUEd IMEETESE . . ... oottt e
Net liabilities of discontinued OpPerations . ..................o. civiiiiies ceniiion.
Deferred iDCOME LAXES - - -« . o vt e eie et et ettt
Current portion of long-termdebt ......... ... .. ..o

Total current Habilities . .. .. .. ...ttt et a e i

LONG-TERM DEBT, less current portion (including adjustment to carrying value of
$666.0 million and ZEFO) ... ... ... e e

DEFERREDINCOME TAXES . ... ... it
MINORITY INTERESTANDOTHER . ... ... ... s
COMMITMENTS AND CONTINGENCIES . .. ... ...
COMMON EQUITY PUT OPTEONS ...ttt ieeiiiiiaa e ceaenas

STOCKHOLDERS' EQUITY
Preferred stock - authorized, 20,000,000 shares; 5% series A convertible,

no par value; issued, zero and 6,370 at redemption value . ................ ... L

5.25% series B mandatorily redeemable convertible, $1,000 par value;

issued, 569,640 and 540,690 atredemption value . . .. ......... ... ool
Class A special common stock, $1 par value - authorized,

2,500,000,000 shares; issued, 716,442,482 and 698,395,170 .......................
Class A common stock, $1 par value - authorized,

200,000,000 shares; issued, 25,993,380and 31,690,063 ...........................
Class B common stock, $1 par value - authorized,

50,000,000 shares; issued, 9,444,375 .. .. .. ... ...
Additional capital . ... ... ... e
Accumulated deficit . . ... ... . e e e
Accumulated other comprehensive income . ....... ... i

Total stockholders’ equity ........ ... ...t

See notes to consolidated financial statements.
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3,398.1

5,155.7

7,566.4
12,722.1
(2,742.0

9,980.1

$28,685.6

2,1186
517.5

5,527.1

8,707.2
3,150.5
959.5

569.6
716.4
26.0

9.4

3,527.0
(619.8)

6,112.7

_103413
$28,685.6

December 31,
1999 1998
$922.2 $870.7
7.606.0 3,653.4
673.3 5493
457.0 3438
100.1 100 2
9,758.6 5,517.4
5,548.8 602 4
50990 3,886.7
(1,700.9) (1,362.3)

25244

4,763.6
3,450.9
8,214.5
(2,148 2)
6,066.3

$14,710 5

$1,600.3
735
165.2
1,033.2
113.5

2,985.7

__Sds42
1,500.1
834.0

111.2

319
540.7
698.4

317

94
2,941.7
(1,488.2)
1,049.7

3.815.3
$14,710.5



COMCAST CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OPERATIONS
(Amounts in millions, except per share data)

REVENUES
SErviCE INCOME . . ... ... ittt it e . RN
Net sales from electromicretailing ... ....... . . ... . . e

COSTS AND EXPENSES
OPEIALING . . . ittt e e e
Cost of goods sold from electronic retatling . . ........ U
Selling, general and admunistrative ... ........ . . ... .0 L ieiiis e
DePreciation . . .. . .vvvit e e e e e e
AMOMHZAtON ... ...ttt it i ciiee e

OPERATINGINCOME ........ ... ... ...... e e e e

OTHER (INCOME) EXPENSE
Interest expense . ............ e e e e e
Investment (1nCOmMe) EXPENSE . . ... . ... ... ... Liiiiiiiian e e
Expenserelated toindexeddebt . ... ...... ..., ... L. Lol
Equity in net (income) losses of affiliates ............... ... ... .. .. ...
Gain from equity offering of affiliate . ............... ... ... .. ... R
Other (iNCOME) €XPEMSE . . . . . v vvtte e ittt ettt iiaanaaans

INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE INCOME TAX
EXPENSE, MINORITY INTEREST AND EXTRAORDINARY ITEMS . ........... ...

INCOME TAX EXPENSE . ... ... ... i s

INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE
MINORITY INTEREST AND EXTRAORDINARY ITEMS ............ .. .........

MINORITY INTERESTINCOME . .. .............. ... ... oo o it

INCOME (LOSS) FROM CONTINUING OPERATIONS BEFORE
EXTRAORDINARY ITEMS . ... ... e .

GAIN (LOSS) FROM DISCONTINUED OPERATIONS, net of income tax expense
(benefit) of $166.1 mullion, ($19 1) million and ($14.8) million .......................

INCOME (LOSS) BEFORE EXTRAORDINARY ITEMS ..........cocovviiiieeenn.s
EXTRAORDINARY ITEMS ... .. . it s
NETINCOME (LOSS) ...ttt i e e i e
PREFERRED DIVIDENDS ... .. ... i iiiiiiiiiiiie e e
NET INCOME (LOSS) FOR COMMON STOCKHOLDERS .......... ...............

BASIC EARNINGS (LOSS) FOR COMMON STOCKHOLDERS PER COMMON SHARE
Income (loss) from continuing operations before extraordinaryitems ...................
Discontinued OPerations . . . . .......... .. . . .iiiiiii i e
Extraordinary Iems .. .......ovuniit i e

Netincome (I0SS) .. . ..o i e e e

BASIC WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDING . ...

DILUTED EARNINGS (LOSS) FOR COMMON STOCKHOLDERS PER COMMON SHARE
Income (loss) from continuing operations before extraordinary items . ...... ...........
Discontinued OPErations . .. ......... .. ... e e
Extraordinary items ....... ............. coiiiiiiiil e e

Net income (l0SS) .. ... oottt

DILUTED WEIGHTED AVERAGE NUMBER OF
COMMON SHARES OUTSTANDING .... ......ciiiiiiniiiit i,

See notes to consolidated financial statements.
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Year Ended December 31,
1999 1998 1997
$3,361.8 $2,742.6 $2,3852
2,847.4 2,402.7 2,082.5
6,209.2 5,145.3 4,467.7
1,663.1 1,4103 1,204 1 .
1,740.1 1,462.0 1,270.2 *
926.0 776.3 700.3
572.0 463.9 404.1
644.0 475.7 422.4 ,
5,545.2 4,588.2 4,001.1
664.0 5571 466.6
538.3 466.7 458.9
(629.5) 187.8 (149.4)
666.0
(1.4) 515.9 343 8
(157.8) an
(1,409.4) (2,012.9) 9.7
(836.0) (1,000.3) 655.3
1,500.0 1,5574 (188.7)
723.7 594.0 70.4
776.3 963.4 (259 1)
4.6 443 76.2
780.9 1,007.7 (182.9)
335.8 (31.4) (25 6)
1.116.7 976.3 (208.5)
(51.0) 4.2) (30.2)
1,065.7 972.1 (238.7)
(29.7) 291 (14.8)
$1,036.0 $943.0 ($253.5)
$1.00 $1.34 ($.29)
A5 (04) (04)
(.07) (0D (.04)
$138 $1.29 $.37) ~
749.1 733.0 678.0
~
$.95 $1.25 ($.29)
41 (.03) (.04)
(.06) (o1 ( 04)
$1.30 $1.21 (3.37)
819.9 806.0 678.0




COMCAST CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASHFLOWS

(Dollars in millions)

Year Ended December 31,
1999 1998 1997
OPERATING ACTIVITIES
Netincome (I0SS) . ..o viutne et e e $1,065.7 $972.1 ($238.7)
Adjustments to reconcile net income (loss) to net cash provided
by operating activities from continuing operations:
Depreciaion  .......... ..o ciiiiiiaii o e 572.0 463.9 404 1
Amortization ..................0. ... e 644.0 475.7 4224
Non-cash interest (income) eXpense, Det .. ... ........ ....iie i coeann (27.8) 29.2 323
Non-cash expense related toindexeddebt .. ............... ... ... .. 666.0
Equity in net (income) losses of affiliates ......... . .. ............ ... .. (1.4) 5159 343.8
Gain from equity offering of affiliate . . ........ ................. .. . (157.8) a7
Gains on investments, net and terminationfee ............. ... 0. 0oL (1,917.09 (1,758.5) (81.0)
MInority INLErESt INCOME . . ..o vt oot ciereeaiineeeann o eeeannes (4.6) {44.3) (76.2)
Discontinued operations ... ........ ...... o eaaiiiiiiaan ool (335.8) 314 25.6
EXtraordinary HEMmS . . ... ..o.vut it 51.0 42 30.2
Deferred income taxes and other ... ... ... Ll (31.9) 4182 (40.6)
680.2 950.0 814.2
Changes in workingcapital ............. ... o0 i e 569.2 1177 304
Net cash provided by operating activities from continuing operations .. ..... 1,249.4 1,067.7 844.6
FINANCING ACTIVITIES
Proceeds from bOITowings .. ...... ... ...t i e 2,786.6 1,938.0 1,951.1
Retirement and repaymentofdebt . ..... ... ... . ... .o (1,368.2) (1,113.4) (2,586.6)
Issuance of preferred StoCK . .. ..o v o 500.0
{Repurchases) issuances of common stock, net . ........ ... ol (13.6) 289 470.2
DAVIAENAS . . . . oottt e e 9.4) (36.0) (34.0)
Deferred financing costs . ........ ...l (51.0) (16.3) (16.9)
[0 3.0) 8.0 0.1
Net cash provided by financing activities from continuing operations .. ..... 1,341.4 809.2 283.9
INVESTING ACTIVITIES
Acquisitions, net of cashacquired ... .............. L. Lo (755.2) (309.7) (170.1)
Proceeds from termination fee, met . . .. ....... .. e 1.460.0
(Purchases of) proceeds from short-term investments, met ... ................... (1,035.5) 145.9 456
Capitat contributions to and purchases of investments ........ ..... ......... (2,012.2) (202.1) (268.7)
Proceeds from sales of and distributions from investments ..................... 599.8 23.6 171.1
Proceeds from investees’ repaymentsofloans ... . ................. ... 74.7 30.6
Capital expenditures . ................ it i iee i (893.8) {898.9) (795.5)
Sale of subsidiary, netof cashsold ......... ........ . .. ...l 361.1 (140.4)
Additions todeferred charges ... ............. .. i (263.5) (108.4) (58.8)
Net cash used in investing activities from continuing operations ............ (2,539.3) (1,415 3) (1,045.8)
INCREASE IN CASH AND CASH EQUIVALENTS - CONTINUING
OPERATIONS . ... .. i e 51.5 461.6 82.7
CASH AND CASH EQUIVALENTS, beginningof year . ........ .. ............ 870.7 409.1 326.4
CASH AND CASH EQUIVALENTS, endof year . ...  .................... $922.2 $870.7 $409.1

See notes to consolidated financial statements.
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COMCAST CORPORATION AND SUBSIDIARIES
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Accumulated Other
Comprehensive
Income (I.oss)
Unrealized
Preferred Stock Common Stock Gainson  Cumulative
Senes Senmes Class A Additional Accumulated Marketable Translation
A B Special Class A Class B Capital Deficit Securities _ Adjustments _ Total \
Al

BALANCE, JANUARY 1,1997 ....... . $319 $609.4  $34.0 $8.8  $2,000.5 (82,127 1) $0.1 ($6.0)  §551.6 l,‘\

Comprehensive income (10ss): f
NELIOSS «.voeerren e e (238.7) J
Unrealized gains on marketable secunties,

net of deferred taxes of $75.8 140.6
Cumulative translation adjustments . . . . .. (5.6)

Total comprehensiveloss .... ........... (103.7)
[ssuance of commonstock . ............ 49.8 450.5 500.3
[ssuance of preferred stock ...... . 500.0 500.0
Exercise of options .... .... ........ 2.0 13.8 15.8
Conversion of convertible subordinated

debt to common stock ..... ... 16.8 201.7 2185
Retirement of common stock . 3.4) 2.2) (19.5) (17.7) (42.8)
Cash dividends, common, $. 0467 per share (32.4) 324
Cash dividends, Series A preferred ... ... (1.6) (1.6)
Senes B preferred dividends . . .. ... 13.2 (13.2)

Temporary equity related to put options . . 38.2 382

Proceeds from sales and extensions of put options 2.6 2.6
BALANCE, DECEMBER 31,1997 ........ 319 5132 6746 318 8.8 2,673.0 (2,415.9) 140.7 (11.6) 1,646.5
Comprehensive income:

Neticome . ...........coov vuvnnnnn 972.1

Unrealized gains on marketable secunues,

net of deferred taxes of $489.4 .. .. ... 908.8
Cumulative translation adjustments . . . . . . 11.8

Total comprehensive income . . . 1,8927
Conversion of convertible subordmatcd debt

tocommonstock . ........... ... 20.8 336.8 357.6
Exercise ofoptions . ..... .......... 34 0.6 31.8 35.8
Retirement of common stock . ... ' 0.4) (0.1 (2.4) (10.0) (12.9
Cash dividends, common, $.0467 per share (34.4) (34.4)
Cash divitdends, Series A preferred . ..... (1.6) (1.6)
Series B preferred dividends ........... 27.5 (27.5)

Temporary equity related to put options (79.8) (79.8)

Proceeds from sales of put options 11.4 11.4
BALANCE, DECEMBER 31,1998 ..... . 319 5407 698.4 317 9.4 2,941.7 (1,488.2) 1,049.5 02 38153
Comprehensive income:

NetInCOme . . ..oovve veeer cvnnnn. 1,065.7

Unrealized gains on marketable securities,

net of deferred taxes of $2,730.2 5,070.3
Cumulattve translation adjustments (7.3)

Total comprehensive income ... ........ 6,128.7
Acquisition .............00 ool 8.5 283.2 291.7
Exercise of options . ................. 2.2 23.7 259
Conversion of Series A preferred .. ... ... 31.9) 2.7 29.2
Retirement of common stock ........... (0.8) (4.6) (25.3) (30.7)
Cash dividends, Series A preferred ...... (0.8) (0.8)
Senes B preferred dividends . e 28.9 (28.9)

Share exchange ........... .. .... 4.6 4.9) 1723 (172.0)
Temporary equity related to put options 111.2 1112

BALANCE, DECEMBER 31,1999 ....... $ $569.6 _$716.4 $26.0 $94 _ $3,527.0 (3619.8) $6,119.8 (37.1) $10,341 3

See notes to consolidated financial statements.
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1. BUSINESS

Comcast Corporation and its subsidiaries (the “Company”) is principally involved in three lines of business: cable,
commerce and content.

The Company’s cable communications business is principally involved in the development, management and
operation of broadband cable networks in the United States (“US™). The Company's consolidated cable operations
served approximately 5.7 million subscribers and passed approximately 9.5 million homes as of December 31, 1999.

Commerce is provided through the Company’s consolidated subsidiary, QVC, Inc. (*QVC”). Through QVC, an
electronic retailer, the Company markets a wide variety of products directly to consumers primarily on merchandise-
focused television programs. QVC was available, on a full and part-time basis, to over 72 million homes in the US,
over 8 million homes in the United Kingdom (“UK”) and Ireland and over 17 million homes in Germany as of
December 31, 1999.

Content is provided through the Company's consolidated subsidiaries including Comcast-Spectacor, Comcast
SportsNet and E! Entertainment Television, Inc. ("E! Entertainment"), and through other programming investments
including The Goif Channel, Speedvision and Outdoor Life. Comcast SportsNet is a 24-hour regional sports
programming network which provides sports related programming, including the Philadelphia Flyers NHL hockey
team, the Philadelphia 76ers NBA basketball team and the Philadelphia Phillies MLB baseball team to
approximately 2.7 million subscribers in the Philadelphia region. E! Entertainment is a 24-hour network with
programming dedicated to the world of entertainment with distribution to approximately 60 million subscribers as
of December 31, 1999.

Stock Split

On March 3, 1999, the Company’s board of directors authorized an increase in the number of authorized shares
of the Company’s Class A Special Common Stock from 500 million shares to 2.5 billion shares. On that date, the
Company’s board of directors also authorized a two-for-one stock split in the form of a 100% stock dividend (the
“Stock Split™") payable on May 5, 1999 to shareholders of record on April 20, 1999. The dividend was paid in
Class A Special Common Stock to the hoiders of Class A Common, Class A Special Common and Class B
Common Stock. The average number of shares outstanding and related prices, per share amounts, share
conversions and stock option data have been retroactively restated to reflect the Stock Split. The Company’s board
of directors also eliminated the quarterly cash dividend of $.0117 per share on all classes of its common stock. The
last quarterly cash dividend was paid in March 1999.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND OTHER ITEMS

Basis of Consolidation

The consolidated financial statements include the accounts of the Company and all wholly owned or controlled
subsidiaries. All significant intercompany accounts and transactions among consolidated entities have been
eliminated. ‘

Management's 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 those estimates.

Fair Values

The estimated fair value amounts presented in these notes to consolidated financial statements have been
determined by the Company using available market information and appropriate methodologies. However,

-35.




COMCAST CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1999, 1998 AND 1997 (Continued)

considerable judgment is required in interpreting market data to develop the estimates of fair value. The estimates
presented herein are not necessarily indicative of the amounts that the Company could realize in a current market
exchange. The use of different market assumptions and/or estimation methodologies may have a material effect on
the estimated fair value amounts. Such fair value estimates are based on pertinent information available to
management as of December 31, 1999 and 1998, and have not been comprehensively revalued for purposes of these
consolidated financial statements since such dates.

Cash Eguivalents

Cash equivalents consist principally of US Government obligations, commercial paper, repurchase agreements and
certificates of deposit with maturities of three months or less when purchased. The carrying amounts of the
Company's cash equivalents approximate their fair values.

Inventories — Electronic Retailing
Inventories, consisting primarily of products held for sale, are stated at the lower of cost or market. Cost is
determined by the average cost method, which approximates the first-in, first-out method.

Investments
Investments consist principally of equity securities and US Government obligations, commercial paper, repurchase
agreements and certificates of deposit with maturities of greater than three months when purchased.

Investments in entities in which the Company has the ability to exercise significant influence over the operating
and financial policies of the investee are accounted for under the equity method. Equity method investments are
recorded at original cost and adjusted periodically to recognize the Company's proportionate share of the investees'
net income or losses after the date of investment, additional contributions made and dividends received. The
differences between the Company's recorded investments and its proportionate interests in the book value of the
investees' net assets are being amortized to equity in net income or loss, primarily over a period of 20 years, which
is consistent with the estimated lives of the underlying assets.

Unrestricted publicly traded investments are classified as available for sale and recorded at their fair value, with
unrealized gains or losses resulting from changes in fair value between measurement dates recorded as acomponent
of other comprehensive income.

Restricted publicly traded investments and investments in privately held companies are stated at cost, adjusted for
any known diminution in value (see Note 4).

Property and Equipment
Property and equipment are stated at cost. Depreciation is provided by the straight-line method over estimated
useful lives as follows:

Buildings and improvements . ................. 8-40 years
Operating facilities ......................... 5-20 years
Otherequipment .................ccovvvnn.n, 2-10 years

Improvements that extend asset lives are capitalized; other repairs and maintenance charges are expensed as
incurred. The cost and related accumulated depreciation applicable to assets sold or retired are removed from the
accounts and the gain or loss on disposition is recognized as a component of depreciation expense.

Capitalized Costs

Interest is capitalized as part of the historical cost of acquiring qualifying assets, including investments in equity
method investees while the investee has activities in progress necessary to commence its planned principal
operations. Capitalized interest for the year ended December 31, 1997 was $18.0 million. The costs associated with
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the construction of cable transmission and distribution facilities and new cable service installations are capitalized.
Costs include all direct labor and materials as well as certain indirect costs.

Deferred Charges

Franchise and license acquisition costs are amortized on a straight-line basis over their legal or estimated useful
lives of 3 to 40 years. The excess of cost over the fair value of net assets acquired is being amortized on a straight-
line basis over estimated useful lives of 20 to 40 years.

Valuation of Long-Lived Assets

The Company periodically evaluates the recoverability of its long-lived assets, including property and equipment
and deferred charges, using objective methodologies whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. Such methodologies include evaluations based on the cash flows
generated by the underlying assets, profitability information, including estimated future operating results, trends
or other determinants of fair value. If the total of the expected future undiscounted cash flows is less than the
carrying amount of the asset, a loss is recognized for the difference between the fair value and the carrying value
of the asset.

Foreign Currency Translation

Assets and liabilities of the Company's foreign subsidiaries, where the functional currency is the local currency,
are translated into US dollars at the December 31 exchange rate. The related translation adjustments are recorded
as acomponent of other comprehensive income. Revenues and expenses are translated using average exchange rates
prevailing during the year. Foreign currency transaction gains and losses are included in other (income) expense.

Revenue Recognition

Service income is recognized as service is provided. Credit risk is managed by disconnecting services to cable
customers who are delinquent. Net sales from electronic retailing are recognized at the time of shipment to
customers. The Company’s policy is to allow customers to return merchandise for credit up to thirty days after date
of shipment. An allowance for returned merchandise is provided as a percentage of sales based on historical
experience.

Stock-Based Compensation

The Company accounts for stock-based compensation in accordance with APB Opinion No. 25, “*Accounting for
Stock Issued to Employees,” and related interpretations, as permitted by Statement of Financial Accounting
Standards (“SFAS™) No. 123, “Accounting for Stock-Based Compensation.” Compensation expense for stock
options is measured as the excess, if any, of the quoted market price of the Company's stock at the date of the grant
over the amount an employee must pay to acquire the stock. Compensation expense for restricted stock awards is
recorded annually based on the quoted market price of the Company's stock at the date of the grant and the vesting
period. Compensation expense for stock appreciation rights is recorded annually based on the changes in quoted
market prices of the Company's stock or other determinants of fair value at the end of the year (see Note 6).

Postretirement and Postemployment Benefits
The estimated costs of retiree benefits and benefits for former or inactive employees, after employment but before
retirement, are accrued and recorded as a charge to operations during the years the employees provide services.

Investment Income

Investment income includes interest income and gains, net of losses, on the sales of marketable securities and long-
term investments. Gross realized gains and losses are recognized using the specific identification method (see Note
4). Investment income also includes impairment losses resulting from adjustments to the net realizable value of
certain of the Company's long-term investments.
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Income Taxes

The Company recognizes deferred tax assets and liabilities for temporary differences between the financial
reporting basis and the tax basis of the Company's assets and liabilities and expected benefits of utilizing net
operating loss carryforwards. The impact on deferred taxes of changes in tax rates and laws, if any, applied to the
years during which temporary differences are expected to be settled, are reflected in the consolidated financial
statements in the period of enactment.

Derivative Financial Instruments

The Company uses derivative financial instruments, including interest rate exchange agreements (“Swaps ), interest
rate cap agreements (“Caps”) and interest rate collar agreements (“Collars”) to manage its exposure to fluctuations
in interest rates, and common stock option contracts to manage its exposure to fluctuations in the price of its Class
A Special Common Stock (“Comcast Put Options™). The Company also enters into call options on certain of its
investments in equity securities (“Covered Call Options™).

Swaps, Caps and Collars are matched with either fixed or variable rate debt and periodic cash payments are accrued
on a settlement basis as an adjustment to interest expense. Any premiums associated with these instruments are
amortized over their term and realized gains or losses as a result of the termination of the instruments are deferred
and amortized over the remaining term of the underlying debt. Unrealized gains and losses as a result of these
instruments are recognized when the underlying hedged item is extinguished or otherwise terminated.

Proceeds from sales of Comcast Put Options are recorded in stockholders’ equity and an amount equal to the
redemption price of the common stock is reclassified from permanent equity to temporary equity. Subsequent
changes in the market value of Comcast Put Options are not recorded. Covered Call Options are marked to market
on a current basis with the result included in investment (income) expense in the Company’s consolidated statement
of operations.

Those instruments that have been entered into by the Company to hedge exposure to interest rate risks are
periodically examined by the Company to ensure that the instruments are matched with underlying liabilities, reduce
the Company’s risks relating to interest rates and, through market value and sensitivity analysis, maintain a high
correlation to the interest expense of the hedged item. For those instruments that do not meet the above criteria,
variations in their fair value are marked-to-market on a current basis in the Company’s consolidated statement of
operations.

The Company does not hold or issue any derivative financial instruments for trading purposes and is not a party
to leveraged instruments (see Note 5). The credit risks associated with the Company's derivative finanecial
instruments are controlied through the evaluation and monitoring of the creditworthiness of the counterparties.
Although the Company may be exposed to losses in the event of nonperformance by the counterparties, the
Company does not expect such losses, if any, to be significant.

Sale of Stock by a Subsidiary or Equity Method Investee

Changes in the Company's proportionate share of the underlying equity of a consolidated subsidiary or equity
method investee which result from the issuance of additional securities by such subsidiary or investee are
recognized as gains or losses in the Company's consolidated statement of operations unless gain realization is not
assured in the circumstances. Gains for which realization is not assured are credited directly to additional capital.

New Accounting Pronouncement

In June 1998, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 133, “Accounting for
Derivative Instruments and Hedging Activities.” This statement establishes accounting and reporting standards for
derivatives and hedging activities. Upon the adoption of SFAS No. 133, all derivatives are required to be
recognized in the statement of financial position as either assets or liabilities and measured at fair value. In July
1999, the FASB issued SFAS No. 137, “Accounting for Derivative Instruments and Hedging Activities - Deferral
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of the Effective Date of FASB Statement No. 133 - an amendment of FASB Statement No. 133" defernng the
effective date for implementation of SFAS No. 133 to fiscal years beginning after June 15, 2000. The Company
is currently evaluating the impact the adoption of SFAS No. 133 will have on its financial position and results of
operations.

Earnings (Loss) for Common Stockholders Per Common Share

Earnings (loss) for common stockholders per common share is computed by dividing net income (loss), after
deduction of preferred stock dividends, when applicable, by the weighted average number of common shares
outstanding during the period on a basic and diluted basis. The following table reconciles the numerator and
denominator of the computations of diluted earnings (loss)} for common stockholders per common share (“Diluted
EPS”) for the years ended December 31, 1999, 1998 and 1997, respectively.

(Amounts in millions, except per share data)

Year Ended
December 31,
1999 1998 1997
Net income (loss) for common stockholders . ............ $1,036.0 $943.0 ($253.5)
Dilutive securities effect on net income (loss) for common
stockholders ......... ...t iiiiiiiiiii ., 1.0
Preferreddividends .............. ... . i, 29.7 29.1
Net income (loss) for common stockholders used for
Diluted EPS ... oo $1.065.7 $973.1 ($253.5)
Weighted average number of common shares outstanding . . 749.1 733.0 678.0
Dilutive securities:
1 1/8% discount convertible subordinated debentures,
redeemedMarch 1998 ......................... 50
Series A and B convertible preferred stock .......... 44.0 45.2
Stock option and restricted stockplans ............. 26.8 22.8
Diluted weighted average number of common shares
outstanding . .. ... ... e 819.9 806.0 678.0
Diluted earnings (loss) for common stockholders per
common Share . .........c.iuieniinenennennnannn, $1.30 $1.21 (3.3D

Comcast Put Options on a weighted average 2.7 million shares and 2.9 million shares of its Class A Special
Common Stock (see Note 6) were outstanding during the years ended December 31, 1999 and 1998 but were not
included in the computation of Diluted EPS as the Comcast Put Options’ exercise price was less than the average
market price of the Company’s Class A Special Common Stock during the periods.

For the year ended December 31, 1997, the Company’s potential common shares of 106.4 million shares have an
antidilutive effect on loss for common stockholders per common share and, therefore, have not been used in
determining the total weighted average number of common shares outstanding.

Reclassifications

Certain reclassifications have been made to the prior years' consolidated financial statements to conform to those
classifications used in 1999.
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3. ACQUISITIONS AND OTHER SIGNIFICANT EVENTS

Acquisition of Lenfest Communications, Inc.

In January 2000, the Company acquired Lenfest Communications, Inc. (“Lenfest”), a cable communications
company serving approximately 1.3 miilion subscribers primarily in the Philadelphia area from AT&T Corp.
(“AT&T") and the Lenfest stockholders for approximately 121.4 million shares of the Company’s Class A Special
Common Stock with a value of $6.077 billion. In connection with the acquisition, the Company assumed
approximately $1.777 billion of debt.

Acquisition of CalPERS’ Interest in Jointly Owned Cable Properties

In February 2000, the Company acquired the California Public Employees Retirement System’s (“CalPERS™) 45%
interest in Comcast MHCP Holdings, L.L.C. (“Comcast MHCP”), a 55% owned consolidated subsidiary of the
Company which serves approximately 642,000 cable subscribers in Michigan, New Jersey and Florida pursuant
to an agreement entered into in December 1999. In February 2000, the acquisition closed and, as a result, the
Company now owns 100% of Comcast MHCP. The consideration was $750.0 million in cash.

Jones Intercable Agreement

In May 1998, the Company agreed to purchase from BCI Telecom Holding (“BTH) 6.4 million Class A Common
Shares in Jones Intercable, Inc. (“Jones Intercable™), and a 49% interest in the BTH subsidiaries which were to
continue to own BTH’s remaining 6.4 million shares of Jones Intercable Class A Common Stock. At the same time,
the Company agreed to acquire approximately 2.9 million shares of Common Stock of Jones Intercable (the
“Control Shares”), if and when acquired by BTH from affiliates of Jones Intercable’s controlling shareholder under
an existing option (the “Control Option™) to acquire such shares {which absent extraordinary circumstances would
not have been exercisable until December 2001). The Company was to purchase the remaining 51% of the BTH
subsidiaries when the Control Shares were acquired. The Company, BTH, Jones Intercable and Jones Intercable’s
controlling shareholder agreed in August 1998 to accelerate the Control Option to permit its early exercise and the
early closing of the transactions with BTH. The transaction closed in April 1999. The Company paid $706.3 million
in cash to acquire the 12.8 million shares of Jones Intercablie Class A Common Stock and the Control Shares. In
connection with the acquisition, the Company assumed $1.499 billion of Jones Intercable debt (see Note 5). In June
1999, the Company purchased an additional 1.0 million shares of Jones Intercable Class A Common Stock for
$50.0 million through a private transaction. As a result, the Company controls 39.6% of the economic and 48.3%
of the voting interest in Jones Intercable. In addition, the Control Shares represent shares having the right to elect
approximately 75% of the Board of Directors of Jones Intercable. The share acquisitions were funded with available
cash and cash equivalents. Jones Intercable is a public company, which owns cable operations serving
approximately 1.1 million subscribers. The acquisition was accounted for under the purchase method of accounting.
As such, the operating results of Jones Intercable have been included in the Company’s consolidated statement of
operations from the acquisition date. The allocation of the purchase price to the assets and liabilities of Jones
Intercable is preliminary pending completion of final appraisals.

In December 1999, the Company entered into a definitive merger agreement with Jones Intercable to acquire all
of the remaining shares of Jones Intercable not currently owned by the Company. Under the terms of the merger
agreement, Jones Intercable shareholders will receive 1.4 shares of the Company’s Class A Special Common Stock
for each share of Jones Intercable Class A Common Stock and Common Stock. As a result of the merger, the
Company will own 100% of Jones Intercable. The Company expects that the merger, which is subject to
shareholder approval, will close in the first quarter of 2000.

Time Warner Agreement

In November 1999, the Company entered into an agreement to exchange certain of the Company’s cable
communications systems with Time Warner Cable (“Time Warner’), a division of Time Warner Entertainment
Company, L.P. Under the terms of the agreement, the Company will receive cable communications systems serving
approximately 120,000 subscribers. In exchange, Time Warner will receive systems that the Company currently
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owns serving approximately 133,000 subscribers. At closing, Time Warner will pay the Company an equalizing
payment of $31.2 million, reflecting the agreed upon difference in fair value of the Time Warner assets and the
Company’s assets to be exchanged, subject to adjustment. The transaction is subject to customary closing
conditions and regulatory approvals and is expected to close in the second quarter of 2000.

Prime Communications Agreement

In December 1998, the Company agreed to invest in Prime Communications LLC (“Prime”), a cable commun-
ications company serving approximately 430,000 subscribers. Pursuant to the terms of this agreement, in December
1998 the Company acquired from Prime a $50.0 million 12.75% subordinated note due 2008 issued by Prime. In
July 1999, the Company made a loan to Prime in the form of a $733.5 million 6% ten year note, convertible into
90% of the equity of Prime. In November 1999, the Company made an additional $20.0 million loan to Prime (on
the same terms as the original loan), and delivered a notice of the Company’s intention to convert the 6% note. The
note will be converted upon receipt of customary closing conditions and required regulatory approvals, which are
expected to be obtained in the second quarter of 2000. The owners of Prime have agreed that at the time of
conversion, they will sell their remaining 10% equity interest in Prime to the Company, for approximately $82.0
million, plus accrued interest from July 1999 at 7% per annum. As a result, the Company would then own 100%
of Prime and assume management control of Prime’s operations. Upon closing, the Company will assume
approximately $550 million of Prime’s debt.

Sale of Comcast Cellular Corporation

In July 1999, the Company sold Comcast Cellular Corporation (“*Comcast Cellular”) to SBC Communications, Inc.
for $361.1 million in cash and the assumption of $1.315 billion of Comcast Cellular debt, and recognized a gain
on the sale of $355.9 million, net of income tax expense. The results of operations of Comcast Cellular have been
presented as a discontinued operation in accordance with Accounting Principles Board (“APB”) Opinion 30,
“Reporting the Results of Operations - Reporting the Effects of Disposal of a Segment of a Business, and
Extraordinary, Unusual and Infrequently Occurring Events and Transactions.” During the year ended December 31,
1999, the Company recognized losses from discontinued operations of $20.1 million.

Acquisition of Greater Philadelphia Cablevision, Inc.

In June 1999, the Company acquired Greater Philadelphia Cablevision, Inc. (“Greater Philadelphia™), a cable
communications company serving approximately 79,000 subscribers in Philadelphia, Pennsylvania, from Greater
Media, Inc. for approximately 8.5 million shares of the Company’s Class A Special Common Stock with a value
of $291.7 million. The acquisition was accounted for under the purchase method of accounting. As such, the
operating results of Greater Philadelphia have been included in the Company’s consolidated statement of operations
from the acquisition date. The allocation of the purchase price to the assets and liabilities of Greater Philadelphia
is preliminary pending a final appraisal. As the consideration given in exchange for Greater Philadelphia was shares
of the Company’s Class A Special Common Stock, the Greater Philadelphia acquisition had no significant impact
on the Company’s consolidated statement of cash flows.

AT&T Agreement

In May 1999, the Company entered into an agreement with AT&T to exchange various cable communications
systems. Under the terms of the agreement, the Company will receive cable communications systems serving
approximately 1.5 million subscribers. In exchange, AT&T will receive systems that the Company currently owns
or will acquire serving 750,000 subscribers. At closing, the Company will pay AT&T an equalizing payment of
approximately $3.4 biilion (subject to adjustment based on the actual number of net subscribers acquired and the
per subscriber price of certain subscribers) for the 750,000 net subscribers to be acquired as a result of the
exchanges. The Company will pay for the net subscribers acquired in connection with the exchanges with shares
of AT&T common stock that the Company currently owns or may acquire and other securities or assets which
would permit the exchanges to be tax-free to the maximum extent possible. The agreed upon value of any AT&T
common stock used in the exchange that was owned by the Company at the time of the agreement is $54.41 per
share.
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Under the terms of the agreement, the Company also agreed to offer AT&T-branded residential wireline telephony
in the Company’s cable communications system markets, provided AT&T has concluded separate residential
telephony agreements with at least two other non-AT&T affiliated multi-system cable operators. AT&T has agreed
to grant the Company the most favorable terms AT&T has reached with any of those or other multi-systemn cable
operators.

The majority of the exchanges are contingent upon the completion of AT&T’s acquisition of MediaOne Group,
Inc. (“MediaOne™), which is expected to close in 2000, subject to customary closing conditions and regulatory
approvals.

Adelphia Agreement

In May 1999, the Company entered into an agreement to exchange certain cable communications systems with
Adelphia Communications (“Adelphia”). Under the terms of the agreement, the Company will receive
approximately 464,000 cable subscribers from Adelphia. In exchange, Adelphia will receive cable communications
systems currently owned by the Company serving approximately 440,000 subscribers. All of the systems involved
in the system exchanges will be valued based upon independent appraisals with any difference in relative value to
be funded with cash or additional cable communications systems. The transaction is subject to customary closing
and regulatory approvals and is expected to close in the third quarter of 2000.

MediaOne Agreement

In March 1999, the Company entered into an Agreement and Plan of Merger with MediaOne pursuant to which
MediaOne was to be merged with the Company. Under the terms of that agreement, MediaOne could terminate the
agreement under certain conditions, provided that it pay the Company a termination fee of $1.5 billion in cash. In
April 1999, AT&T submitted an offer to purchase MediaOne. In May 1999, the MediaOne board of directors
notified the Company that it had determined that the AT&T offer was superior to the Company’s offer. MediaOne
then terminated the agreement and paid the Company the termination fee. The termination fee is included in other
income in the Company’s consolidated statement of operations, net of transaction costs, for the year ended
December 31, 1999.

Acquisition of E! Entertainment

In March 1997, the Company, through Comcast Entertainment Holdings LL.C (“Entertainment Holdings”), which
is owned 50.1% by the Company and 49.9% by The Walt Disney Company (“Disney’), purchased a 58.4% interest
in E! Entertainment from Time Warner, Inc. for $321.9 million. The acquisition was funded by cash contributions
to Entertainment Holdings by the Company and Disney of $132.8 million and $189.1 million, respectively. In
connection with the acquisition, the Company contributed its 10.4% interest in E! Entertainment to Entertainment
Holdings. To fund the cash contribution to Entertainment Holdings, the Company borrowed $132.8 million from
Disney in the form of two 10-year, 7% notes (the “Disney Notes").

In December 1997, Entertainment Holdings extended its carriage agreement and acquired the 10.4% interest in E!
Entertainment held by Cox Communications, Inc. (*Cox") for $57.1 million. The acquisition was funded by cash
contributions to Entertainment Holdings by the Company and Disney of $28.6 million and $28.5 million,
respectively. As of December 31, 1999 and 1998, Entertainment Holdings owns a 79.2% interest in E!
Entertainment.

The Company accounted for the acquisitions under the purchase method of accounting. As such, the operating
results of E! Entertainment have been included in the Company’s consolidated statement of operations from the
acquisition date.

Microsoft Investment

In June 1997, the Company and Microsoft Corporation (“Microsoft”) completed a Stock Purchase Agreement.
Microsoft purchased and the Company issued approximately 49.2 million shares of the Company’s Class A Special
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Common Stock at $10.15 per share, for $500.0 miilion and 500,000 shares of the Company’s 5.25% Series B
Mandatorily Redeemable Convertible Preferred Stock, par value $1,000 per share (the *‘Series B Preferred Stock”),
for $500.0 million (see Note 6).

4. INVESTMENTS
December 31,

1999 1998
(Dollars in millions)

Fairvaluemethod . ........ ... . oo .. .. $11,972.1 $4,170.0
Costmethod . ...... ... . i 1,134.6 74.7
Equitymethod ............... ... . .. i 48.1 11.1

Total iNVESHMENTS . . .« v v v vt e e et e e 13,154.8 4,255.8
Less, CUITENt inVeSMENES . . . .ot v et et e e e e et eeenn e 7,606.0 3,653.4
NOD-CUITENt INVESLMENES . .. o oottt et e e $5,548.8 $602.4
Fair Value Method

The Company holds unrestricted equity investments in certain publicly traded companies, with an historical cost
(including $1.999 billion of pre-tax gains recognized during 1999 and 1998, respectively) of $2.558 billion and
$2.555 billion as of December 31, 1999 and 1998, respectively. The unrealized pre-tax gains on these investments
as of December 31, 1999 and 1998 of $9.414 billion and $1.615 billion, respectively, have been reported in the
Company's consoclidated balance sheet as a component of other comprehensive income, net of related deferred
income tax expense of $3.294 billion and $565.1 million, respectively.

Sprint PCS. The Company, Cox, Tele-Communications, Inc. (“TCI,” and together with the Company and Cox, the
*“Cable Partners™) and Sprint Corporation (“Sprint”) engaged in the wireless communications business through a
limited partnership known as “Sprint PCS.”

In November 1998, Sprint assumed ownership and management control of Sprint PCS and issued a new class of
Sprint stock (the “Sprint PCS Stock”™) to track the performance of Sprint's combined wireless operations. In
exchange for its 15% interest in Sprint PCS, the Company received approximately 47.2 million shares of
unregistered Series 2 Sprint PCS common stock, 61,726 shares of Sprint PCS preferred stock (convertible into
approximately 2.0 million shares of unregistered Series 2 Sprint PCS common stock) and a warrant to purchase
approximately 3.0 million shares of unregistered Series 2 Sprint PCS common stock at $24.02 per share. As aresult
of the exchange, the Company recognized a pre-tax gain of $758.5 million during the year ended December 31,
1998 representing the difference between the aggregate fair value of the Sprint PCS common stock, convertible
preferred stock and warrant, and the Company’s basis in Sprint PCS. This gain is included in other income in the
Company’s consolidated statement of operations. The Company has registration rights, subject to customary
restrictions, which will allow the Company to sell the Sprint PCS Stock received.

The Sprint PCS Stock is divided into three categories: (i) Series 1 (one vote per share) to be held by the public, (ii)
Series 2 (1/10 vote per share other than in class votes) to be held by the Cable Partners, and (iii) Series 3 (one vote
per share) to be held by two of Sprint’s major shareholders. If the Series 2 shares are transferred by a Cable Partner,
the transferred shares become full vote Series | shares.

As of December 31, 1999 and 1998, the Company has recorded its investment in Sprint PCS at its estimated fair
value of $4.234 billion and $1.195 billion, respectively (see Note 5).
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Equity Price Risk

During the year ended December 31, 1999, the Company entered into cashless collar agreements (the “Equity
Collars’™) covering $1.365 billion notional amount of investment securities accounted for at fair value. The Equity
Collars limit the Company’s exposure to and benefits from price fluctuations in the underlying equity securities.
The Equity Collars mature between 2001 and 2003. As the Company accounts for the Equity Collars as a hedge,
changes in the value of the Equity Collars are substantially offset by changes in the value of the underlying
investment securities which are also marked-to-market through accumulated other comprehensive income in the
Company’s consolidated balance sheet.

AT&T. In July 1998, AT&T merged with Teleport Communications Group Inc. (“Teleport”) with AT&T as the
surviving corporation. Upon closing of the transaction, the Company received approximately 36.3 million shares
of unregistered AT&T common stock (as adjusted for AT&T’s 3-for-2 stock split in April 1999) in exchange for
the approximately 25.6 million shares of Teleport Class B Common Stock held by the Company. As a result of the
exchange, the Company recognized a pre-tax gain of $1.092 billion during the year ended December 31, 1998,
representing the difference between the fair value of the AT&T stock received and the Company’s basis in Teleport.
Such gain is included in other income in the Company’s consolidated statement of operations. The Company has
registration rights, subject to customary restrictions, which allow the Company to effect a registration of the AT&T
shares received.

In March 1999, AT&T merged with TCI, with AT&T as the surviving corporation (the “AT&T/TCI Merger”).
Upon closing of the AT&T/TCI Merger, the Company received approximately 3.6 million shares (as adjusted for
AT&T’s 3-for-2 stock split in April 1999) of AT&T common stock in exchange for the approximately 3.1 million
shares of TCI Class A Common Stock held by the Company and the Company received approximately 3.6 million
shares of Class A Liberty Media Group Tracking Shares for the approximately 2.3 million shares of TCI Ventures
Group, Inc. (“TCI Ventures™) common stock and the approximately 2.4 million shares of Liberty Media Group
Class A Common Stock held by the Company. As a result of the exchange, the Company recognized a pre-tax gain
of $187.6 million during the year ended December 31, 1999, representing the difference between the fair value of
the stock received and the Company’s basis in TCI and TCI Ventures. Such gain is included in investment income
in the Company’s consolidated statement of operations.

As of December 31, 1999 and 1998, the Company has recorded its investment in AT&T at its estimated fair value
of $2.026 billion and $1.830 billion, respectively.

Internet Capital Group. In August 1999, Internet Capital Group {"ICG"), an investee of the Company previously
accounted for under the cost method, completed an initial public offering of its common stock. ICG is an Internet
holding company engaged in managing and operating a network of business-to-business e-commerce companies.
As of December 31, 1999, the Company holds approximately 23.7 million shares of ICG common stock and
warrants and options to purchase approximately 0.6 million shares of ICG common stock. As of December 31,
1999, the Company has recorded its investment in ICG at its estimated fair value of $4.127 billion.

Excite@Home. Excitt@Home provides Internet services to subscribers and businesses over the cable
communications infrastructure in a limited number of cities in the US. As of December 31, 1999 and 1998 (as
adjusted for Excite @Home's two-for-one stock split in May 1999), the Company holds approximatety 29.1 million
shares of Excite@Home Series A Common Stock (the “Excite @Home Series A Stock™) and warrants and options
to purchase an additional 0.6 million shares of Excite@Home Series A Stock. As of December 31, 1999 and 1998,
30% and 55% of the Excite@Home Series A shares held by the Company were contractually restricted shares (the
“Restricted Shares™) and 70% and 45% of the Excite@Home Series A shares held by the Company were
unrestricted shares (the “Unrestricted Shares™). The Company has recorded the Restricted Shares at their historical
cost of $0.6 million and $1.1 million, respectively, and the Unrestricted Shares and warrants, which are classified
as available for sale, at their estimated fair value of $918.0 million and $486.4 million, respectively, as of
December 31, 1999 and 1998.
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NTL Incorporated. In October 1998, the Company received approximately 4.8 million shares of NTL Incorporated
(“NTL"”) common stock, an alternative telecommunications company in the UK, in exchange for all of the shares
of Comcast UK Cable Partners Limited (*“Comcast UK Cable™), a consolidated subsidiary of the Company, held
by the Company. As a result of the exchange, the Company recognized a pre-tax gain of $148.3 million during the
year ended December 31, 1998, representing the difference between the fair value of the NTL common stock
received and the Company’s basis in Comcast UK Cable. Such gain is included in other income in the Company’s
consolidated statement of operations. As of December 31, 1998, the Company recorded its investment in NTL at
its estimated fair value of $272.1 million. During the year ended December 31, 1999, the Company sold all 5.8
million shares (as adjusted for NTL’s 5-for-4 stock split in October 1999) of its NTL common stock for total
proceeds of $498.3 million and recognized a pre-tax gain of $284.2 million. Such gain is included in investment
income in the Company’s consolidated statement of operations.

During the years ended December 31, 1999 and 1997, the Company recognized pre-tax gains of $323.0 million and
$33.3 million, respectively, on sales of certain of its other fair value method investments. These gains were recorded
as a reclassification from other comprehensive income to investment income.

Cost Method
It is not practicable to estimate the fair value of the Company's investments in privately held companies, accounted

for under the cost method, due to a lack of quoted market prices and excessive costs involved in determining such
fair value.
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Equity Method *

The Company records its proportionate interests in the net income (loss) of certain of its equity method investees
three months in arrears. The Company's recorded investments exceed its proportionate interests in the book value
of the investees' net assets by $78.0 million as of December 31, 1999 (primarily related to the investment in The
Golf Channel). Such excess is being amortized to equity in net income or loss, primarily over a period of 20 years,
which is consistent with the estimated lives of the underlying assets. The original cost of investments accounted
for under the equity method totaled $235.6 million and $215.3 million as of December 31, {999 and 1998,
respectively. Summarized financial information is not presented for Sprint PCS, Teleport or Birmingham Cable
Corporation Limited and Cable London, PLC (together, the “UK Investees™) as of December 31, 1999 and 1998
or for the year ended December 31, 1999, as such investments are no longer accounted for under the equity method.
Summarized financial information for the Company's equity method investees for the years ended December 31,
1998 and 1997 is as follows (dollars in millions).

Sprint UK Comcast
PCS Teleport Investees Spectacor Other Combined
Year Ended December 31, 1998:
Combined Results of Operations
Revenues,net ................ $1,136.5 $605.8 $197.8 $638.6 $2,578.7
Operating, selling, general and
administrative expenses . ... ... 2,587.6 558.7 1533 653.8 3,953.4
Depreciation and amortization . .. 749.5 163.4 69.7 69.1 1,051.7
Operatingloss ................ (2,200.6) (116.3) (25.2) (84.3) (2,426.4)
Netloss{a) .................. (2,572.8) (190.6) (78.8) (134.2) (2,976.4)
Company's Equity in Net Loss
Equity in current period net loss .. ($385.9) (327.2) ($28.9) (366.4) ($508.4)
Amortization expense .......... 3.5) (0.5) (3.5) (7.5)
Total equity in netloss ....... ($389.4) (327.2) {$29.4) ($69.9) ($515.9)
Year Ended December 31, 1997:
Combined Results of Operations
Revenues,net ................ $111.5 $431.3 $197.5 $140.8 $743.9 $1,625.0
Operating, selling, general and
administrative expenses . ... ... 959.4 398.5 168.4 117.9 820.9 2,465.1
Depreciation and amortization . .. 194.2 133.9 76.0 46.5 66.2 516.8
Operatingloss ................ (1,042.1) (101.1) (46.9) (23.6) (143.2) (1.356.9)
Netloss(a) .................. (1,187.3) (192.9) (92.2) (39.6) (189.3) (1,701.3)
Company's Equity in Net Loss
Equity in current period net loss ..  ($178.1) ($30.5) ($34.6) ($26.2) ($65.3) ($334.7)
Amortization expense .......... (1.5) 0.2) (0.6) (5.4) (1.4) (9.1)
Total equity in netloss ....... ($179.6) ($30.7) ($35.2) ($31.6) ($66.7) ($343.8)

(a) Net loss also represents loss from continuing operations before extraordinary items and cumulative effect of changes in
accounting principles.

Comcast-Spectacor. Effective January 1, 1998, the Company began consolidating the accounts of Comcast-

Spectacor, an affiliate previously accounted for under the equity method, due to certain call rights held by the
Company which became exercisable effective January 1998.
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Other. The Company's other equity investees include investments in cable communications and programming
content providers. The Company does not consider these other equity method investments to be individually
significant to its consolidated financial position, results of operations or liquidity.

The Company does not have any additional significant contractual commitments with respect to any of its
investments. However, to the extent the Company does not fund its investees' capital calls, it exposes itself to
dilution of its ownership interests.

Impairment Losses

During the years ended December 31, 1999, 1998 and 1997, the Company recorded pre-tax losses of $35.5 million,
$152.8 million and $2.5 million, respectively, on certain of its investments based on a decline in value that was
considered other than temporary. Such pre-tax losses are included in investment (income) expense in the
Company’s consolidated statement of operations.

Gain from Equity Offering of Affiliate

For the years ended December 31, 1998 and 1997, Teleport issued shares of its Class A Common Stock. As aresult
of these stock issuances, the Company recognized $157.8 million and $7.7 million increases in its proportionate
share of Teleport’s net assets, respectively, as gain from equity offering of affiliate. The Company recorded its
increase in proportionate share of Teleport’s net assets one quarter in arrears. In March 1997, the Company received
2.76 million shares of Teleport Class A Common Stock from Teleport in exchange for the Company’s shares of
an alternate access provider. In May 1997, the Company sold all of its shares of Teleport Class A Stock for $68.9
million and recognized a $68.9 million pre-tax gain, which is included in other income in the Company’s
consolidated statement of operations.
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5. LONG-TERM DEBT
December 31,
1999 1998
{Dollars in millions)
Notes payable to banks and insurance companies, due

ininstallments through 2005 ....... ... ... .. .o ... $2,324.0 $1,690.8
9.5/8% Seniornotes, due 2002 . ... ... ... i 200.0
8-1/8% Seniornotes, due 2004 ... ... .. ... ... 299.8 299.8
8-3/8% Sentornotes, due 2007 . ... ... ... 596.8 596.5
8-7/8% Senior notes, due 2007 . ....... ... .. e 2489
6.20% Senior notes, due 2008 ... ... 798.1 797.9
7-5/8% Senior notes, due 2008 . . ... . ... 196.8
8-7/8% Senior notes, due 2017 ... ... .. 545.7 545.6
8-1/2% Senior notes, due 2027 .. ... ... 2496 249.6
10-1/4% Senior subordinated debentures, due 2001 . .................... 100.4 125.0
9-3/8% Senior subordinated debentures,due 2005 ...................... 172.5 234.1
9-1/8% Senior subordinated debentures,due 2006 ...................... 1447 223.7
10-1/2% Senior subordinated debentures, due 2008 .. ................... 100.0
9-1/2% Senior subordinated debentures, due 2008 . .. ................... 198.5 200.0
10-5/8% Senior subordinated debentures, due 2012..................... 257.0 282.5
7% Disney Notes, due 2007 (seeNote 3) ... 132.8 132.8
24.1 million ZONES at principal amount, due 2029 .................... 1,806.8
Non-cash adjustment to carrying value ... ...............ooviiiian.. 666.0
Other debt, due ininstallments .. ... ittt it 186.3 199.4
9,224.7 5,577.7
Less CUITENt POTHON . ..ottt i ittt 517.5 113.5

$8,707.2 $5,464.2

Maturities of long-term debt outstanding as of December 31, 1999 for the four years after 2000 are as follows
(dollars in millions):

2001 ... e $371.9

2002 .. 761.6

2003 .. 823.0

2004 ... 548.0
ZONES

In November 1999, the Company issued approximately 8.0 million 2.0% Exchangeable Subordinated Debentures
due 2029 (the “ZONES II") for gross proceeds of $657.1 million. In October 1999, the Company issued
approximately 16.1 million 2.0% Exchangeable Subordinated Debentures due 2029 for gross proceeds of $1.15
billion (the “ZONES I, and together with the ZONES I, the “ZONES") resulting in combined proceeds of $1.807
billion. The ZONES II mature on November 15, 2029. The ZONES I mature on October 15, 2029. At maturity,
holders of the ZONES are entitled to receive in cash an amount equal to the higher of (a) the principal amount of
the ZONES, or (b) the market value of Sprint PCS Stock.

-48 -



COMCAST CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 1999, 1998 AND 1997 (Continued)

Prior to maturity, each ZONES is exchangeable at the hoiders option for an amount of cash equal to 95% of the
market value of Sprint PCS Stock. Prior to maturity, the Company may redeem all of the ZONES for cash at the
higher of the original principal amount of ZONES or the then current market value of the Sprint PCS Stock, plus,
in either case, a per ZONES premium of (a) 4.5% if redeemed prior to the first anniversary of the ZONES issuance
date, (b) 3.0% if redeemed prior to the second anniversary of the ZONES issuance date, (c) 1.5% if redeemed prior
to the third anniversary of the ZONES issuance date, or (d) zero if redeemed on or after the third anniversary of
the ZONES issuance date.

Interest on the ZONES is payable quarterly (subject to deferral at the Company’s option) equal to 2.0% per year
of the original principal amount, plus the amount of the quarterly cash dividend paid on a share of Sprint PCS
Stock. The principal amount of the ZONES will be adjusted if Sprint PCS changes the dividend paid on its stock
or if there are special distributions on or in respect of the Sprint PCS Stock.

The ZONES are unsecured, subordinated obligations ranking equally with all of the Company’s existing and future
subordinated debt and trade obligations.

The ZONES are being accounted for as an indexed debt instrument since the maturity value is dependent upon the
fair value of Sprint PCS Stock. Therefore, the carrying value of the ZONES was increased by $666.0 million during
1999 to reflect the fair value of the underlying Sprint PCS Stock with the change included in expense related to
indexed debt in the Company’s consolidated statement of operations. The Company’s investment in Sprint PCS
is accounted for as available for sale, with changes in fair value being reflected in accumulated other comprehensive
income (see Note 4).

Jones Intercable Assumed Debt

In April 1999, as part of the acquisition of a controlling interest in Jones Intercable, the Company assumed $1.499
billion of debt held by Jones Intercable. As of December 31, 1999, borrowings under credit facilities of certain of
Jones Intercable’s subsidiaries totaling $922.0 million and senior notes totaling $745.7 million, with interest rates
ranging between 7 5/8% to/10 1/2%, and maturities between 2002 and 2008 were outstanding.

PHONES

In March 1999, the Company issued 8.7 million 3.35% Exchangeable Extendable Subordinated Debentures due
2029 (the “PHONES") for gross proceeds of $718.3 million. At maturity, holders of the PHONES were entitled
to receive in cash an amount equal to the higher of (a) the principal amount of the PHONES, or (b) the market value
of AT&T common stock.

In July 1999, the Company redeemed all $718.3 miilion principal amount of the PHONES. The Company redeemed
the PHONES due to its transaction with AT&T in which it intends to use AT&T shares as consideration for the
purchase of cable systems from AT&T (see Note 3). In connection with the PHONES redemption, the Company
incurred debt extinguishment costs of $32.3 million and wrote-off unamortized debt issue costs of $15.0 million,
resulting in an extraordinary loss, net of tax, of $30.8 million during the year ended December 31, 1999.

Senior Notes

In November 1998, Comcast Cable Communications, Inc. (“Comcast Cable™), a wholly owned subsidiary of the
Company, sold $800.0 million of 6.20% nonrecourse public debt due 2008. Comcast Cable used substantiaily all
of the net proceeds from the offering to repay existing intercompany borrowings to the Company and for general
corporate purposes.

In May 1997, Comcast Cable sold a total of $1.7 billion of nonrecourse public debt with interest rates ranging from

8 1/8% to 8 7/8% and maturity dates from 2004 to 2027. Comcast Cable used the net proceeds from the offerings
to repay existing borrowings by its subsidiaries.
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The Senior Notes are unsecured and unsubordinated obligations of Comcast Cable and rank pari passu with all
other unsecured and unsubordinated indebtedness and other obligations of Comcast Cable. The Senior Notes are
effectively subordinated to all liabilities of Comcast Cable’s subsidiaries, including trade payables. The Senior
Notes are obligations only of Comcast Cable and are not guaranteed by and do not otherwise constitute obligations
of the Company.

The indenture for the Senior Notes, among other things, contains restrictions (with certain exceptions) on the ability
of Comcast Cable and its Restricted Subsidiaries (as defined) to: (i) make dividend payments or other restricted
payments; (ii) create liens or enter into sale and leaseback transactions; and (iii) enter into mergers, consolidations,
or sales of all or substantially all of their assets.

Redemption of Debt

During 1999, the Company repurchased certain senior subordinated debentures having a principal amountof $192.2
million. In connection with the repurchases of these senior subordinated debentures, the Company incurred debt
extinguishment costs of $19.8 million and wrote-off unamortized debt issue costs of $1.8 million, resulting in an
extraordinary loss, net of tax of $14.0 million during the year ended December 31, 1999.

In December 1999, the Company repaid $200.0 million in notes payable to insurance companies having an interest
rate of 8.6%. In connection with this repayment, the Company incurred debt extinguishment costs of $9.2 million
and wrote-off unamortized debt issue costs of $0.3 million, resulting in an extraordinary loss, net of tax of $6.2
million during the year ended December 31, 1999,

In March 1998, the Company completed the redemption of its $541.9 million principal amount 1 1/8% discount
convertible subordinated debentures due 2007 (the ““1 1/8% Debentures”). The Company issued 20.8 million shares
of its Class A Special Common Stock upon conversion of $540.2 million principal amount of 1 1/8% Debentures
while $1.7 million principal amount of 1 1/8% Debentures was redeemed for cash at a redemption price of 67.112%
of the principal amount, together with accrued interest thereon. Stockholders’ equity was increased by the full
amount of 1 1/8% Debentures converted plus accrued interest, less unamortized debt issue costs. Unamortized debt
issue costs related to the 1 1/8% Debentures redeemed for cash were not significant. The issuance of the Company’s
Class A Special Common Stock upon conversion of the 1 1/8% Debentures had no impact on the Company’s
consolidated statement of cash flows due its noncash nature.

Extraordinary Items

Extraordinary items for the years ended December 31, 1999, 1998 and 1997 of $51.0 million, $4.2 million and
$30.2 million, respectively, consist of unamortized debt issue costs and debt extinguishment costs, net of related
tax benefits, expensed principally in connection with the redemption and refinancing of certain indebtedness.

Interest Rates
Bank debt interest rates vary based upon one or more of the following rates at the option of the Company:

Prime rate to prime plus 0.75%;
Federal Funds rate plus 0.5% to 1.5%; and
LIBOR plus 0.375% to 1.875%.

As of December 31, 1999 and 1998, the Company's effective weighted average interest rate on its variable rate bank
debt outstanding was 6.67% and 5.80%, respectively.

Interest Rate Risk Management

The Company is exposed to market risk including changes in interest rates. To manage the volatility relating to these
exposures, the Company enters into various derivative transactions pursuant to the Company's policies in areas such
as counterparty exposure and hedging practices. Positions are monitored using techniques including market value
and sensitivity analyses.
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The use of interest rate risk management instruments, such as Swaps, Caps and Collars, is required under the terms
of certain of the Company's outstanding debt agreements. The Company's policy is to manage interest costs using
a mix of fixed and variable rate debt. Using Swaps, the Company agrees to exchange, at specified intervals, the
difference between fixed and variable interest amounts calculated by reference to an agreed-upon notional principal
amount. Caps are used to lock in a maximum interest rate should variable rates rise, but enable the Company to
otherwise pay lower market rates. Collars limit the Company's exposure to and benefits from interest rate
fluctuations on variable rate debt to within a certain range of rates.

The following table summarizes the terms of the Company's existing Swaps, Caps and Collars as of December 31,
1999 and 1998 (dollars in millions):

Notional Average Estimated
Amount Maturities Interest Rate Fair Value
As of December 31, 1999
Variable to Fixed Swaps ... ... $1,111.8 2000-2003 5.6% $16.9
Fixed to Variable Swaps ...... 300.0 2004 7.7% 3.9)
Caps .........ccovviiiinn 140.0 2000 6.8%
Collar .................... 50.0 2000 6.3%/4.0% 0.1
As of December 31, 1998
Variable to Fixed Swaps ...... $1,061.8 1999-2008 5.7% ($13.3)
Caps .....cooiviiiiiiinn, 240.0 1999 7.0%
Collar ...............cc... 50.0 2000 6.3%/4.0%

The notional amounts of interest rate instruments, as presented in the above table, are used to measure interest to
be paid or received and do not represent the amount of exposure to credit loss. The estimated fair value
approximates the proceeds (costs) to settle the outstanding contracts. While Swaps, Caps and Collars represent an
integral part of the Company's interest rate risk management program, their incremental effect on interest expense
for the years ended December 31, 1999, 1998 and 1997 was not significant.

Estimated Fair Value

The Company's long-term debt had estimated fair values of $9.231 billion and $5.995 billion as of December 31,
1999 and 1998, respectively. The estimated fair value of the Company's publicly traded debt is based on quoted
market prices for that debt. Interest rates that are currently available to the Company for issuance of debt with
similar terms and remaining maturities are used to estimate fair value for debt issues for which quoted market prices
are not available.

Debt Covenants

Certain of the Company's subsidiaries' loan agreements contain restrictive covenants which limit the subsidiaries'
ability to enter into arrangements for the acquisition of property and equipment, investments, mergers and the
incurrence of additional debt. Certain of these agreements require that certain ratios and cash flow levels be
maintained and contain certain restrictions on dividend payments and advances of funds to the Company. The
Company and its subsidiaries were in compliance with such restrictive covenants for all periods presented. In
addition, the stock of certain subsidiary companies is pledged as collateral for the notes payable to banks and
insurance companies.

As of December 31, 1999, $277.1 million of the Company's cash, cash equivalents and short-term investments is

restricted to use by subsidiaries of the Company under contractual or other arrangements. Restricted net assets of
the Company's subsidiaries were approximately $3.2 billion as of December 31, 1999.
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Lines and Letters of Credit

As of December 31, 1999, certain subsidiaries of the Company had unused lines of credit of $1.063 billion, $463.0
million of which is restricted by the covenants of the related debt agreements and to subsidiary general purposes
and dividend declaration.

As of December 31, 1999, the Company and certain of its subsidiaries had unused irrevocable standby letters of
credit totaling $65.9 million to cover potential fundings associated with several projects.

6. STOCKHOLDERS' EQUITY

Preferred Stock

The Company is authorized to issue, in one or more series, up to a maximum of 20.0 million shares of preferred
stock. The shares can be issued with such designations, preferences, qualifications, privileges, limitations,
restrictions, options, conversion rights and other special or related rights as the Company's board of directors shall
from time to time fix by resolution.

In June 1997, in connection with Microsoft’s investment in the Company (see Note 3), the Company issued the
Series B Preferred Stock. The Series B Preferred Stock has a 5.25% pay-in-kind annual dividend. Dividends will
be paid quarterly through the issuance of additional shares of Series B Preferred Stock (the “Additional Shares™)
and will be cumulative from the issuance date (except that dividends on the Additional Shares will accrue from the
date such Additional Shares are issued). The Series B Preferred Stock, including the Additional Shares, is
convertible, at the option of Microsoft, into 42.4 million shares of the Company’s Class A Special Common Stock,
subject to adjustment in certain limited circumstances, which equals an initial conversion price of $11.77 per share,
increasing as a result of the Additional Shares to $16.96 per share on June 30, 2004. The Series B Preferred Stock
is mandatorily redeemable on June 30, 2017, or, at the option of the Company beginning on June 30, 2004 or at the
option of Microsoft on June 30, 2004 or on June 30, 2012. Upon redemption, the Company, at its option, may
redeem the Series B Preferred Stock with cash, Class A Special Common Stock or a combination thereof. As the
Company currently intends.to redeem the Series B Preferred Stock with Class A Special Common Stock upon
redemption, the Series B Preferred Stock has been classified as a component of stockholders’ equity as of
December 31, 1999. The Series B Preferred Stock is generally non-voting.

Series A Preferred Stock Conversion
In July 1999, the Company exercised its right to convert all 6,370 shares of its Series A Preferred Stock into
approximately 2.7 million shares of its Class A Special Common Stock.

Common Stock

The Company’s Class A Special Common Stock is generally nonvoting and each share of the Company’s Class A
Common Stock is’entitled to one vote. Each share of the Company’s Class B Common Stock is entitled to fifteen
votes and is convertible, share for share, into Class A or Class A Special Common Stock, subject to certain
restrictions.

Repurchase Program

Based on the trade date for stock repurchases, during the years ended December 31, 1999, 1998 and 1997, the
Company repurchased 0.8 million shares, 0.6 million shares and 4.6 million shares, respectively, of its common
stock for aggregate consideration of $30.7 million, $12.9 million and $36.2 million, respectively, pursuant to its
Board-authorized repurchase programs.

As part of the repurchase programs, the Company sold Comcast Put Options on 5.5 million and 4.0 million shares,
during the years ended December 31, 1998 and 1997.

The Comcast Put Options give the holder the right to require the Company to repurchase such shares at specified
prices on specific dates. All Comcast Put Options sold during 1998 and 1997 expired unexercised. The amount the
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Company would have been obligated to pay to repurchase such shares upon exercise of the Comcast Put Options,
totaling $111.2 million was reclassified from additional capital to common equity put options in the Company's
December 31, 1998 consolidated balance sheet. Upon expiration in 1999, the Company reclassified such amount
from common equity put options to additional capital in the Company’s consolidated balance sheet. The difference
between the proceeds from the sale of these put options and their estimated fair value was not significant as of
December 31, 1998.

Share Exchange

During the year ended December 31, 1999, the Company issued approximately 4.6 million shares of its Class A
Special Common Stock valued at $172.1 million in exchange for approximately 4.9 million shares of its Class A
Common Stock. The Class A Common Stock was subsequently retired.

Stock-Based Compensation Plans

As of December 31, 1999, the Company and its subsidiaries have several stock-based compensation plans for
certain employees, officers, directors and other persons designated by the applicable compensation committees of
the boards of directors of the Company and its subsidiaries. These plans are described below.

Comcast Option Plan. The Company maintains qualified and nonqualified stock option plans for certain employees,
directors and other persons under which fixed stock options are granted and the option price is generally not less
than the fair value of a share of the underlying stock at the date of grant (collectively, the “Comcast Option Plan™).
Under the Comcast Option Plan, 54.2 million shares of Class A Special Common Stock were reserved as of
December 31, 1999. Option terms are generally from five to 10% years, with options generaily becoming
exercisable between two and 9% years from the date of grant.

A summary of the activity of the Comcast Option Plan as of and for the years ended December 31, 1999, 1998 and
1997 is presented below (options in thousands):

1999 1998 1997
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise

Options Price Options Price Options _ Price

Class A Special Common Stock
Outstanding at beginning of year 43,002 $11.09 32,220 $7.75 29,702 $7.27

Granted 7.403 34.16 16,350 16.53 5,198 9.74
Exercised (7,527 6.76 (3,970) 6.60 (1,590) 4.98
Canceled (2,462) 12.90 (1,598) 10.48 (1,090) 8.20
Outstanding at end of year 40,416 16.01 43,002 11.09 32,220 1.75
Exercisable at end of year 10,947 8.19 15,390 $7.30 15,386 $6.96

Class B Common Stock

Outstanding at beginning of year 658 $2.85 658 $2.85
Exercised (658) 2.85

Outstanding at end of year 658 $2.85
Exercisable at end of year 658 $2.85
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The following table summarizes information about the Class A Special Common Stock options outstanding under
the Comcast Option Plan as of December 31, 1999 (options in thousands):

Options Outstanding Options Exercisable
Weighted-
Average Weighted- Weighted-

Range of Number Remaining Average Number Average
Exercise Outstanding  Contractual Exercise Exercisable Exercise
Prices at 12/31/99 Life Price at 12/31/99 Price
$3.17 to $6.04 4,763 1.9 years $5.43 3,962 $5.44
$6.71 to $11.00 12,758 4.5 years 9.09 6,626 9.39
$11.04t0 $18.63 15,335 8.3 years 16.27 294 12.74
$20.80 to $50.13 7,560 9.3 years 33.83 65 33.99

40,416 10,947

The weighted-average fair value at date of grant of 2 Class A Special Common Stock option granted under the
Comcast Option Plan during 1999, 1998 and 1997 was $20.41, $8.54 and $5.09, respectively. 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: dividend yield of -0-%, .44% and .52% for 1999, 1998 and 1997, respectively;
expected volatility of 36.1%, 31.3% and 30.1% for 1999, 1998 and 1997, respectively; risk-free interest rate of
5.8%, 5.6% and 6.5% for 1999, 1998 and 1997, respectively; expected option lives of 9.9 years for all years; and
a forfeiture rate of 3.0% for all years.

QVC Tandem Plan. QVC established a qualified and nonqualified combination stock option/Stock Appreciation
Rights (“SAR") plan (collectively, the “QVC Tandem Plan”) during 1995 for employees, officers, directors and
other persons designated by the Compensation Committee of QVC's Board of Directors. Under the QVC Tandem
Plan, the option price is generally not less than the fair value, as determined by an independent appraisal, of a share
of the underlying common stock of QVC (“QVC Common Stock”) at the date of grant. As of the latest valuation
date, the fair value of a share of QVC Common Stock was $1,081.00. If the SAR feature of the QVC Tandem Plan
is elected by the eligible participant, the participant receives 75% of the excess of the fair value of a share of QVC
Common Stock over the exercise price of the option to which it is attached at the exercise date. Option hoiders have
stated an intention not to exercise the SAR feature of the QVC Tandem Plan. Because the exercise of the option
component is more likely than the exercise of the SAR feature, compensation expense is measured based on the
stock option component. Under the QVC Tandem Plan, option/SAR terms are ten years from the date of grant, with
options/SARs generally becoming exercisable over four years from the date of grant. As of December 31, 1999,
200,000 shares of QVC Common Stock were reserved under the plan. Compensation expense of $450,000, $1.0
million and $3.4 million was recorded under the QVC Tandem Plan during the years ended December 31, 1999,
1998 and 1997, respectively.
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A summary of the activity of the QVC Tandem Plan as of and for the years ended December 31, 1999, 1998 and
1997 is presented below (options/SARs in thousands):

1999 1998 1997
Weighted- Weighted- Weighted-
Average Average Average
Options/  Exercise Options/ Exercise Options/ Exercise
SARs Price SARs Price SARs Price

Outstanding at
beginning of year ........ 206 $500.82 180 $363.99 164 $192.16
Granted .................. 42 832.73 72 664.76 74 601.28
Exercised ................ 42) 651.84 41 186.01 (55) 177.05
Canceled ................. (6) 637.05 (5) 511.01 (3) 262.20
Outstanding at end of year ... 200 618.02 206 500.82 180 363.99
Exercisable at end of year ... 80 $505.86 37 $397.46 20 $205.42

The following table summarizes information about the options/S ARs outstanding under the QVC Tandem Plan as
of December 31, 1999 (options/SARs in thousands):

Options/SARs Outstanding Options/SARs Exercisable
Weighted-
Number Average Number

Exercise Outstanding Remaining Exercisable

Prices at 12/31/99 Contractual Life at 12/31/99
$177.05 29 5.5 years 23
52231 3 6.5 years 2
585.19 3 7.0 years 2
634.25 61 7.8 years 31
651.84 45 8.7 years 18
688.14 10 8.2 years 2
741.79 20 9.1 years 2

865.47 28 9.6 years

1,081.00 1 9.9 years _
200 80

—

The weighted-average fair value at date of grant of a QVC Common Stock option/SAR granted during 1999, 1998
and 1997 was $407.58, $296.67 and $331.93, respectively. 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: no
dividend yield for all years; expected volatility of 20% for all years; risk-free interest rate of 6.1%, 4.9% and 6.2%
for 1999, 1998 and 1997, respectively; expected option lives of 10 years for all years; and a forfeiture rate of 3.0%
for all years.

E! Tandem Plan. Effective December 22, 1999, E! established a qualified and nonqualified combination stock
option/Stock Appreciation Rights (“SAR™) Plan (collectively, the “E! Tandem Plan”) for employees, officers and
directors of E!. Under the E! Tandem Plan, the option price is generally not less than the fair market value, as
determined by an independent appraisal, of a share of the underlying common stock of E! (“E! Common Stock™)
at the date of grant. As of the latest valuation date, the fair value of a share of E! Common Stock was $841.36. If
the SAR feature of the E! Tandem Plan is elected by the eligible participant, the participant receives 75% of the
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excess of the fair value of a share of E! Common Stock over the exercise price of the option to which it is attached
at the exercise date. Because the Company believes the exercise of the option component is more likely than the
exercise of the SAR feature, compensation expense is measured based on the stock option component. Under the
E! Tandem Plan, option/SAR terms are ten years from date of grant, with options/SARs generally becoming
exercisable over five years from the date of grant. As of December 31, 1999, 59,350 shares of E! Common Stock
were reserved under the E! Tandem Plan. Compensation expense of $219,000 was recorded under the E! Tandem
Plan during the year ended December 31, 1999.

During 1999, approximately 27,000 options/SARs with an exercise price of $841.36 were granted under the E!
Tandem Plan. At December 31, 1999, all options/SARs granted remained outstanding, of which approximately
4,100 were exercisable. The weighted-average remaining contractual life of options/SARs outstanding and
options/SARs exercisable as of December 31, 1999 was 10 years.

The weighted-average fair value at date of grant of E! Common Stock options/SAR granted during 1999 was
$432.96. The fair value of each 1999 option grant is estimated on the date of grant using the Black-Scholes option
pricing model with the following weighted-average assumptions: no dividend yield; expected volatility of 20%; rnisk
free interest rate of 6.8%; expected option life of 10 years; and a forfeiture rate of 3%.

Had compensation expense for the Company's aforementioned stock-based compensation plans been determined
based on the fair value at the grant dates for awards under those plans under the provisions of SFAS No. 123, the
Company's net income (loss) and net income (loss) per share would have changed to the pro forma amounts
indicated below (dollars in millions, except per share data):

1999 1998 1997

Net income (loss) -~ Asreported ................... $1,065.7 $972.1 ($238.7)
Net income (loss)—Proforma ..................... 1,005.5 936.4 (252.0)
Net income (loss) for common stockholders -

Asreported ........ ... $1,036.0 $943.0 ($253.5)
Net income (loss) for common stockholders -

Proforma ...........coiiiiiininnniinnnnns 975.8 907.3 (266.7)
Basic earnings (loss) for common stockholders

per common share — Asreported ............... $1.38 $1.29 (3.38)
Basic earnings (loss) for common stockholders

per common share -Proforma ................. 1.30 1.24 (.40)
Diluted earnings (loss) for common stockholders

per common share — As reported ............... 1.30 $1.21 (3.38)
Diluted earnings (loss) for common stockholders

per common share - Proforma ................. 1.23 1.17 (.40)

The pro forma effect on net income (loss) and net income (loss) per share for the years ended December 31, 1999,
1998 and 1997 by applying SFAS No. 123 may not be indicative of the pro forma effect on net income or loss in
future years since SFAS No. 123 does not take into consideration pro forma compensation expense related to
awards made prior to January 1, 1995 and since additional awards in future years are anticipated.

Other Stock-Based Compensation Plans

The Company maintains a restricted stock program under which management employees may be granted restricted
shares of the Company's Class A Special Common Stock. The shares awarded vest annually, generally over a period
not to exceed five years from the date of the award, and do not have voting or dividend rights until vesting occurs.
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At December 31, 1999, there were 1.6 million unvested shares granted under the program, of which 304,000 vested
in January 2000. During the years ended December 31, 1999, 1998 and 1997, 170,000, 656,000 and 416,000 shares
were granted under the program, respectively, with a weighted-average grant date market value of $43.22, $17.33
and $8.68 per share, respectively. Compensation expense recognized during the years ended December 31, 1999,
1998 and 1997 under this program was $4.7 million, $5.3 million and $7.1 million, respectively. There was no
significant difference between the amount of compensation expense recognized by the Company during the years
ended December 31, 1999, 1998 and 1997 and the amount that would have been recognized had compensation
expense been determined under the provisions of SFAS No. 123.

The Company and QVC have SAR plans for certain employees, officers, directors and other persons (the “QVC
SAR Plans”). Under the QVC SAR Plans, eligible participants are entitled to receive a cash payment from the
Company or QVC equal to 100% of the excess, if any, of the fair value of a share of QVC Common Stock at the
exercise date over the fair value of such a share at the grant date. The SARs have a term of ten years from the date
of grant and become exercisable over four to five years from the date of grant. During the years ended December
31, 1999, 1998 and 1997, 2,000, 5,000 and 4,000 SARs were awarded, respectively, and 18,000 SARs were
outstanding at December 31, 1999, of which 10,000 were exercisable. Compensation expense related to the QVC
SAR Plans of $6.4 million, $3.2 million and $3.4 million was recorded during the years ended December 31, 1999,
1998 and 1997, respectively. There was no significant difference between the amount of compensation expense
recognized and the amount that would have been recognized had compensation expense been determined under the
provisions of SFAS No. 123.

E! Entertainment had a SAR plan for certain of its employees and officers (the “E! SAR Plan”). By written
agreement between the participants and E! Entertainment, the E! SAR Plan was terminated effective December 31,
1998 in exchange for a lump-sum payment of a negotiated amount which was paid in February 1999. Terms of the
agreement also included the complete and full release of E! Entertainment from any further liability associated with
the E! SAR Plan. Compensation expense related to the E! SAR Plan was $11.6 million and $7.0 million during the
years ended December 31, 1998 and 1997, respectively. There was no significant difference between the amount
of compensation expense recognized and the amount that would have been recognized had compensation expense
been determined under the provisions of SFAS No. 123.
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7. INCOME TAXES

The Company joins with its 80% or more owned subsidiaries (the “Consolidated Group™) in filing consolidated
federal income tax returns. QVC, E! Entertainment, Jones Intercable and Comcast Communications Properties, Inc.,
an indirect majority owned subsidiary of the Company, each file separate consolidated federal income tax returns.
Income tax expense consists of the following components:

Year Ended December 31,
1999 1998 1997
(Dollars in millions)

Current expense
Federal . ... .ot e $606.7 $135.5 $94.4
L) 7.1 - 188.4 27.5 24.7
Foreign ... i e 2.0

797.1 163.0 119.1
Deferred expense (benefit)
Federal ... e (65.2) 424.6 47.5)
SHAE + vt e e e (8.2) 6.4 (1.2)

(73.4) 431.0 (48.7)
INCOME taX EXPENSE - . . .o v vt emniee e et $723.7 $594.0 $70.4

The effective income tax expense of the Company differs from the statutory amount because of the effect of the
following items:

Year Ended December 31,
1999 1998 1997
(Dollars in millions)
Federal tax at statutoryrate ...............coeevevvnvnnn. $525.0 $545.1 (366.1)
Non-deductible depreciation and amortization ............. 49.8 41.0 42.6
State income taxes, net of federal benefit ................. 117.1 22.0 15.3
Foreign (income) losses and equity in net losses of affiliates . . 2.0) (11.2) 531
Other .. e 33.8 (2.9) 25.5
INCOME tAX EXPENSE . .. v e vvvnuuvvnnstnvinnnneneerannns $723.7 $594.0 $70.4
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Significant components of the Company's net deferred tax liability are as follows:

December 31,
1999 1998
(Dollars in millions)

Deferred tax assets:

Net operating loss carryforwards .................. $240.0 $324.7
Reserves for bad debts, obsolete inventory

andsales returns . ... .. 106.9 944
Differences between book and tax basis of

indexed debt securities . ...... ... .. ... .. ... .. 223.1
Other . ... 153.5 89.6
Less: Valuation allowance ....................... (178.2) (282.5)

545.3 226.2

Deferred tax liabilities:
Temporary differences, principally book and tax basis

of property and equipment and deferred charges . ... 1,854.5 1,558.1
Differences between book and tax basis

ININVESIMENS . .ottt ie et et iieeenenennnn 3,959.9 1,201.4

5,814.4 2,759.5

Net deferred tax liability ................. ... .o $5,269.1 $2,533.3

The Company recorded approximately $400.0 million of deferred income tax liabilities in 1999 in connection with
the acquisitions of Jones Intercable and Greater Philadelphia. The Company recorded approximately $2.730 billion
and $489.4 million of defefred income taxes in 1999 and 1998, respectively, in connection with unrealized gains
on marketable securities which are included in other comprehensive income.

The Company has recorded net deferred tax liabilities of $2.119 billion and $1.033 billion, as of December 31, 1999
and 1998, respectively, which have been included in current liabilities, related primarily to current investments.
Subsidiaries which are not consolidated with the Company for income tax reporting purposes have aggregate net
operating loss carryforwards of approximately $500.0 million which expire primarily in periods through 2019. A
valuation allowance has been recorded for certain of these losses due to uncertainty as to their realization.

8. STATEMENT OF CASH FLOWS - SUPPLEMENTAL INFORMATION

The Company made cash payments for interest of $529.2 million, $418.9 million and $467.2 million during the
years ended December 31, 1999, 1998 and 1997, respectively.

The Company made cash payments for income taxes of $190.5 million, $129.2 million and $113.7 million during
the years ended December 31, 1999, 1998 and 1997, respectively.

9. COMMITMENTS AND CONTINGENCIES

Commitments

The Company and the owners of the 34% interest in Comcast-Spectacor that the Company does not own (the
“Minority Group™) each have the right to initiate an “exit” process under which the fair market value of Comcast-
Spectacor would be determined by appraisal. Following such determination, the Company would have the option
to acquire the interests in Comcast-Spectacor owned by the Minority Group based on the appraised fair market
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value. In the event the Company did not exercise this option, the Company and the Minority Group would then be
required to use their best efforts to sell Comcast-Spectacor. )

Disney, in certain circumstances, is entitled to cause Entertainment Holdings to purchase Disney's entire interest
in Entertainment Holdings at its then fair market value (as determined by an appraisal process). If Entertainment
Holdings elects not to purchase Disney's interests, Disney has the right, at its option, to purchase either the
Company's entire interest in Entertainment Holdings or all of the shares of stock of E! Entertainment held by
Entertainment Holdings in each case at fair market value. In the event that Disney exercises its rights, as described
above, a portion or all of the Disney Notes (see Notes 3 and 5) may be replaced with a three year note due to
Disney.

Liberty Media Group (“Liberty”), a majority owned subsidiary of AT&T, may, at certain times following
February 9, 2000, trigger the exercise of certain exit rights with respect to its investment in QVC. If the exit rights
are triggered, the Company has first right to purchase Liberty's stock in QVC at Liberty's pro rata portion of the fair
market value (on a going concern or liquidation basis, whichever is higher, as determined by an appraisal process)
of QVC. The Company may pay Liberty for such stock, subject to certain rights of Liberty to consummate the
purchase in the most tax-efficient method available, in cash, the Company's promissory note maturing not more than
three years after issuance, the Company's equity securities or any combination thereof. If the Company elects not
to purchase the stock of QVC held by Liberty, then Liberty will have a similar right to purchase the stock of QVC
held by the Company. If Liberty elects not to purchase the stock of QVC held by the Company, then Liberty and
the Company will use their best efforts to sell QVC.

Minimum annual rental commitments for office space, equipment and transponder service agreements under
noncancellable operating leases as of December 31, 1999 are as follows:

(Dollars
in millions)
2000 ... $61.1
2001 .. e 537
2002 . 46.7
2003 e e 447
2004 ... e 40.6
Thereafter ............ccviviieinn.. 165.5

Rental expense of $71.1 million, $64.8 million and $65.8 million for 1999, 1998 and 1997, respectively, has been
charged to operations.

Contingencies

The Company is subject to legal proceedings and claims which arise in the ordinary course of its business. In the
opinion of management, the amount of ultimate liability with respect to these actions will not materially affect the
financial position, results of operations or liquidity of the Company.
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10. FINANCIAL DATA BY BUSINESS SEGMENT
The following represents the Company's significant business segments, “Cable” and “Commerce.” The components

of net income (loss) below operating income (loss) are not separately evaluated by the Company’s management on
a segment basis (see the Company’s consolidated statement of operations) (dollars in millions).

Corporate
Cable Commerce and Other(1) Total

1999

REVEIUES . ..ottt e e et et e e $2,929.3 $2.8474 $432.5 $6,209.2
Operating income (loss) before depreciation and amortization (2) . 1,353.0 538.8 (11.8) 1,880.0
Depreciation and amortization . .............. ... ..o, 1,026.6 117.2 72.2 1,216.0
Operating income (J0SS) .. ... .ot 326.4 421.6 (84.0) 664.0
Interest eXpense . ........ouiiviniinni i 353.0 39.6 145.7 538.3
LT 10,855.3 2,243.6 15,586.7 28,685.6
Long-termdebt ........ ... it i 47353 476.7 3,495.2 8,707.2
Capital expenditures ................... e 739.6 80.1 74.1 893.8
1998

REVEIUES . ..ottt et e e e $22774 $2,402.7 $465.2 $5,145.3
Operating income (loss) before depreciation and amortization (2) . 1,096.6 434.2 G4.1) 1,496.7
Depreciation and amortization . ................ ..., 674.2 126.1 1393 939.6
Operating income (0SS) . . ... ovivetiin i 4224 308.1 (173.4) 557.1
INterest EXPense . ... .....cuiin i ieeeinn et aeannn. 223.6 51.1 192.0 466.7
ASSEES . ittt e e 6,449.4 2,101.8 6,159.3 14,710.5
Long-termdebt .. ..... ... .o, 3,462.1 626.8 1,375.3 5,464.2
Capital expenditures ...l 711.1 67.2 120.6 898.9
1997

REVENUES ... ittt e e e e e e $2,073.0 $2,082.5 $312.2 $4,467.7
Operating income (loss) before depreciation and amortization (2) . 987.7 3377 (32.3) 1,293.1
Depreciation and amortization . ..............0v i ... 626.1 115.0 85.4 826.5
Operating income (10SS) . ... ..vvitniin it ieennnnnn. 361.6 222.7 (117.7) 466.6
Interestexpense ......... ... it e 2279 56.3 174.7 458.9
ASSEES .ot e e e e, 6,057.8 2,175.8 3,000.7 11,2343
Long-termdebt ......... ... ... ... .. . i, 2,554.9 768.8 2,010.4 5,334.1
Capital expenditures ............... ..o, 497.8 97.3 2004 795.5

(1) Other includes segments not meeting certain quantitative guidelines for reporting. Other includes certain operating businesses and
programming investments, including Comcast-Spectacor (effective January 1, 1998), E! Entertainment (effective March 31, 1997),
the Company’s consolidated UK cable and telecommunications operations (prior to October 29, 1998), the Company’s DBS
operations (prior t0 April 1, 1998) and elimination entries related to the segments presented. Corporate and other assets consist
primarily of the Company's investments (see Note 4).

(2) Operating income before depreciation and amortization is commonly referred to in the Company's businesses as “operating cash
flow.” Operating cash flow is a measure of a company'’s ability to generate cash to service its obligations, including debt service
obligations, and to finance capital and other expenditures. In part due to the capital intensive nature of the Company's businesses and
the resulting significant level of non-cash depreciation and amortization expense, operating cash flow is frequently used as one of
the bases for comparing businesses in the Company’s industries, although the Company’s measure of operating cash flow may not
be comparable to similarly titled measures of other companies. Operating cash flow is the primary basis used by the Company’s
management to measure the operating performance of its businesses. Operating cash flow does not purport to represent net income
or net cash provided by operating activities, as those terms are defined under generally accepted accounting principles, and should
not be considered as an alternative to such measurements as an indicator of the Company's performance.
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11. QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

1999 (1)

Revenues . ........... ... ..
Operating income before depreciation and amortization (2) .
Operatingincome ...................ovivunnn,

Income (loss) from continuing operations

before extraordinaryitems .....................

Basic earnings (loss) for common
stockholders per common share
Income (loss) from continuing operations

before extraordinaryitems .....................
Netincome (I08S) . . ...t e,

Diluted earnings (loss) for common
stockholders per common share
Income (loss) from continuing operations

before extraordinaryitems .....................
Netincome (oSS) . ......viriin e,
Cash dividends per common share (5) ..............

1998 (3)

Revenues . ..........c..iiiit i,
Operating income before depreciation and amortization (2) .
Operating inCome .. .........cviiriiiienennnn..

Income (loss) from continuing operations

before extraordinaryitems .....................

Basic earnings (loss) for common
stockholders per common share
Income (loss) from continuing operations

before extraordinaryitems .....................
Netincome (I08S) . ... .....oiviieiiinnrannnn..

Diluted earnings (loss) for common
stockholders per common share
Income (loss) from continuing operations

before extraordinaryitems .....................
Netincome (I088) . .. ..ot v v ie i
Cash dividends per common share (5) ..............

(1) Results of operations for 1999 were affected by the acquisition of a controlling interest in Jones Intercable and the
receipt of the MediaOne termination fee in the second quarter, and the ZONES fair value adjustment in the fourth

quarter (see Notes 3 and 5).
(2) See Note 10, note 2.

(3) Results of operations include the results of Comcast UK Cable through October 29, 1998. Results of operations were
affected by the gain on the AT&T/Teleport merger in the third quarter and the gains on the sale of Comcast UK Cable
and the Sprint PCS restructuring in the fourth quarter (see Note 4).

(4) The Company's consolidated results of operations for the fourth quarter of 1999 and 1998 are also affected by the
seasonality of the Company's commerce operations.

(5) The Company’s board of directors eliminated the quarterly cash dividend of $.0117 per share on all classes of its

common stock in March 1999 (see Note 1).

First Second Third Fourth Total
Quarter  Quarter Quarter Quarter (4) Year
(Dollars in millions, except per share data)

$1,3740 $1,478.6 $1,525.0 $1,831.6 $6,209.2
425.1 4573 463.9 533.7 1,880.0
186.6 149.8 151.0 176.6 664.0
101.8 826.3 20.4 (167.6) 780.9
13 1.10 02 (.23) 1.00
.10 1.10 44 (29) 1.38
12 1.01 .03 (.23) .95
.10 1.01 41 (.24) 1.30
$1,254.5 $1,2059 $1,2380 $1,4469 $5,145.3
348.8 3534 373.2 421.3 1,496.7
109.4 124.1 132.9 190.7 557.1
(68.9) (79.9) 723.7 432.8 1,007.7
(1D (.12) .98 58 1.34
(.12) (.12) .97 .57 1.29
(@RS (12) .90 .53 1.25
(12) (.12) .89 52 1.21
0117 0117 0117 .0117 0467
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ITEM 9 CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
PART III

The information called for by Item 10, Directors and Executive Officers of the Registrant (except for the
information regarding executive officers called for by Item 401 of Regulation S-K which is included in Part I hereof
as Item 4A in accordance with General Instruction G(3)), Item 11, Executive Compensation, Item 12, Security
Ownership of Certain Beneficial Owners and Management, and Item 13, Certain Relationships and Related
Transactions, is hereby incorporated by reference to our definitive Proxy Statement for our Annual Meeting of
Shareholders presently scheduled to be held in June 2000, which shall be filed with the Securities and Exchange
Commission within 120 days of the end of our latest fiscal year.
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PART IV

ITEM 14  EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(a) The following consolidated financial statements of ours are included in Part II, Item 8:

Independent Auditors’ Report ............ ... i e 30
Consolidated Balance Sheet—December 31,1999 and 1998 . ............... 31
Consolidated Statement of Operations—Years

Ended December 31, 1999, 1998 and 1997 ........ . ... ... . . ... 32
Consolidated Statement of Cash Flows—Years

Ended December 31, 1999, 1998 and 1997 ...... ... ... ... . ..., 33
Consolidated Statement of Stockholders’ Equity—

Years Ended December 31, 1999, 1998 and 1997 ............. ... ... . .... 34
Notes to Consolidated Financial Statements ........... ... .. ... . ..., 35

(b) (i) The following financial statement schedules required to be filed by Items 8 and 14(d) of Form 10-K are
included in Part I'V:

Schedule I - Condensed Financial Information of Registrant Unconsolidated (Parent Only)
Schedule II - Valuation and Qualifying Accounts

All other schedules are omitted because they are not applicable, not required or the required information
is included in the consolidated financial statements or notes thereto.

(c) Reports on Form 8-K:

(i) We filed a Current Report on Form 8-K under Item 5 on October 14, 1999 relating to our announcement
that we had entered into an underwriting pursuant to which Salomon Smith Barney, Inc. agreed to
purchase 13,982,103 of the Company’s 2.0% Exchangeable Subordinated Debentures due 2029.

(i) We filed a Current Report on Form 8-K under Item 5 on November 3, 1999 relating to our announcement
that we had entered into an underwriting pursuant to which Salomon Smith Barney, Inc. and Mernll
Lynch, Pierce, Fenner & Smith Incorporated agreed to purchase 7,000,000 of the Company’s 2.0%
Exchangeable Subordinated Debentures due 2029.

(iii) We filed a Current Report on Form 8-K under Item 5 on November 17, 1999 relating to our announcement
that we had entered into an agreement to exchange certain cable systems with Time Wamner Cable, a
division of Time Warner Entertainment Company, L.P.

(iv) We filed a Current Report on Form 8-K under Item 5 on November 17, 1999 relating to our announcement
that we had entered into an agreement to acquire Lenfest Communications, Inc.

{v) We filed a Current Report on Form 8-K under Item 5 on December 13, 1999 which included our
Agreement and Plan of Merger with Lenfest Communications, Inc.

(vi) We filed a Current Report on Form 8-K under Item 2 on December 17, 1999 which included our
Unaudited Pro Forma Condensed Consolidated Financial Statements giving effect to the acquisition of
Lenfest Communications, Inc. as of and for the nine months ended September 30, 1999 and for the year
ended December 31, 1998.

(vii)We filed a Current Report on Form 8-K under Item 5 on December 23, 1999 relating to our announcement
that we had entered into an agreement to acquire the remaining interest in Jones Intercable, Inc. that we
do not already own.

(d) Exhibits required to be filed by Item 601 of Regulation S-K:



3.1(a)

3.1(b)

3.1(c)

3.1(d)

3.1(e)

32
4.1
4.2

43

44

4.5

4.6

4.7

4.8

49

10.1*

10.2*

10.3*

Amended and Restated Articles of Incorporation filed on July 24, 1990 (incorporated by
reference to Exhibit 3.1(a) to our Annual Report on Form 10-K for the year ended
December 31, 1995).

Amendment to Restated Articles of Incorporation filed on July 14, 1994 (incorporated by
reference to Exhibit 3.1(b) to our Annual Report on Form 10-K for the year ended
December 31, 1995).

Amendment to Restated Articles of Incorporation filed on July 12, 1995 (incorporated by
reference to Exhibit 3.1(c) to our Annual Report on Form 10-K for the year ended

December 31, 1995).

Amendment to Restated Articles of Incorporation filed on June 24, 1996 (incorporated by
reference to Exhibit 4.1(d) to our Registration Statement on Form S-3, as amended, filed on
July 16, 1996).

Form of Statement of Designations, Preferences and Rights of Series B Convertible Preferred
Stock of the Company (incorporated by reference to Exhibit 3.1 to our Quarterly Report on
Form 10-Q for the quarter ended June 30, 1997).

Amended and Restated By-Laws (incorporated by reference to Exhibit 3.1 to our Quarterly
Report on Form 10-Q for the quarter ended March 31, 1999).

Specimen Class A Common Stock Certificate (incorporated by reference to Exhibit 2(a) to our
Registration Statement on Form S-7 filed on September 17, 1980, File No. 2-69178).
Specimen Class A Special Common Stock Certificate (incorporated by reference to Exhibit
4(2) to our Annual Report on Form 10-K for the year ended December 31, 1986).

Indenture, dated as of October 17, 1991, between the Company and Bank of Montreal/Harris
Trust (successor to Morgan Guaranty Trust Company of New York), as Trustee (incorporated
by reference to Exhibit 2 to our Current Report on Form 8-K filed on October 31, 1991).

Form of Debenture relating to our 10-1/4% Senior Subordinated Debentures due 2001
(incorporated by reference to Exhibit 4(19) to our Annual Report on Form 10-K for the year
ended December 31, 1991).

Form of Debenture relating to our $300,000,000 10-5/8% Senior Subordinated Debentures due
2012 (incorporated by reference to Exhibit 4(17) to our Annual Report on Form 10-K for the
year ended December 31, 1992).

Form of Debenture relating to our $200,000,000 9-1/2% Senior Subordinated Debentures due
2008 (incorporated by reference to Exhibit 4(18) to our Annual Report on Form 10-K for the
year ended December 31, 1992).

Indenture, dated as of February 20, 1991, between us and Bankers Trust Company, as Trustee
(incorporated by reference to Exhibit 4.3 to our Registration Statement on Form S-3 (File No.
33-32830), filed on January 11, 1990).

Form of Debenture relating to our $250.0 million 9-3/8% Senior Subordinated Debentures due
2005 (incorporated by reference to Exhibit 4.1 to our Quarterly Report on Form 10-Q for the
quarter ended June 30, 1995).

Form of Debenture relating to our $250.0 million 9-1/8% Senior Subordinated Debentures due
2006 (incorporated by reference to Exhibit 4.13 to our Annual Report on Form 10-X for the
year ended December 31, 1995).

Comcast Corporation 1986 Non-Qualified Stock Option Plan, as amended and restated,
effective December 10, 1996 (incorporated by reference to Exhibit 10.3 to our Annual Report
on Form 10-K for the year ended December 31, 1996).

Comcast Corporation 1987 Stock Option Plan, as amended and restated, effective

December 15, 1998 (incorporated by reference to Exhibit 10.2 to our Annual Report on Form
10-K for the year ended December 31, 1998).

Comcast Corporation 1996 Stock Option Plan, as amended and restated, effective June 21,
1999 (incorporated by reference to Exhibit 10.1 to our Quarterly Report on Form 10-Q for the
quarter ended June 30, 1999).

Constitutes a management contract or compensatory plan or arrangement.
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10.4*

10.5*

10.6*

10.7*

10.8*

10.9*

10.10

10.11

10.12

10.13*

10.14

10.15

10.16(a)

Comcast Corporation 1996 Deferred Compensation Plan, as amended and restated, effective
June 21, 1999 (incorporated by reference to Exhibit 10.2 to our Quarterly Report on Form 10-
Q for the quarter ended June 30, 1999).

Comcast Corporation 1990 Restricted Stock Plan, as amended and restated, effective June 21,
1999 (incorporated by reference to Exhibit 10.3 to our Quarterly Report on Form 10-Q for the
quarter ended June 30, 1999).

1992 Executive Split Dollar Insurance Plan (incorporated by reference to Exhibit 10(12) to our
Annual Report on Form 10-K for the year ended December 31, 1992).

Comcast Corporation 1996 Cash Bonus Plan, as amended and restated, effective June 21, 1999
(incorporated by reference to Exhibit 10.4 to our Quarterly Report on Form 10-Q for the
quarter ended June 30, 1999).

Comcast Corporation 1996 Executive Cash Bonus Plan, as amended and restated, effective
June 21, 1999 (incorporated by reference to Exhibit 10.5 to cur Quarterly Report on Form
10-Q for the quarter ended June 30, 1999).

Compensation and Deferred Compensation Agreement by and between Comcast Corporation
and Ralph J. Roberts, as amended and restated, effective August 31, 1998 (incorporated by
reference to Exhibit 10.1 to our Quarterly Report on Form 10-Q for the quarter ended
September 30, 1998).

The Comcast Corporation Retirement-Investment Plan, as amended and restated effective
January 1, 1993 (revised through September 30, 1995) (incorporated by reference to Exhibit
10.1 to our Registration Statement on Form S-8 filed on October 5, 1995).

Defined Contribution Plans Master Trust Agreement, between Comcast Corporation and State
Street Bank and Trust Company (incorporated by reference to Exhibit 10.2 to our Registration
Statement on Form S-8 filed on October 5, 1995).

Tax Sharing Agreement, dated as of December 2, 1992, among Storer Communications, Inc.,
TKR Cable I, Inc., TKR Cable IT, Inc., TKR Cable II1, Inc., Tele-Communications, Inc., the
Company and each of the Departing Subsidiaries that are signatories thereto (incorporated by
reference to Exhibit 4 to our Current Report on Form 8-K filed on December 17, 1992, as
amended by Form 8 filed January 8, 1993).

Comcast Corporation 1997 Deferred Stock Option Plan, as amended and restated, effective
June 21, 1999 (incorporated by reference to Exhibit 10.6 to our Quarterly Report on Form
10-Q for the quarter ended June 30, 1999).

Tax Sharing Agreement, dated December 2, 1992, between the Company and Comcast Storer,
Inc. (incorporated by reference to Exhibit 9 to our Current Report on Form 8-K filed on
December 17, 1992, as amended by Form 8 filed January 8, 1993).

Amended and Restated Stockholders Agreement, dated as of February 9, 1995, among the
Company, Comcast QVC, Inc., QVC Programming Holdings, Inc., Liberty Media Corporation,
QVC Investment, Inc. and Liberty QVC, Inc. (incorporated by reference to Exhibit 10.5 to our
Quarterly Report on Form 10-Q for the quarter ended March 31, 1995).

Credit Agreement, dated as of February 15, 1995, among QVC, Inc. and the Banks listed
therein (incorporated by reference to Exhibit (b)(6) to Amendment No. 21 to the Tender Offer
Statement on Schedule 14D-1 filed on February 17, 1995 by QVC Programming Holdings,
Inc., the Company and Tele-Communications, Inc. with respect to the tender offer for all
outstanding shares of QVC, Inc.).

10.16(b)** Amendment No. 3, dated as of July 19, 1996, to the Credit Agreement, dated as of February

10.17

15, 1995, among QVC, Inc. and the Banks listed therein.

Comcast MHCP Holdings, L.L.C. Amended and Restated Limited Liability Company
Agreement, dated as of December 18, 1994, among Comcast Cable Communications, Inc., The
California Public Employees’ Retirement System and, for certain limited purposes, the
Company (incorporated by reference to Exhibit 10.1 to our Current Report on Form 8-K filed
on January 6, 1995).

Constitutes a management contract or compensatory plan or arrangement.
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10.18

10.19

10.20

10.21

10.22**

10.23

10.24

10.25

21

23.1
23.2
27.1
99.1

Credit Agreement, dated as of December 22, 1994, among Comcast MH Holdings, Inc., the
banks listed therein, The Chase Manhattan Bank (National Association), NationsBank of
Texas, N.A. and the Toronto-Dominion Bank, as Arranging Agents, The Bank of New York,
The Bank of Nova Scotia, Canadian Imperial Bank of Commerce and Morgan Guaranty Trust
Company of New York, as Managing Agents and NationsBank of Texas, N.A., as
Administrative Agent (incorporated by reference to Exhibit 10.2 to our Current Report on
Form 8-K filed on January 6, 19953).

Pledge Agreement, dated as of December 22, 1994, between Comcast MH Holdings, Inc. and
NationsBank of Texas, N.A., as the secured party (incorporated by reference to Exhibit 10.3 to
our Current Report on Form 8-K filed on January 6, 1995).

Pledge Agreement, dated as of December 22, 1994, between Comcast Communications
Properties, Inc. and NationsBank of Texas, N.A., as the Secured Party (incorporated by
reference to Exhibit 10.4 to our Current Report on Form 8-K filed on January 6, 1995).
Affiliate Subordination Agreement (as the same may be amended, modified, supplemented,
waived, extended or restated from time to time, this “Agreement”), dated as of December 22,
1994, among the Company, Comcast MH Holdings, Inc., (the “Borrower™), any affiliate of the
Borrower that shall have become a party thereto and NationsBank of Texas, N.A., as
Administrative Agent under the Credit Agreement dated as of December 22, 1994, among the
Borrower, the Banks listed therein, The Chase Manhattan Bank (National Association),
NationsBank of Texas, N.A. and The Toronto-Dominion Bank, as Arranging Agents, The
Bank of New York, The Bank of Nova Scotia, Canadian Imperial Bank of Commerce and
Morgan Guaranty Trust Company of New York, as Managing Agents, and the Administrative
Agent (incorporated by reference to Exhibit 10.5 to our Current Report on Form 8-K filed on
January 6, 1995).

Credit Agreement, dated as of November 15, 1996, among Comcast SCH Holdings, Inc., the
banks listed therein, Nationsbank of Texas, N.A., as Documentation Agent, The Chase
Manhattan Bank, as Syndication Agent, The Bank of New York, The Chase Manhattan Bank
and Nationsbank of Texas, N.A., as Managing Agents, and The Bank of New York, as
Administrative Agent.

Indenture dated as of May 1, 1997, between Comcast Cable Communications, Inc. and Bank
of Montreal Trust Company, as Trustee, in respect of Comcast Cable Communications, Inc.’s
8-1/8% Notes due 2004, 8-3/8% Notes due 2007, 8-7/8% Notes due 2017, 8-1/2% Notes due
2027 and 6.20% Notes due 2008 (incorporated by reference to Exhibit 4.1(a) to the
Registration Statement on Form S-4 (File No. 333-30745) of Comcast Cable Communications,
Inc.).

Purchase and Sale Agreement dated as of January 19, 1999 among SBC Communications Inc.,
Comcast Cellular Holdings Corporation, Comcast Financial Corporation and Comcast
Corporation (incorporated by reference to Exhibit 10.34 to our Annual Report on Form 10-K
for the year ended December 31, 1998).

Agreement and Plan of Merger, dated as of November 16, 1999, by and among Comcast
Corporation, Comcast LCI Holdings, Inc., a wholly owned subsidiary of Comcast, Lenfest
Communications, Inc. (“Lenfest”) and Lenfest’s stockholders as named therein. (incorporated
by reference to Exhibit 10.1 to our Current Report on Form 8-K filed on December 13, 1999).

List of Subsidiaries.

Consent of Deloitte & Touche LLP.
Consent of KPMG LLP.

Financial Data Schedule.

Report of Independent Public Accountants to QVC, Inc., as of December 31, 1998 and for the
years ended December 31, 1998 and 1997.

*  Constitutes a management contract or compensatory plan or arrangement.

**  Pursuant to Item 601(b)(4)(iii)(A) of Regulation S-K, the Registrant agrees to furnish a copy of the referenced
agreement to the Commission upon request.
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized in Philadelphia, Pennsylvania

on February 29, 2000.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following

SIGNATURES

Comcast Corporation

By: /s/ Brian L. Roberts

Brian L. Roberts

President and Director

persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature

/s/ Ralph J. Roberts

Ralph J. Roberts

/s/ Julian A. Brodsky

Julian A. Brodsky

/s/ Brian L. Roberts

Brian L. Roberts

s/ John R. Alchin

John R. Alchin

/s/ Lawrence J. Salva

Lawrence J. Salva

/s/ Gustave G. Amsterdam

Gustave G. Amsterdam

/s/ Sheldon M. Bonovitz

Sheldon M. Bonovitz

/s/ Joseph L. Castle II

Joseph L. Castle IT

/s/ Bernard C. Watson

Bernard C. Watson

/s/ Irving A. Wechsler

Irving A. Wechsler

/s/ Anne Wexler

Anne Wexler

Title

Chairman of the Board of Directors; Director

Vice Chairman of the Board of Directors;
Director

President; Director (Principal Executive
Officer)

Executive Vice President, Treasurer
(Principal Financial Officer)

Senior Vice President
(Principal Accounting Officer)
Director
Director
Director
Director

Director

Director
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This Annual Report on Form 10-K is for the year
ended December 31, 2000. This Annual Report modifies
and supersedes documents filed prior to this Annual
Report. The SEC allows us to “incorporate by reference”
information that we file with them, which means that we
can disclose important information to you by referring
you directly to those documents. Information
incorporated by reference is considered to be part of this
Annual Report. In addition, information that we file with
the SEC in the future will automatically update and
supersede information contained in this Annual Report.
In this Annual Report, “‘Comcast,” “we,” “us” and “our”
refer to Comcast Corporation and its subsidiaries.

You should carefully review the information
contained in this Annual Report, but should particularly
consider any risk factors that we set forth in this Annual
Report and in other reports or documents that we file
from time to time with the SEC. In this Annual Report,
we state our beliefs of future events and of our future
financial performance. In some cases, you can identify
those so-called “forward-looking statements” by words
such as “may,” “will,” “should,” “‘expects,” “plans,”
“anticipates,” “believes,” ‘‘estimates,” ‘“predicts,”
“potential,” or “continue” or the negative of those words
and other comparable words. You should be aware that
those statements are only our predictions. Actual events
or results may differ materially. In evaluating those
statements, you should specifically consider various
factors, including the risks outlined below. Those factors

may cause our actual results to differ materially from any
of our forward-looking statements.

Factors Affecting Future Operations

We have acquired and we anticipate acquiring cable
communications systems in new communities in which
we do not have established relationships with the
franchising authority, community leaders and cable
subscribers. Further, a substantial number of new
employees are being and must continue to be integrated
into our business practices and operations. Our results of
operations may be significantly affected by our ability to
efficiently and effectively manage these changes.

In addition, our businesses may be affected by,
among other things:

. changes in laws and regulations,

. changes in the competitive environment,

e changes in technology,

. industry consolidation and mergers,

. franchise related matters,

. market conditions that may adversely affect the
availability of debt and equity financing for
working capital, capital expenditures or other
purposes,

. demand for the programming content we
distribute or the willingness of other video
program distributors to carry our content, and

. general economic conditions.



PARTI

ITEM 1 BUSINESS

We are principally mnvolved in three lines of

business:

. Cable-through the development, management
and operation of broadband communications
networks,

) Commerce~through QVC, ourelectronic retail-
ing subsidiary, and

. Content—through our consolidated subsidiaries
Comcast Spectacor, Comcast SportsNet and E!
Entertainment Television, and through our
other programming investments, including The
Golf Channel, Speedvision and Outdoor Life.

We are currently the third largest cable operator in
the United States and are in the process of deploying
digital cable applications and high-speed cable modem
service to expand the products available on our cable
communications networks.

Our consolidated cable operations served
approximately 7.7 million subscribers and passed
approximately 12.9 million homes in the United States as
of December 31, 2000. We have entered into an

agreement to acquire, subject to receipt of necessary
regulatory and other approvals, up to 700,000 cable
subscribers from AT&T Corp. Upon completion of this
pending transaction, which is expected to close by the
end of the second quarter of 2001, we will serve
approximately 8.4 million subscribers.

Through QVC, we market a wide variety of products
directly to consumers primarily on merchandise-focused
television programs. As of December 31,2000, QVC was
available, on a full and part-time basis, to over 77.9
million homes in the Umted States, over 8.9 million
homes in the United Kingdom and over 22.&nillion
homes in Germany.

We are a Pennsylvania corporation that was
organized in 1969. We have our principal executive
offices at 1500 Market Street, Philadelphia, PA
19102-2148. Our telephone number 1s (215) 665-1700.
We also have a world wide web site at
http://www.comcast.com. The information posted on our
web site 1s not incorporated into this Annual Report.

FINANCIAL INFORMATION ABOUT INDUSTRY SEGMENTS

You should see Note 10 to our consolidated financial statements in Item 8 of this Annual Report for information

about our operations by industry segment.

GENERAL DEVELOPMENTS OF OUR BUSINESS

We entered into a number of significant transactions
in 2000 which have closed or are expected to close in
2001. We have summarized these transactions below and
have more fully described them in Note 3 to our
consolidated financial statements in Item 8 of this Annual
Report.

Pending Transactions as of December 31, 2000
Adelphia Cable Systems Exchange

On January 1, 2001, we completed our previously
announced cable systems exchange with Adelphia
Communications pursuant to which we received cable
communications systems serving approximately 460,000
subscribers from Adelphia. In exchange, Adelphia
received certain of our cable communications systems
serving approximately 440,000 subscribers.

AT&T Cable Systems Acquisition

In August 2000, we entered into an agreement with
AT&T to acquire cable communications systems serving
up to 700,000 subscribers from AT&T in exchange for
AT&T common stock that we currently own or may
acquire, in a transaction intended to qualify as tax-free to
both us and to AT&T. The transaction is subject to
customary closing conditions and regulatory approvals
and is expected to close by the end of the second quarter
2001.

Completed Transactions During 2000
Acquisition of Lenfest Communications, Inc.
In January 2000, we acquired Lenfest

Communications, Inc., a cable communications company
serving approximately 1.1 million subscribers primarily



in the Philadelphia area from AT&T and the other
Lenfest stockholders for approximately 120.1 million
shares of our Class A Special Common Stock with a
value of $6.014 billion. In connection with the
acquisition, we assumed approximately $1.326 billion of
debt.

Consolidation of Comcast Cablevision of Garden
State, L.P.

Comcast Cablevision of Garden State, L.P., formerly
Garden State Cablevision L.P., a cable communications
company serving approximately 216,000 subscribers in
New Jersey, is a partnership which was owned 50% by
Lenfest and 50% by us. We had accounted for our
interest in Garden State Cable under the equity method.
As aresult of the acquisition of Lenfest Communications,
Inc., we now own 100% of Garden State Cable. As such,
the operating results of Garden State Cable have been
included in our consolidated statement of operations from
the date of our acquisition of Lenfest.

Acquisition of CalPERS’ Interest in Jointly Owned
Cable Properties

In February 2000, we acquired the California Public
Employees Retirement System’s 45% interest in Comcast
MHCP Holdings, LL.C., formerly a 55% owned
consolidated subsidiary of ours, which serves subscribers
in Michigan, New Jersey and Florida. As a result, we
now own 100% of Comcast MHCP. The consideration
was $750.0 million in cash.

Acguisinon of Remaining Ihterest in Jones

Intercable, Inc.

In March 2000, we acquired from the public
shareholders the approximate 60% interest in Jones
Intercable, Inc. not previously held by us for
approximately 35.6 mullion shares of our Class A Special
Common Stock with a value of $1.727 billion. Jones
Intercable was formerly a 40% owned consolidated
subsidiary of ours.

Acquisition of Prime Communications LLC

In August 2000, we acquired Prime Communications
LLC, a cable communications company serving
approximately 406,000 subscribers, for cash and through
our conversion to equity of previously made loams to
Prime. Upon closing, we assumed and immedaately repaid
$532.0 million of Prime’s debt with proceeds from
borrowings under existing credit facilities.

AT&T Cable Systems Exchange

On December 31, 2000, we completed our previously
announced cable systems exchange with AT&T Corp.
pursuant to which we received cable communications
systems serving approximately 770,000 subscribers. In
exchange, AT&T received certain of our cable
communications systems serving approximately 700,000
subscribers.

DESCRIPTION OF OUR BUSINESSES

Cable Communications
Technology and Capital Improvements

Our cable communications networks receive signals
by means of:

*  special antennae,

¢ microwave relay systems,

« earth stations, and

¢ coaxial and fiber optic cables.

Products and Services

We offer a variety of services over our cable
communications networks, including traditional analog
video and new services such as digital cable and high-
speed cable modem service. Available service offerings
depend on the bandwidth capacity of the cable
communications system. Bandwidth, expressed in
megahertz (MHz), is a measure of information-carrying
capacity. It is the range of usable frequencies that can be

carried by a cable communications system. The greater
the bandwidth, the greater the capacity of the system. As
of January 31, 2001, approximately 84% of our cable
subscribers were served by a system with a capacity of at
least 550-MHz and approximately 70% of our cable
subscribers were served by a system with a capacity of at
least 750-MHz.

Digital compression technology enables us to
substantially increase the number of channels our cable
communications systems can carry. Digital compression
technology converts up to twelve analog signals into a
digital format and compresses such signals into the
bandwidth normally occupied by one analog signal. At
the home, a set-top video terminal converts the digital
signal into analog signals that can be viewed on a normal
television set. Digital compression technology enables us
to provide a significant number of additional
programming choices to our subscribers.

We are deploying fiber optic cable and upgrading the
technical quality of our cable communications networks.
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As a result, the reliability and capacity of our systems
have increased, aiding in the delivery of additional video
programming and other services such as enhanced digital
video, high-speed cable modem service and, in some
areas, telephony.

We will incur significant capital expenditures in the
future for the upgrading and rebuilding of the cable
communications systems acquired or to be acquired by us
as a result of our acquisitions of Lenfest Communi-
cations and Jones Intercable, the systems exchanges with
AT&T and Adelphia, as well as the pending systems
acquisition from AT&T.

Franchises

Cable communications systems are constructed and
operated under non-exclusive franchises granted by state
or local governmental authorities for varying lengths of
time and are subject to federal, state and local legislation
and regulation. Our franchises typically provide for
periodic payment of fees to franchising authorities of up
to 5% of “revenues” (as defined by each franchise
agreement). We normally pass those fees on to
subscribers. In many cases, we need the consent of the
franchising authority to transfer our franchises.

Although franchises historically have been renewed,
renewals may include less favorabie terms and conditions.
Under existing law, franchises should continue to be
renewed for companies that have provided adequate
service and have complied generally with franchise terms.
The franchising authority may choose to award additional
franchises to competing companies at any time. As of
January 31, 2001, we served approximately 1,776
franchise areas in the United States.

Traditional Analog Video Services

We receive the majority of our revenues from
subscription services. Subscribers typically pay us on a
monthly basis and generally may discontinue services at
any time. Monthly subscription rates and related charges
vary according to the type of service selected and the type
of equipment used by subscribers.

We offer a full range of traditional analog video
services. We tailor both our basic channel line-up and our
additional channel offerings to each system according to
demographics, programming preferences, competition,
price sensitivity and local regulation. Our service
offerings include the following programming packages:

basic programming,

expanded basic programming,

e  premium services, and

*  pay-per-view programming.

All of our video subscribers receive our basic cable
service. This service generally consists of national
television networks, local broadcast television, locally-
originated programming, including governmental and
public access, and limited satellite-delivered
programming.

Our expanded basic cable service includes a group of
satellite-delivered or non-broadcast channels such as
Entertainment and Sports Programming Network (ESPN),
Cable News Network (CNN) and MTV Networks
(MTYV), in addition to the basic channel line-up.

For an additional monthly fee, subscribers can also
subscribe to our premium services either individually or
in packages of several channels. Qur premium services
generally offer, without commercial interruption, feature
motion pictures, live and taped sporting events, concerts
and other special features. The charge for premium
services depends upon the type and level of service
selected by the subscriber. Our premium services may
include offerings such as:

Home Box Office®,
Cinemax®,
Showtime®,

The Movie Channel™,
Encore®, and

Starz®.

Our pay-per-view service permits our subscribers to
order, for a separate fee, individual feature motion
pictures and special event programs, such as professional
boxing, professional wrestling and concerts on an
unedited, commercial-free basis.

New Service Offerings

The high bandwidth capacity of our cable
communications networks enables us to deliver
substantially more channels and/or new and advanced
products and services to our subscribers. A variety of
emerging technologies and the rapid growth of the
Internet have presented us with substantial opportunities
to provide new or expanded products and services to our
subscribers and to expand our sources of revenue. As a
result, we have introduced the following new services for
the benefit of both our residential and commercial
subscribers:

o digital cable television service, and



high-speed cable modem service installed 1n
personal computers.

We have and will continue to upgrade our cable
communications systems so that we can provide these and
other new services such as video on demand, commonly
known as VOD, interactive television and cable telephony
more rapidly to our subscribers.

Digital Cable Service

We offer digital cable television services to
subscribers in substantially all of our cable
communications systems.

Subscribers to our digital cable service may receive
amix of additional television programming, an interactive
program guide and multiple channels of digital music.
The additional programming falls into four categories:

additional expanded basic channels,
additional premium channels,

“multiplexes” of premium channels to which a
subscriber previously subscribed, such as
multiple channels of Home Box Office or
Showtime, which are varied as to time of
broadcast or programming content theme, and

additional pay-per-view programming, such as
more pay-per-view options and/or frequent
showings of the most popular films to provide
near video-on-demand.

Subscribers typically pay us on a monthly basis for
digital cable services and generally may discontinue
services at any time. Monthly subscription rates vary
generally according to the level of service and the number
of digital converters selected by the subscriber. We
expect that purchases of these services by our subscribers
will increase in the future.

High-Speed Cable Modem Service

We market Excite@Home's high-speed cable modem
services as Comcast@Home in areas served by certain of
our cable communications systems. Residential
subscribers can connect their personal computers via
cable modems to a high-speed national network
developed and managed by Excite@Home. Subscribers
can then access online information, including the Internet,
at faster speeds than that of conventional modems. We
also provide - businesses with Internet connectivity
solutions and networked business applications. We
provide national and local content and sell advertising to
businesses.

Other Revenue Sources

We also generate revenues; from advertising sales,
installation services, commussions from electronic
retailing and other services. We generate revenues from
the sale of advertising time to local, regional and national
advertisers on non-broadcast channels.

Sales and Marketing

Our sales efforts are primarily directed toward
generating incremental revenues in our franchise areas
and increasing the number of subscribers we serve. We
sell our products and services through:

telemarketing,

direct mail advertising,
door-to-door selling,

cable television advertising,
local media advertising, and

retail outlets.
Programming

We generally pay a monthly fee per subscriber per
channel. Our programming costs are increased by:

increases in the number of subscribers,

expansion of the number of channels provided
to customers, and

increases in contract rates from programming
suppliers.

We attempt to secure long-term programming
contracts with volume discounts and/or marketing support
and incentives from programming suppliers. Our
programming contracts are generally for a fixed period of
time and are subject to negotiated renewal. We have
experienced increases in our cost of programming and we
anticipate that future contract renewals will result in
programming costs that are higher than our costs today,
particularly for sports programming.

We utilize interactive programming guides to provide
our subscribers with current programming information, as
well as advertising and other content. We recently formed
a joint venture with other companies, including various
cable companies, to develop additional sources for the
interactive guide.




Customer Service

We manage most of our cable communications
systems in geographic clusters. Clustering improves our

P
S %

service and support. As part of our clustering strategy, we
have consolidated our local customer service operations
mnto large regional call centers. These regional call centers
have technologically advanced telephone systems that

ability to sell advertising, enhances our ability to
efficiently introduce and market new products, and allows
us to more efficiently and effectively provide customer

provide 24-hour per day, 7-day per week call answering
capability, telemarketing and other services.

Our Cable Communications Systems

The table below summarizes certain subscriber information for our cable communications systems as of
December 31 (homes, subscribers and subscriptions in thousands):

2000(9) 1999(9) 1998 1997 1996

Cable

Homes Passed (1) ............... 12,679 9,522 7.382 7,138 6,975

Subscribers (2) .............. ... 7,607 5,720 4,511 4,366 4,280 **

Penetration (3) ................. 60.0% 60.1% 61.1% 61.2% 61.4%
Digital Cable

“Digital Ready” Subscribers (4) .. .. 7,258 4,637 1,570

Subscriptions (5) . ............... 1,354 515 78

Penetration (6) ................. 18.7% 11.1% 5.0%
Comcast@Home

“Modem Ready” Homes Passed (7) . 6,360 3,259 1,804 866

Subscribers ...... ... 400 142 51 i0

“Modem Ready” Penetration (8) ... 6.3% 4.4% 2.8% 1.2%

(1) Ahomeis “passed” if we can connect it to our distribution system without further extending the transmussion lines.

(2) A dwelling with one or more television sets connected to a system counts as one cable subscriber.

(3) Cable penetration means the number of cable subscribers as a percentage of cable homes passed.

(4) A subscriber is “digital ready” if the subscriber is in a market where we have launched our digital cable service.

(5) Each digital converter box counts as one digital cable subscription.

(6) Digital cable penetration means the number of digital cable subscriptions as a percentage of “digital ready”
subscribers. Certain subscribers may have multiple digital cable subscriptions.

(7) A home passed is “modem ready” if we can connect it to our Internet service connection system without further
upgrading the transmission lines.

(8) “Modemready” penetration means the number of Comcast@ Home subscribers as a percentage of “modem ready”
homes passed.

(9} In April 1999, we acquired a controlling interest in Jones Intercable, Inc. In January 2000, we acquired Lenfest
Communications, Inc. and began consolidating the results of Comcast Cablevision of Garden State, L.P. In August
2000, we acquired Prime Communications LLC. On January 1, 2001 and December 31, 2000, we completed our
cable systems exchanges with Adelphia Communications and AT&T Corp., respectively. The subscriber
information as of December 31, 2000 excludes the effects of our exchanges with Adelphia and AT&T.

Competition

Our cable communications systems compete with a
number of different sources which provide news,
information and entertainment programming to
consumers, including:

* local television broadcast stations that provide
off-air programming which can be received
using a roof-top antenna and television set,

* program distributors that transmit satellite

signals containing video programming, data and
other information to receiving dishes of varying
sizes located on the subsciiber's premises,

* satellite master antenna television systems,
commonly known as SMATYV, which generally
serve condominiums, apartment and office
complexes and residential developments,

»  otheroperators who build and operate communi-
cations systems in the same communities that we
serve,



* interactive online computer services,

*  newspapers, magazines and book stores,
* movie theaters,

* live concerts and sporting events, and

*  home video products.

In order to compete effectively, we strive to provide,
at a reasonable price to subscribers:

e superior technical performance,
*  superior customer service,
e a greater variety of video programming, and

e new products and services.

Federal law allows local telephone companies to
provide, directly to subscribers, a wide variety of services
that are competitive with our cable communications
services. Some local telephone companies provide or plan
to provide video services within and outside their
telephone service areas through a variety of methods,
including cable networks, satellite program distribution
and wireless transmission facilities.

A local telephone company, Ameritech, and
facilities-based competitors such as RCN Corporation and
Knology Holdings, Inc., among others, are now offering
cable and other communications services in various areas
where we hold franchises. We anticipate that facilities-
based competitors will develop in other franchise areas
that we serve.

Local telephone companies and other businesses
construct and operate communications facilities that
provide access to the Internet and distribute interactive
computer-based services, data and other non-video
services to homes and businesses. These competitors are
not required, in certain circumstances, to comply with
some of the material obligations imposed upon our cable
communications systems under our franchises. We are
unable to predict the likelihood of success of competing
video or cable service ventures by local telephone
companies or other businesses. Nor can we predict the
impact these competitive ventures might have on our
business and operations.

We operate each of our cable communications
systems pursuant to a non-exclusive franchise that is
issued by the community's governing body such as a city
council, a county board of supervisors or a state
regulatory agency. Federal law prohibits franchising
authorities from unreasonably denying requests for
additional franchises, and it permits franchising
authorities to operate cable systems. Companies that

traditionally have not provided cable services and that
have substantial financial resources (such as public
atilities that own certain of the poles to which our cables
are attached) may also obtain cable franchises and may
provide competing communications services.

In the past few years, Congress has enacted
legislation and the Federal Communications Commission,
commonly known as the FCC, has adopted regulatory
policies intended to provide a more favorable operating
environment for existing and new technologies that
provide, or have the potential to provide, substantial
competition to our cable communications systems. These
technologies include direct broadcast satellite service,
commonly known as DBS, among others. According to
recent government and industry reports, conventional,
mediumand high-power satellites cuitently providé Video
programming to over 14.5 miflion individual households,
condominiums, apartment and office complexes in the
United States. DBS providers with high-power satellites
typically offer to their subscribers more than 300
channels of programming, including programming
services substantially similar to those provided by cable
communications systems.

DBS service can be received virtually anywhere in
the continental United States through the installation of a
small roof top or side-mounted antenna. DBS systems use
video compression technology to increase channel
capacity and digital technology to improve the quality of
the signals transmitted to their subscribers. Our digital
cable service is competitive with the programming,
channel capacity and the digital quality of signals
delivered to subscribers by DBS systems. We are and will
continue to deploy digital cable service in the
communities that we serve.

Two major companies, DirecTV and Echostar, are
currently offering nationwide high-power DBS services.
Federal legislation establishes, among other things, a
permanent compulsory copyright license that permits
satellite carriers to retransmit local broadcast television
signals to subscribers who reside inside the local
television station’s market. These companies are
transmitting local broadcast signals in many markets
which we serve. As a result, satellite carriers are more
competitive to cable communications system operators
like us because they offer programming which more
closely resembles what we offer. These companies and
others are also developing ways to bring advanced
communications services to their customers. They are
currently offering satellite-delivered high-speed Internet
access services with a telephone return path and are
beginning to provide true two-way interactivity. We are
unable to predict the effects these competitive
developments might have on our business and operations.




Our cable communications systems also compete for
subscribers with SMATYV systems. SMATV system
operators typically are not subject to regulation like local
franchised cable communications system operators.
SMATV systems offer subscribers both improved
reception of local television stations and many of the
same satellite-delivered programming services offered by
franchised cable communications systems. In addition,
some SMATYV operators are developing and/or offering
packages of telephony, data and video services to private
residential and commercial developments. SMATV
system operators often enter into exclusive service
agreements with building owners or homeowners'
associations, although some states have enacted laws to
provide cable communications systems access to these
complexes. Courts have reviewed challenges to these
laws and have reached varying results.

Many of our cable communications systems are
currently offering high-speed cable modem services to
subscribers. These systems compete with a number of
other companies, many of whom have substantial
resources, such as:

existing Internet service providers, commonly
known as ISPs,

local telephone companies, and

long distance telephone companies.

A number of companies, including telephone
companies and ISP’s, have asked local, state and federal
governments to mandate that cable communications
systems operators provide capacity on their broadband
infrastructure so that these companies and others may
deliver high-speed Internet access and interactive
television services directly to customers over cable
facilities.

The deployment of Digital Subscriber Line
technology, known as DSL, allows Internet access to
subscribers at data transmission speeds equal to or greater
than that of modems over conventional telephone lines.
Numerous companies, including telephone companies,
have introduced DSL service and certain telephone
companies are seeking to provide high-speed broadband
services without regard to present service boundaries and
other regulatory restrictions. We are unable to predict the
likelihood of success of competing online services
offered by our competitors or what impact these
competitive ventures may have on our business and
operations.

We expect advances in communications technology,
as well as changes in the marketplace and the regulatory
and legislative environment to occur in the future. We
refer you to page 10 for a detailed discussion of

legislative and regulatory factors. Other new technologies
and services may develop and may compete with services
that our cable communications systems offer.
Consequently, we are unable to predict the effect that
ongoing or future developments might have on our
business and operations.

Commerce

QVCisadomestic and international electronic media
general merchandise retailer which produces and
distributes merchandise-focused television programs, via
satellite, to affiliated video program distributors for
retransmission to subscribers. At QVC, program hosts
describe and demonstrate the products and viewers place
orders directly with QVC. We own 57% of QVC.

T

Revenue Sources

QVC sells a variety of consumer products and
accessories including jewelry, housewares, electronics,
apparel and accessories, collectibles, toys and cosmetics.
QVC purchases, or obtains on consignment, products
from domestic and foreign manufacturers and
wholesalers, often on favorable terms based on the
volume of the transactions. QVC intends to continue
introducing new products and product lines. QVC does
not depend upon any one particular supplier for any
significant portion of its inventory.

Viewers place orders to purchase QVC merchandise
by calling a toll-free telephone number. QVC uses
automatic cail distributing equipment to distribute calls to
its operators. The majority of all payments for purchases
are made with a major credit card or QVC’s private label
credit card. QVC’s private label credit card program is
serviced by an unrelated third party. QVC ships
merchandise promptly from its distribution centers,
typically within 24 hours after receipt of an order. QVC’s
return policy permits customers to return, within 30 days,
any merchandise purchased for a full refund of the
purchase price and original shipping charges.

Distribution Channels

In the United States, QVC is transmtted live 24
hours a day, 7 days a week, to 62.7 million cable
television homes. An additional 0.7 million cable
television homes receive QVC on a less than full time
basis and 14.5 million home satellite dish users receive
QVC programming. The QVC program schedule consists
of one-hour and multi-hour program segments. Each
program theme is devoted to a particular category of
product or lifestyle. From time to time, special program
segments are devoted to merchandise associated with a
particular celebrity, event, geographical region or
seasonal interest.



QVC sells products by means of electronic media in
Germany and the United Kingdom. In the UK, this
service currently reaches over 8.9 million cable television
and home satellite dish-served homes. In Germany, this
service currently 1s available to over 22.6 million cable
television and home satellite dish-served homes.
However, we estimate that only 9.5 million homes in
Germany have programmed their television sets toreceive
this service.

QVC also offers an interactive shopping service,
iQVC, on the Internet. The iQVC service offers a diverse
array of merchandise, on-line, 24 hours a day, 7 days a
week. iQVC also maintains a mailing list which e-mails
product news to subscribers.

QVC Transmission

A transponder on a communications satellite
transmits the QVC domestic signal. QVC subleases
transponders for the transmission of its signals to the UK
and Germany and has made arrangements for redundant
coverage through other satellites in case of a failure. QVC
has never had an interruption in programming due to
transponder failure. We cannot offer assurances that there
will not be an interruption or termination of satellite
transmission due to transponder failure. Interruption or
termination could have a material adverse effect on
QVC’s future results of operations.

Program Distributors

QVC has entered into affiliation agreements with
video program distributors in the US to carry QVC
programming. Generally, there are no charges to the
programming distributors for the distribution of QVC. In
return for carrying QVC, each programming distributor
receives an allocated portion, based upon market share, of
up to five percent of the net sales of merchandise sold to
customers located in the programming distributor’s
service area. QVC has entered into multi-year affiliation
agreements with various cable and satellite system
operators for carriage of QVC programming. The terms
of most affiliation agreements are automatically
renewable for one-year terms unless terminated by either
party on at least 90 days notice prior to the end of the

term. Most of the affiliation agreements provide for the
programming distributor to broadcast commercials
regarding QVC on other channels and to distribute
QVC’s advertising material to subscribers. As of
December 31, 2000, 9.5% of the total homes reached by
QVC were attributable to QVC’s affiliation agreements
with us and 20.0% with AT&T's Liberty Media Group,
the owner of a 43% interest in QVC, and their respective
affiliated companies.

QVC’s business depends on its affiliation with
programming distributors for the transmission of QVC
programming. If a significant number of homes are no
longer served because of termination or non-renewat of
affiliation agreements, our financial results could be
adversely affected. QVC has incentive programs to
induce programming distributors to enter into or-¥%tend
affiliation agreements or to increase the nurnber of homes
under existing affiliation agreements. These incentives
include various forms of marketing, carriage and launch
support. QVC will continue to recruit additional
programming distributors and seek to enlarge its
audience.

Competition

QVC operates in a highly competitive environment.
As a general merchandise retailer, QVC competes for
consumer expenditures with the entire retail industry,
including department, discount, warehouse and specialty
stores, mail order and other direct sellers, shopping center
and mall tenants and conventional retail stores. On
television, QVC competes with other programs for
channel space and viewer loyalty against similar
electronic retailing programming, as well as against
alternative programming suppiied by other sources,
including news, public affairs, entertainment and sports
programmers. The use of digital compression provides
programming distributors with greater channel capacity.
While greater channel capacity increases the opportunity
for QVC to be distributed, it also may adversely impact
on QVC’s ability to compete for television viewers to the
extent it results in higher channel position, in placement
of QVC in separate programming tiers, or in the addition
of competitive channels.
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Content

We have made investments in cable television networks and other programming-related enterprises as a means of
generating additional revenues and subscriber interest. Our programming investments as of December 31, 2000 include:

Ownership
Investment Description Percentage
Comcast Spectacor - Live sporting events, concerts and other events 66.0%
Comcast SportsNet Regional sports programming and events 53.1%
E! Entertainment Entertainment-related news and original programming 39.7%
Style Fashion-related programming 39.7%
CN8-The Comcast Network Regional and local programming 100.0%
Comcast Sports Southeast Regional sports programming and events 72.4%
The Golf Channel Golf-related programming 60.3%
Outdoor Life Outdoor activities 16.8%
Speedvision Automotive, marine and aviation 14.5%
The Sunshine Network Regional sports and public affairs 15.6%
In Demand Pay-per-view programming 111%™
Home Team Sports Regional sports programming and events (a)

(2) The Company acquired 100% of Home Team Sports in February 2001. Home Team Sports 1s a regional sports
programming network which provides sports related programming, including the Baltimore Orioles MLB baseball
team, the Washington Wizards NBA basketball team, the Washington Capitals NHL hockey team and the Carolina
Hurricanes NHL hockey team. Home Team Sports serves approximately 4.8 million subscribers in the Mid-Atlantic

region.

Consolidated Programming Investments
Comcast Spectacor

Comgcast Spectacor is our family of busimesses that
perform and/or host live sporting events, concerts and
other special events. Comcast Spectacor consists
principally of the Philadelphia Flyers NHL Hockey Team,
the Philadelphia 76ers NBA Basketball Team, two large
multi-purpose arenas in Philadelphia and Comcast
SportsNet, our regional sports programming network.

Comcast SportsNet

Comcast SportsNet is a 24-hour regional sports
programming network which provides sports-related
programming, including the Philadelphia Flyers NHL
hockey team, the Philadelphia 76ers NBA basketball team
and the Philadelphia Phillies MLB baseball team to
approximately 2.7 million subscribers in the Philadelphia
region. Comcast SportsNet is delivered to affiliates
terrestrially.

E! Entertainment

E! Entertainment is a 24-hour network with
programming dedicated to the world of entertainment.
Programming formats include behind-the-scenes
specials, original movies and series, news, talk shows and
comprehensive coverage of entertainment industry awards
shows and film festivals worldwide. The network has
approximately 67 million subscribers.

Style

Style, an affiliate of E! Entertainment, is our 24-hour
cable network dedicated to fashion, home design, beauty,
health, fitness and more, with distribution to
approximately 10 million subscribers. We launched Style
in October 1998.

CNS8-The Comcast Network

CN8-The Comcast Network, our regional
programming service is delivered to approximately 3.9
million cable subscribers in Pennsylvania, New Jersey,
Delaware and Maryland. CN8 provides original
programming, including local and regional news and
public affairs, regional sports, health, cooking and family-
oriented programming. We intend to continue to
introduce similar programming in other areas we serve.

Comcast Sports Southeast

Comcast Sports Southeast (“CSS”) was created in
September 1999. CSS is delivered to approximately 2.0
million cable subscribers primarily in Alabama, Arkansas,
Florida, Georgia, Kentucky, Louisiana, Mississippi,
North Carolina, South Carolina and Tennessee. CSS is a
satellite-delivered service that provides original sports
programming and sports news geared toward the
Southeast.



Other Programming Investments
The Golf Channel

The Golf Channel is a 24-hour network devoted
exclusively to golf programming with distribution to
approximately 37 mullion subscribers. The programming
schedule includes live- tournaments, golf instruction
programs and golf news.

Outdoor Life

Outdoor Life is a 24-hour network devoted
exclusively to adventure and the outdoor lifestyle. Its
programming focuses on a wide range of outdoor
activities including expeditions, skiing, cycling, surfing
and camping.

Speedvision

Speedvision is a 24-hour network devoted to auto-

motive, aviation and marine enthusiasts. Its programming
includes original consumer news, motorsports coverage,
lifestyle and instructional programs and historical
documentaries.

The Sunshine Network

The Sunshine Network is a regional sports and public
affairs network, which focuses its programming
specifically on teams, events and programs from Florida.
Programming rights include over 20 local teams and
properties, including the Orlando Magic and Miami Heat
NBA basketball teams and the Tampa Bay Lightning
NHL hockey team.

In Demand
. R
In Demand is the brand-name of a cable operator-

controlled buying cooperative for pay-per-view
programming.

LEGISLATION AND REGULATION

Cable

The Communications Act of 1934, as amended,
establishes a national policy to regulate the development
and operation of cable communications systems. The
Communications Act allocates responsibility for
enforcing federal policies amoeng the FCC, state and local
governmental authorities. The courts, especially the
federal courts, play an important oversight role as these
statutory and regulatory provisions are interpreted and
enforced by the various federal, state and local
governmental units.

We expect that court actions and regulatory
proceedings will continue to refine the rights and
obligations of various parties, including the government,
under the Communications Act. The results of these
judicial and administrative proceedings may materially
affect our business operations. In the following
paragraphs, we summarize the principal federal laws and
regulations materially affecting the growth and operation
of the cable communications industry. We also provide a
brief description of certain state and local laws applicable
to our businesses.

The Communications Act and FCC Regulations
The Communications Act and the regulations and
policies of the FCC affect significant aspects of our cable

system operations, including:

¢ subscriber rates,

e the content of programming we offer our
subscribers, as well as the way we sell our
program packages to subscribers and other video
program distributors,

¢ theuseof our cable systems by local franchising
authorities, the public and other unrelated third
parties,

* our franchise agreements with governmental
authorities,

e cable system ownership limitations and
prohibitions, and

s our use of utility poles and conduit.
Subscriber Rates

The Communications Act and the FCC’s regulations
and policies limit the ability of cable systems to raise
rates for basic services and equipment in communities
that are not subject to effective competition, as defined by
federal law. Where there 1s no effective competition,
federal law gives franchising authorities the power to
regulate the monthly rates charged by the operator for:

¢ the lowest level of programming service,
typically called basic service, which generally
includes local broadcast channels and public
access or governmental channels required by the
operator's franchise, and
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o theinstallation, sale and lease of equipment used
by subscribers to receive basic service, such as
converter boxes and remote control units.

The FCC has adopted detailed rate regulations,
guidelines and rate forms that we and the franchising
authority must use in connection with the regulation of
our basic service and equipment rates. If the franchising
authonty concludes that our rates are not in accordance
with the FCC's rate regulations, it may require us to
reduce our rates and to refund overcharges to subscribers,
with interest. We may appeal adverse rate decisions to the
FCC.

The Communcations Act and the FCC’s regulations
also:

¢ prohibit regulation of rates charged by cable
operators for programming offered on a per
channel or per program basis, and for multi-
channel groups of non-basic programming,

* require operators to charge uniform rates
throughout each franchise area that is not
subject to effective competition,

¢ prohibit regulation of non-predatory bulk
discount rates offered by operators to
subscribers in commercial and residential
developments, and

e permitregulated equipment rates to be computed
by aggregating costs of broad categories of
equipment at the franchise, system, regional or
company level.

Content Requirements

The Communications Act and the FCC’s regulations
contain broadcast signal carriage requirements that allow
certain local commercial television broadcast stations:

* toelect once every three years to require a cable
communications system to carry the station,
subject to certain exceptions, or

* to negotiate with us on the terms by which we
carry the station on our cable communications
system, commonly called retransmission
consent.

The Communications Act and the FCC’s regulations
require a cable operator to devote up to one-third of its
activated channel capacity for the mandatory carriage of
local commercial television stations. The Communi-
cations Act also gives local non-commercial television
stations mandatory carmage rights; however, such stations
are not given the option to negotiate retransmission
consent for the carriage of their signals by cable systems.

Additionally, cable systems must obtain retransmission
consent for: '

e all “distant” commercial television stations
(except for commercial satellite-delivered
independent “‘superstations” such as WGN),

* commercial radio stations, and

* certain low-power television stations.

The FCC recently adopted regulations which require
us to carry the signals of local digital-only broadcast
stations (both commercial and non-commercial) and the
digital signals of those local broadcast stations that return
their analog spectrum to the government and convert to a
digital broadcast format. The FCC’s rules give the digital-
only broadcast stations the discretion to elect whether the
operator will carry the station’s signal in a digital or
converted analog format and to tie the carriage of their
digital signals with the carriage of their analog signals as
a retransmission consent condition. We are unable to
predict the ultimate outcome of this proceeding or the
impact any new carriage requirements mught have on the
operations of our cable systems.

The Communications Act requires our cable systems
to permit subscribers to purchase video programming on
a per channel or a per program basis without the necessity
of subscribing to any tier of service, other than the basic
cable service tier. However, we are not required to
comply with this requirement until 2002 for any of our
cable systems that do not have addressable converter
boxes or that have other substantial technological
limitations. A limited number of our systems do not have
the technological capability to offer programming 1n the
manner required by the statute and thus currently are
exempt from complying with this requirement.

To increase competition between cable operators and
other video program distributors, the Communications
Act:

* precludes any satellite video programmer
affiliated with a cable company, or with a
common carrier providing video programming
directly to its subscribers, from favoring an
affiliated company over competitors,

¢ requires such programmers to sell their satellite-
delivered programming to other video program
distributors, and

* limits the ability of such programmers to offer
exclusive programming arrangements to their
affiliates.

The FCC has concluded that the programaccess rules
do not apply to certain terrestriaily-delivered
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programming, such as Comcast SportsNet. The FCC
decision is currently under appeal.

The Communications Actcontains restrictions on the
transmission by cable operators of obscene or indecent
programming. The Communications Act requires the
cable operator, upon the request of the subscriber, to
scramble or otherwise fully block any channel the
subscriber does not wish to recetve. A three-judge federal
district court determined that certain restrictions on
channels primarily dedicated to sexually oriented
programming were unconstitutional. The United States
Supreme Court recently affirmed the lower court’s ruling.

The FCC actively regulates other aspects of our
programming, involving such areas as:

*  ouruseof syndicated and network programs and
local sports broadcast programming,

» advertising in children's programming,
e political advertising,

* origination cablecasting,

¢ sponsorship identification, and

*  closed captioning of video programmung.

Use of Our Cable Systems by The Government and
Unrelated Third Parties

The Communications Act allows franchising
authorities and unrelated third parties to have access to
our cable systems' channel capacity. For example, it:

*  permits franchising authorities to require cable
operators to set aside channels for public,
educational and governmental access
programming, and

* requires a cable system with 36 or more
activated channels to designate a significant
portion of its channel capacity for commercial
leased access by third parties to provide
programming that may compete with services
offered by the cable operator.

The FCC regulates various aspects of third party
commercial use of channel capacity on our cable systems,
including the rates and certain terms and conditions of the
commercial use.

Recently, a number of companies, including
telephone companies and ISPs have asked local, state and
federal governments to mandate that cable
communications systems operators provide capacity on
their broadband infrastructure so that these companies
and others may deliver high-speed Internet access and

interactive television services directly to customers over
cable facilities. Some cable operators, including us, have
initiated litigation challenging municipal efforts to
unilaterally impose so-called “open access” requirements.
The few court decisions dealing with this issue have been
inconsistent. The FCC recently initiated a regulatory
proceeding to consider “open access” and related
regulatory issues and, in connection with its review of the
recent AOL-Time Warner merger, imposed, together with
the Federal Trade Commisston, “open access,” technical
performance and other requirements related to the merged
company’s Internet and Instant Messaging platforms.
Whether the policy framework reflected in these
agencies’ merger reviews will be imposed on an industry-
wide basis is uncertain. We cannot predict the ultimate
outcome of this admunistrative proceeding or the impact
of any new access requirements on the operatitfof our
cable systems.

Franchise Matters

Although franchising matters are normally regulated
at the local level through a franchise agreement and/or a
local ordinance, the Communications Act provides
oversight and guidelines to govern our relationship with
local franchising authorities. For example, the
Communications Act:

«  affirms the night of franchising authorities (state
or local, depending on the practice 1n individual
states) to award one or more franchises within
their jurisdictions,

e generally prohibits us from operatingin
communities without a franchise,

*  encourages competition with our existing cable
systems by:

® allowing municipalities to operate cable

systems without franchises, and

preventing franchising authornties from
granting exclusive franchises or from
unreasonably refusing to award additional
franchises covering an existing cable
system's service area,

» permits local authorities, when granting or
renewing our franchises, to establish
requirements for certain cable-related facilities
and equipment, but prohibits franchising
authorities from establishing requirements for
specific video programming or information
services other than in broad categories,

* permits us to obtain modification of our
franchise requirements from the franchise
authority or by judicial action if warranted by
changed circumstances,
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¢  generally prohibits franchising authorities from:

° imposing requirements during the initial

cable franchising process or during
franchise renewal that require, prohibit or
restrict us from providing telecom-
munications services,

imposing franchise fees on revenues we
derive from providing telecommunications
services over our cable systems, or

restricting our use of any type of subscriber
equipment or transmission technology, and

¢ limits our payment of franchise fees to the local
franchising authority to 5% of our gross
revenues derived from providing cable services
over our cable system.

The Communications Act contains procedures
designed to protect us against arbitrary denials of the
renewal of our franchises, although a franchising
authority under various conditions can deny us a
franchise renewal. Moreover, even if our franchise is
renewed, the franchising authority may seek to impose
upon us new and more onerous requirements such as
significant upgrades in facilities and services or increased
franchise fees as a condition of renewal. Similarly, if a
franchising authority's consent is required for the
purchase or sale of our cable system or franchise, the
franchising authority may attempt to impose more
burdensome or onerous franchise requirements on us in
connection with a request for such consent. Historically,
cable operators providing satisfactory services to their
subscribers and complying with the terms of their
franchises have typicaily obtained franchise renewals. We
believe that we have generally met the terms of our
franchise agreements and have provided quality levels of
service. We anticipate that our future franchise renewal
prospects generally will be favorable.

Various courts have considered whether franchising
authorities have the legal right to limit the number of
franchises awarded within a community and to impose
certain substantive franchise requirements (e.g. access
channels, universal service and other technical
requirements). These decisions have been inconsistent
and, until the United States Supreme Court rules
definitively on the scope of cable operators’ constitu-
tional and statutory protections, the legality of the
franchising process generally and of various specific
franchise requirements is likely to be in a state of flux.

Ownership Limitations
The Communications Act generally prohibits us from

owning or operating a SMATV or wireless cable system
in any area where we provide franchised cable service.

We may, however, acquire and operate SMATV systems
in our franchised service areas if the programming and
other services provided to SMATV subscribers are
offered according to the terms and conditions of our
franchise agreement.

The Communications Act also authorizes the FCC to
impose nationwide limuts on the number of subscribers
under the control of a cable operator and on the number
of channels that can be occupied on a cable system by
video programmers in which the cable operator has an
attributable ownership interest. The FCC has adopted
cable ownership regulations and established:

¢ a30% nationwide subscriber ownership limit,

* subscriber ownership information geporting
requirements, and

e attribution rules that identify when the
ownership or management by us or third parties
of other communications businesses, including
cable systems, television broadcast stations and
local telephone companies, may be imputed to
us for purposes of determining our compliance
with the FCC’s ownership restrictions.

Although a federal appellate court rejected constitutional
challenges to the statutory ownership limitations and the
United States Supreme Court recently declined to review
that case, an appeal challenging the FCC’s adoption of its
cable ownership regulations is currently pending in
federal court. We are unable to predict the outcome of
this judicial proceeding or the impact any ownership
restrictions might have on our business and operations.

The Communications Act eliminated the statutory
prohibition on the common ownership, operation or
control of a cable system and a television broadcast
station int the same market. While the FCC has eliminated
its regulations which precluded the cross-ownership of a
national broadcasting network and a cable system, it has
retained other regulations which prohibit the common
ownership of other broadcasting interests and cable
systems in the same geographical areas.

The 1996 amendments to the Communications Act
made far-reaching changes in the relationship between
local telephone companies and cable service providers.
These amendments:

* eliminated federal legal barriers to competition
inthe local telephone and cable communications
businesses, including allowing local telephone
companies to offer video services in their local
telephone service areas,
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e preempted state and local laws and regulations
which impose barriers to telecommunications
competition,

e set basic standards for relationships between
telecommunications providers, and

e generally limited acquisitions and prohibited
certain joint ventures between local telephone
companies and cable operators in the same
market.

Local telephone companies may provide service as
traditional cable operators with local franchises or they
may opt to provide their programming over unfranchised
“open video systems,” subject to certain conditions,
including, but not limuted to, setting aside a portion of
their channel capacity for use by unaffiliated program
distributors on a non-discriminatory basis. A federal
appellate court overturned various parts of the FCC's
open video rules, including the FCC's preemption of local
franchising requirements for open video operators. The
FCC has modified its open video rules to comply with the
federal court’s decision. We are unable to predict the
impact these rule modifications may have on our business
and operations.

Pole Attachment Regulation

The Communications Act requires the FCC to
regulate the rates, terms and conditions imposed by public
utilities for cable systems' use of utility pole and conduit
space unless state authorities demonstrate to the FCC that
they adequately regulate pole attachment rates, as is the
case in certain states in which we operate. In the absence
of state regulation, the FCC administers pole attachment
rates on a formula basis. The FCC’s original rate formula
governs the maximum rate certain utilities may charge for
attachments to their poles and conduit by cable operators
providing only cable services. The FCC also adopted a
second rate formuia that became effective in February
2001 and governs the maximum rate certain utilities may
charge for attachments to their poles and conduit by
companies providing telecommunications services,
including cable operators.

Any resulting increase in attachment rates due to the
FCC's new rate formula will be phased in over a five-year
period in equal annual increments, beginning in February
2001. Several parties have requested the FCC to
reconsider its new regulations and several parties
challenged the new rules in court. A federal appellate
court upheld the constitutionality of the new statutory
provision which requires that utilities provide cable
systems and telecommunications carriers with
nondiscriminatory access to any pele, conduit or
right-of-way controlled by the utility. However, the same
court determined in a separate case that the FCC did not

have authority to regulate the rates, terms and conditions
of cable operators’ pole attachments that are
simultaneously used to provide high-speed Internet access
and cable services. Based upon this decision, a number of
companies that control utility poles in areas served by us
have already announced and unilaterally implemented
significant changes in contract terms and increases in the
rates charged for cable pole attachments. We have joined
in several complaints filed at the FCC by various state
cable associations challenging certain utlities” rate
increases and the unilateral imposition of new contract
terms. Although the adverse appellate court decision has
been stayed pending review by the United States Supreme
Court, if the decision is not reversed, the contract terms
imposed by utilities on cable operators for pole
attachments will likely be more onerous. We are unable
to predict the outcome of the legal challenge to thEPCC’s
new regulations or the ultimate impact any revised FCC
rate formula, any new pole attachment rate regulations or
any elimination or modification of the FCC’s regulatory
authority might have on our business and operations.

Other Regulatory Requirements of the
Communications Act and the FCC

The Communications Act also includes provisions,
among others, regulating:

*  customer service,

*  subscriber privacy,

*  marketing practices,

* equal employment opportunity, and

* technical standards and equipment compatibility.

The FCC actively regulates other parts of our cable
operations and has adopted regulations implementing its
authority under the Communications Act.

The FCC may enforce its regulations through the
imposition of substantial fines, the issuance of cease and
desist orders and/or the imposition of other administrative
sanctions, such as the revocation of FCC licenses needed
to operate certain transmission facilities often used in
connection with cable operations. The FCC has ongoing
rulemaking proceedings that may change its existing rules
or lead to new regulations. We are unable to predict the
impact that any further FCC rule changes may have on
our business and operations.

Other bills and administrative proposals pertaining to
cable communications have previously been introduced in
Congress or have been considered by other governmental
bodies over the past several years. It is probable that
further attempts will be made by Congress and other
governmental bodies relating to the regulation of cable
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communications SErvices.

Copyright

Our cable communications systems provide our
subscribers with local and distant television and radio
broadcast signals which are protected by the copyright
Jaws. We generally do not obtain a license to use this
programming directly from the owners of the
programming; instead we comply with an alternative
federal copyright licensing process. In exchange for filing
certain reports and contributing a percentage of our
revenues to a federal copyright royalty pool, we obtain
blanket permission to retransmit copyrighted material.

In a report to Congress, the U.S. Copyright Office
recommended that Congress make major revisions to both
the cable television and satellite compulsory licenses.
Congress recently modified the satellite compulsory
license in a manner that permits DBS providers to
become more competitive with cable operators like us.
The possible simplification, modification or elimtnation
of the cable communications compulsory copyright
license is the subject of continuing legislative review. The
elimination or substantial modification of the cable
compulsory license could adversely affect our ability to
obtain suitable programming and could substantially
increase the cost of programming that remains available
for distribution to our subscribers. We are unable to
predict the outcome of this legislative activity.

Qur cable communications systems often utilize
music in the programs we provide to subscribers
including local advertising, local origination
programming and pay-per-view events. The right to use
this music is controlled by music performing rights
organizations who negotiate on behalf of their members
for license fees covering each performance. The cable
industry and one of these organizations have agreed upon
astandard licensing agreement covering the performance
of music contained in programs originated by cable
operators and in pay-per-view events. Negotiations on a
similar licensing agreement are in process with another
music performung rights organization. Rate courts
established by a federal court exist to determine
appropriate copyright coverage and payments in the event
the parties fail to reach a negotiated settlement. We are
unable to predict the outcome of these proceedings or the
amount of any license fees we may be required to pay for
the use of music. We do not believe that the amount of
such fees will be significant to our financial position,
results of operations or liquidity.

State and Local Regulation

Our cable systems use local streets and rights-of-way.
Consequently, we must comply with state and local
regulation which is typically imposed through the
franchising process. The terms and conditions of our
franchises vary materially from jurisdiction to
Jurisdiction. Each franchise generally contains provisions
governing:

* cable service rates,
* franchise fees,
* franchise term,

* system construction and maintenance
obligations, =

* system channel capacity,

*  design and technical performance,

*  customer service standards,

* franchise renewal,

* sale or transfer of the franchise,

e service territory of the franchisee,

* indemnification of the franchising authority,
¢ use and occupancy of public streets, and

* types of cable services provided.

A number of states subject cable systems to the
jurisdiction of state governmental agencies. Those states
in which we operate that have enacted such state level
regulation are Connecticut, New Jersey and Delaware.
State and local franchising jurisdiction is not unlimited,
however; it must be exercised consistently with federal
law. The Communications Act immunizes franchising
authorities from monetary damage awards arising from
the regulation of cable systems or decisions made on
franchise grants, renewals, transfers and amendments.

The summary of certain federal and state regulatory
requirements in the preceding pages does not describe all
present and proposed federal, state and local regulations
and legislation affecting the cable industry. Other existing
federal regulations, copyright licensing, and, tn many
jurisdictions, state and local franchise requirements, are
currently the subject of judicial proceedings, legislative
hearings and administrative proposals which could
change, in varying degrees, the manner 1in which cable
systems operate. We are unable to predict the outcome of
these proceedings or their impact upon our cable
operations at this time.
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Commerce and Content

The FCC does not directly regulate the content or
transmission of programming services like those offered
by QVC and E! Entertainment. The FCC does, however,
exercise regulatory authority overthe satellites and uplink
facilities which transmit programming services such as
those provided by QVC and E! Entertainment. The FCC
has granted, subject to periodic reviews, permanent
licenses to QVC for its uplink facilities (and for backup

equipment of certain of these facilities) at sufficient
power levels for transmission of the QVC service. The
FCC has licensing authority over satellites from which
QVC and E! Entertainment obtain transponder capacity,
but does not regulate their rates, terms or conditions of
service. The FCC could, however, alter the regulatory
obligations applicable to satellite service providers. The
QVC programming services offered in the UK and
Germany are regulated by the media authorities in those
countries.

EMPLOYEES

As of December 31, 2000, we had approximately
35,000 employees. Of these employees, approximately
18,000 were associated with cable communications,
approximately 11,000 were associated with commerce

ITEM2 PROPERTIES

Cable

A central receiving apparatus, distribution cables,
servers, analog and digital converters, cable modems,
customer service call centers and local business offices
are the principal physical assets of a cable
communications system. We own or lease the receiving
and distribution equipment of each system and own or
lease parcels of real property for the receiving sites,
customer service call centers and local business offices.
In order to keep pace with technological advances, we are
maintaining, periodically upgrading and rebuilding the
physical components of our cable communications
systems. '

Commerce
Television studios, customer service call centers,

business offices, product warehouses and distribution
" centers are the principal physical assets of our commerce

ITEM3 LEGAL PROCEEDINGS

We are subject to legal proceedings and claims which
arise in the ordinary course of our business. In the
opinion of our management, the amount of ultimate

ITEM 4

Not applicable.

and approximately 6,000 were associated with other
divisions. We believe that our relationships with our

employees are good. ~

operations. These assets include QVC’s studios and
offices, Studio Park, located in West Chester,
Pennsylvania. QVC owns the majority of these assets. In
order to keep pace with technological advances, QVC is
maintaining, periodically upgrading and rebuilding the
physical components of our commerce operations. QVC’s
warehousing and distnibution facilities will continue to be
upgraded over the next several years.

Content

Two large multi-purpose arenas, television studios
and business offices are the principal physical assets of
our content operations. We own the arenas and own or
lease the television studios and business offices of our
content operations.

We believe that substantially all of our physical
assets are 1n good operating condition.

liability with respect to these actions will not materially
affect our financial position, results of operations or
liquidity.

SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
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ITEM 4A EXECUTIVE OFFICERS OF THE REGISTRANT

The current term of office of each of our officers
expires at the first meeting of our Board of Directors
following the next Annual Meeting of Shareholders,
presently scheduled to be held in June 2001, or as soon

thereafter as each of their successors is elected and
qualified. The following table sets forth certain
information concerning our executive officers, including
their ages, positions and tenure as of December 31, 2000:

Officer
Name Age Since Position with Comcast
Ralph J. Roberts 80 1969 Chairman of the Board of Directors; Director
Julian A. Brodsky 67 1969 Vice Chairman of the Board of Directors; Director
Brian L. Roberts 4] 1986 President; Director
Lawrence S. Smith 53 1988 Executive Vice President
John R. Alchin 52 1990 Executive Vice President; Treasurer
Stanley L. Wang 60 1981 Executive Vice President - Law and Admunistration
Lawrence J. Salva 44 2000 Senior Vice President

Ralph J. Roberts has served as a Director and as our
Chairman of the Board of Directors for more than five
years. Mr. Roberts devotes a major portion of his time to
our business and affairs. Mr. Roberts has been the
President and a Director of Sural Corporation (*“Sural™),
a privately-held investment company and our controlling
shareholder, for more than five years. Mr. Roberts also
presently serves as a Director of Comcast Cable
Communications, Inc. Mr. Roberts is the father of Brian
L. Roberts.

Julian A. Brodsky has served as a Director and as our
Vice Chairman of the Board of Directors for more than
five years. Mr. Brodsky devotes a major portion of his
time to our business and affairs. Mr. Brodsky presently
serves as the Treasurer and as a Director of Sural. Mr.
Brodsky is also a Director of RBB Fund, Inc. and NDS
Group plc.

Brian L. Roberts has served as our President and as
a Director for more than five years. Mr. Roberts devotes
a major portion of his time to our business and affairs.
Mr. Roberts presently serves as Vice President and as a
Director of Sural. As of December 31, 2000, our shares
owned by Sural constituted approximately 87% of the
voting power of the two classes of our voting common
stock combined. Mr. Roberts has sole voting power over
stock representing a majority of voting power of all Sural
stock and, therefore, has voting control over Comcast.
Mr. Roberts ts our Principal Executive Officer. Mr.
Roberts also presently serves as a Director of Comcast

Cable Communications, Inc. and The Bank of New York.
Mr. Roberts is a son of Ralph J. Roberts.

Lawrence S. Smuth has served as an Executive Vice
President for more than five years. For more than five
years prior to January 2000, Mr. Smith served as our
Principal Accounting Officer. Mr. Smith also presently
serves as a Director of Comcast Cable Communications,
Inc.

John R. Alchin was named an Executive Vice
President in February 2000. Prior to that time, Mr. Alchin
served as our Treasurer and as a Senior Vice President for
more than five years. Mr. Alchin is our Principal
Financial Officer.

Stanley L. Wang was named Executive Vice
President - Law and Administration in February 2000.
Prior to that time, Mr. Wang served as a Senior Vice
President and as our Secretary and General Counsel for
more than five years. Mr. Wang also presently serves as
a Director of Comcast Cable Communications, Inc.

Lawrence J. Salva joined the Company in January
2000 as Senior Vice President and Chief Accounting
Officer. Prior to that time, Mr. Salva was a national
accounting consulting partner in the public accounting
firm of PricewaterhouseCoopers for more than five years.
Mr. Salva has served as our Principal Accounting Officer
since January 2000.
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PART 11

ITEMS
MATTERS

Our Class A Special Common Stock is included on
Nasdaq under the symbol CMCSK and our Class A
Common Stock 1s included on Nasdaq under the symbol
CMCSA. There is no established public trading market
for our Class B Common Stock. Our Class B Common
Stock can be converted, on a share for share basis, into

MARKET FOR THE REGISTRANT’S COMMON EQUITY AND RELA'i‘ED STOCKHOLDER

Class A Special or Class A Common Stock. The
following table sets forth, for the indicated periods, the
closing price range of our Class A Special and Class A
Common Stock as furnished by Nasdaqg (as adjusted for
our two-for-one stock split in the form of a 100% stock
dividend in May 1999).

Class A
Special Class A
High Low High Low

2000 P
FirstQuarter .. ............cooiiiiiii.. $54 9/16  $38 5/16 $51 7/16 $36 1/4
SecondQuarter .. ............... e 44 3/16 29 3/4 41 3/4 29  3/4
ThirdQuarter ........... ... ... .., 41 1/16 31 /16 40 11/16 30 34
FourthQuarter ...................cciiv... 43 15/16 34 43 15/16 33 778
1999
FirstQuarter . ..., $38 9/16 $29 518 $37 11/32 $28 15/16
SecondQuarter. ...........cooivenan.... 42 29 7/16 39 11/16 28 3/8
ThirdQuarter ..............iiiienennann.. 41 9/16 32 58 38 9/16 29 7/16
FourthQuarter .............. ... .c.ccovun.... 56 112 35 11/16 53 18 32 1/16

We began paying quarterly cash dividends on our
Class A Common Stock in 1977. From 1978, we paid
equal dividends on shares of both our Class A Common
Stock and our Class B Common Stock. From December
1986, when the Class A Special Common Stock was
issued, through March 1999 we paid equal dividends on
shares of our Class A Special, Class A and Class B
Common Stock. We declared dividends of $.0467 for the
year ended December 31, 1998 on shares of our Class A
Special, Class A and Class B Common Stock (as adjusted
for our two-for-one stock split in the form of a 100%
stock dividend in May 1999). Our Board of Directors
eliminated the quarterly cash dividend on all classes of
our common stock in March 1999. We do not intend to
pay dividends on our Class A Special, Class A or Class
B Common Stock for the foreseeable future.

If you hold shares of our Class A Special Common
Stock, you cannot vote in the election of directors or

otherwise, except where class voting is required by law.
In that case, if you hold Class A Special Common Stock,
you have one vote per share. Generally, 1f you hold Class
A Common Stock, you have one vote per share. If you
hold Class B Common Stock, you have 15 votes per
share. Generally, including the election of directors,
holders of Class A Common Stock and Class B Common
Stock vote as one class except where class voting is
required by law. If you hold Class A Common Stock or
Class B Common Stock, you have cumulative voting
rights.

As of December 31, 2000, there were 4,066 record
holders of our Class A Special Common Stock, 1,597
record holders of our Class A Common Stock and one
record holder of our Class B Common Stock.
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ITEM 6 SELECTED FINANCIAL DATA

Year Ended Decembi;r 3,
2000(1) 1999(1) 1998(1) 1997 199¢
(Dollars in millions, except per share data)

Statement of Operations Data:

Revenues (2) .« oo v $8,218.6 36,5292  $5419.0 $4,700.4 3$3.3813.8
Operating (loss) income ..................... (161.0) 664.0 557.1 466.6 465.9
Income (loss) from continuing operations before

extraordinary stems . ........... ... 2,045.1 780.9 1,007.7 (182.9) 6.4)
Discontinued operations (3) .................. 335.8 (31.4) (25.6) (46.1)
Extraordinary itéms . . ............... oo (23.6) (51.0) (4.2) (30.2) (1.0)
Net income (l0SS) ... ..o 2,0215 1,065.7 972.1 (238.7 (33.5)

Basic earnings (loss) for common stockholders
per common share (4)
Income (loss) from continuing operations

before extraordinary items . ............. $2.27 $1.00 $1.34 $29) B.on
Discontinued operations (3) .. ............. 45 (.04) (.04) (.10)
Extraordinaryitems ....................¢ (.03) (.07 (.01) (.04)
Netincome (108S) .. ........ccviuveennn.n. $2.24 $1.38 $1.29 (3.37) ($.11)

Diluted earnings (loss) for common
stockholders per common share (4)
Income (loss) from continuing operations

before extraordinary items .............. $2.16 $.95 $1.25 ($.29) (3.01)
Discontinued operations (3) ............... 41 (.03) (.04) (.10)
Extraordinaryitems ............... ... ... (.03) (.06) (.01 (.04)
Netincome (10S8) ..o oo vevveeanennnnns $2.13 $1.30 $1.21 ($.37) ($.11)

Cash dividends declared per common share (4) . .. $.0467 $.0467 $.0467

Balance Sheet Data (at year end):

Total ASSELS .+ . . oot it e $35,744.5 $28,685.6 $14,710.5 $11,234.3 $10,660.4

Working capital (deficit) . .................... 1,102.2 4,226.3 2,497.0 13.6 (12.6)
Long-termdebt (5) ..., 10,517.4 8,707.2 5,464.2 5,334.1  5,998.3

Stockholders’ equity .. ........... ... ... ... 14,086.4 10,341.3 3,815.3 1,646.5 551.6

Supplementary Financial Data:
Operating income before depreciation and

amortization (6) . ...... ..ot $2,470.3 $1.880.0 $1,496.7 $1,293.1 31,047.0
Net cash provided by (used in){(7) .............

Operating activities ..................... 1,219.3 1,249.4 1,067.7 844.6 644.5

Financing activities ..................... (271.4) 1,341.4 809.2 2839 (88.0)

Investing activities . ..................... (1,218.6) (2,539.3) (1,415.3) (1,045.8) (749.5)

(1) Youshould see “Management’s Discussion and Analysis of Financtal Condition and Results of Operations™ in Item 7
of this Annual Report for a discussion of events which affect the comparability of the information reflected in this
financial data.

(2) We have adjusted these amounts in accordance with Emerging Issues Task Force No. 00-10, “Accounting for
Shipping and Handling Fees and Costs” (see Note 2 to our consolidated financial statements in [tem 8 of this Annual
Report).

(3) InJuly 1999, we sold Comcast Cellular Corporation to SBC Communications, Inc. Comcast Cellular is presented as
a discontinued operation for all periods presented (see Note 3 to our consolidated financial statements in Item 8 of
this Annual Report).

(4) We have adjusted these for our two-for-one stock split in the form of a 100% stock dividend in May 1999 (see Note
6 to our consolidated financial statements in Item 8 of this Annual Report).

(5) Includes a $666.0 mullion adjustment to carrying value at December 31, 1999 (see Note 3 to our consolidated financial
statements in Item 8 of this Annual Report).
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(6) Operating income before depreciation and amortization is commonly referred to in our businesses as “‘operating cash
flow.” Operating cash flow is a measure of a company’s ability to generate cash to service its obligations, including
debt service obligations, and to finance capital and other expenditures. In part due to the capital intensive nature of
our businesses and the resulting significant level of non-cash depreciation and amortization expense, operating cash
flow is frequently used as one of the bases for comparing businesses in our industries, although our measure of
operating cash flow may not be comparable to similarly titled measures of other companies. Operating cash flow is
the primary basis used by our management to measure the operating performance of our businesses. Operating cash
flow does not purport to represent net income or net cash provided by operating activities, as those terms are defined
under generally accepted accounting principles, and should not be considered as an alternative to those measurements
as an indicator of our performance.

(7) This represents net cash provided by (used in) operating activities, financing activities and investing activities as
presented in our consolidated statement of cash flows which is included in Item & of this Annual Report.
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iITEM7
RESULTS OF OPERATIONS

Overview

We have experienced significant growth in recent
years through both strategic acquisitions and growth in
our existing businesses. We have historically met our
cash needs for operations through our cash flows from
operating activities. Cash requirements for acquisitions
and capital expenditures have been provided through our
financing activities and sales of investments, as well as
our existing cash, cash equivalents and short-term
investments.

We have acquired and we anticipate acquiring cable
communications systems in new communities in which
we do not have established relationships with the
franchising authority, community leaders and cable
subscribers. Further, a substantial number of new
employees are being and must continue to be integrated
into our business practices and operations. Our previously
announced cable systems exchanges with AT&T Corp.
(“AT&T") and Adelphia Communications (“Adelphia™)
closed on December 31, 2000 and January 1, 2001,
respectively. Our previously announced cable systems
acquisition from AT&T, which is subject to customary
closing conditions and regulatory approvals, is expected
to close by the end of the second quarter of 2001. Our
results of operations may be significantly affected by our
ability to efficiently and effectively manage these
changes.

General Developments of Business

See “General Developments of Business” in Part I
and Note 3 to our consolidated financial statements in
Item 8.

Liquidity and Capital Resources

The cable communications and the electronic
retailing 1ndustries are experiencing increasing
competition and rapid technological changes. Our future
results of operations will be affected by our ability to
react to changes in the competitive environment and by
otrr ability to implement new technologies. However, we
believe that competition and technological changes will
not significantly affect our ability to obtain financing.

We believe that we will be able to meet our current
and long-term liquidity and capital requirements,
including fixed charges, through our cash flows from
operating activities, existing cash, cash equivalents and
investments, and through available borrowings under our
existing credit facilities.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

Cash, Cash Equivalents and Short-term Investments

We have traditionally maintained significant levels of
cash, cash equivalents and short-term investments to meet
our short-term liguidity requirements. Our cash
equivalents and short-term investments are recorded at
farr value. Cash, cash equivalents and short-term
investments as of December 31, 2000 were $3.711
billion, substantially all of which is unrestricted. See Note
4 to our consolidated financial statements included in
Item 8.

Capital Expenditures —

During 2001, we expect to incur approximately $1.65
billion of capital expenditures in our cable, commerce and
content businesses, including approximately $1.45 billion
for our cable operations.

Cable

We expect our 2001 cable capital expenditures will
include approximately $550 million for the upgrading and
rebuilding of certain of our cable communications
systems, approximatety $550 million for the deployment
of cable modems, digital converters and new service
offerings, and the remainder for recurring capital projects.

The amount of such capital expenditures for years
subsequent to 2001 will depend on numerous factors,
some of which are beyond our control including:

*  competition,

* cable system capacity of newly acquired
systems, and

e the timing and rate of deployment of new
services.

National manufacturers are the primary source of
supplies, equipment and materials utilized in the
construction, rebuild and upgrade of our cable
communications systems. Costs have increased during
recent years and are expected to continue to increase as a
result of the need to construct increasingly complex
systems, overall demand for labor and other factors.
Future increases 1n such costs may be significant to our
financial position, results of operations and liquidity.

Commerce
During 2001, we expect to incur approximately $150

mullion for our majority-owned electronic retailing
subsidiary, QVC, Inc. (“QVC”), primarily for the
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upgrading of QVC's warehousing facilities, distribution
facilities and information systems.

New Business Initiatives

During 2001, we expect to incur $275 nullion to
$325 million of capital expenditures in our new business
initiatives primarily for'the construction of our domestic
wireline business and the construction of our
international wireless operations. The amount of such
capital expenditures for 2001 will depend on the timing
and rate at which we elect to deploy resources in the
targeted service areas.

We anticipate capital expenditures for years
subsequent to 2001 will continue to be significant. As of
December 31, 2000, we do not have any significant
contractual obligations for capital expenditures.

Financing

See Notes 5 and 6 to our consolidated financial
statements included in Item 8.

The $1.587 billion increase in our long-term debt,
including current portion, results principally from the
$2.146 billion of aggregate debt that we assumed in
connection with our acquisitions of Lenfest
Communications, Inc. (“Lenfest”) in January 2000 and
Prime Communications LLC (“Prime”) in August 2000
(see Notes 3 and 5 to our consolidated financial
statements included in Item 8), $107.0 million of
borrowings, net of retirements and repayments, and the
$666.0 million reduction to the carrying value of our
2.0% Exchangeable Subordinated Debentures due 2029
(the “ZONES™) during the year ended December 31,
2000 (see Note 5 to our consolidated financial statements
included in Item 8).

As of December 31, 2000 and 1999, our long-term
debt, including current portion, was $10.811 billion and
$9.225 billion, respectively. Excluding the effects of
interest rate risk management instruments, 28.5% and
25.4% of our long-term debt as of December 31, 2000
and 1999, respectively, was at vanable rates.

In January 2001, our indirect wholly owned
subsidiary, Comcast Cable Communications, Inc.
("Comcast Cable") sold an aggregate of $1.5 billion of
public debt consisting of $500.0 million of 6.375%

Senior Notes due 2006 and $1.0 billion of 6.75% Senior
Notes due 2011. In January 2001,.we issued an additional
$192.8 million principal amount at maturity of our Zero
Coupon Convertible Debentures due 2020 (the “Zero
Coupon Debentures” - see Note 5 to our consolidated
financial statements included in Item 8). We used
substantially all of the net proceeds from the offerings to
repay a portion of the amounts outstanding under
Comcast Cable’s commercial paper program and bank
credit facility. After giving effect to these subsequent
transactions, and excluding the effects of interest rate risk
management instruments, 13.5% of our long-term debt
was at variable rates.

We have, and may from time to time in the future,
depending on certain factors including market conditjons,
make optional repayments on our debt obligations, which
may include open market repurchases of our outstanding
pubtic notes and debentures,

Interest Rate Risk Management

We are exposed to the market risk of adverse changes
in interest rates. To manage the volatility relating to these
exposures, we maintain a mix of fixed and vanable rate
debt and enter into various derivative transactions
pursuant to our policies. Positions are monitored using
techniques including market value and sensitivity
analyses. We do not hold or issue any derivative financial
instruments for trading purposes and are not a party to
leveraged instruments. The credit risks associated with
our derivative financial instruments are controlled
through the evaluation and monitoring of the
creditworthiness of the counterparties. Although we may
be exposed to losses in the event of nonperformance by
the counterparties, we do not expect such losses, if any,
to be significant.

Using interest rate exchange agreements (“Swaps™),
we agree to exchange, at specified intervals, the
difference between fixed and vanable interest amounts
calculated by reference to an agreed-upon notional
principal amount. Interest rate cap agreements (“Caps™)
are used to lock in a maximum interest rate should
variable rates rise, but enable us to otherwise pay lower
market rates. Interest rate collar agreements (“Collars™)
limit our exposure to and benefits from interest rate
fluctuations on variable rate debt to within a certain range
of rates.
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The table set forth below summarizes the fair values and contract terms of financial instruments subject to interest rate risk
maintained by us as of December 31, 2000 (dollars in mullions):

Fair
Expected Maturity Date Value at
2001 2002 2003 2004 2005 Thereafter  Total 12/31/00
Debt
FixedRate .................. $107.9 $208.6 $7.9 33086 $705.9 $6,386.2 $7,725.1 $7,165.3
Average Interest Rate . .. .. ... 10.2% 9.6% 8.0% 8.1% 8.3% 5.3% 5.9%
VariableRate . ............... $186.0 $2394 $61.3 $0.1 $2,597.6 $1.8 $3,086.2 $3,086.2
Average Interest Rate .. ...... 6.8% 6.4% 64% 7.9% 6.8% 7.9% 6.8%
Interest Rate Instruments
Variable to Fixed Swaps ....... $197.5 81435  $36.7 $377.7 $3.7
AveragePayRate ......... .. 5.5% 4.9% 4.9% 5.2%
Average Receive Rate ....... 6.4% 6.0% 6.0% 6.2%
Fixed to Variable Swaps ....... $300.0 $150.0 $450.07  $3.2
Average PayRate ........... 7.5% 7.9% 7.7%
Average Receive Rate ....... 8.1% 8.3% 8.2%

The notional amounts of 1nterest rate instruments, as
presented in the table above, are used 1o measure interest
to be paid or received and do not represent the amount of
exposure to credit loss. The estimated fair value
approximates the proceeds (costs) to settle the
outstanding contracts. Interest rates on variable debt are
estimated by us using the average implied forward
London Interbank Offer Rate (“LIBOR”) rates for the
year of maturity based on the yield curve in effect at
December 31, 2000, plus the borrowing margin in effect
for each credit facility at December 31, 2000. Average
receive rates on the Variable to Fixed Swaps are
estimated by us using the average implied forward
LIBOR rates for the year of maturity based on the yield
curve in effect at December 31, 2000. While Swaps, Caps
and Collars represent an integral part of our interest rate
risk management program, their incremental effect on
interest expense for the years ended December 31, 2000,
1999 and 1998 was not significant.

Equity Price Risk Management

During the year ended December 31, 1999, we
entered nto cashless collar agreements (the “Equity
Collars™) covering $1.365 billion notional amount of
mvestment securities which were accounted for at fair
value. The Equity Collars limit our exposure to and
benefits from price fluctuations in the underlying equity
securities. The Equity Collars mature between 2001 and
2003. As we have accounted for the Equity Collars as a
hedge, changes in the value of the Equity Collars were
substantially offset by changes in the value of the
underlying investment securities which were also marked-
to-market through accumulated other comprehensive
income in our consolidated balance sheet.

We adopted Statement of Financial Accounting
Standards No. 133, *“Accounting for Derivative
Instruments and Hedging Activities”, as amended, on
January 1, 2001, as required by the new statement. We
refer you to page 29 for a discussion of the expected
impact the adoption of the new statement will have on our
consolidated financial position and results of operations.

Statement of Cash Flows

Cash and cash equivalents decreased $270.7 million
as of December 31, 2000 from December 31, 1999. The
decrease in cash and cash equivalents resulted from cash
flows from operating, financing and investing activities as
explained below.

Net cash provided by operating activities from
continuing operations amounted to $1.219 billion for the
year ended December 31, 2000 due principally to our
operating income before depreciation and amortization
(see “Results of Operations”), offset by changes in
working capital as a result of the timing of receipts and
disbursements and the effects of net interest and current
INcome tax expense.

Net cash used in financing activities from continuing
operations, which includes borrowings and repayments of
debt, as well as the issuances and repurchases of our
equity securities, was $271.4 million for the year ended
December 31, 2000. During the year ended December 31,
2000, we borrowed $5.435 billion, consisting of $2.150
billion of borrowings under Comcast Cable’s commercial
paper program, $2.283 billion of borrowings under
subsidiary revolving lines of credit and $1.002 billion
through the issuance of our $1.285 billion principal
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amount at maturity of Zero Coupon Debentures. During
the year ended December 31, 2000, we repaid $5.357
billion of our long-term debt, consisting primarily of
$3.861 billion of repayments on certamn of our revolving
credit facilities, $826.7 million of repayments under
Comcast Cable’s commercial paper program and $615.7
million of aggregate repurchases of various of our senior
notes and of our senior subordinated debentures. In
addition, during the year ended December 31, 2000, we
received proceeds of $30.5 million related to issuances of
our common stock and the sale of put options on our
common stock, we repurchased $324.9 million of our
common stock, and we incurred $55.8 million of deferred
financing costs.

Net cash used in investing activities from continuing
operations was $1.219 billion for the year ended
December 31, 2000. Net cash used in investing activities
includes the effects of acquisitions, net of cash acquired,
of $187.3 million, consisting of our acquisition of certain
cable communications systems, investments of $1.011
billion, capital expenditures of $1.637 billion and
additions to deferred charges of $409.2 million, offset by
net proceeds from sales of short-term investments of
$1.028 billion and proceeds from sales of investments of
$997.3 million.

Results of Operations

The effects of our recent acquisitions were to
mcrease our revenues and expenses, resulting in increases
in our operating income before depreciation and
amortization. The increases in our property and
equipment, deferred charges and long-term debt (see
Notes 5 and 8 to our consolidated financial statements
included 1n Item 8) and the corresponding increases in
depreciation expense, amortization expense and interest
expense from 1999 to 2000 and from 1998 to 1999 are
primarily due to the effects of our acquisitions of Jones
Intercable, Inc. (*“Jones Intercable™), Lenfest and Prime
in April 1999, January 2000 and August 2000,
respectively, as well as our increased levels of capital
expenditures. T

During 2001, we expect to mcur $110 million to
$150 million of operating losses before depreciation and
amortization, primarily in connection with the expansion
of our new domestic wireline and international wireless
business initiatives. The amount of such operating losses
will depend on the timing and rate at which we elect to
deploy resources in the targeted service areas.

Our depreciation expense and amortization expense
for years subsequent to 2000 will increase significantly as
a result of our cable systems exchanges with AT&T and
Adelphia which closed on December 31, 2000 and
January 1, 2001, respectively.
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Our summarized consolidated financial information for the three years ended December 31, 2000 is as follows
(dollars in mullions, “NM" denotes percentage is not meaningful):

Year Ended
December 31, Increase/(Decrease)
2000 1999 3 %

Revenues ............ouiiiii i $8,218.6  $6,529.2 $1,689.4 25.9%
Cost of goods sold from electronic retailing ............... 2,284.9 2,060.0 2249 10.9
Operating, selling, general and administrative expenses ... ... 3.463.4 2,589.2 874.2 338
Operating income before depreciation and amortization (1) . .. 2,470.3 1,880.0 590.3 314
Depreciation .. ........ ... . ... e 837.3 572.0 265.3 46.4
AmOrtization ............ .. 1,794.0 644.0 1,150.0 NM
Operating (loss) income . ...........coviiiiiieinin... (161.0) 664.0 (825.0) NM
Interestexpense ................ . 691.4 5383 15371 28.4
Investmentincome . ...... ... (983.9) (629.5) 354.4 56.3
(Income) expense related to indexed debt .. ............... (666.0) 666.0 1,332.0 NM
Equity 1n net losses (income) of affiliates ................. 21.3 (1.4) (22.7) NM
Other iNCOME .. ... .. ... (2,825.5) (1,409.4) 1,416.1 NM
Income tax eXpense .......... ...t 1,441.3 723.7 717.6 99.2
Minority interest . . ... ...t (115.3) 4.6 (119.9) NM
Income from continuing operations before

extraordinary items ........... ... it $2.045.1 $780.9 $1,264.2 NM

Year Ended
December 31, Increase/(Decrease)
1999 1998 b %

Revenues .......... ... . it $6,529.2 354190 $1,110.2 20.5%
Cost of goods sold from electronic retailing ............... 2,060.0 1,735.7 3243 18.7
Operating, selling, general and administrative expenses . .. ... 2,589.2 2,186.6 402.6 18.4
Operating income before depreciation and amortization (1) ... 1,880.0 1,496.7 383.3 25.6
Depreciation .. ..... ...t 572.0 463.9 108.1 233
AMOITIZALION . ...ttt e 644.0 475.7 168.3 354
Operating income . ............o i 664.0 557.1 106.9 19.2
INtErest EXPEenSE . ... vt e 5383 466.7 71.6 153
Investment (income) expense . . ..........ciiiiiin... (629.5) 187.8 (817.3) NM
Expense related to indexeddebt . .. ....... ... ... ... . ... 666.0 666.0 NM
Equity in net (income) losses of affiliates ................. (1.4) 5159 5173 NM
Gain from equity offering of affiliate .................. .. (157.8) (157.8) NM
Otherincome . ......... ...t (1,409.4) (2,012.9) (603.5) (30.0)
Income tax eXpense .. ..........c.iiiiiiiiii., 723.7 594.0 129.7 21.8
Minority interest . . ... ... e 4.6 443 (39.7) (89.6)
Income from continuing operations before

extraordinary items .. ................ ... ... $780.9 $1,007.7 ($226.8) (22.5%)

(1) Operating income before depreciation and amortization is commonly referred to in our businesses as “operating
cash flow.” Operating cash flow is a measure of a company's ability to generate cash to service its obligations,
including debt service obligations, and to finance capital and other expenditures. In part due to the capital intensive
nature of our businesses and the resulting significant level of non-cash depreciation and amortization expense,
operating cash flow is frequently used as one of the bases for comparing businesses in our industries, although our
measure of operating cash flow may not be comparable to simularly titled measures of other companies. Operating
cash flow 1s the primary basis used by our management to measure the operating performance of our businesses.
Operating cash flow does not purport to represent net income or net cash provided by operating activities, as those
terms are defined under generally accepted accounting principles, and should not be considered as an alternative
to such measurements as an indicator of our performance. See “Statement of Cash Flows™ above for a discussion
of net cash provided by operating activities.
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Operating Results by Business Segment

The following represent the operating results of our
significant business segments, including: “Cable™ and
“Commerce.” The remaining components of our
operations are not independently significant to our

consolidated financial position or results of operations
(see Note 10 to our consolidated financial statements
included in Item 8).

Cable

The following table presents financial information for the years ended December 31, 2000, 1999 and 1998 for our

cable segment (dollars in millions):

Analogvideo .......... .. .. ... .
Digital video . .. . ........ ... .
Cablemodem .......... ... ... ... ... . ..
Advertisingsales ........... ... . .. oL
Other ... ... ... .

Operating, selling, general and administrative expenses

Operating income before depreciation and amortization (a) . .

Analogvideo ...... ... ... .. .
Digital video . . .. ... ... ... ... . ... ..
Cablemodem .......... .. ... .. i i,
Advertisingsales .......... .. .. . . L i
Other ....... . .. e

Serviceincome . ............... i,

Operating, seiling, general and administrative expenses

Operating income before depreciation and amortization (a) . .

(a) See footnote (1) on page 25.

Of the $978.8 million increase from 1999 to 2000 in
analog video service income, which consists of our basic,
expanded basic, premium and pay-per-view services,
$885.9 million is attributable to the effects of our
acquusitions of Jones Intercable, Lenfest and Prime in
April 1999, January 2000 and August 2000, respectively,
and $92.9 million relates principally to changes in rates
and subscriber growth in our historical operations, offset
by slightly lower pay-per-view revenue. The increase
from 1999 to 2000 in digital video service income is due
primarily to the addition of approximately 839,000 digital
subscriptions during the year ended December 31, 2000
and, to a lesser extent, to the effects of a new, higher-
priced digital service offering made in the second half of

Year Ended
December 31, Increase
2000 1999 $ %
... $3,536.8 $2,558.0 $978.8 38.3%
- 114.5 309 83.6 NM
. 114.4 44.5 69.9 ¥
o 290.2 190.3 999 52.5
. 129.1 105.6 23.5 22.3
.. 4,185.0 2,929.3 1,255.7 42.9
.. 2,285.4 1,576.3 709.1 45.0
$1,899.6 $1,353.0 $546.6 40.4%
Year Ended
December 31, Increase
1999 1998 3 %
... 32,5580 $2,036.6 $5214 25.6%
- 30.9 2.2 28.7 NM
co 44.5 14.3 30.2 NM
o 190.3 138.7 51.6 37.2
C 105.6 85.6 20.0 234
. 2,929.3 2,277.4 651.9 28.6
e 1,576.3 1,180.8 395.5 335
$1.353.0 $1,096.6 $256.4 23.4%

2000. The increase from 1999 to 2000 in cable modem
service income is primarily due to the addition of
approximately 258,000 cable modem subscribers during
the year ended December 31, 2000. Approximately one-
half of the increase from 1999 to 2000 in advertising sales
revenue is attributable to the effects of our acquisition of
Lenfest, with the remaining increase attributable to the
effects of the 2000 political campaigns and increased
cable viewership. The increase from 1999 to 2000 in
other service income, which includes installation
revenues, guide revenues, commissions from electronic
retailing and other product offerings, is primarily
attributable to our acquisitions of Lenfest and Jones
Intercable.
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Of the $521.4 million increase from 1998 to 1999 in
analog video service income, $378.5 million is
attributable to the effects of our acquisitions of Jones
Intercable and Greater Philadelphia Cablevision, Inc. 1n
April 1999 and June 1999, respectively, and $142.9
million relates principally- to changes in rates and
subscriber growth in our historical operations and higher
pay-per-view revenue. The increase from 1998 to 1999 in
digital video service income is due primarily to the
addition of approximately 437,000 digital subscriptions
during the year ended December 31, 1999. The increase
from 1998 to 1999 in cable modem service income is
primarily due to the addition of approximately 91,000
cable modem subscribers during the year ended
December 31, 1999. The increase from 1998 to 1999 in
advertising sales revenue is primarily attributable to our
acquisition of Jones Intercable, strong economic

Commerce

conditions and increased cable viewership. The increase
from 1998 to 1999 in other service income 1s primarily
attributable to our acquisition of Jones Intercable.

The increases in operating, selling, general, and
admunistrative expenses from 1999 to 2000 and from
1998 to 1999 are primarily due to the effects of our
acquisitions of Jones Intercable, Lenfest and Prime,
increases in the costs of cable programming as a result of
changes in rates, subscriber growth and additional
channel offerings, the effects of cable modem subscriber
growth, and, to a lesser extent, to increases in labor costs
and other volume related expenses in our historical
operations. We anticipate the cost of cable programming
will increase in the future as cable programming rates
increase and additional sources of cable programming
become available. ==

The following table sets forth the operating results for our commerce segment, which consists of QVC, Inc. and

subsidiaries {dollars in millions):

Net sales from electronic retailing . ...................
Cost of goods sold from electronic retailing . ...........
Operating, selling, general and administrative expenses . . .
Operating income before depreciation and amortization (a) . .

Gross Margin .. .........uvunienirenenneennrninen.

Net sales from electronic retailing .. ..................
Cost of goods sold from electronic retailing ............
Operating, seiling, general and administrative expenses . . .
Operating income before depreciation and amortization (a) ..

GroSS MATZIM - .0 vttt

(a) See footnote (1) on page 25.

The increase in net sales from electronic retailing
from 1999 to 2000 is primarily attributable to the effects
of 4.7%, 10.0% and 41.0% increases in the average
number of homes receiving QVC services in the United
States (“US”), United Kingdom (“UK™) and Germany,
respectively; increases of 5.5% and 9.4% in net sales per
home in the US and Germany (in Deutschemarks),
respectively, and a 10.6% decrease in net sales per home
in the UK (in British pounds); and the negative effects of
fluctuations in foreign currency exchange rates during the
year.

Year Ended
December 31, Increase
2000 1999 $ %
.. $3,535.9 $3,167.4 $368.5 11.6%
.. 2,284.9 2,060.0 224.9 10.9
.. 631.8 568.6 63.2 11.1
$619.2 $538.8 $80.4 14.9%
.. 35.4% 35.0%
Year Ended
December 31, Increase
1999 1998 3 %o
.. $31674 $2,676.4 $491.0 18.3%
.. 2,060.0 1,735.7 324.3 18.7
.. 568.6 506.5 62.1 12.3
$538.8 $434.2 $104.6 24.1%
.. 35.0% 35.1%

The increase in net sales from electronic retailing
from 1998 to 1999 is primarily attributable to the effects
of 4.1%, 11.4% and 35.2% increases in the average
number of homes receiving QVC services in the US, UK
and Germany, respectively; increases of 8.5%, 8.4% and
60.9% in net sales per home in the US, UK (in British
pounds) and Germany (in Deutschemarks), respectively;
and the negative effect of fluctuations in the
Deutschemark exchange rate during the year.
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The increases in cost of goods sold from electronic
retailing are primarily related to the growth in net sales.
The changes in gross margin are a result of shifts in sales
mix.

In connection with new accounting guidance issued
during the year ended December 31, 2000 (see discussion
of EITF 00-10 in Note 2 to our consolidated financial
statements included in Item 8), QVC reclass:fied shipping
and handling revenue from cost of goods sold from
electronic retailing to net sales from electronic retailing
for all periods presented. This reclassification had no
effect on QVC's reported operating income before

depreciation and amortization and no significant effect on
growth 1n net sales from electronic retailing. The effect of
the reclassification was to increase QVC's net sales from
electronic retailing by approximately 1 1% and to decrease
gross margin by approximately four percentage points,
respectively, for the years ended December 31, 1999 and
1998 as compared to the amounts previously reported.

The increases in operating, selling, general and
administrative expenses from 1999 to 2000 and from
1998 to 1999 are primarily attributable to higher variable
costs and personnel costs associated with the increases in
sales volume.

Consolidated Analysis
Interest Expense

The increases 1n interest expense from 1999 to 2000
and from 1998 to 1999 are primarily due to the effects of
our acquisitions of Lenfest in January 2000 and Jones
Intercable in April 1999 and the issuance of the ZONES
in October and November 1999, offset, in part, by the net
effects of our borrowings and repayments and retirements
of debt. We anticipate that, for the foreseeable future,
interest expense will be a significant cost to us.

Investment (Income) Expense

During the years ended December 31, 2000, 1999
and 1998, we recognized pre-tax gains of $824.6 million,
$323.0 mullion and $0.7 million, respectively, on sales of
certain of our investments.

During the years ended December 31, 2000 and
1999, in connection with certain mergers of publicly
traded companies held by us and accounted for as
investments available for sale, we recognized pre-tax
gains of $62.1 million and $187.6 million, respectively,
representing the difference between the fair value of the
securities received by us and our basis in the securities
exchanged. Such gains were recorded as reclassifications
from accumulated other comprehensive income to
investment income.

During the years ended December 31, 1999 and
1998, we recorded investment expense of $18.1 million
and $105.5 miilion, respectively, related to changes in the
value of and the settlement of call options on certain of
our unrestricted equity investments, all of which expired
by November 1999.

During the years ended December 31, 2000, 1999
and 1998, we recorded pre-tax losses of $74.4 million,
$35.5 million and $152.8 mullion, respectively, on certain

of our investments based on a decline in value that was
considered other than temporary. o

(Income) Expense Related to Indexed Debt

The ZONES have been accounted for as an indexed
debt instrument since the maturity value is dependent
upon the fair value of Sprint PCS Stock. During the years
ended December 31, 2000 and 1999, we recorded
(income) expense related to indexed debt of ($666.0)
million and $666.0 million, respectively, to reflect the
(decrease) increase in fair value of the underlying Sprint
PCS Stock during the respective periods.

Equity in Net Losses (Income) of Affiliates

Equity in net losses of affiliates for the year ended
December 31, 1998 consists primarily of our
proportionate share of the net losses of Sprint PCS,
Comcast UK Cable Partners Limited (“Comcast UK
Cable™)and Teleport Communications, Inc. (“Teleport™).
As a result of the restructuring of Sprint PCS, the sale of
our interest in Comcast UK Cable and the merger of
Teleport into AT&T during the year ended December 31,
1998 (see “Other Income” below), we no longer
accounted for these investments under the equity method.

Gain From Equity Offering of Affiliate

During the year ended December 31, 1998, in
connection with Teleport’s issuance of shares of its Class
A Common Stock, we recognized a $157.8 million
increase in our proportionate share of Teleport’s net
assets as a gain from equity offering of affiliate.

Other Income

In December 2000, in connection with our cable
systems exchange with AT&T pursuant to which we
received cable communications systems serving
approximately 770,000 subscribers in exchange for
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certain of our cable communications systems serving
approximately 700,000 subscribers, we recorded a pre-tax
gain of $1.711 billion, representing the difference
between the estimated fair value as of the closing date of
the transaction and our cost basis in the systems
exchanged.

In August 2000, we obtained the right to exchange
our Excite@Home Series A Common Stock with AT&T
and we waived certain of our Excite@Home Board level
and shareholder rights under a stockholders agreement
(see Note 4 to our consolidated financial statements
included in Item 8). In connection with the transaction,
we recorded a pre-tax gain of $1.045 billion, representing
the estimated fair value of the investment as of the closing
date.

In August 2000, we exchanged all of the capital stock
in a wholly owned subsidiary which held certain wireless
licenses for approximately 3.2 mullion shares of AT&T
common stock. In connection with the exchange, we
recognized a pre-tax gain of $98.1 million, representing
the difference between the fair value of the AT&T
common stock received of $100.0 million and our cost
basis in the subsidiary.

Other income for the year ended December 31, 1999
is primarily attributable to the receipt of a $1.5 billion
termination fee as liquidated damages from MediaOne
Group, Inc. (“MediaOne™), net of transaction costs, in
May 1999 as a result of MediaOne’s termination of its
Agreement and Plan of Merger with us dated March
1999.

In November 1998, we recognized a pre-tax gain of
$758.5 million on the restructuring of the ownership and
management control of Sprint PCS, representing the
difference between the aggregate fair value of the Sprint
PCS common stock, convertible preferred stock and
warrant received by us and our cost basis in our
partnership interest in Sprint PCS.

In October 1998, we recognized a pre-tax gain of
$148.3 million on the exchange of our interest in Comcast
UK Cable for approximately 4.8 mulilion shares of NTL
Incorporated (“NTL™) common stock, representing the
difference between the fair value of the NTL common
stock received by us and our cost basis in Comcast UK
Cable.

In July 1998, AT&T completed its merger with
Teleport. Upon closing of the merger, we received 36.3
million shares (as adjusted for AT&T’s 3-for-2 stock split
in April 1999) of AT&T common stock in exchange for
the 25.6 million shares of Teleport Class B Common
Stock held by us. As a result of the exchange, we
recognized a pre-tax gain of $1.092 billion, representing

the difference between the fair value of the AT&T
common stock receirved by us and our cost basis
Teleport.

Income Tax Expense

The 1ncreases in income tax expense from 1999 to
2000 and from 1998 to 1999 are primarily the result of
the effects of changes in our income before taxes and
munority interest, and non-deductible goodwill
amortization.

Minonity Interest

The changes in minority interest from 1999 to 2000
and from 1998 to 1999 are attributable to the effects of
our acquisition of a controlling interest ™ Jones
Intercable in Aprit 1999, our acquisition of the California
Public Employees Retirement System's 45% interest in
Comcast MHCP Holdings L.L.C. in February 2000 and
to changes in the net income or loss of our other less than
100% owned consolidated subsidiaries.

Extraordinary Items

Extraordinary items for the years ended
December 31, 2000, 1999 and 1998 consist of
unamortized debt issue costs and debt extinguishment
costs, net of related tax benefits, expensed in connection
with the redemption and refinancing of certain
indebtedness.

We believe that our operations are not materially
affected by inflation.

Expected Impact of Adoption of SFAS No. 133

We adopted Statement of Financial Accounting
Standards No. 133, “Accounting for Derivative
Instruments and Hedging Activities,” as amended, on
January 1, 2001, as required by the new statement. This
statement establishes accounting and reporting standards
for derivatives and hedging activities (see Note 2 to our
consolidated financial statements included in Item 8).
Adoption of the new statement will affect our accounting
for our indexed debt instruments, equity option
agreements, cashless collar agreements on investment
securities, equity warrant agreements, and interest rate
exchange agreements.

Under the new statement, our derivative instruments,
which are comprised solely of derivative financial
instruments, must be recorded at fair value on our
consolidated balance sheet with changes in fair value
recorded, except under specific circumstances, to our
consolidated statement of operations. Recording changes
in the fair value of our derivative instruments to our
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consolidated statement of operations represents a change
from our current accounting whereby generally these
changes are recorded as a component of stockholders’
equity. When specific circumstances exist, hedge
accounting is permitted when the derivative instrument 1s
designated as a hedge. Hedge accounting permits changes
in the fair value of our derivative instruments to be either
substantially offset in-our consolidated statement of
operations by changes in the fair value of the hedged item
or deferred as a component of stockholders' equity until
the hedged item is recognized in our consolidated
statement of operations.

On January |, 2001, in connection with our adoption
of the new statement, we reclassified our investment in
Sprint PCS from an available for sale security to a trading
security. In connection with this reclassification, we
expect to record pre-tax investment income of
approximately $1.1 billion, representing the accumulated
unrealized gain on our investment in Sprint PCS
previously recorded as a component of stockholders'
equity. Further, beginning in the first quarter of 2001, we
will record changes in the fair value of our investment in
Sprint PCS to investment income or expense in our
consolidated statement of operations. These adjustments
will be substantially offset by the changes in the fair
values of the Equity Collars described on page 23 and the
derivative component of our indexed debt instruments
described below.

Upon adoption of the new statement, the balance of
our indexed debt instruments, included in long-term debt,
will be reduced by approximately $400 million. The new
statement requires that we split our indexed debt
instruments nto their derivative and debt components.
We will record the debt component at a discount from its
value at maturity. Over the term of the indexed debt
instruments, increases in the value of the debt component
will be recorded to interest expense in our consolidated
statement of operations. Changes in the fair value of the

derivative component will be recorded to investment
income or expense in our consolidated statement of
operations.

Our right to exchange our Excite@Home common
stock with AT&T is a hedge of our investment in
Excite@Home. Therefore, although we have exercised
our right to exchange our investment with AT&T,
beginning in the first quarter of 2001 we will record
changes in the fair value of this investment and of our
investment in Excite @ Home common stock to investment

. income or expense in our consolidated statement of

operations until the transaction closes.

In connection with the adoption of the new
statement, we expect to recognize as income a cumulgtrve
effect of change in accounting principle, net of tax, of
approximately $400 million in the first quarter of 2001.
This gain will consist of the $400 million adjustment
related to our indexed debt instruments previously
described and approximately $200 million principally
related to the reclassification of gains previously
recognized as a component of other comprehensive
income on our equity derivative instruments, net of
related deferred income taxes.

The adoption of the new statement will also result in
a decrease in other comprehensive income as a result of
the reclassification to our consolidated statement of
operations of pre-tax gains of approximately $1.3 billion,
primarily related to our investment in Sprint PCS as
discussed above. The decrease will be recorded in the
first quarter of 2001, net of related deferred income taxes,
of approximately $450 million.

Adoption of the new statement will likely result in
volatility from period to period in investment (income})
expense as reported on our consolidated statement of
operations. We are unable to predict the effects this
volatility may have on our future earnings.
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ITEM 8 FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

INDEPENDENT AUDITORS' REPORT

Board of Directors and Stockholders
Comcast Corporation
Philadelphia, Pennsylvania

We have audited the accompanying consolidated balance sheet of Comcast Corporation and its subsidiaries as of
December 31, 2000 and 1999, and the related consolidated statements of operations, cash flows and stockholders' equity
for each of the three years in the period ended December 31, 2000. These financial statements are the responstbility of
the Company's management. Our responsibility is to express an opinion on these financial statements based on our
audits. We did not audit the consolidated financial statements of QVC, Inc. (“QVC”) (a consolidated subsidiatyJ as of
December 31, 1998 and for the year then ended, which statements reflect total revenues constituting 49% of the
Company's consolidated revenues for the year ended December 31, 1998. Those statements were audited by other
auditors whose report has been furnished to us, and our optnion, insofar as it relates to the amounts included in the
Company's consolidated financial statements for QVC, is based solely upon the report of such other auditors.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards 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. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audits and the report of other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of other auditors, such consolidated financial statements present fairly,
in all material respects, the financial position of Comcast Corporation and its subsidiaries as of December 31, 2000 and

1999, and the results of their operations and their cash flows for each of the three years in the period ended
December 31, 2000 in conformity with accounting principles generally accepted in the United States of America.

Deloitte & Touche LLP

Philadelphia, Pennsylvania
February 23, 2001
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COMCAST CORPORATION AND SUBSIDIARIES

CONSOLIDATED BAIL ANCE SHEET
(Dollars in mullions, except share data)

ASSETS

CURRENT ASSETS
Cash and cash equivalents .. e
Investments . .....
Accounts receivable, Iess a]lowance for doubtful
accounts of $141.7 and $136.6 .....
Inventories, net ...... e
Other current assets . ........  .......

Total current assets  ......... .....
INVESTMENTS

PROPERTY AND EQUIPMENT .
Accumulated depreciation ... .. ..........
Property and equipment, net ..

DEFERRED CHARGES

Franchuse and license acquisition costs .............. e e

Excess of cost over net assets acquired and other . ........ .. e e

Accumulated amortization ..... ... ....... ......
Deferred charges, net .. ..

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES

Accounts payable and accrued expenses
Accrued imterest . ... ... ....... ... ...

Deferred income taxes ........ o e e e e

Current portion of long-termdebt . . . ...... ...... e e

Total current liabilities . .. .......................... e e

LONG-TERM DEBT, less current portion (mcludmg adjustment to carrying value of

zero and $666.0 million} e e e
DEFERRED INCOME TAXES . ... . e e

MINORITY INTERESTANDOTHER ......... ........ PN
COMMITMENTS AND CONTINGENCIES (NOTE9) .. . .. . ....... ......

COMMON EQUITY PUTOPTIONS .. .. ............. e

STOCKHOLDERS' EQUITY
Preferred stock - authorized, 20,000,000 shares . .........
5.25% senes B mandatorily redeemable convertible, $1,000 par value

issued, 59,450 and 569,640 at redemption value . . ... ... e e e

Class A special common stock, $1 par value - authonzed,
2,500,000,000 shares, issued, 931,340,103 and 716,442,482; oulstandmg,
908,015,192 and 716,442,482 . . ... e
Class A common stock, $1 par value - authonzed,
200,000,000 shares; 1ssued, 21,832,250 and 25,993,380
Class B common stock, $1 par value - authorized,
50,000,000 shares: issued, 9,444,375 .
Additional capital . . . .. . e e
Retained earnings (accumulated deﬁcn)
Accumulated other comprehensive income .

Total stockholders’ equity ....... .. e e e

See notes to consolidated financial statements.
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December 31,

2000

36515
3.059.7

891.9
438.5
102.8

5,144 4
2,661 9

6,799.2
(1,596 5)
5,202.7

—_—

16,594.4
10,271.5
26,865.9
(4,130.4)
22,7355

$35,744.5

$2,852.9
1055
789.9

293.9
4,042.2

10,5174
5,786.7
1,257.2

546

595

908 0
218
94

11,598 8
1,056 5

4324
14,086 4
$35,744 5

1999

$922.2
7,606.0

6733
402 8
100 |

9,704.4

5.5428
51532
(1,700 9)
3.452.3

r———

5,1557
7,566.4
12,7221
(2,742 0)
9,980.1

$28,685 6

$2,73735
104 5
2,1186

517.5
5,478 1

8,707.2
3,150.5
1,008.5

5696

716.4
26.0
94

3,5270
(619 8)

6,1127
10.341 3
$28,685.6




COMCAST CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OPERATIONS
(Amounts in millions, except per share data)

REVENUES
Service income . . e ..
Net sales from electrom¢ retallma - . R e

COSTS AND EXPENSES
Operatimg . . .. ... ....... B G e e e
Cost of goods sold from electronic retallmg ...................... S
Selling, general and admunistrative . . .. Cee e e
Depreciation . e . S e C
Amortization . . e B P,

COPERATING (LOSS) INCOME ..

OTHER (INCOME) EXPENSE
[nterest expense
[nvestment (income) expense R
(Income) expense related to mdexed debt e e
Equity in net losses {income) of affiliates .. e . e e
Gain from equity offening of affiliate . .... ..... e e e e
OtherinCOME .. .. . it ittt e L e

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAX
EXPENSE, MINORITY INTEREST AND EXTRAORDINARY ITEMS .. ...... .......

INCOME TAX EXPENSE . ... ... e e e .

INCOME FROM CONTINUING OPERATIONS BEFORE
MINORITY INTEREST AND EXTRAORDINARY [TEMS e

MINORITY INTEREST . .... . . .. ... .. .00 Loooioie oo oven

INCOME FROM CONTINUING OPERATIONS BEFORE
EXTRAORDINARY ITEMS . . ........ . ... ...

GAIN (LOSS) FROM DISCONTINUED OPERATIONS, net of income tax expense
(benefit) of $166.1 million in 1999 and ($19 1) muiionin 1998 .  ....... .......

INCOME BEFORE EXTRAORDINARY [TEMS  ...... e e
EXTRAORDINARY ITEMS . . ..... e e e e
NETINCOME .. ....... e e e

PREFERRED DIVIDENDS . e e e e

NET INCOME FOR COMMON STOCKHOLDERS  ..... .... .. . . .... ....

BASIC EARNINGS (LOSS) FOR COMMON STOCKHOLDERS PER COMMON SHARE
[ncome from continuing operations before extraordinary items ... ...  .......
Discontinued operations ... ....... e e e e
Extraordinary items . .. .. . .. .... e s e e

Net income . e e e i e e .

BASIC WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDING

DILUTED EARNINGS (LOSS) FOR COMMON STOCKHOLDERS PER COMMON SHARE
Income from continuing operattons before extraordinary ttems ... . _..... ...... ...
Discontinued operations . . . ......  .........o .. i L.l
Extraordinary stems ... . . . ....... e e e e e

NELINCOME . . .o o it e e e e e e e e

DILUTED WEIGHTED AVERAGE NUMBER OF
COMMON SHARES OUTSTANDING .. . . e e

See notes to consolidated financial statements.
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Year Ended December 31,
2000 1999 1998
$4,682.7 $3,361.8 $2,742.6
3,535.9 3,167.4 2,676.4
8,218.6 6,529.2 5,419.0
2,212.5 1,663.1 1,410.3
2,284.9 2,060.0 1,735.7
1.250.9 926.1 776.3
837.3 572.0 463.9
1,794.0 644.0 475.7
8,379.6 5,865.2 4,861.9
(161 0) 664 0 557.1
R
691.4 538.3 466.7
(983.9) (629.5) 187.8
(666.0) 666.0
21.3 (1.4) 5159
(157.8)
(2,825.5) (1,409.4) (2,012.9)
(3,762.7) (836.0) (1,000.3)
3,601.7 1,500 0 1,557.4
1,441.3 72317 594.0
2,160.4 776.3 963 4
(115 3) 46 44.3
2,045.1 780.9 1,007.7
335.8 (31.4)
2,045.1 1,116.7 976.3
(23.6) (510) (4.2)
2,021.5 1,065.7 972.1
(23.5) (29.7) (29.1)
$1,998.0 $1,036.0 $943.0
$2.27 $1.00 $1.34
45 (.04)
(.03) (.07) (01)
$2.24 $1.38 $1.29
890.7 749.1 7330
$2.16 $.95 $1.25
41 (.03)
(.03) ( 06) (on
$2.13 $1.30 $1.21
948.7 819.9 806.0

e camms . e




COMCAST CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
(Dollars in millions)

OPERATING ACTIVITIES

Net income e e e e L F

Adjustments to reconcue net income to net cash provided
by operating activities from continuing operations-
Depreciation ..... ....... e e e e e

Amortization .... . ... e e e i

Non-cash interest (income) expense, net . . .. . e e e
Non-cash {income) expense related to indexed debt .. . e

Equity in net losses (income) of affiliates . . . e
Gain from equity offering of affiliate . . L e .
Gains on investments and other income, net .. .. e e e
Minority interest .. . . ............. . L
Discontinued operations ........ P
Extraordinary items . ...... o N

Deferred 1ncome taxes and other ............ R

Changes in working capital .
Net cash provided by operating activities from continuing operations

FINANCING ACTIVITIES
Proceeds from borrowings . ...... C e
Retirements and repayments of debt
Issuances of common stock and sales of put opnons on comImon stock
Repurchases of common stock . . ........ .. . .
Dividends .. ... ..... ..... e e
Deferred financingcosts .. . ... ..... ... . ..
Other ....... ..ot ciiit iiio i e e

Net cash (used in) provided by financing activities from continuing operations.

INVESTING ACTIVITIES

Acquusitions, net of cash acquired . ......... e e e
Proceeds from termination fee,net... ............. .. e e

Proceeds from sales of {(purchases of) shon-term investments, net

Capital contributions to and purchases of investments . .

Proceeds from sales of investments ....... o

Proceeds from investees’ repayments of 1oans ..........

Capital expenditures . . e e e

Sale of subsidianes, net of cash sold .. P
Additions to deferred charges .. . .. e e e

Net cash used in investing activities from continuing operations . .........
(DECREASE) INCREASE IN CASH AND CASH EQU[VALENTS
— CONTINUING OPERATIONS  ...... ....... L
CASH AND CASH EQUIVALENTS, beginning of year e

CASH AND CASH EQUIVALENTS, end of year .

See notes to consolidated financial statements.
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Year Ended December 31,
2000 1999 1998
$2,021.5 $1,065.7 $972 1
837.3 572.0 4639
1,794.0 644.0 4757
(22.6) 27.8) 202
(666 0) 666.0
213 14) 515.9
(157 8)
(3,679.3) (1,917.0) (1,758.5)
1153 (4.6) (44.3)
(335.8) TE
236 51.0 4.2
1,102 3 (31.9) 418.2
1,547 4 680.2 950.0
(328 1) 569.2 77
1,219.3 1,249 4 1,067 7
54353 2,786.6 1,938.0
(5,356 5) (1,368 2) (1,113 4)
305 17.1 41.8
(3249 30.7) (12.9)
9.4) (36.0)
(55 8) (510) (16.3)
(3.0) 8.0
(271.4) 1,341.4 809.2
(187.3) (755.2) (309.7)
1,460.0
1,028.1 (1,035.5) 1459
(1,610.7) (2,012.2) (202 1)
997.3 599.8 236
74.7
(1,636 8) (893.8) (898.9)
361.1 (140.4)
(409.2) (263 5) (108.4)
(1,218.6) (2,539 3) (1,415.3)
(270.7) 51.5 461.6
922.2 870.7 409.1
$651 5 $922.2 $8707
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COMCAST CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

(Dollars in millions, except per share data)

Accumulated Other
Comprehensive
Income (Loss)
Retained Unrealized
Preferred Stock Common Stock Earnings Gamnms on  Cumulative
Series  Senies Class A Additional (Accumulated Marketable Transiation
A B Special Class A Class B Caputal Deficit) Securities ~ Adjusiments Total

BALANCE, JANUARY 1, 1998 $319 85132 %6746 $31.8 $3.8 $2,673.0 (32,4159) $1407 ($116) S1,6465

Comprehensive 1ncome-

Net income . . . .. . 972.1

Unrealized gains on markelable securities,

net of deferred taxes of $489.4 908.8

Cumulattve translation adjustments . . I8
Total comprehensive 1ncome .. Bt 1,892.7

Conversion of convertible subordmated debt

to common stock . 208 336.8 3576

Exercise ofoptions ... . . ..., 34 0.6 31.8 35.8

Retirement of common stock .. ...... R 04 0.n 2.4) (10.0) (12.9)

Cash dividends, common, $ 0467 per share {34.4) 34 4)

Cash dividends, Series A preferred . (1.6) (16)

Series B preferred dividends .. ..... ... 275 (27.5)

Temporary equily related to put options (79.8) 798

Proceeds from sales of put options 11.4 il4
BALANCE, DECEMBER 31, 1998 . . 31.9 5407 698.4 317 9.4 2,941.7 {1,4882) 1,049 5 02 38is3
Comprehensive income:

Netincome ............ 1,0657

Unrealized gains on marketable secunues

net of deferred taxes of $2,730.2....... . 5,070 3

Cumulative translation adjustments . .. ....... ThH
Total comprehensive income .. .. . L 6,128 7

Acquisttion .... . . . ... ... .. 8.5 283.2 2017

Exercise of options . ...... R 22 237 259

Conversion of Senes A preferred (31.9) 2.7 29.2

Retirement of common stock (0 8) (4.6) (25 3) (307

Cash dividends, Senes A preferred (0.8) (08

Senes B preferred dividends . . . 28.9 (28.9)

Share exchange .. ............... . 46 “9 1723 (172.0)

Temporary equity related to put options . . 111.2 111.2
BALANCE, DECEMBER 31, 1999 569 6 716.4 26.0 94 35270 (619.8) 6,1198 (7 1) 10,3413
Comprehenstve income-

Netincome. ... ... i 2,0215

Unrealized losses on marketable secunties,

net of deferred taxes of $3,055.3 . (5,674.1)

Cumulative translation adjustments 6.2)

Total comprehensive loss . . ... . . ... ... (3,658.8)
Acquisitions ... . ........ e 155.7 7.585.2 7,740 9
Exercise of opuons e e 2.6 539 27.7) 28.8
Retirement of common slock (6.0) 3.1 (42.3) (273.5) 324 9)
Conversion of Series B preferred (533 6) 383 495.3
Senes B preferred dividends . . 235 (23 5)

Share exchange . .o 10 (1.1 44 1 (44.0)

Temporary equity rela[ed to pul opuons (40 9) (40.9)
BALANCE, DECEMBER 31,2000 . .. $ $59.5 _$908.0 $21.8 $94 $11,598.8 $1,056.5 34457 (313 3) $14,086 4

See notes to consolidated financial statements.
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COMCAST CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2000, 1999 AND 1998

1. BUSINESS

Comcast Corporation and 1ts subsidiaries (the “Company”) is principally involved in three lines of business: cable,
commerce and content.

The Company’s cable business is principally involved in the development, management and operation of broadband
communications networks in the United States {“US™). The Company's consolidated cable operations served
approximately 7.7 million subscribers and passed approximately 12.9 million homes as of December 31, 2000.

Commerce is provided through the Company’s consolidated subsidiary, QVC, Inc. (“QVC"™). Through QVC, an
electronic retailer, the Company markets a wide variety of products directly to consumers primarily on merctff#fidise-
focused television programs. QVC was available, on a full and part-time basis, to over 77.9 miilion homes in the
US, over 8.9 million homes in the United Kingdom (“UK”) and over 22.6 million homes in Germany as of
December 31, 2000.

Content is provided through the Company's consolidated subsidiaries including Comcast Spectacor, Comgcast
SportsNet and E! Entertainment Television, Inc. ("E! Entertainment"), and through other programming investments
including The Golf Channel, Speedvision and Outdoor Life.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND OTHER ITEMS

Basis of Consolidation

The consolidated financial statements include the accounts of the Company and all wholly owned or controlled
subsidiaries. All significant intercompany accounts and transactions among consolidated entities have been
eliminated.

Management's 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 those estimates.

Fair Values

The estimated fair value amounts presented in these consolidated financial statements have been determined by the
Company using available market information and appropriate methodologies. However, considerable judgment is
required in interpreting market data to develop the estimates of fair value. The estimates presented herein are not
necessarily indicative of the amounts that the Company could realize in a current market exchange. The use of
different market assumptions and/or estimation methodologies may have a material effect on the estimated fair value
amounts. Such fair value estimates are based on pertinent information available to management as of December 31,
2000 and 1999, and have not been comprehensively revalued for purposes of these consolidated financial
statements since such dates.

Cash Equivalents

Cash equivalents consist principally of US Government obligations, commercial paper, repurchase agreements and
certificates of deposit with maturities of three months or less when purchased. The carrying amounts of the
Company's cash equivalents approximate their fair values.

Inventories — Electronic Retailing

Inventories are stated at the lower of cost or market. Cost is determined by the average cost method, which
approximates the first-in, first-out method.
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Investments
Investments consist principally of equity securities and US Government obligations, commercial paper, repurchase
agreements and certificates of deposit with maturities of greater than three months when purchased.

Investments in entities in which the Company has the ability to exercise significant influence over the operating
and financial policies of the investee are accounted for under the equity method. Equity method investments are
recorded at original cost and adjusted periodically to recognize the Company's proportionate share of the investees'
net income or losses after the date of investment, additional contributions made and dividends received. The
differences between the Company's recorded investments and its proportionate interests in the book value of the
investees' net assets are being amortized to equity in net income or loss, primarily over a period of 20 years, which
is consistent with the estimated lives of the underlying assets. -

Unrestricted publicly traded investments are classified as available for sale and recorded at their fair value, with
unrealized gains or losses resulting from changes in fair value between measurement dates recorded as a component
of other comprehensive income.

Restricted publicly traded investments and investments in privately held companies are stated at cost, adjusted for
any known diminution in value (see Note 4).

Property and Equipment
Property and equipment are stated at cost. Depreciation is provided by the straight-line method over estimated
useful lives as follows:

Buildings and improvements .. ................ 8-40 years
Operating facilities ......................... 5-20 years
Otherequipment ........................... 2-10 years

Improvements that extend asset lives are capitalized; other repairs and mainfenance charges are expensed as
mcurred. The cost and related accumulated depreciation applicable to assets sold or retired are removed from the
accounts and the gain or loss on disposition is recognized as a component of depreciation expense.

Capitalized Costs
The costs associated with the construction of cable transmission and distribution facilities and new cable service
installations are capitalized. Costs include all direct labor and materials as well as certain indirect costs.

Deferred Charges

Franchise and license acquisition costs are amortized on a straight-line basis over their legal or estimated usefui
lives ranging principally from 3 to 20 years. The excess of cost over the fair value of net assets acquired is being
amortized on a straight-line basis over estimated useful lives ranging principally from 20 to 30 years. QVC and
certain of the Company's content subsidiaries have entered into multi-year affiliation agreements with various cable
and satellite system operators for carriage of their respective programming. In connection with these affiliation
agreements, the Company's subsidiaries generally pay a fee to the cable or satellite operator based on the number
of subscribers. Cable or satellite distribution rights are capitalized and amortized on a straight-line basis over the
term of the related distribution agreements ranging principally from 6 to 12 years.

Valuation of Long-Lived Assets

The Campany periodically evaluates the recoverability of its long-lived assets, including property and equipment
and deferred charges, using objective methodologies whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. Such methodologies include evaluations based on the cash flows
generated by the underlying assets, profitability information, including estimated future operating results, trends
or other determinants of fair value. If the total of the expected future undiscounted cash flows is less than the
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carrying amount of the asset, a loss is recognized for the difference between the fair value and the carrying value
of the asset.

Foreign Currency Translation

Assets and liabilities of the Company's foreign subsidiaries, where the functional currency 1s the local currency,
are translated into US dollars at the December 31 exchange rate. The related translation adjustments are recorded
as a component of other comprehensive income. Revenues and expenses are translated using average exchange rates
prevailing during the year. Foreign currency transaction gains and losses are included in other (1ncome) expense.

Revenue Recognition ]

Service income is recognized as service is provided. Credit risk is managed by disconnecting services to cable
customers who are delinquent. Net sales from electronic retailing are recognized at the time of shipment to
customers. The Company’s policy is to allow customers to return merchandise for up to thirty days after date of
shipment. An allowance for returned merchandise is provided as a percentage of sales based on historical
experience. Advertising sales revenue is recognized at estimated realizable values when the advertising is aired.

Stock-Based Compensation

The Company accounts for stock-based compensation in accordance with APB Opinion No. 25, “Accounting for
Stock Issued to Employees,” and related interpretations, as permitted by Statement of Financial Accounting
Standards (“SFAS™) No. 123, “Accounting for Stock-Based Compensation.” Compensation expense for stock
options is measured as the excess, if any, of the quoted market price of the Company's stock at the date of the grant
over the amount an employee must pay to acquire the stock. Compensation expense for restricted stock awards 15
recorded annually based on the quoted market price of the Company's stock at the date of the grant and the vesting
period. Compensation expense for stock appreciation rights is recorded annually based on the changes in quoted
market prices of the Company's stock or other determinants of fair value at the end of the year (see Note 6).

Postretirement and Postemployment Benefits
The estimated costs of retiree benefits and benefits for former or inactive employees, after employment but before
retirement, are accrued and recorded as a charge to operations during the years the employees provide services.

Investment Income

Investrment income includes interest income, dividend income and gains, net of losses, on the sales of marketable
securities and long-terminvestments. Gross realized gains and losses are recognized using the specific identification
method (see Note 4). Investment income also includes impairment losses resulting from adjustments to the net
realizable value of certain of the Company's investments.

Income Taxes

The Company recognizes deferred tax assets and liabilities for temporary differences between the financial
reporting basis and the tax basis of the Company's assets and liabilities and expected benefits of utilizing net
operating loss carryforwards. The impact on deferred taxes of changes in tax rates and laws, if any, applied to the
years during which temporary differences are expected to be settled, are reflected in the consolidated financial
staterments in the period of enactment.

Derivative Financial Instruments

The Company employs derivative financial instruments for a number of purposes. The Company manages its
exposure to fluctuations in interest rates by entering into interest rate exchange agreements (“Swaps”), interest rate
cap agreements (“Caps”) and interest rate collar agreements (“Collars”). The Company manages the cost of its share
repurchases through the sale of equity put option contracts (“Comcast Put Options™). The Company manages its
exposure to fluctuations in the value of certain of its investments by entering into equity collar agreements (“Equity
Collars”) and equity put option agreements (“Equity Put Options”). The Company makes investments in businesses,
to some degree, through the purchase of equity call option or call warrant agreements (“Equity Warrants™). The
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Company has issued indexed debt instruments whose value, in part, is derived from the market value of Sprint PCS
common stock. The Company has also sold call options on certain of its investments in equity securities (“Covered
Call Options’™).

Swaps, Caps and Collars are matched with either fixed or variable rate debt and periodic cash payments are accrued
on a settlement basis as an adjustment to interest expense. Any premiums associated with these instruments are
amortized over their term and realized gains or losses as a result of the termination of the instruments are deferred
and amortized over the remaining term of the underlying debt. Unrealized gains and losses as a result of these
instruments are recognized when the underlying hedged item is extinguished or otherwise terminated.

Proceeds from sales of Comcast Put Options are recorded in stockholders’ equity and an amount quzT’ to the
redemption price of the common stock is reclassified from permanent equity to temporary equity. Subsequent
changes in the market value of Comcast Put Options are not recorded. Equity Collars, Equity Put Options and
Equity Warrants are marked to market on a current basis with the result included in accumulated other
comprehensive income in the Company's consolidated balance sheet. Covered Call Options are marked to market
on a current basis with the result included in investment (income) expense in the Company’s consolidated statement
of operations.

Those instruments that have been entered into by the Company to hedge exposure to interest rate risks are
periodically examined by the Company to ensure that the instruments are matched with underlying liabilities, reduce
the Company's risks relating to interest rates and, through market value and sensitivity analysis, maintain a high
correlation to the interest expense of the hedged item. For those instruments that do not meet the above criteria,
variations in their fair value are marked-to-market on a current basis in the Company’s consolidated statement of
operations.

The Company does not hold or issue any derivative financial instruments for trading purposes and is not a party
to leveraged instruments (see Note 5). The credit risks associated with the Company's derivative financial
instruments are controiled through the evaluation and monitoring of the creditworthiness of the counterparties.
Although the Company may be exposed to losses in the event of nonperformance by the counterparties, the
Company does not expect such losses, if any, to be significant.

Sale of Stock by a Subsidiary or Equity Method Investee

Changes in the Company's proportionate share of the underlying equity of a consolidated subsidiary or equity
method investee which result from the issuance of additional securities by such subsidiary or investee are
recognized as gains or losses in the Company's consolidated statement of operations unless gain realization is not
assured in the circumstances. Gains for which realization is not assured are credited directly to additional capital.

SFAS No. 133, as Amended

In June 1998, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 133, “Accounting for
Derivative Instruments and Hedging Activities.” This statement establishes accounting and reporting standards for
derivatives and hedging activities. The new standard requires that all derivative instruments be reported on the
balance sheet at their fair values. For derivative instruments designated and effective as fair value hedges, changes
in the fair value of the derivative instrument will be substantially offset in the statement of operations by changes
in the fair value of the hedged item. For derivative instruments designated as cash flow hedges, the effective portion
of any hedge is reported in other comprehensive income until it is recognized in earnings during the same period
in which the hedged item affects earnings. The ineffective portion of all hedges will be recognized in current
earnings each period. Changes in the fair value of derivative instruments that are not designated as a hedge will be
recorded each period in current earnings.

In July 1999, the FASB issued SFAS No. 137 which deferred the effective date for implementation of SFAS No.
133 to fiscal years beginning after June 15, 2000. In June 2000, the FASB issued SFAS No. 138 which addressed
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certain issues causing implementation difficulties for entities that apply SFAS No. 133. The Company adopted
SFAS No. 133, as amended, on January 1, 2001. Instruments that the Company has entered into that will be
accounted for under SFAS No. 133, as amended, include indexed debt instruments, Swaps, Equity Warrants, Equity
Put Options, and Equity Collars. See Management’s Discussion and Analysis of Financial Condition and Results
of Operations included in Item 7 of the Company’s Annual Report on Form 10-K for a discussion of the expected
impact the adoption of SFAS No. 133 will have on the Company's consolidated financial position and results of
operations.

SFAS No. 140

In September 2000, the FASB issued SFAS No. 140, “Accounting for Transfers and Servicing of Financial Assets
and Extinguishments of Liabilities.” SFAS No. 140 replaces SFAS No. 125 and addresses certain issues not
previously addressed in SFAS No. 125. SFAS 140 is effective for transfers and servicing occurring after March
31, 2001. SFAS No. 140 is effective for disclosures about securitizations and collateral and for the recognition and
reclassification of collateral for fiscal years ending after December 15, 2000. The adoption of SFAS No. 140 did
not have a material impact on the Company’s financial position or results of operations.

SAB No. 101, as Amended

In December 1999, the staff of the Securities and Exchange Commission (“SEC”) issued Staff Accounting Bulletin
(“SAB™) No. 101, “Revenue Recognition in Financial Statements,” which provides guidance in applying generaily
accepted accounting principles to selected revenue recognition issues. In March 2000 and June 2000, the staff of
the SEC amended SAB No. 101 to delay the required implementation date of SAB No. 101 to the fourth quarter
of fiscal years beginning after December 15, 1999. The Company adopted SAB No. 101, as amended, on October
1, 2000. The adoption of SAB No. 101, as amended, did not have a material impact on the Company’s results of
operations.

EITF 00-10

In May, July and September 2000, the Emerging Issues Task Force (the “EITF”) reached a consensus on EITF Issue
No. 00-10, “Accounting for Shipping and Handling Fees and Costs.” EITF No. 00-10 requires that ail amounts
billed to a customer in a sale transaction for shipping and handling be classified as revenue. QVC previously
classified shipping and handling revenue as an offset to cost of goods sold from electronic retailing. The Company
has reclassified shipping and bandling revenue from cost of goods sold from electronic retailing to net sales from
electronic retailing for all periods presented in the accompanying consolidated statement of operations.

Securities Lending Transactions

The Company may enter into securities lending transactions pursuant to which the Company requires the borrower
to provide cash collateral equal to the value of the loaned securities, as adjusted for any changes in the value of the
underlying loaned securities. Loaned securities for which the Company maintains effective control are included 1n
investments in the Company’s consolidated balance sheet.
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Earnings for Common Stockholders Per Common Share

Earnings for common stockholders per common share is computed by dividing net income, after deduction of
preferred stock dividends, when applicable, by the weighted average number of common shares outstanding during
the period on a basic and diluted basis. The following table reconciles the numerator and denominator of the
computations of diluted earnings for common stockholders per common share (“Diluted EPS™) for the years ended

December 31, 2000, 1999 and 1998, respectively.

(Amounts in millions, except per share data)

Year Ended
December 31,
2000 1999 1998
Net income for common stockholders .................. $1,998.0 $1,036.0 $943.0
Dilutive securities effect on net income for common
stockholders ... ... ... ... ... .. . .. i 1.0
Preferreddividends ............. ..., 23.5 29.7 29.1
Net income for common stockholders used for
Diluted EPS . ... ... i $2.021.5 $1,065.7 $973.1
Basic weighted average number of common shares
OWStANding . . ... oi vt 890.7 749.1 733.0
Dilutive securities:
1 1/8% discount convertible subordinated debentures,
redeemed March 1998 . ... ... ................. 5.0
Series A and B convertible preferred stock .......... 42.5 44.0 45.2
Stock option and restricted stock plans ............. 15.4 26.8 22.8
Put options on Class A Special Common Stock . ... ... 0.1
Diluted weighted average number of common shares
outstanding . . ... ... 948.7 819.9 806.0
Diluted earnings for common stockholders per
commonShare ............ovuiiiieeniineannnnn, $2.13 $1.30 $1.21

Comcast Put Options on a weighted average 1.5 million shares, 2.7 million shares and 2.9 million shares of its Class
A Special Common Stock (see Note 6) were outstanding during the years ended December 31, 2000, 1999 and
1998, respectively. Comcast Put Options outstanding during the years ended December 31, 1999 and 1998 were
not included in the computation of Diluted EPS as the Comcast Put Options’ exercise price was less than the

average market price of the Company’s Class A Special Common Stock during the periods.

In December 2000, the Company issued $1.285 billion principal amount at maturity of Zero Coupon Convertible
Debentures due 2020 (the “Zero Coupon Debentures™) (see Note 5). Holders may surrender the Zero Coupon
Debentures for conversion at any time prior to maturity, unless previously redeemed, but only if the closing sale
price of the Company's Class A Special Common Stock is greater than 110% of the accreted conversion price for
at least 20 trading days of the 30 trading days prior to conversion. As the weighted average closing sale price of
the Company's Class A Special Common Stock was not greater than 110% of the accreted conversion price during
the period from the date of issuance of the Zero Coupon Debentures through December 31, 2000, the Zero Coupon

Debentures have been excluded from Diluted EPS.
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Reclassifications

Certain reclassifications have been made to the prior years' consolidated financial statements to conform to those
classifications used in 2000.

3. ACQUISITIONS AND OTHER SIGNIFICANT EVENTS

AT&T Cable Systems Exchange

On December 31, 2000, the Company completed its previously announced cable systems exchange with AT&T
Corp. (“AT&T”) pursuant to which the Company received cable communications systems serving approximately
770,000 subscribers. Inexchange, AT&T received certain of the Company’s cable communications systems serving
approximately 700,000 subscribers. In connection with the exchange, the Company recorded to other income a pre-
tax gain of $1.711 billion, representing the difference between the estimated fair value as of the closing date of the
transaction and the Company’s cost basis in the systems exchanged.

Acquisition of Prime Communications LLC

In December 1998, the Company agreed to invest in Prime Communications LLC (“Prime”), a cable
communications company serving approximately 406,000 subscribers. Pursuant to the terms of this agreement, in
December 1998 the Company acquired from Prime a $50.0 million 12.75% subordinated note due 2008 issued by
Prime. In July 1999, the Company made a loan to Prime in the form of a $733.5 million 6% ten year note,
convertible into 90% of the equity of Prime. Since that time, the Company made an additional $70.0 million in loans
to Prime {on the same terms as the original loan). In August 2000, the note, plus accrued interest of $51.7 million
on the note and the loans, was converted and the owners of Prime sold their remaining 10% equity interest in Prime
to the Company for $87.7 million. As a result, the Company now owns 100% of Prime and has assumed
management control of Prime’s operations (the “Prime Acquisition”). Upon closing, the Company assumed and
immediately repaid $532.0 million of Prime’s debt with proceeds from borrowings under existing credit facilities.

Acquisition of Jones Intercable, Inc. )

In April 1999, the Company acquired a controlling interest in Jones Intercable, Inc. (“Jones Intercabie™), a cable
communications company serving approximately 1.1 million subscribers, for aggregate consideration of $706.3
million in cash. In June 1999, the Company purchased an additional 1.0 million shares of Jones Intercable Class
A Common Stock for $50.0 million in cash in a private transaction. The Company contributed its interest in Jones
Intercable t6 Comcast Cable Communications, Inc. (“Comcast Cable™}, an indirect wholly owned subsidiary of the
Company.

In March 2000, the Jones Intercable shareholders approved a merger agreement pursuant to which the Jones
Intercable shareholders, including Comcast Cable, received 1.4 shares of the Company’s Class A Special Common
Stock in exchange for each share of Jones Intercable Class A Common Stock and Common Stock (the “Jones
Merger”) and Jones Intercable was merged with and into a wholly owned subsidiary of the Company. In connection
with the closing of the Jones Merger, the Company issued approximately 58.9 million shares of its Class A Special
Common Stock to the Jones Intercable shareholders, including approximately 23.3 million shares to a subsidiary
of the Company and 35.6 million shares with a value of $1.727 billion to the public shareholders. As required under
generally accepted accounting principles, the shares held by the subsidiary of the Company are presented as 1ssued
but not outstanding (held in treasury) in the Company’s December 31, 2000 consolidated balance sheet.

Acquisition of CalPERS’ Interest in Jointly Owned Cable Properties

In February 2000, the Company acquired the California Public Employees Retirement System’s (“CalPERS”) 45%
interest in Comcast MHCP Holdings, L.L.C. (“Comcast MHCP”), formerly a 55% owned consolidated subsidiary
of the Company which serves subscribers in Michigan, New Jersey and Florida. As a result, the Company now
owns 100% of Comcast MHCP. The consideration was $750.0 million 1n cash.
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Acquisition of Lenfest Communications, Inc.

In January 2000, the Company acquired Lenfest Communications, Inc. (“Lenfest™), a cable communications
company serving approximately 1.1 million subscribers primarily in the Philadelphia area from AT&T and the other
Lenfest stockholders for approximately 120.1 million shares of the Company’s Class A Special Common Stock with
a value of $6.014 billion (the “Lenfest Acquisition”). In connection with the Lenfest Acquisition, the Company
assumed approximately $1.326 billion of debt (see Note 5).

Consolidation of Comcast Cablevision of Garden State, L.P.

Comcast Cablevision of Garden State, L.P. (“Garden State Cable”) (formerly Garden State Cablevision L.P.), a
cable communications company serving approximately 216,000 subscribers in New Jersey, 1s a partnership which
was owned 50% by Lenfest and 50% by the Company. The Company had accounted for its interest in Garden State
Cable under the equity method. As a result of the Lenfest Acquisition, the Company now owns 100% of Garden
State Cable. As such, the operating results of Garden State Cable have been included in the Company’s
consolidated statement of operations from the date of the Lenfest Acquisition.

Acquisition of Greater Philadelphia Cablevision, Inc.

In June 1999, the Company acquired Greater Philadelphia Cablevision, Inc. (“Greater Philadelphia™), a cable
communications company serving approximately 79,000 subscribers in Philadelphia from Greater Media, Inc. for
approximately 8.5 million shares of the Company’s Class A Special Common Stock with a value of $291.7 million.

The acquisitions completed by the Company during the years ended December 31, 2000 and 1999 were accounted
for under the purchase method of accounting. As such, the operating results of the acquired systems have been
included in the Company'’s consolidated statement of operations from the acquisition date. The Company recorded
the final purchase price allocation related to the Company’s acquisitions of Lenfest, Garden State Cable, CalPERS’
interest in Comcast MHCP and of the public shareholders’ interest in Jones Intercable during the fourth quarter of
2000. The allocation of the purchase price for the acquisition of Prime and the AT&T cable systems exchange, is
preliminary pending completion of final appraisals. As the consideration given in exchange for Jones Intercable,
Greater Philadelphia, Lenfest and the additional 50% interest in Garden State Cable was shares of the Company’s
Class A Special Common Stock, and in the case of Prime was primarily the conversion of convertible notes, the
acquisitions of such interests had no significant impact on the Company’s consolidated statement of cash flows
during the years ended December 31, 2000 and 1999, respectively (see Note 8).

Unaudited Pro Forma Information

The following unaudited pro forma information for the years ended December 31, 2000, 1999 and 1998 has been
presented as if the Jones Merger and the acquisitions of Lenfest, CalPERS’ interest in Comcast MHCP and Prime,
the consolidation of Garden State Cable and the cable systems acquired through the exchange with AT&T each
occurred on January 1, 1999, and the acquisition of a controlling interest in Jones Intercable and the acquisition
of Greater Philadelphia occurred on January 1, 1998. This information is based on historical results of operations,
adjusted for acquisition costs, and, in the opinion of management, is not necessarily indicative of what the results
would have been had the Company operated Jones Intercable, Greater Philadelphia, Lenfest, Garden State Cable,
Comcast MHCP, Prime and the AT&T cable systems received in the exchange since such dates.

(Amounts in millions,
except per share data)

Year Ended December 31,
2000 1999 1998
Revenues ........... .. . $8,397.3  $7,566.5 $5,922.7
Income before extraordinary items ... ................... $1,938.3 $252.2 $925.3
NELINCOME . ..ottt et ettt e et $1,914.7 $201.2 $921.1
Diluted EPS .. ... .. ... . $1.98 $0.21 $1.13
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Sale of Comcast Cellular Corporation

In July 1999, the Company sold Comcast Celltular Corporation (*“Comcast Cellular’™) 1o SBC Communications, Inc.
for $361.1 million in cash and the assumption of $1.315 billion of Comcast Cellular debt, and recognized a gain
on the sale of $355.9 million, net of income tax expense. The results of operations of Comcast Cellular have been
presented as a discontinued operation in accordance with Accounting Principles Board (“APB™) Opinion 30,
“Reporting the Results of Operations - Reporting the Effects of Disposal of a Segment of a Business, and
Extraordinary, Unusual and Infrequently Occurring Events and Transactions.” During the year ended December 31,
1999, the Company recognized losses from discontinued operations of $20.1 million.

Other Income

In August 2000, the Company obtained the right to exchange its Excite@Home Corporation (“Excite @Home”)
Series A Common Stock (the “Excite @Home Stock™) with AT&T and waived certain of its Excite @ Home Board
level and shareholder rights under a stockholders agreement. The Company also agreed to cause its existing
appointee to the Excite @ Home Board of Directors to resign (see Note 4). In connection with the transaction, the
Company recorded to other income a pre-tax gain of $1.045 billion, representing the estimated fair value of the
investment as of the closing date.

In August 2000, the Company exchanged all of the capital stock of a wholly owned subsidiary which held certain
wireless licenses for approximately 3.2 million shares of AT&T common stock. In connection with the exchange,
the Company recorded to other income a pre-tax gain of $98.1 million, representing the difference between the fair
value of the AT&T shares received of $100.0 million and the Company's cost basis in the subsidiary.

During the year ended December 31, 1999, the Company received a $1.5 billion termination fee as liquidated
damages from MediaOne Group, Inc. (“MediaOne”) as a result of MediaOne’s termination of its Agreement and
Plan of Merger with the Company dated March 1999. The termination fee, net of transaction costs, was recorded
to other income in the Company’s consolidated statement of operations.

Adelphia Cable Systems Exchange

On January 1, 2001, the Company completed its previously announced cable systems exchange with Adelphia
Communications (“Adelphia™) pursuant to which the Company received cable communications systems serving
approximately 460,000 subscribers from Adelphia. In exchange, Adelphiareceived certain of the Company's cable
communications systems serving approximately 440,000 subscribers. In connection with the exchange, the
Company expects to record a gain and the acquisition will be accounted for as a purchase.

AT&T Cable Systems Acquisition

In August 2000, the Company entered into an agreement with AT&T to acquire cable communications systems
serving up to 700,000 subscribers from AT&T in exchange for AT&T common stock that the Company currently
owns Or may acquire, in a transaction intended to qualify as tax-free to both the Company and to AT&T. Pursuant
to the agreement, the agreed upon value of the cable communications systems to be acquired by the Company from
AT&T is up to $3.2 billion (subject to adjustment based on the actual number of subscribers acquired). Also
pursuant to the agreement, approximately 39.6 million shares of the AT&T common stock currently owned by the
Company will be valued at $54.41 per share. The transaction is subject to customary closing conditions and
regulatory approvals, will be accounted for as a purchase, and is expected to close by the end of the second quarter
of 2001 (see Note 4).
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4. INVESTMENTS
December 31,
2000 1999
(Dollars in miilions)

Fair value method

AT&T COrp. .« oo e $1,174.3 $2,025.5
Excite@Home Corporation . . .. ...........oouuveei. ... 1,479.1 918.0
Internet Capital Group,Inc. .......................... 71.5 4,127.2
Sprint Corp. PCSGroup ..., 2,149.8 42340
Other ... 322.4 667.4
5,197.1 11,972.1
Costmethod . ... ... .. ... . . . 128.4 1,134.6
Equitymethod ........... ... . . .. ... i 396.1 48.1
Total INVEStMENtS . . . oo oo i e 5,721.6 13,154.8
Less, current investments . .. ..o v e v e i e 3,059.7 7,606.0
NoOn-Current inVestments ... .....cvuriirerernrnannenannas $2,661.9 $5,548.8
Fair Value Method

The Company holds unrestricted equity investments in certain publicly traded companies, with an historical cost
of $4.490 billion and $2.558 billion as of December 31, 2000 and 1999, respectively. The unrealized pre-tax gains
on these investments as of December 31, 2000 and 1999 of $707.1 million and $9.414 billion, respectively, have
been reported in the Company's consolidated balance sheet principally as a component of other comprehensive
income, net of related deferred income tax expense of $240.0 million and $3.294 billion, respectively.

AT&T. In July 1998, AT&T merged with Teleport Communications Group Inc. (“Teleport”™) with AT&T as the
surviving corporation. Upon closing of the transaction, the Company received approximately 36.3 million shares
of unregistered AT&T common stock (as adjusted for AT&T’s 3-for-2 stock split in April 1999) in exchange for
the approximately 25.6 million shares of Teleport Class B Common Stock held by the Company. As a result of the
exchange, the Company recorded to other income a pre-tax gain of $1.092 billion during the year ended
December 31, 1998, representing the difference between the fair value of the AT&T stock received and the
Company’s basis in Teleport.

In March 1999, AT&T merged with Tele-Communications, Inc. (“TCI”), with AT&T as the surviving corporation
{the “AT&T/TCI Merger™). Upon closing of the AT&T/TCI Merger, the Company received approximately 3.6
million shares (as adjusted for AT&T’s 3-for-2 stock split in April 1999) of AT&T common stock in exchange for
the approximately 3.1 million shares of TCI Class A Common Stock held by the Company and the Company
received approximately 3.6 million shares of Class A Liberty Media Group Tracking Shares for the approximately
2.3 million shares of TCI Ventures Group, Inc. (“TCI Ventures’") common stock and the approximately 2.4 million
shares of Liberty Media Group Class A Common Stock held by the Company. As a result of the exchange, the
Company recorded to other income a pre-tax gain of $187.6 million during the year ended December 31, 1999,
representing the difference between the fair value of the stock received and the Company’s basis in TCI and TCI
Ventures.

As of December 31, 2000 and 1999, the Company holds approximately 68.0 million and 39.9 million shares of
AT&T common stock. As of December 31, 2000 and 1999, the Company has recorded its investment in AT&T at
its estimated fair value of $1.174 billion and $2.026 biilion, respectively (see Note 3).

Excite@Home. Excite@Home provides Internet services to subscribers and businesses over the cable
communications infrastructure in a limited number of cities in the United States. The Company holds approximately
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29.1 million shares of Excite@Home Stock and, as of December 31, 2000 and 1999, has earned warrants to
purchase an additional 2.1 million shares and 0.6 million shares, respectively, of Excite@Home Stock. As of
December 31, 2000 and 1999, 10% and 30% of the Excite@Home shares held by the Company were contractually
restricted shares (the “Restricted Shares”) and 90% and 70% of the Excite @Home shares held by the Company
were unrestricted shares (the “Unrestricted Shares”). The Company has recorded the Restricted Shares at their
historical cost of $0.3 million and $0.6 million and the Unrestricted Shares and warrants, which are classified as
available for sale, at their estimated fair value of $151.8 million and $918.0 million, respectively, as of
December 31, 2000 and 1999. The investment in the Excite @Home Stock is included in current investments as of
December 31, 2000.

On March 28, 2000 (the “Announcement Date”), Excite@Home and its principal cable partners, including the
Company (the “Founding Cable Stockholders™), entered into an agreement (the “Letter Agreement™) pursuant to
which Excite@Home and the Founding Cable Stockholders agreed to enter into certain transactions which were
completed on August 28, 2000. AT&T granted the Company the right to exchange its Excite@Home Stock with
AT&T at any time between January 1, 2001and June 4, 2002 at a price equal to the higher of $48 per share or the
average per share trading price for a 30-day trading period (as defined). The aggregate value of the Excite @ Home
Stock that AT&T would be required to purchase from the Company is limited to approximately $1.5 bullion. The
Company has the right to elect payment in the form of cash or in shares of AT&T common stock. The Company
accounts for this right as an investment, classified as available for sale, at its estimated fair value with unrealized
gains or losses resulting from changes between measurement dates recorded as a component of accumulated other
comprehensive income. As of December 31, 2000, the Company has recorded this investment, which is included
in current investments in the Company's consolidated balance sheet, at its estimated fair value of $1.327 billion.
In January 2001, the Company exercised its right to exchange all of its Excite@Home Corporation Series A
Common Stock with AT&T at $48 per share for approximately 69.6 million shares of AT&T common stock. Under
the terms of such exercise, the transaction is expected to close by March 31, 2001.

The Company agreed to enter into a new non-exclusive distribution agreement with Excite @ Home for the period
from June 2002 through June 2006. The Company may elect to terminate its existing exclusive distribution
agreement with Excite @Home (which would otherwise expire in June 2002) or the new distribution agreement at
any time beginning June 2001 on at least six months notice. In addition, unearned warrants previously held by the
Company were amended to eliminate any previous performance vesting conditions and the Company received
additional new warrants with an exercise price of $29.54 per share to purchase two shares of Excite @Home Stock
for each home passed by the Company's cable communications systems at the Announcement Date. The new
warrants and the unearned previously held warrants vest in installments every six months beginning in June 2001
and will be fully vested in June 2006 provided that the Company has not elected to earlier terminate its existing or
the new distribution agreement. The new warrants include customary registration rights and will expire in March
2015. The Company’s right to sell its Excite@Home Stock to AT&T is not dependent upon its election to either
continue or terminate its existing or the new distribution agreement.

Internet Capital Group. In August 1999, Internet Capital Group ("ICG"), an investee of the Company previously
accounted for under the cost method, completed an initial public offering of its common stock. ICG is an Internet
holding company engaged in managing and operating a network of business-to-business e-commerce companies.
During the year ended December 31, 2000, the Company sold approximately 2.3 million shares of its ICG common
stock for proceeds of $327.1 million and recognized a pre-tax gain of $325.9 million. Such gain was recorded as
areclassification from accumulated other comprehensive income to investment income. As of December 31, 2000
and 1999, the Company holds approximately 21.4 million and 23.7 million shares of ICG common stock and
warrants and options to purchase approximately 0.6 million shares of ICG common stock, respectively. As of
December 31, 2000 and 1999, the Company has recorded its investment in ICG at its estimated fair value of $71.5
million and $4.127 billion, respectively.
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Sprint PCS. In November 1998, in connection with the restructuring of the ownership and management control of
Sprint PCS, the Company recorded to other income a pre-tax gain of $758.5 million, representing the difference
between the aggregate fair value of the Sprint PCS common stock, convertible preferred stock and warrant received
by the Company and the Company’s cost basis in its partnership interest in Sprint PCS. As of December 31, 2000
and 1999, as adjusted for Sprint PCS’ 2—for-1 stock split in February 2000, the Company holds approximately 88.2
million shares and 93.8 million shares of unregistered Sprint PCS common stock, 123,452 shares of Sprint PCS
convertible preferred stock (convertible into approximately 4.0 million shares of unregistered Sprint PCS common
stock) and a warrant to purchase approximately 6.0 million shares of unregistered Sprint PCS common stock at
$12.01 per share (the “Sprint PCS Stock™). The Company has registration rights, subject to customary restrictions,
which will allow the Company to sell its Spnnt PCS Stock. During the year ended December 31, 2000, the
Company sold approximately 5.6 million of its shares of Sprint PCS common stock for proceeds of $312.0 million
and recognized a pre-tax gain of $265.3 million. Such gain was recorded as a reclassification from accumulated
other comprehensive income to investment income. As of December 31, 2000 and 1999, the Company has recorded
its investment in Sprint PCS at its estimated fair value of $2.150 billion and $4.234 billion, respectively (see
Note 5).

Equity Price Risk

During the year ended December 31, 1999, the Company entered into Equity Collars covering $1.365 billion
notional amount of investment securities which are accounted for at fair value. The Equity Collars limit the
Company’s exposure to and benefits from price fluctuations in the underlying equity securities. The Equity Collars
mature between 2001 and 2003. As the Company has accounted for the Equity Collars as a hedge, changes in the
value of the Equity Collars were substantially offset by changes in the value of the underlying investment securities
which were also marked-to-market through accumulated other comprehensive income in the Company’s
consolidated balance sheet.

NTL Incorporated. In October 1998, the Company received approximately 4.8 million shares of NTL Incorporated
(“NTL”) common stock, an alternative telecommunications company in the UK, in exchange for all of the shares
of Comcast UK Cable Partners Limited (“Comcast UK Cable”), a consolidated subsidiary of the Company, held
by the Company. As a result of the exchange, the Company recorded to other income a pre-tax gain of $148.3
million during the year ended December 31, 1998, representing the difference between the fair value of the NTL
common stock received and the Company’s basis in Comcast UK Cable. During the year ended December 31, 1999,
the Company sold all 5.8 million shares (as adjusted for NTL’s 5-for-4 stock split in October 1999) of its NTL
common stock for total proceeds of $498.3 miilion and recorded to investment income a pre-tax gain of $284.2
million.

Sales of Other investments
During the years ended December 31, 2000, 1999 and 1998, the Company recorded to investment income pre-tax
gains of $233.4 million, $38.8 million and $0.7 million, respectively, on sales of certain of its other investments.

Impairment Losses

During the years ended December 31, 2000, 1999 and 1998, the Company recorded to investment expense pre-tax
losses of $74.4 million, $35.5 million and $152.8 mullion, respectively, on certain of its investments based on
declines in value that were considered other than temporary.

Investment Expense Related to Call Options

During the years ended December 31, 1999 and 1998, the Company recorded $18.1 million and $105.5 million,
respectively, of investment expense related to changes in the value of and the settlement of call options on certain
of the Company’s fair value method investments, all of which expired by November 1999,
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(a)

Equity Method

The Company records its proportionate interests in the net income (loss) of certain of its equity method investees
in arrears. The Company's recorded investments exceed its proportionate interests in the book value of the investees'
net assets by $336.3 million as of December 31, 2000 (related to the Company’s investments in The Golf Channel
and Susquehanna Cable). Such excess is being amortized to equity in net income or loss, over a period of twenty
years, which is consistent with the estimated lives of the underlying assets. The original cost of investments
accounted for under the equity method totaled $506.5 million and $235.6 million as of December 31, 2000
and1999, respectively. Summarized financial information is not presented for Sprint PCS, Teleport or Birmingham
Cable Corporation Limited and Cable London, PLC (together, the “UK Investees™) as of December 31, 2000 and
1999 or for the years ended December 31, 2000 and 1999, as such investments are no longer accounted for under
the equity method. Summarized financial information for the Company's equity method investees for the year ended
December 31, 1998 is as follows (dollars in millions).

Sprint UK
PCS Teleport Investees Other Combined
Year Ended December 31, 1998:
Combined Results of Operations
Revenues, net ....... I $1,136.5 $605.8 $197.8 $638.6 $2,578.7
Operating, selling, general and
administrative expenses . . . . ... 2,587.6 558.7 153.3 653.8 39534
Depreciation and amortization ... 749.5 163.4 69.7 69.1 1,051.7
Operatingloss ................ (2,200.6) (116.3) (25.2) (84.3) (2,426.4)
Netloss(a) .........coccvounn, (2,572.8) (190.6) (78.8) (134.2) (2,976.4)
Company's Equity in Net Loss
Equity in current period net loss ..  ($385.9) ($27.2) ($28.9) ($66.4) ($508.4)
Amortization expense .......... (3.5) (0.5) (3.5) (7.5)
Total equity in netloss . ...... ($389.4) ($27.2) ($29.4) ($69.9) (3515.9)

Net loss also represents loss from continuing operations before extraordinary items and cumulative effect of

changes in accounting principles.

Golf Channel

During the year ended December 31, 2000, the Company exercised a call option to purchase shares held by certain
founding members and members of management and purchased shares held by other minority shareholders of The
Golf Channel for aggregate consideration of $137.8 million. The Company’s current ownership after these
transactions is 60.3%. The Company will continue to record its investment in The Golf Channel under the equity
method due to certain veto rights that are held by one of the remaining minority partners.

The Company does not have any additional significant contractual commitments with respect to any of its
investments. However, to the extent the Company does not fund its investees’ capital calls, 1t exposes itself to
dilution of its ownership interests.

Cost Method

It is not practicable to estimate the fair value of the Company's investments in privately held companies, accounted
for under the cost method, due to a lack of quoted market prices.
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Gain from Equity Offering of Affiliate

For the year ended December 31, 1998, Teleport 1ssued shares of its Class A Common Stock. As a resuit of this
stock issuance, the Company recognized a $157.8 million increase in its proportionate share of Teleport's net assets

as gain from equity offering of affiliate.

LONG-TERM DEBT
December 31,
2000 1999
(Doliars in millions)

Commercial Paper $1,3235
Notes payable to banks due in installments through 2009 ................ 1,751.4 $2,324.0
9-5/8% Senior notes, due 2002 . ... ... e 200.0 200.0
8-1/8% Senior notes, due 2004 . .. ... .. . 299.9 299.8

8-3/8% Senior notes, due 20035 . .. ... .. 696.3
8-3/8% Senior notes, due 2007 . . .. ... e 597.2 596.8
8-7/8% Senior notes, due 2007 ... ... ... 249.0 248.9
6.20% Senior notes, due 2008 ... ... ... .. ... 798.2 798.1
7-5/8% Senior notes, due 2008 . . ... ... ... .. 197.1 196.8

7-5/8% Senior notes, due 2008 .. ... .. .. ... ... 147.4
8-7/8% Semior notes, due 2017 .. ... .. ... ... 545.8 545.7
8-1/2% Senior notes, due 2027 . ... ... ... . 249.6 249.6
10-1/4% Senior subordinated debentures, due 2001 ... .................. 100.4 100.4
9-3/8% Senior subordinated debentures, due 2005 . ..................... 172.5
9-1/8% Senior subordinated debentures, due 2006 .. .................... 144.7

10-1/2% Senior subordinated debentures, due 2006 . ... ................. 123.8

8-1/4% Senior subordinated debentures, due 2008 . ... .................. 149.1
9-1/2% Senior subordinated debentures, due 2008 . ..................... 198.5
10-1/2% Senior subordinated debentures, due 2008 . .. .................. 100.0
10-5/8% Senior subordinated debentures, due 2012 . .................... 257.0 257.0

Zero Coupon Convertible Debentures, due 2020 . ...................... 1,002.0
7% Disney Notes, due 2007 ................... e 132.8 132.8
ZONES at principal amount, due 2029 . .......... ... ... ... oL 1,806.8 1,806.8
Non-cash adjustment to carrying value ................ .. ... .. ...... 666.0
Other debt, due ininstallments . ........... ... ... ... ... ... .. 184.0 186.3
10,811.3 9,224.7
Less CuTent POrtion . . ... ... vttt ittt e e 293.9 517.5
$10,517.4 $8,707.2
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Maturities of long-term debt outstanding as of December 31, 2000 for the four years after 2001 are as follows
{(dollars in millions):

2002 .. $448.0
2003 .. 69.2
2004 .. e 308.7
2005 .. 3,303.5

Senior Notes Offerings

In January 2001, Comcast Cable sold an aggregate of $1.5 billion of public debt consisting of $500.0 millicn of
6.375% Senior Notes due 2006 and $1.0 billion of 6.75% Senior Notes due 2011. Comcast Cable used substantially
all of the net proceeds from the offerings to repay a portion of the amounts outstanding under its commercial paper
program and bank credit facility.

Zero Coupon Convertible Debentures

In December 2000, the Company 1ssued $1.285 billion princtpal amount at maturity of Zero Coupon Debentures
for proceeds of $1.002 billion. In January 2001, the Company issued an additional $192.8 million principal amount
at maturity of Zero Coupon Debentures for proceeds of $150.3 million. The Company used substantially all of the
net proceeds from the offering to repay a portion of the amounts outstanding under Comcast Cable’s commercial
paper program and bank credit facility.

The Zero Coupon Debentures have a yield to maturity of 1.25%, computed on a semi-annual bond equivalent basis.
The Zero Coupon Debentures may be converted, subject to certain restrictions, into shares of the Company’s Class
A Special Common Stock at the option of the holder at a conversion rate of 14.2566 shares per $1,000 principal
amount at maturity, representing an initial conversion price of $54.67 per share. The Zero Coupon Debentures are
senior unsecured obligations. The Company may redeem for cash all or part of the Zero Coupon Debentures on or
after December 19, 2005. Holders may require the Company to repurchase the Zero Coupon Debentures on
December 19, 2001, 2003, 2005, 2010 and 2015. The Company may choose to pay the repurchase price for 2001,
2003 and 2005 repurchases in cash or shares of its Class A Special Common Stock or a combination of cash and
shares of its Class A Special Common Stock. The Company may pay the repurchase price for the 2010 and 2015
repurchases in cash only.

Holders may surrender the Zero Coupon Debentures for conversion at any time prior to maturity if the closing price
of the Company's Class A Special Common Stock is greater than 110% of the accreted conversion price for at least
20 trading days of the 30 trading days prior to conversion.

Amounts outstanding under the Zero Coupon Debentures are classified as long-term in the Company's consolidated
balance sheet as of December 31, 2000 as the Company has both the ability and the intent to refinance the Zero
Coupon Debentures on a long-term basis with amounts available under the Comcast Cable Revolver (see “Comcast
Cable Refinancing” below) in the event holders of the Zero Coupon Debentures exercise their rights to require the
Company to repurchase the Zero Coupon Debentures in December 2001.

Comcast Cable Refinancing

In August 2000, the Company repaid and retired all amounts outstanding under the existing bank credit facilities
of its cable communications subsidiaries, totaling approximately $2.4 billion, with the proceeds from a new senior
bank credit facility and new commercial paper program. The Company's new senior bank credit facility consists
of a $2.25 billion, five-year revolving credit facility and a $2.25 billion, 364-day revolving credit facility (together,
the “Comcast Cable Revolver™). The 364-day revolving credit facility supports Comcast Cable’s new commercial
paper program. The Company borrowed $1.4 billion under the five-year facility and $1.0 billion under the
commercial paper program to repay and retire the subsidiaries' credit facilities.
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Amounts outstanding under the commercial paper program are classified as long-term in the Company's
consolidated balance sheet as of December 31, 2000 as the Company refinanced a portion of these obligations on
a long-term basis with proceeds from the Comcast Cable senior notes offerings in January 2001 and has both the
ability and the intent to refinance these obligations, if necessary, on a long-term basis with amounts available under
the Comcast Cable Revolver.

ZONES

During the fourth quarter of 1999, the Company issued 2.0% Exchangeable Subordinated Debentures due 2029
(the “ZONES™) in the aggregate principal amount of $1.807 billion. At maturity, holders of the ZONES are entitled
to recerve in cash an amount equal to the higher of (a) the principal amount of the ZONES, or (b) the market value
of two shares of Sprint PCS Stock. Prior to maturity, each ZONES is exchangeable at the holders option for an
amount of cash equal to 95% of the market value of two shares of Sprint PCS Stock.

The ZONES have been accounted for as an indexed debt instrument since the maturity value is dependent upon the
fair value of Sprint PCS Stock. Therefore, the carrying value of the ZONES was adjusted each balance sheet date
to reflect the fair value of the underlying Sprint PCS Stock with the change included in (income) expense related
to indexed debt in the Company’s consolidated statement of operations. During the years ended December 31, 2000
and 1999, the Company recorded (income) expense related to indexed debt of ($666.0) million and $666.0 million,
respectively. The Company’s investment in Sprint PCS was accounted for as available for sale, with changes in fair
value being reflected in accumulated other comprehensive income (see Note 4). As of December 31, 2000, the
number of Sprint PCS shares held by the Company exceeded the number of ZONES outstanding.

Debt Assumed

In connection with the Lenfest Acquisition, the tonsolidation of Garden State Cable and the Prime Acquisition (see
Note 3), the Company assumed aggregate debt of $2.146 billion with interest rates ranging between 6.95% and
10.5%, and maturities between 2001 and 2008.

Redemptions of Debt

During 2000, the Company repurchased certain senior subordinated debentures having an aggregate principal
amount of $615.7 million. During 1999, the Company repurchased certain senior subordinated debentures having
an aggregate principal amount of $192.2 million and repaid $200.0 million in notes payable to insurance companies
having an interest rate of 8.6%. In March 1999, the Company issued 8.7 million 3.35% Exchangeable Extendable
Subordinated Debentures due 2029 (the “PHONES") for gross proceeds of $718.3 million. At maturity, holders
of the PHONES were entitled to receive in cash an amount equal to the higher of (a) the principal amount of the
PHONES, or (b) the market value of AT&T common stock. In July 1999, the Company redeemed all $718.3 million
principal amount of the PHONES. The Company redeemed the PHONES due to its transaction with AT&T in
which it intends to use AT&T shares as consideration for the purchase of cable systems from AT&T (see Note 3).

In March 1998, the Company completed the redemption of its $541.9 million principal amount 1 1/8% discount
convertible subordinated debentures due 2007 (the “1 1/8% Debentures™). The Company issued 20.8 million shares
of its Class A Special Common Stock upon conversion of $540.2 million principal amount of 1 1/8% Debentures
while $1.7 million principal amount of 1 1/8% Debentures was redeemed for cash at a redemption price of 67.112%
of the principal amount, together with accrued interest thereon. Stockholders’ equity was increased by the full
amount of 1 1/8% Debentures converted plus accrued interest, less unamortized debt issue costs. Unamortized debt
issue costs related to the 1 1/8% Debentures redeemed for cash were not significant. The issuance of the Company’s
Class A Special Common Stock upon conversion of the 1 1/8% Debentures had no impact on the Company’s
consolidated statement of cash flows due its noncash nature.

Extraordinary Items

Extraordinary items for the years ended December 31, 2000, 1999 and 1998 of $23.6 million, $51.0 million and
$4.2 million, respectively, consist of unamortized debt issue costs and debt extinguishment costs, net of related tax
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benefits, expensed principally in connection with the redemptions and refinancings of certain indebtedness
described above.

Interest Rates
Bank debt interest rates vary based upon one or more of the following rates at the option of the Company:

Prime rate to prime plus .75%;
Federal Funds rate plus .5% to 1.25%; and
LIBOR plus .19% to 1.875%.

As of December 31, 2000 and 1999, the Company's effective weighted average interest rate on 1ts variable rate debt
outstanding was 7.34% and 6.67%, respectively.

Interest Rate Risk Management

The Company is exposed to the market risk of adverse changes in interest rates. To manage the volatility relating
to these exposures, the Company’s policy is to maintain a mux of fixed and variable rate debt and enter into various
interest rate derivative transactions as described below.

Using Swaps, the Company agrees to exchange, at specified intervals, the difference between fixed and variable
interest amounts calculated by reference to an agreed-upon notional principal amount. Caps are used to lock in a
maximum interest rate should variable rates rise, but enable the Company to otherwise pay lower market rates.
Collars limit the Company's exposure to and benefits from interest rate fluctuations on variable rate debt to within
a certain range of rates.

All derivative transactions must comply with a board-approved derivatives policy. In addition to prohibiting the
use of derivatives for trading purposes or that increase risk, this policy requires quarterly monitoring of the
portfolio, including portfolio valuation, measuring counterparty exposure and performing sensitivity analyses.

The following table summarizes the terms of the Company's existing Swaps, Caps and Collars as of December 31,
2000 and 1999 (dollars in millions):

Notional Average Estimated
Amount Maturities Interest Rate Fair Value
As of December 31, 2000
Variable to Fixed Swaps $377.7 2001-2003 5.2% $3.7
Fixed to Variable Swaps 450.0 2004-2008 7.7% 3.2
As of December 31, 1999
Variable to Fixed Swaps $1,111.8 2000-2003 5.6% $16.9
Fixed to Variable Swaps 300.0 2004 7.7% 3.9
Caps 140.0 2000 6.8%
Collar 50.0 2000 6.3%/4.0% 0.1

The notional amounts of interest rate instruments, as presented in the above table, are used to measure interest to
be paid or received and do not represent the amount of exposure to credit loss. The estimated fair value
approximates the proceeds (costs) to settle the outstanding contracts. While Swaps, Caps and Collars represent an
integral part of the Company's interest rate risk management program, their incremental effect on interest expense
for the years ended December 31, 2000, 1999 and 1998 was not significant.

Estimated Fair Value
The Company's long-term debt had estimated fair values of $10.251 billion and $9.231 billion as of December 31,
2000 and 1999, respectively. The estimated fair value of the Company's publicly traded debt is based on quoted
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market prices for that debt. Interest rates that are currently available to the Company for issuance of debt with
similar terms and remaining maturities are used to estimate fair value for debt issues for which quoted market prices
are not available.

Debr Covenants

Certain of the Company's subsidiaries' loan agreements contain restrictive covenants which, for example, limit the
subsidiaries’ ability to enter into arrangements for the acquisition of property and equipment, investments, mergers
and the incurrence of additional debt. Certain of these agreements contain financial covenants which require that
certain ratios and cash flow levels be maintained and contain certain restrictions on dividend payments and
advances of funds to the Company. The Company and its subsidiaries were in compliance with all financial
covenants for all periods presented.

As of December 31, 2000, $286.3 million of the Company's cash, cash equivalents and short-term investments is
restricted to use by subsidiaries of the Company under contractual or other arrangements. Restricted net assets of
the Company's subsidiaries were approximately $1.1 billion as of December 31, 2000.

Lines and Letters of Credit
As of December 31, 2000, certain subsidiaries of the Company had unused lines of credit of $2.182 billion under
their respective credit facilities.

As of December 31, 2000, the Company and certain of its subsidiaries had unused irrevocable standby letters of
credit totaling $138.6 million to cover potential fundings under various agreements.

6. STOCKHOLDERS' EQUITY -

Preferred Stock

The Company is authorized to issue, in one or more series, up to a maximum of 20.0 mitlion shares of preferred
stock. The shares can be issued with such designations, preferences, qualifications, privileges, limitations,
restrictions, options, conversion rights and other special or related rights as the Company's board of directors shail
from time to time fix by resolution.

In June 1997, the Company issued the Series B Preferred Stock. The Series B Preferred Stock has a 5.25% pay-in-
kind annual dividend. Dividends are paid quarterly through the issuance of additional shares of Series B Preferred
Stock (the “Additional Shares”) and are cumulative from the issuance date (except that dividends on the Additional
Shares will accrue from the date such Additional Shares are issued). The Series B Preferred Stock, including the
Additional Shares, is convertible, at the option of the holder, into 42.4 million shares of the Company’s Class A
Special Common Stock, subject to adjustment in certain limited circumstances, which equals an initial conversion
price of $11.77 per share, increasing as a result of the Additional Shares to $16.96 per share on June 30, 2004. The
Series B Preferred Stock is mandatorily redeemable on June 30, 2017, or, at the option of the Company beginning
on June 30, 2004 or at the option of the holder on June 30, 2004 or on June 30, 2012. Upon redemption, the
Company, at its option, may redeem the Series B Preferred Stock with cash, Class A Special Common Stock or a
combination thereof. The Series B Preferred Stock is generally non-voting. In December 2000, the Company issued
approximately 38.3 million shares of its Class A Special Common Stock to the holder in connection with the
holder’s election to convert $533.6 million at redemption value of Series B Preferred Stock. As the Company
intends to redeem the Series B Preferred Stock with Class A Special Common Stock upon redemption, the Series
B Preferred Stock has been classified as a component of stockholders’ equity as of December 31, 2000 and 1999.

Common Stock

The Company’s Class A Special Common Stock is generally nonvoting and each share of the Company’s Class A
Common Stock is entitled to one vote. Each share of the Company’s Class B Common Stock is entitled to fifteen
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votes and is convertible, share for share, into Class A or Class A Special Common Stock, subject to certain
restrictions.

Stock Split

In March 1999, the Company’s board of directors authorized an increase in the number of authorized shares of the
Company’s Class A Special Common Stock from 500 million shares to 2.5 billion shares and also authorized a two-
for-one stock split in the form of a 100% stock dividend (the “Stock Split”) payable in May 1999. The dividend
was paid in Class A Special Common Stock to the holders of Class A Common, Class A Special Common and
Class B Common Stock. The average number of shares outstanding and related prices, per share amounts, share
conversions and stock option data have been retroactively restated to reflect the Stock Spiit. The Company’s board
of directors also eliminated the quarterly cash dividend of $.0117 per share on all classes of 1ts common stock. The
last quarterly cash dividend was paid in March 1999.

Repurchase Program

Based on the trade date for stock repurchases, during the years ended December 31, 2000, 1999 and 1998, the
Company repurchased 9.1 million shares, 1.0 million shares and 0.6 million shares, respectively, of its common
stock for aggregate consideration of $324.9 million, $30.7 million and $12.9 million, respectively, pursuant to its
Board-authorized repurchase programs.

As part of the repurchase program, during the years ended December 31, 2000, 1999 and 1998, the Company sold
Comcast Put Options on 2.0 million shares, 5.5 million shares and 4.0 million shares of its Class A Special
Common Stock, respectively. The Comcast Put Optiens give the holder the right to require the Company to
repurchase such shares at specified prices on specific dates. All Comcast Put Options sold during 1999 and 1998
expired unexercised. Comcast Put Options on 0.7 mullion shares expired unexercised during the fourth quarter of
2000 with the remaining Comcast Put Options set to mature on specific dates during the first quarter of 2001, The
amount the Company would be obligated to pay to repurchase such shares upon exercise of the outstanding
Comcast Put Options, totaling $54.6 million, was reclassified from additional capital to common equity put options
in the Company’s December 31, 2000 consolidated balance sheet. The difference between the proceeds from the
sale of the Comcast Put Options and their estimated fair value was not significant as of December 31, 2000.

Share Exchanges

During the years ended December 31, 2000 and 1999, the Company issued approximately 1.0 million shares and
4.6 million shares of its Class A Special Common Stock, respectively, in exchange for approximately 1.1 million
shares and 4.9 million shares of its Class A Common Stock, respectively. The Class A Common Stock was
subsequently retired.

Stock-Based Compensation Plans

As of December 31, 2000, the Company and its subsidiaries have several stock-based compensation plans for
certain employees, officers, directors and other persons designated by the applicable compensation committees of
the boards of directors of the Company and its subsidiaries. These plans are described below.

Comecast Option Plans. The Company maintains qualified and nonqualified stock option plans for certain
employees, directors and other persons under which fixed stock options are granted and the option price is generally
not less than the fair value of a share of the underlying stock at the date of grant (collectively, the “Comcast Option
Plans™). Under the Comcast Option Plans, 59.3 million shares of Class A Special Common Stock were reserved
as of December 31, 2000. Option terms are generally from five to 10%2 years, with options generally becoming
exercisable between two and 9% years from the date of grant.
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A summary of the activity of the Comcast Option Plans as of and for the years ended December 31, 2000, 1999 and
1998 is presented below (options in thousands):

2000 1999 1998
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Options Price Options Price Options Price
Class A Special Common Stock
Outstanding at beginning of year 40,416 $16.01 43,002 $11.09 32,220 $7.75
Granted 15,300 39.43 7,403 34.16 16,350 16.53
Exercised (4,805) 8.60 (7.527) 6.76 (3,970) 6.60
Canceled (1.293) 25.98 (2,462) 12.90 (1,598) 10.48
Outstanding at end of year 49,618 23.69 40,416 16.01 43,002 11.09
Exercisable at end of year 13,267 11.35 10,947 8.19 15,390 $7.30
Class B Common Stock -
Outstanding at beginning of year 658 $2.85
Exercised (658) 2.85

Outstanding at end of year

Exercisable at end of year

The following table summarizes information about the Class A Special Common Stock options outstanding under
the Comcast Option Plans as of December 31, 2000 (options in thousands):

Options Outstanding Options Exercisable
Weighted-
Average Weighted- Weighted-

Range of Number Remaining Average Number Average
Exercise Outstanding  Contractual Exercise Exercisable  Exercise
Prices at 12/31/00 Life Price at 12/31/00 Price

$4.17 t0 $10.58 13,088 3.4 years $8.26 8,297 $8.14
$11.00 to $16.94 12,385 7.3 years $16.19 4,182 $15.99
$17.09 to $37.56 13,066 8.6 years $31.61 756 $19.42
$37.75 to $53.13 11,079 9.3 years $40.96 32 $46.00

49,618 13,267

———

The weighted-average fair value at date of grant of a Class A Special Common Stock option granted under the
Comcast Option Plans during 2000, 1999 and 1998 was $21.20, $20.41 and $8.54, respectively. 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: dividend yield of -0-%, -0-% and .44% for 2000, 1999 and 1998, respectively;
expected volatility of 35.8%, 36.1% and 31.3% for 2000, 1999 and 1998, respectively; risk-free interest rate of
6.3%, 5.8% and 5.6% for 2000, 1999 and 1998, respectively; expected option lives of 8.0 years, 9.9 years and 9.9
years for 2000, 1999 and 1998, respectively; and a forfeiture rate of 3.0% for all years.
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Subsidiary Option Plans. Certain of the Company’s subsidiaries maintain qualified and nonqualified combination f
stock option/stock appreciation rights (“SAR”) plans (collectively, the “Tandem Plans”) for employees, officers,
directors and other designated persons. Under the Tandem Plans, the option price is generally not less than the fair
value, as determined by an independent appraisal, of a share of the underlying common stock at the date of grant.
If the SAR feature of the Tandem Plans is elected by the eligible participant, the participant receives 75% of the
excess of the fair value of a share of the underlying common stock over the exercise price of the option to which
it is attached at the exercise date. Option holders have stated an intention not to exercise the SAR feature of the
Tandem Plans. Because the exercise of the option component 1s more likely than the exercise of the SAR feature,
compensation expense is measured based on the stock option component. Under the Tandem Plans, option/SAR
terms are ten years from the date of grant, with options/SARs generaily becoming exercisable over four to five years
from the date of grant.

The QVC Tandem Plan is the most significant of the Tandem Plans. Summary information related to the QVC
Tandem Plan as of December 31, 2000, 1999 and 1998 is presented below (options/SARS in thousands):

2000 1999 1998

Options/SARs outstanding at end
Of YEAr . . ot e 219 200 206

Weighted-average exercise price of
options/SARs outstanding

atendof year ... $789.51 3618.02 $500.82
Options/SARs exercisable at end
Of YEar . ..o e 79 80 37

Weighted-average exercise price
of options/SARs exercisable
atendofyear .............. ... $606.92 $505.86 $397.46

As of the latest valuation date, the fair value of a share of QVC Common Stock was $1,216.00.
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Had compensation expense for the Company's aforementioned stock-based compensation plans been determined
based on the fair value at the grant dates for awards under those plans under the provisions of SFAS No. 123, the
Company's net income and net income per share would have changed to the pro forma amounts indicated below
{dollars in millions, except per share data):

2000 1999 1998

Netincome —Asreported ........................ $2,021.5 $1,065.7 $972.1
Netincome —Proforma ......................... 1,918.1 1,005.5 936.4
Net income for common stockholders —

Asreported .......... ... ... ool $1,998.0 $1,036.0 $943.0
Net income for common stockholders —

Proforma .......... ... .. . .. . . . . . . . . .. 1,894.6 975.8 907.3
Basic earnings for common stockholders

per common share — Asreported ............... $2.24 $1.38 $1.29
Basic earnings for common stockholders

per common share-Proforma ................. 2.13 1.30 1.24
Diluted earnings for common stockholders

per common share — Asreported ............... $2.13 $1.30 $1.21
Diluted earnings for common stockholders

per common share -Proforma ................. 2.02 1.23 1.17

The pro forma effect on net income and net income per share for the years ended December 31, 2000, 1999 and
1998 by applying SFAS No. 123 may not be indicative of the pro forma effect on net income or loss in future years
since SFAS No. 123 does not take into consideration pro forma compensation expense related to awards made prior
to January I, 1995 and since additional awards in future years are anticipated.

Other Stock-Based Compensation Plans

The Company maintains a restricted stock program under which management employees may be granted restricted
shares of the Company's Class A Special Common Stock. The shares awarded vest annually, generally over a period
not to exceed five years from the date of the award, and do not have voting or dividend rights until vesting occurs.
At December 31, 2000, there were 1.2 million unvested shares granted under the program, of which 728,000 vested
in January 2001. During the years ended December 31, 2000, 1999 and 1998, 504,000, 170,000 and 656,000 shares
were granted under the program, respectively, with a weighted-average grant date market value of $37.80, $43.22
and $17.33 per share, respectively. Compensation expense recognized during the years ended December 31, 2000,
1999 and 1998 under this program was $9.2 million, $4.7 million and $5.3 million, respectively.

Certain of the Company’s subsidiaries have SAR plans for certain employees, officers, directors and other persons
(the “SAR Plans”). Under the SAR Plans, eligible participants are entitled to receive a cash payment equal to 100%
of the excess, if any, of the fair value of a share of the underlying common stock at the exercise date over the fair
value of such a share at the grant date. The SARs have a term of ten years from the date of grant and become
exercisable over four to five years from the date of grant. Compensation expense related to the SAR Plans of $2.2
million, $6.4 miilion and $14.8 million was recorded during the years ended December 31, 2000, 1999 and 1998,
respectively. Compensation expense during the year ended December 31, 1998 included $11.6 million related to
the termination of a subsidiary SAR Plan.
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7.

INCOME TAXES

The Company joins with its 80% or more owned subsidiaries (the “Consolidated Group™) in filing consolidated
federal income tax returns. QVC and E! Entertainment, each file separate consolidated federal income tax returns.
Income tax expense consists of the following components:

Year Ended December 31,
2000 1999 1998
(Dollars in mullions)

Current expense

Federal ........ ... ... . $321.4 $606.7 $135.5
State ... e 42.8 188.4 27.5
Foreign ..... ... . .. 2.5 2.0
366.7 797.1 163.0
Deferred expense (benefit)
Federal .. ... ... ... . . . . . . . 998.6 (65.2) 424.6
State .. e 76.0 (8.2) 6.4
1,074.6 (73.4) 431.0
Income tax expense ........... ... .. ... $1,441.3 $723.7 $594.0

The effective income tax expense of the Company differs from the statutory amount because of the effect of the
following items:

Year Ended December 31,
2000 1999 1998
(Dollars in mallions)
Federal tax atstatutoryrate ........................u... $1,260.6 $525.0 $545.1
Non-deductible depreciation and amortization ............. 102.1 49.8 41.0
State income taxes, net of federal benefit ................. 772 117.1 220
Foreign (income) losses and equity in net losses of affiliates .. 8.0 2.0) (11.2)
Other . ... .. (6.6) 33.8 (2.9)
Income tax €Xpense ...................o.iiiiiiian, 51,4413 $723.7 $594.0
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Significant components of the Company's net deferred tax liability are as follows:

December 31,
2000 1999
(Dollars in millions)

Deferred tax assets:

Net operating loss carryforwards .................. $289.8 $240.0
Reserves for bad debts and obsolete inventory ....... 109.0 106.9
Differences between book and tax basis of
indexed debt securities . ........... i 223.1
Other . ... . e 163.5 153.5
Less: Valuation allowance ....................... (178.2)
562.3 545.3

Deferred tax liabilities:
Temporary differences, principally book and tax basis

of property and equipment and deferred charges . ... 5,234.8 1,854.5
Differences between book and tax basis
ININVEStMENtS .. .. v it 1,838.2 3,959.9
Differences between book and tax basis of
indexed debt securities ............ ... ... ..., 65.9
7,138.9 5,814.4
Net deferred tax liability .......................... $6,576.6 $5,269.1

The Company recorded $3.308 billion of deferred income tax liabilities in 2000 in connection with acquisitions
principally related to basis differences in property and equipment and deferred charges. The Company recorded
($3.055) billion, $2.730 billion and $489.4 million of deferred income taxes in 2000, 1999 and 1998, respectively,
in connection with unrealized (losses) gains on marketable securities which are included in other comprehensive
income.

The Company has recorded net deferred tax liabilities of $789.9 million and $2.119 billion, as of December 31,
2000 and 1999, respectively, which have been included in current liabilities, related primarily to current
investments. The Company has net operating loss carryforwards of approximately $470.0 million which expire
primarily in periods through 2019.

8. STATEMENT OF CASH FLOWS - SUPPLEMENTAL INFORMATION

The Company made cash payments for interest of $705.8 million, $529.2 million and $418.9 million during the
years ended December 31, 2000, 1999 and 1998, respectively.

The Company made cash payments for income taxes of $669.0 million, $190.5 million and $129.2 million during
the years ended December 31, 2000, 1999 and 1998, respectively. The current tax payments principally relate to
capital gains on security transactions, liquidated damages, and the income attributable to QVC.

During the year ended December 31, 2000, the Company acquired all of the capital stock and/or partnership
interests not previously owned by the Company of Lenfest, Garden State Cable, Jones Intercable, Prime and
Comcast MHCP, principally through the issuance of the Company’s Class A Special Common Stock and the
conversion of convertible notes. In addition, on December 31, 2000, the Company completed its cable systerns
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exchange with AT&T (see Note 3). The fair values of the assets and liabilities acquired by the Company during
the year ended December 31, 2000 are presented as follows (in millions):

Currentassets ......................... $198.1
Investments .......................... 4373
Property, plant & equipment . ............ 1,030.9
Deferred charges .. ................... 14,558.6
Current liabilities ...................... (282.4)
Long-termdebt . ..................... .. (2,146.3)
Deferred income taxes .................. (3,308.0)
Net assets acquired ................. $10,488.0

9. COMMITMENTS AND CONTINGENCIES

Commitments

The Company and the owners of the 34% interest in Comcast Spectacor that the Company does not own (the
“Minority Group’) each have the right to initiate an “exit” process under which the fair market value of Comcast
Spectacor would be determined by appraisal. Following such determination, the Company would have the option
to acquire the interests in Comcast Spectacor owned by the Minority Group based on the appraised fair market
value. In the event the Company did not exercise this option, the Company and the Minority Group would then be
required to use their best efforts to sell Comcast Spectacor.

The Wait Disney Company (‘“Disney”), in certain circumstances, is entitled to cause Comcast Entertainment
Holdings LLC (“Entertainment Holdings™), which is owned 50.1% by the Company and 49.9% by Disney, to
purchase Disney’s entire interest in Entertainment Holdings at its then fair market value (as determined by an
appraisal process). If Entertainment Holdings elects not to purchase Disney's interests, Disney has the right, at its
option, to purchase either the Company's entire interest in Entertainment Holdings or all of the shares of stock of
E! Entertainment held by Entertainment Holdings in each case at fair market value. In the event that Disney
exercises its rights, as described above, a portion or all of the Disney Notes (see Note 5) may be replaced with a
three year note due to Disney.

Liberty Media Group (‘“‘Liberty”), a majority owned subsidiary of AT&T, may, at certain times, trigger the exercise
of certain exit rights with respect to its investment in QVC. If the exit rights are triggered, the Company has first
right to purchase the stock in QVC held by Liberty at Liberty's pro rata portion of the fair market value (on a going
concern or liquidation basis, whichever is higher, as determined by an appraisal process) of QVC. The Company
may pay Liberty for such stock, subject to certain rights of Liberty to consummate the purchase in the most tax-
efficient method available, in cash, the Company's promissory note maturing not more than three years after
issuance, the Company's equity securities or any combination thereof. If the Company elects not to purchase the
stock of QVC held by Liberty, then Liberty will have a similar right to purchase the stock of QVC held by the
Company. If Liberty elects not to purchase the stock of QVC held by the Company, then Liberty and the Company
will use their best efforts to sell QVC.
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Mimimum annual rental commitments for office space, equipment and transponder service agreements under
noncancellable operating leases as of December 31, 2000 are as follows:

(Dollars
in millions)
2001 ... $73.0
2002 ... 59.7
2003 .. s 55.9
2004 ... 50.8
2005 .. e 41.5
Thereafter ............ ... ... ........ 228.0

Rental expense of $76.7 million, $71.1 million and $64.8 million for 2000, 1999 and 1998, respectively, has been
charged to operations.

Contingencies

The Company is subject to legal proceedings and claims which arise in the ordinary course of its business. In the
opinion of management, the amount of ultimate liability with respect to these actions will not materially affect the
financial position, results of operations or liquidity of the Company.

In connection with a license awarded to an affiliate, the Company is contingently liable in the event of
nonperformance by the affiliate to reimburse a bank which has provided a performance guarantee. The amount of
the performance guarantee is approximately $500 million; however the Company’s current estimate of the amount
of expenditures (principally in the form of capital expenditures) that will be made by the affiliate necessary to
comply with the performance requirements will not exceed $150 million.
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10.

FINANCIAL DATA BY BUSINESS SEGMENT

The following represents the Company's significant business segments, “Cable” and “Commerce.” The components
of net income (loss) below operating income (loss) are not separately evaluated by the Company’s management on

a segment basis (see the Company’s consolidated statement of operations) (dollars in millions).

Corporate
Cable Commerce  _and Other(1) Total

2000

REVEIUES . oottt it ettt e e e e e e $4,185.0 $3,535.9 $497.7 $8,218.6
Operating income (loss) before depreciation and amortization (2) . 1,899.6 619.2 (48.5) 2,470.3
Depreciation and amortization . ............................ 2,417.7 125.9 87.7 2,631.3
Operating income (10SS) . ... oottt i et (518.1) 493.3 (136.2) (161.0)
Interestexpense ........ ... it e 515.7 349 140.8 691.4
Al oLt e e e 25,750.3 2,503.0 7,491.2 35,7445
Long-termdebt ........ ... ... ... ... . . ... 6,711.0 302.0 3,504.4 10,5174
Capital expenditures ............ . ... . it 1,248.1 1559 232.8 1,636.8
1999

ReVeNUES ... .ot $2,929.3 $3,167.4 $432.5 $6,529.2
Operating income (loss) before depreciation and amortization (2) . 1,353.0 538.8 (11.8) 1,880.0
Depreciation and amortization . .................. ... ..., 1,026.6 117.2 722 1,216.0
Operating income (10SS) ... .........civiirriiii.. 3264 421.6 (84.0) 664.0
INtEreSt EXPEMSE . o . ot i ettt e et 353.0 39.6 145.7 538.3
ASSBES .+ it e e e 10,855.3 2,243.6 15,586.7 28,685.6
Long-termdebt........... ... ... .. .. . il 4,735.3 476.7 3,495.2 8,707.2
Capital expenditures ............ ..o i, 739.6 80.1 74.1 893.8
1998

REVEIUES .« v vttt et et it ettt e e $2,277.4 $2,676.4 $465.2 $5.419.0
Operating income (loss) before depreciation and amortization (2) . 1,096.6 434.2 (34.1) 1,496.7
Depreciation and amortization . .................coivn.on.. 674.2 126.1 139.3 939.6
Operating income (10SS) .. .. ..o i i 422.4 308.1 (173.4) 557.1
Interestexpense ....... ... ... e 223.6 51.1 192.0 466.7
AL ittt e e e 6,449.4 2,101.8 6,159.3 14,710.5
Long-termdebt ... ... ... .. ... .. .. 3.462.1 626.8 1,375.3 5,464.2
Capital expenditures ......... ... ... .. i i, 711.1 67.2 120.6 898.9

M

@

Other includes segments not meeting certain quantitative guidelines for reporting. Other includes certain operating businesses

such as Comcast-Spectacor, E! Entertainment, the Company’s domestic wireline telecommunications and international wireless
operations, the Company’s consolidated UK cable and telecommunications operations (prior to October 29, 1998), the
Company’s DBS operations (prior to April 1, 1998) and elimination entries related to the segments presented. Corporate and
other assets consist primarily of the Company’s mvestments (see Note 4).

Operating income (loss) before depreciation and amortization is commonly referred to in the Company's businesses as “‘operating
cash flow (deficit).” Operating cash flow is a measure of a company's ability to generate cash to service its obligations, including
debt service obligations, and to finance capital and other expenditures. In part due to the capital intensive nature of the
Company's businesses and the resulting significant level of non-cash depreciation and amortization expense, operating cash flow
is frequently used as one of the bases for comparing businesses in the Company’s industries, although the Company’s measure
of operating cash flow may not be comparable to similarly tiled measures of other companies. Operating cash flow is the
primary basis used by the Company’s management to measure the operating performance of its businesses. Operating cash flow
does not purport to represent net income or net cash provided by operating activities, as those terms are defined under generally
accepted accounting principles, and should not be considered as an alternative to such measurements as an indicator of the
Company's performance.
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11. QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

First Second Third Fourth Total
Quarter Quarter Quarter Quarter (3) Year
{Dollars 1n millions, except per share data)

2000(1)
REVEIUES . . v ot vo v e e e e e ia e $1,938.9 $1,912.1 $1,960.0 $2,407.6 $8.218.6
Operating income before depreciation and amortization (2) . 586.9 602.8 605.7 6749 24703
Operating income (l0S8) . . ..o v 41.2 (31.6) (56.4) (114.2) (161.0)
Income (loss) from continuing operations

before extraordinary items ... ...t (186.4) 198.8  1,249.1 783.6 2,045.1

Basic earnings (loss) for common
stockholders per common share
Income (loss) from continuing operations
before extraordinary items . ....... ..o .o (.23) 21 1.37 .87 227
Netincome (I0Ss) ... v v it e (.24) 20 1.37 .86 2.24
Diluted earnings (loss) for common
stockholders per common share
Income (loss) from continuing operations

before extraordinary items . ......... ... (.23) .20 1.29 .81 2.16
Netincome (I0SS) ... vv v (.24) .19 1.29 .80 2.13
1999 (1)
REVENMUES . . ..ottt $1,446.7 $1,549.2 $1,599.3 $1.934.0 $6,529.2
Operating income before depreciation and amortization (2) .~ 425.1 457.3 463.9 533.7 1,880.0
Operating inCome . .. ...t 186.6 149.8 151.0 176.6 664.0
Income (loss) from continuing operations
before extraordinary items . ...................... 101.8 826.3 20.4 (167.6) 780.9

Basic earnings (loss) for common
stockholders per common share
Income (loss) from continuing operations
before extraordinary items . ...................... 13 1.10 .02 (.23) 1.00
Netincome (J0SS) . o oo v v ee e .10 1.10 44 (.24) 1.38
Diluted earnings (loss) for common
stockholders per common share
Income (loss) from continuing operations
before extraordinaryitems .............. .. .00 ... 12 1.01 03 (:23) .95
Netincome (1088) . . oot e e .10 1.01 41 (.24) 1.30

(1) Results of operations for 2000 were affected by the Lenfest Acquisition in the first quarter, the Prime Acquisition
and the gain recognized on the Excite@Home transaction in the third quarter, the gain on the AT&T cable systems
exchange in the fourth quarter and the ZONES fair value adjustments throughout 2000 (see Notes 3 and 5). Results
of operations for 1999 were affected by the acquisition of a controlling interest in Jones Intercable and the receipt
of the MediaOne termination fee in the second quarter and the ZONES fair value adjustment in the fourth quarter
(see Notes 3 and 5).

{2) See Note 10, note 2.

(3) The Company's consolidated results of operations for the fourth quarter of 2000 and 1999 are also affected by the
seasonality of the Company's commerce operations.

- 63 -



ITEM 9 CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
PART III

The information called for by Item 10, Directors and Executive Officers of the Registrant (except for the
information regarding executive officers called for by Item 401 of Regulation S-K which is included in Part I hereof
as Item 4A in accordance with General Instruction G(3)), Item 11, Executive Compensation, Item 12, Security
Ownership of Certain Beneficial Owners and Management, and Item 13, Certain Relationships and Related
Transactions, is hereby incorporated by reference to our definitive Proxy Statement for our Annual Meeting of
Shareholders presently scheduled to be held in June 2001, which shall be filed with the Securities and Exchange
Commission within 120 days of the end of our latest fiscal year.
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PART IV
ITEM 14  EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(a) The following consolidated financial statements of ours are included in Part II, Item 8:

Independent Auditors’ Report ................ ... ... ...l 31
Consolidated Balance Sheet—December 31,2000and 1999 ................ 32
Consolidated Statement of Operations—Years

Ended December 31,2000, 1999 and 1998 . ...... ... ... .. .. ... . ... ... 33
Consolidated Statement of Cash Flows—Years

Ended December 31, 2000, 1999 and 1998 ........ ... .. .. .. ... ... ..... 34
Consolidated Statement of Stockholders’ Equity—

Years Ended December 31, 2000, 1999and 1998 .. ... ... ........ ... ..... 35
Notes to Consolidated Financial Statements ............................. 36

(b) (i) The following financial statement schedules required to be filed by Items 8 and 14(d) of Form 10-K are
included in Part I'V:

Schedule 1 - Condensed Financial Information of Registrant Unconsolidated (Parent Only)
Schedule II - Valuation and Qualifying Accounts

All other schedules are omitted because they are not applicable, not required or the requited information
is included in the consolidated financial statements or notes thereto.

(c) Reports on Form 8-K:
None.
(d) Exhibits required to be filed by Item 601 of Regulation S-K:

3.1(a) Amended and Restated Articles of Incorporation filed on July 24, 1990 (incorporated by
reference to Exhibit 3.1(a) to our Annual Report on Form 10-K for the year ended
December 31, 1995).

3.1{b) Amendment to Restated Articles of Incorporation filed on July 14, 1994 (incorporated by
reference to Exhibit 3.1(b) to our Annual Report on Form 10-K for the year ended
December 31, 1995).

3.1(c) Amendment to Restated Articles of Incorporation filed on July 12, 1995 (incorporated by
reference to Exhibit 3.1(c) to our Annual Report on Form 10-K for the year ended
December 31, 1995).

3. 1(d) Amendment to Restated Articles of Incorporation filed on June 24, 1996 (incorporated by
reference to Exhibit 4.1(d) to our Registration Statement on Form S-3, as amended, filed on
July 16, 1996).

3.1(e) Form of Statement of Designations, Preferences and Rights of Series B Convertible Preferred
Stock of the Company (incorporated by reference to Exhibit 3.1 to our Quarterly Report on
Form 10-Q for the quarter ended June 30, 1997).

3.1(f) Amendment to Restated Articles of Incorporation.

32 Amended and Restated By-Laws (incorporated by reference to Exhibit 3.1 to our Quarterly
Report on Form 10-Q for the quarter ended March 31, 1999).

4.1 Specimen Class A Common Stock Certificate (incorporated by reference to Exhibit 2(a) to our
Registration Statement on Form S-7 filed on September 17, 1980).

4.2 Specimen Class A Special Common Stock Certificate (incorporated by reference to Exhibit
4(2) to our Annual Report on Form 10-K for the year ended December 31, 1986).

43 Indenture, dated as of October 17, 1991, between the Company and Bank of Montreal/Harris

Trust (successor to Morgan Guaranty Trust Company of New York), as Trustee (incorporated
by reference to Exhibit 2 to our Current Report on Form 8-K filed on October 31, 1991).
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*

44

4.5

4.6

47

10.1*

10.2*

10.3*

10.4*

10.5*

10.6*

10.7*

10.8*

10.9*

10.10*

10.11

10.12

10.13

10.14*

Form of Debenture relating to our 10-1/4% Senior Subordinated Debentures due 2001
(incorporated by reference to Exhibit 4(19) to our Annual Report on Form 10-K for the year
ended December 31, 1991).

Form of Debenture relating to our $300,000,000 10-5/8% Senior Subordinated Debentures due
2012 (incorporated by reference to Exhibit 4(17) to our Annual Report on Form 10-K for the
year ended December 31, 1992).

Indenture, dated as of February 20, 1991, between us and Bankers Trust Company, as Trustee
(incorporated by reference to Exhibit 4.3 to our Registration Statement on Form S-3, filed on
January 11, 1990).

Form of Debenture relating to our $1,477,750,000 Principal Amount at Maturity of Zero
Coupon Convertible Debentures due 2020.

Comcast Corporation 1986 Non-Qualified Stock Option Plan, as amended and restated,
effective December 10, 1996 (incorporated by reference to Exhibit 10.3 to our Annual Report
on Form 10-K for the year ended December 31, 1996).

Comcast Corporation 1987 Stock Option Plan, as amended and restated, effective
December 15, 1998 (incorporated by reference to Exhibit 10.2 to our Annual Report on Form
10-K for the year ended December 31, 1998).

Comcast Corporation 1996 Stock Option Plan, as amended and restated, effective June 21,
1999 (incorporated by reference to Exhibit 10.1 to our Quarterly Report on Form 10-Q for the
quarter ended June 30, 1999).

Comcast Corporation 1996 Deferred Compensation Plan, as amended and restated, effective
December 19, 2000.

Comcast Corporation 1990 Restricted Stock Plan, as amended and restated, effective June 21,
1999 (incorporated by reference to Exhibit 10.3 to our Quarterly Report on Form 10-Q for the
quarter ended June 30, 1999).

1992 Executive Split Doltar Insurance Plan (incorporated by reference to Exhibit 10(12) to our
Annual Report on Form 10-K for the year ended December 31, 1992).

Comcast Corporation 1996 Cash Bonus Plan, as amended and restated, effective December 19,
2000.

Comcast Corporation 1996 Executive Cash Bonus Plan, as amended and restated, effective
December 19, 2000.

Compensation and Deferred Compensation Agreement by and between Comcast Corporation
and Ralph J. Roberts, as amended and restated (incorporated by reference to Exhibit 10.2 to
our Quarterly Report on Form 10-Q for the quarter ended March 31, 2000).

Compensation Agreement by and between Comcast Corporation and Brian L. Roberts
(incorporated by reference to Exhibit 10.1 to our Quarteriy Report on Form 10-Q for the
quarter ended March 31, 2000).

The Comcast Corporation Retirement-Investment Plan, as amended and restated (incorporated
by reference to Exhibit 10.3 to our Quarterly Report on Form 10-Q for the quarter ended
March 31, 2000).

Defined Contribution Plans Master Trust Agreement, between Comcast Corporation and State
Street Bank and Trust Company (incorporated by reference to Exhibit 10.2 to our Registration
Statement on Form S-8 filed on October 5, 1995).

Tax Sharing Agreement, dated as of December 2, 1992, among Storer Communications, Inc.,
TKR Cable I, Inc., TKR Cable II, Inc., TKR Cable III, Inc., AT&T Corp. (as successor to
Tele-Communications, Inc.), the Company and each of the Departing Subsidiaries that are
signatories thereto (incorporated by reference to Exhibit 4 to our Current Report on Form 8-K
filed on December 17, 1992, as amended by Form 8 filed January 8, 1993).

Comcast Corporation 1997 Deferred Stock Option Plan, as amended and restated, effective
December 19, 2000.

Constitutes a management contract or compensatory plan or arrangement.
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10.15 Amended and Restated Stockholders Agreement, dated as of February 9, 1995, among the
Company, Comcast QVC, Inc., QVC Programming Holdings, Inc., Liberty Media Corporation,
QVC Investment, Inc. and Liberty QVC, Inc. (incorporated by reference to Exhibit 10.5 to our
Quarterly Report on Form 10-Q for the quarter ended March 31, 1995).

10.16(a) Credit Agreement, dated as of February 15, 1995, among QVC, Inc. and the Banks listed
therein (incorporated by reference to Exhibit (b)(6) to Amendment No. 21 to the Tender Offer
Statement on Schedule 14D-1 filed on February 17, 1995 by QVC Programming Holdings,
Inc., the Company and AT&T Corp. (as successor to Tele-Communications, Inc.) with respect
to the tender offer for all outstanding shares of QVC, Inc.).

10.16(b)** Amendment No. 3, dated as of July 19, 1996, to the Credit Agreement, dated as of February
15, 1995, among QVC, Inc. and the Banks listed therein.

10.17 Indenture dated as of May 1, 1997, between Comcast Cable Communications, Inc. and The
Bank of New York (as successor in interest to Bank of Montreal Trust Company), as Trustee,
in respect of Comcast Cable Communications, Inc.’s 8-1/8% Notes due 2004, 8-3/8% Notes
due 2007, 8-7/8% Notes due 2017, 8-1/2% Notes due 2027, 6€.20% Notes due 2008, 6.375%
Notes due 2006 and 6.75% Notes due 2011 (incorporated by reference to Exhibit 4.1(a) to the
Registration Statement on Form S-4 of Comcast Cable Communications, Inc.).

10.18 Purchase and Sale Agreement dated as of January 19, 1999 among SBC Communications Inc.,
Comcast Cellular Holdings Corporation, Comcast Financial Corporation and Comcast
Corporation (incorporated by reference to Exhibit 10.34 to our Annual Report on Form 10-K
for the year ended December 31, 1998).

10.19 Agreement and Plan of Merger, dated as of November 16, 1999, by and among Comcast
Corporation, Comcast LCI Holdings, Inc., a wholly owned subsidiary of Comcast, Lenfest
Communications, Inc. (“Lenfest”) and Lenfest’s stockholders as named therein. (incorporated
by reference to Exhibit 10.1 to our Current Report on Form 8-K filed on December 13, 1999).

10.20 Asset Exchange Agreement, dated as of August 11, 2000, among AT&T Corp. and Comcast
Corporation (incorporated by reference to Exhibit 10.1 to our Quarterly Report on Form 10-Q
for the quarter ended September 30, 2000).

10.21 Agreement and Plan of Reorganization, dated as of August 11, 2000, among Comcast
Corporation, Comcast Cable Communications, Inc., Comcast CCCI II, LLC, Comcast
Teleport, Inc., Comcast Heritage, Inc., Comcast Communications Properties, Inc., and AT&T
Corp (incorporated by reference to Exhibit 10.2 to our Quarterly Report on Form 10-Q for the
quarter ended September 30, 2000).

10.22 Five-Year Revolving Credit Agreement, dated as of August 24, 2000, among Comcast Cable
Communications, Inc. and the Financial Institutions Party Hereto, Banc of America Securities
LLC and Chase Securities Inc., as Joint Lead Arrangers and Joint Book Managers, BNY
Capital Markets, Inc. and Salomon Smith Barney Inc., as Co-Arrangers, Bank of America,
N.A., as Administrative Agent, Swing Line Lender and Letter of Credit Issuing Lender, Chase
Securities Inc., as Syndication Agent and Citibank, N.A. and The Bank of New York, as Co-
Documentation Agents (incorporated by reference to Exhibit 10.4 to the Comcast Cable
Communications, Inc. Quarterly Report on Form 10-Q for the quarter ended September 30,
2000).

10.23 364-Day Revolving Credit Agreement, dated as of August 24, 2000, among Comcast Cable
Communications, Inc. and the Financial Institutions Party Hereto, Banc of America Securities
LLC and Chase Securities Inc., as Joint Lead Arrangers and Joint Book Managers, BNY
Capital Markets, Inc. and Salomon Smith Barney Inc., as Co-Arrangers, Bank of America,
N.A., as Administrative Agent, Chase Securities Inc., as Syndication Agent and Citibank, N.A.
and The Bank of New York, as Co-Documentation Agents (incorporated by reference to
Exhibit 10.5 to the Comcast Cable Communications, Inc. Quarterly Report on Form 10-Q for
the quarter ended September 30, 2000).

**  Pursuant to Item 601(b)(4)(iii)(A) of Regulation S-K, the Registrant agrees to furnish a copy of the referenced
agreement to the Commission upon request.
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10.24

21

23.1
23.2
99.1

Asset Exchange Closing Agreement dated as of January 1, 2001 among Comcast Corporation,
the Comcast Parties, Adelphia Communications Corporation and the Adelphia Parties.

List of Subsidiaries.

Consent of Deloitte & Touche LLP.

Consent of KPMG LLP.

Report of Independent Public Accountants to QVC, Inc. for the year ended December 31,
1998.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized in Philadelphia, Pennsylvania
on March 2, 2001.

Comcast Corporation

By: /s/ Brian L. Roberts

Brian L. Roberts
Prestdent and Director

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the fallawing
persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature El_e. Date
/s/ Ralph J. Roberts Chairman of the Board of Directors; Director March 2, 2001
Ralph J. Roberts
/s/ Julian A. Brodsky Vice Chairman of the Board of Directors; March 2, 2001
Julian A. Brodsky Director
/s/ Brian L. Roberts President; Director (Principal Executive March 2, 2001
Brian L. Roberts Officer)
/s/ John R. Alchin Executive Vice President, Treasurer March 2, 2001
John R. Alchin (Principal Financial Officer)
/s/ Lawrence J. Salva Senior Vice President March 2, 2001
Lawrence J. Salva (Principal Accounting Officer)
/s/ Sheldon M. Bonovitz Director March 2, 2001

Sheldon M. Bonovitz

/s/ Joseph L. Castle II Director March 2, 2001
Joseph L. Castle II

/s/ Felix G. Rohatyn Director March 2, 2001
Felix G. Rohatyn

/s/ Bernard C. Watson Director March 2, 2001
Bernard C. Watson

/s/ Irving A. Wechsler Director March 2, 2001
Irving A. Wechsler

/s/ Anne Wexler Director March 2, 2001
Anne Wexler
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RICHARD C. McFARLAIN
H. LESTER McFATTER, JR.
ROBERT A. MCNEELY

W. DOUGLAS MOODY
RICHARD N. SOX, JR.

H. DARRELL WHITE, JR.
WALLIAM B. WILEY

MCcFARLAIN & CASSEDY, P.A.
Attorneys at Law

215 SOUTH MONROE STREET, SUITE 800 (32301}

POST OFFICE BOX 2174

TALLAHASSEE, FLORIDA 32318-2174

September 17, 2001

Paula Isler, Research Assistant
Bureau of Service Quality

Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, Fl 32399-0870

TELEPHONE (850) 222-2107
TELECOPIER (850) 222-8478

FROM THE DESK QF:
WILLIAM B. GRAHAM

e-mai: braham@metadain.com

Re: Comcast MH Telephony Communications of Florida, Inc.; Certificate No. 3118

Dear Ms. Isler:

On June 29, 2001, we indicated to the Florida Public Service Commission that our client,
Comcast MH Telephony Communications of Florida, Inc. was seeking the cancellation of
Certificate No. 3118. Subsequently on August 9, 2001, you wrote to inform us that Comcast had
a small past due balance for its regulatory assessment fee and had not paid its fee for the current

year.

Enclosed herewith please find a completed Regulatory Assessment Fee Return form for
Comcast MH Telephony Communications of Florida, Inc., as well as check no. 10005092 payable
to the Florida Public Service Commission in the amount of $38.19. That sum represents the $4.05
late fee owed for the 2000 RAF and the $4.14 fee due in conjunction with the 2001 RAF.

This correspondence should conclude the certificate cancellation process. Please contact
me at your convenience so that I may know that Certificate No. 3118 has been cancelled.

WBG/ktc
Encls.

Yours very truly,

William B.
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COMCAST BUSINESS COMMUNICATIONS
1500 Market Street
Philadeiphia, PA 19102-2195

paTe: 31-AUG-01 cusrt. Acer. NO. VENDOR NAME

msco ‘
28-AUG-200 [28-AUG-01 [REGULATORY ASSESSMENT FEE UW1T : 8.19

No. 10005092

FLORIDA PUBLIC SERVICE venoorno. 1789

PLEASE DETACH AND RETAIN THIS STATEMENT AS YOUR RECORD OF PAYMENT.

oo mw e

BUSINESS |

COMMUNICATIONS

3%&3 2540 SHUMARD OAK BLVD
gl TALLAHASEE, FL 32399
i United States: =~

THIS CHECKX CONTAINS SAFETY FEATURES RONT AND BACK. DO NOT CASH UNLESS YOU CAN SEE THE WORD 'SAFE ™ WHEN HOLDING AT AN ANGLE. !

Thxock Poec. 0.00 8.19

PNC Bk, Natons Amsocietion g 10005092

60-162 /433

CHECKX AMOUNT

CHECK DATE CHECK NUMBER

1500 Market Street, Philadsiphia, PA 18102-2195 31-AUG-01 ;I‘JOA:O.OS 092 ***kxkdkixg8. 19
PAY : Elght Dollars And 19 CENES* *h# hddkdedhhdkdkk hkkdk *h e -
IS " PLORIDA PUBLIC SERVICE COMMISSION






