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This Quarterly Report on Form 10-Q is for the three months ended March 31,
2001. This Quarterly Report modifies and supersedes documents filed prior to
this Quarterly 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 vyou directly to those documents. Information
incorporated by reference is considered to be part of this Quarterly Report. In
addition, information that we file with the SEC in the future will automatically
update and supersede information contained in this Quarterly Report. In this
Quarterly Report, "Comcast," "we," "us" and "our" refer to Comcast Corporation
and its subsidiaries.

You should carefully review the information contained in this Quarterly
Report and in other reports or documents that we file from time to time with the
SEC. In this Quarterly 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,
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our businesses may be affected by, among other things:

o changes in laws and regulations,
o changes in the competitive environment,
o changes in technology,
o industry consolidation and mergers,
o franchise related matters,
o market conditions that may adversely affect the availability of debt
and equity financing for working capital, capital expenditures or
other purposes,
o demand for the programming content we distribute or the willingness of
other video program distributors to carry our content, and
o general economic conditions.
COMCAST CORPORATION AND SUBSIDIARIES
FORM 10-0Q
QUARTER ENDED MARCH 31, 2001
PART T FINANCIAL INFORMATION
ITEM 1 FINANCIAL STATEMENTS
CONDENSED CONSOLIDATED BALANCE SHEET
(Unaudited)
(Dollars in millions,
March 31,
2001
ASSETS
CURRENT ASSETS
Cash and cash equivalent s . ...ttt ittt ettt ettt eaeeeeeeeeenaanns $668.3
I 07 = w111 o i = Y 2,950.8
Accounts receivable, less allowance for doubtful accounts of
S142.2 and SLAL .7 ittt it e et e e e e e e e e e e e e e e e et 792.5
IS 0070 ol wl s L == R o Y Y 448.3
Other CUTTent @SSl S . i i ittt it ittt et e e ettt ee et eeeeeeeeeeaaeeeaenns 163.3
Total CUTLTreNt ASSEE S . i i ittt ittt ettt ettt et eeeeeeeeeeeeeeeeeneaneean 5,023.2
A B 0 e 2,893.1
PROPERTY AND EQUI PMEN T . & ittt et ettt e ot o e ot oo s oooesossessesssesssossassesssessssss 7,347.9
Accumulated depreciation. @ittt ettt e e e e e e e e e e (1,683.2)
Property and equipment, Nel .. ...ttt ittt ittt eeeeeeeeeenneeeeeeeaneeeeenns 5,664.7
DEEFERRED CHARGE S . i it ittt i it ittt ittt ettt ettt ittt teeeeeeeeeeeeeeeeeeeeeas 28,164.7
Accumulated amortizZat lon . @ v v it ittt et e e e e e e e e e e et et e e ettt e e e e (4,529.5)
Deferred Charges, Net .. ...ttt ittt et ettt ettt eeeeeeeeeeaaeeaeees 23,635.2
$37,216.2

LIABILITIES AND STOCKHOLDERS' EQUITY
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CURRENT LIABILITIES

Accounts payvable and aCCrUed EXP IS e S . v v v v vt vttt oo eeeeoeenneeeeeeenneeeeeneenns $2,702.3
AcCCruUed INtere st . @ittt ittt ettt e et e e e e e e e ettt e e e 172.5
Deferred INCOME LaAXE S . v v vttt it ettt et aeeeeeeeeeeeeeeeeeeneeeeeeeeaeeeeeeees 692.5
Current portion of long-term debt. ... ...ttt ittt ettt eeananns 523.0
Total current l1iabilities ...ttt ittt et ettt e sttt taeaneean 4,090.3
LONG-TERM DEBT, 1less cCUrrent POrtiomn. ... ittt ittt ittt eeee e eeeaneeeeenas 10,263.0
DEFERRED TINCOME TAXE S . & i ittt et ettt e ot oot s o osoesesassessesseesssassessesssnssssss 6,285.0
MINORITY INTEREST AND OTHER . .t ittt ittt ittt e et oo osoeeeeesseseesssnssesssassessss 1,580.9

COMMITMENTS AND CONTINGENCIES (NOTE 9)
COMMON EQUITY PUT OP T ION S . & ittt ettt et oot e o osoesesassessesseesssessesseassnssssss
STOCKHOLDERS' EQUITY
Preferred stock — authorized, 20,000,000 Shares. ...ttt tteeeeeeneenneens
5.25% series B mandatorily redeemable convertible, $1,000 par value;
issued, zero and 59,450 at redemption vValue.. ... .ottt iimeneeeeeoneneeenns

Class A special common stock, $1 par value - authorized, 2,500,000,000

shares; issued, 937,061,803 and 931,340,103; outstanding, 913,736,892

and 908,015, 102, .ttt ettt et e ettt et e e e e 913.7
Class A common stock, $1 par value - authorized,

200,000,000 shares; dssued, 21,832,250 .. .0ttt ittt eteeeeeeeeeenenneean 21.8
Class B common stock, $1 par value - authorized,

50,000,000 shares; issued, 9,444,375 . @ @ ittt ittt ettt eteeeeeeenennenan 9.4
Additional Capital. .. ittt ittt ettt ettt ettt e et e 11,738.8
Retailned Earning S . .o i ittt ettt e e ettt ettt ettt e 2,040.6
Accumulated other comprehensive InCOme. ... ... ittt tmteeeeeeeneeeeeeeanns 272.7

Total stockholders' eqUIity ...t i ittt ittt ettt ie et eeaeeeeeeeanns 14,997.0

See notes to condensed consolidated financial statements.

COMCAST CORPORATION AND SUBSIDIARIES
FORM 10-Q
QUARTER ENDED MARCH 31, 2001
CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS AND
RETAINED EARNINGS (ACCUMULATED DEFICIT)

(Unaudited)
(Amounts in millions, exce
Three Months Ende
2001
REVENUES

LTSN oV I =T 1 o oY o) 111 $1,312.1

Net sales from electronic retalling. ... ...ttt eeeeeeeeeeneeenns 884.0

2,196.1



Edgar Filing: COMCAST CORP - Form 10-Q

COSTS AND EXPENSES
Operating....
Cost of goods sold from electronic retailing......c.ooi ittt eenneeennnnn

Selling,

Depreciation.
Amortization.

OPERATING

OTHER INCOME

(LOSS)

general and administrative. . ... .ttt ittt e

INCOME . &ttt ettt et et ettt et e s et e

(EXPENSE)

B o N B S S R U - ] 0 =
INVESTMENt 1N COME . & it ittt et e e e ettt e et e e ettt aee ettt eaeeeeeeeeaaeeees
Expense related to indexed debt...... .. ittt iinnn.
Equity in net income (losses) of affiliates........iiiiiiiiiiinnneeennnn
Other income

INCOME (LOSS)

(D4 <15 0 1=

BEFORE INCOME TAXES, MINORITY INTEREST,

EXTRAORDINARY ITEMS AND CUMULATIVE
EFFECT OF ACCOUNTING CHANGE . . .. it ittt ittt ittt ittt ittt eaeeneeaneean
INCOME TAX (EXPENSE) BENEE LT . . ittt it ttttttt et tnnneeeeeennnneeeeennnneeeeenns

INCOME (LOSS)

BEFORE MINORITY INTEREST,

EXTRAORDINARY ITEMS AND CUMULATIVE
EFFECT OF ACCOUNTING CHANGE . .. .ttt ittt ittt ittt ittt ettt eaeenneaneean

MINORITY INTEREST

INCOME (LOSS)

BEFORE EXTRAORDINARY ITEMS AND CUMULATIVE

EFFECT OF ACCOUNTING CHANGE. . . .ttt ittt ettt ittt s st eaaeeeeeanannn
EXTRAORDINARY T M S . & ittt ittt ittt e ittt et e ettt aee e s annaneesssannneenss
CUMULATIVE EFFECT OF ACCOUNTING CHANGE . .. ittt ittt ittt ittt tneennenneeneenn

NET INCOME

(LOSS)

PREFERRED DIVIDEND S . & ittt it ittt ettt ettt ittt teeeneeaneeaeeneeeneeaeeneeeneean

NET INCOME

RETAINED EARNINGS

(LOSS)

FOR COMMON STOCKHOLDERS . . ..ttt ittt ittt i e e et eeeeeenn

(ACCUMULATED DEFICIT)

Beginning of period. ... ..ttt ittt e e e e e e e e e e e e e

Net income

[ X 171 T

Retirement of common StOCK. . ...ttt ittt ettt ettt eeeeeeeeeeaenns

End of period

BASIC EARNINGS

(LOSS) FOR COMMON STOCKHOLDERS PER COMMON SHARE

Income (loss) before extraordinary items and cumulative effect
of accounting Change. ...ttt it i it ettt e ettt et e et
Extraordinary 1Eems. @ittt ittt e e e e ettt e ettt e
Cumulative effect of accounting change....... ...ttt ittt eeennnnn
Net INCOME (108 S) ittt ittt ettt et et et et et ettt ettt ettt eeeeeeseaeaennn
BASIC WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDING. ... ..t veteeeeeennn

DILUTED EARNINGS

Income

(loss)

(LOSS) FOR COMMON STOCKHOLDERS PER COMMON SHARE
before extraordinary items and cumulative effect

of accounting Change. ...ttt i ittt et e ettt et e ettt
Extraordinary 1Eems. @ittt ittt e e e e ettt e et et e
Cumulative effect of accounting change....... ...ttt eeennnnn
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Net INCOME (LOSS) vt ittt ittt ettt ettt ettt et e e eeeeeeeeeeeeeeneeens $1.04

DILUTED WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDING.........c0ceoun... 965.0

See notes to condensed consolidated financial statements.

COMCAST CORPORATION AND SUBSIDIARIES
FORM 10-0Q
QUARTER ENDED MARCH 31, 2001
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
(Unaudited)

(Dollars
Three Months
2001

OPERATING ACTIVITIES
NEt INCOME (L0OSS) v vttt ittt et ettt ettt ettt e ettt eeeeeeeeeeeeeeeeeeeeeeaanenn $1,001.2
Adjustments to reconcile net income (loss) to net cash provided by
(used in) operating activities:

[ o3 et Y = il A o PR 221.3
N 10T 3wl = il I ) o LR 520.1
Non-cash interest expense (Income), Net ... ...ttt ittt eeeeeeeenneeeeeeeanns 12.0
Non-cash expense related to indexed debt...... ..ttt eeeeeeeeeeanns
Equity in net (income) losses of affiliates....... ittt eeeeeeeeeeenns (2.9
Gains on investments and other income, Net..... ...ttt teeteeeeneeneeanns (1,395.8
MinNority Intere st ... it ittt e e e et et e e e e et et e e e 26.7
ExXtraordinary dhemMS . @ittt it i et e et et e e e et et et et e et et
Cumulative effect of accounting change. .. ... ...ttt teeeeeennn (384.5
Deferred income taxes and OLher. ... ...ttt ittt et ettt eeeeeeeeeeanns 428.9
427.0
Changes 1n working cCapital. ... ii ittt ittt ettt ettt eeeeeeeeeeenaeeeenns (169.0
Net cash provided by (used in) operating activities...................... 258.0

FINANCING ACTIVITIES

Proceeds from DorroWing S . vt ittt ittt et e ettt e e e ettt et et 2,608.2
Retirements and repayments of debt ... ...ttt ittt et eeeee e (2,219.6
Issuances of common stock and sales of put options on common stock............... 13.5
Repurchases Of COmMMON StTOCK . . i i ittt ittt it e ettt et et ettt eae e eeaeeeeeeeanns

Net cash provided by (used in) financing activities...................... 402.1

INVESTING ACTIVITIES

Acquisitions, net of cash acquUired. ... ...ttt ittt ittt aeeeeeeeeenneens (26.4
(Purchases) sales of short-term investments, Net........ ittt teeeneennnnnns (8.7
PUrchases Of dNVESEMENE S . v it it it it et et e e et et ettt ettt e et e eeeeeeeeeeeeeaen (166.3
Proceeds from sales Of 1nvestments. .. ...ttt ittt ittt ettt et eeeeeeeeeanns 151.7
Capital exXPenditUre S . @ittt ittt e ettt ettt ettt et eee ettt (521.9
Additions to deferred Charge s . ...t it ittt ittt et ettt ettt eaeeeeeeeeenaeens (71.7

Net cash (used in) provided by investing activities...................... (643.3
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INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT S . & i ittt ittt ittt eeetneeaneeneenneanes
CASH AND CASH EQUIVALENTS, beginning of period..........ii ittt teeeeeeeeennenns

CASH AND CASH EQUIVALENTS, end Of Period. .. ...ttt iiiiiiitteeeeeetennnnneeeeennenn

See notes to condensed consolidated financial statements.

COMCAST CORPORATION AND SUBSIDIARIES
FORM 10-0Q
QUARTER ENDED MARCH 31, 2001
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Basis of Presentation

The condensed consolidated Dbalance sheet as of December 31, 2000 has been
condensed from the audited consolidated balance sheet as of that date. The
condensed consolidated balance sheet as of March 31, 2001 and the condensed
consolidated statements of operations and retained earnings (accumulated
deficit) and of cash flows for the three months ended March 31, 2001 and
2000 have been prepared by Comcast Corporation (the "Company") and have not
been audited by the Company's independent auditors. In the opinion of
management, all adjustments necessary to present fairly the financial
position, results of operations and cash flows as of March 31, 2001 and for
all periods presented have been made.

Certain information and note disclosures normally included in the Company's
annual financial statements prepared in accordance with generally accepted
accounting principles have been condensed or omitted. These condensed
consolidated financial statements should be read in conjunction with the
financial statements and notes thereto included in the Company's December
31, 2000 Annual Report on Form 10-K filed with the Securities and Exchange
Commission. The results of operations for the period ended March 31, 2001
are not necessarily indicative of operating results for the full year.

Reclassifications

Certain reclassifications have Dbeen made to the prior vyear condensed
consolidated financial statements to conform to those classifications used
in 2001.

2. ADOPTION OF NEW ACCOUNTING STANDARD

On January 1, 2001, the Company adopted Statement of Financial Accounting
Standards No. 133, "Accounting for Derivative Instruments and Hedging
Activities", as amended ("SFAS No. 133"). SFAS No. 133 establishes
accounting and reporting standards for derivatives and hedging activities.
SFAS No. 133 requires that all derivative instruments be reported on the
balance sheet at their fair values. For derivative instruments designated
and effective as fair wvalue 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
change in fair value is reported in other comprehensive income until it is
recognized 1in 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
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instruments that are not designated as a hedge will be recorded each period
in current earnings.

Upon adoption of SFAS ©No. 133, the Company recognized as income a
cumulative effect of accounting change, net of related income taxes, of
$384.5 million and a cumulative decrease in other comprehensive income, net
of related income taxes, of $127.0 million. The increase 1in income
consisted of a $400.2 million adjustment to record the debt component of
indexed debt at a discount from its value at maturity (see Note 6) and
$191.3 million principally related to the reclassification of gains
previously recognized as a component of accumulated other comprehensive
income on the Company's equity derivative instruments, net of related
deferred income taxes. The decrease in other comprehensive income consisted
principally of the reclassification of the gains noted above.

EARNINGS (LOSS) PER 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.

5

COMCAST CORPORATION AND SUBSIDIARIES
FORM 10-0Q
QUARTER ENDED MARCH 31, 2001
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(Unaudited)

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 three months ended March 31, 2001 and 2000,
respectively.

(Amounts in millions, except pe
Three Months Ended

March 31,
2001 2000

Net income (loss) for common StockholderS.......oueeweeeeeeeennenn $1,001.2 ($199
Preferred dividends. ...t ittt ittt ettt ettt 7
Net income (loss) for common stockholders used for

L R oY I 1 = $1,001.2 ($191
Basic weighted average number of common shares outstanding....... 945.3 836
Dilutive securities:

Series B convertible preferred stock........ ... 4.2

Stock option and restricted stock plans..........oiiiiiienen... 15.5
Diluted weighted average number of common shares

OUESLANAING . ¢t it e ittt et e e e e e e e e e e e e et et 965.0 836
Diluted earnings (loss) for common stockholders

PET COMMON SNAT . ¢ i it ittt ettt ettt e e e e eeeneeeeeeeeeeenaeeeeeeens $1.04 (S.
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Put options sold by the Company on a weighted average 0.8 million shares
and 0.6 million shares, respectively, of its Class A Special Common Stock
(see Note 7) were outstanding during the three months ended March 31, 2001
and 2000, but were not included in the computation of Diluted EPS as the
options' exercise ©price was less than the average price of the Class A
Special Common Stock during the periods.

In December 2000 and January 2001, the Company issued $1.478 billion
aggregate principal amount at maturity of Zero Coupon Convertible
Debentures due 2020 (the "Zero Coupon Debentures" - see Note 6). 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 three months ended March 31, 2001, the
Zero Coupon Debentures have been excluded from Diluted EPS.

ACQUISITIONS

Adelphia Cable Systems Exchange

On January 1, 2001, the Company completed its previously announced cable
systems exchange with Adelphia Communications Corporation ("Adelphia")
pursuant to which the Company received cable communications systems serving
approximately 445,000 subscribers from Adelphia. In exchange, Adelphia
received certain of the Company's cable communications systems serving
approximately 440,000 subscribers. In connection with the exchange, the
Company recorded to other income a pre-tax gain of $1.199 Dbillion
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.

COMCAST CORPORATION AND SUBSIDIARIES
FORM 10-0Q
QUARTER ENDED MARCH 31, 2001
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(Unaudited)

Home Team Sports Acquisition

In February 2001, the Company acquired Home Team Sports (now known as
Comcast SportsNet - MidAtlantic), a regional sports programming network
serving approximately 4.8 million homes in the Mid-Atlantic region, from
Viacom, Inc. ("Viacom") and Affiliated Regional Communications, Ltd. (an
affiliate of Fox Cable Network Services, LLC ("Fox")). The Company agreed
to increase the distribution of certain of Viacom's and Fox's programming
networks on certain of the Company's cable communications systems. The
estimated fair value of Home Team Sports as of the closing date of the
acquisition was $240.0 million.

The acquisitions completed by the Company in 2001 were accounted for under
the purchase method of accounting. As such, the operating results of the

acquired businesses have been included in the Company's condensed
consolidated statement of operations and retained earnings (accumulated
deficit) from the acquisition date. The allocation of the purchase price

for the 2001 acquisitions 1is preliminary pending completion of final
appraisals.

AT&T Cable Systems Acquisition
On April 30, 2001, the Company acquired cable communications systems
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serving approximately 595,000 subscribers from AT&T 1in exchange for
approximately 63.9 million shares of AT&T common stock then held by the
Company. The market value of the shares of AT&T common stock delivered in
connection with the exchange was approximately $1.423 billion, based on the
closing price of the AT&T common stock on the closing date of the
transaction. Pursuant to the terms of the agreement between the Company and

AT&T, however, approximately 39.6 million shares of the AT&T common stock
included in the exchange were valued at $54.41 per share for purposes of
the exchange. The transaction will be accounted for as a purchase and is

expected to qualify as tax-free to both the Company and to AT&T.

Baltimore, Maryland System Acquisition

On May 7, 2001, the Company and AT&T entered into an agreement pursuant to
which the Company will acquire the cable communications system serving
approximately 110,000 subscribers in Baltimore, Maryland for approximately
$500 million in cash, subject to adjustment. The transaction is subject to
customary closing conditions and regulatory approvals and is expected to
close by the end of the second quarter of 2001.

Unaudited Pro Forma Information

The following wunaudited pro forma information for the three months ended
March 31, 2000 has been presented as if the Adelphia cable systems
exchange, the AT&T cable systems exchange (which occurred in December

2000), the acquisition of Prime Communications LLC (which occurred in
August 2000), the merger of Jones Intercable, 1Inc. into a wholly owned
subsidiary of the Company (which occurred in March 2000) and the
acquisition of the minority interest in Comcast MHCP Holdings, L.L.C.
(which occurred in February 2000) each occurred on January 1, 2000. 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 the
cable systems acquired since January 1, 2000.

(Amounts in millions,
except per share data)
Three Months Ended

March 31,
2000

REVENUE S s 4 v vt ettt ettt ettt e eeeeeeeeeeeeeeeeeeenns $2,022.2
Loss before extraordinary items and

cumulative effect of accounting change............. ($323.06)

L= N I¥ o 7= ($328.7)

| B NG =Y 213 = ($.38)

7

COMCAST CORPORATION AND SUBSIDIARIES
FORM 10-0Q
QUARTER ENDED MARCH 31, 2001
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(Unaudited)

5. INVESTMENTS

March 31, December 31,
2001 2000
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(Dollars in millions)

Fair value method

AT ST COT P v vt e e et e e ettt et eeeseneneennn $1,450.0
Excite@Home Corporation................... 1,482.7
Sprint Corp. PCS GrOUP ..« v e eeeeeeeennnnns 2,083.6
Other . ittt e e e e e e e e e e 256.7
5,273
Cost method. . ...ttt ittt e ettt e e 170.4
Equity method. ... ...ttt iiiieeen 400.5
Total investments. ......oiii it eennnnnn 5,843.9
Less, current investments..........iiiiiennennn. 2,950.8
Non-current investments.......c.ooiiiiiiennenennn $2,893.1

Fair Value Method
The Company holds unrestricted equity investments 1in certain publicly
traded companies which it accounts for as available for sale or trading
securities. The unrealized pre-tax gains on available for sale investments
as of March 31, 2001 and December 31, 2000 of $456.1 million and $707.1
million, respectively, have Dbeen reported 1in the Company's condensed
consolidated balance sheet principally as a component of accumulated other
comprehensive income, net of related deferred income taxes of $159.6
million and $240.0 million, respectively.

Excite@Home. As of March 31, 2001 and December 31, 2000, the Company holds
approximately 29.1 million shares of Excite@Home common stock and has
earned warrants to purchase an additional 2.1 million shares of Excite@Home
common stock. In January 2001, the Company exercised its right to exchange
the aggregate 31.2 million Excite@Home shares and warrants held by the
Company for shares of AT&T common stock (the "Share Exchange Agreement").
The Company and AT&T are currently in discussions to renegotiate the terms
of the transaction, which may or may not result in a change to the number
of shares of AT&T common stock that the Company will receive, as well as
the number of Excite@Home shares, if any, the Company transfers to AT&T. As
of March 31, 2001 and December 31, 2000, the Company has recorded the
Excite@Home common stock, warrants and its right under the Share Exchange
Agreement at their estimated fair value.

Derivatives
The Company employs derivative financial instruments to manage its exposure
to fluctuations in interest rates and securities prices.

The Company accounts for its rights under the Share Exchange Agreement as a
fair value hedge of the Company's investment in Excite@Home with changes in
fair value between measurement dates of both the hedge and the investment
recorded to investment income. During the three months ended March 31,
2001, the increase in the fair value of the Company's rights under the
Share Exchange Agreement substantially offset the decrease in the fair
value of the Company's investment in Excite@Home.

The wunrealized pre-tax losses on cash flow hedges as of March 31, 2001 of
$1.8 million have been reported in the Company's condensed consolidated
balance sheet as a component of accumulated other comprehensive income, net
of related deferred income taxes of $0.6 million.
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COMCAST CORPORATION AND SUBSIDIARIES
FORM 10-0Q
QUARTER ENDED MARCH 31, 2001
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(Unaudited)

Investment Income (Expense)
Investment 1income (expense) for the three months ended March 31, 2001 and
2000 is comprised of the following (in millions):

Three Months Ended

March 31,
2001 2000

Interest and dividend INCOME. ... it ittt ittt ittt et e eeneeeeennennns $17.6 $60.1
Gains on sales and exchanges of investments..................... 11.6 589.4
Investment impairment 10SSEeS . . i i ittt ite et et eeeeneeeeeeeeannens (894.1 (4.9)
Reclassification of unrealized gains.........oiiiiiiiinneeennnnn 1,092.4
Unrealized loss on trading securities...........iiiiiieennnn. (126.8
Mark to market adjustments on derivatives and hedged items...... 114.0

Investment INnCOme. ...ttt ittt ittt ettt et e e e e $214.7 $644.6

The Company records losses on its investments for which the Company has
determined that a decline in value of the investment was considered other
than temporary. The loss for the three months ended March 31, 2001 relates
principally to the Company's investment in AT&T, a portion of which was
exchanged on April 30, 2001 (see Note 4).

In connection with the adoption of SFAS No. 133, the Company reclassified
its investment 1in Sprint PCS from an available for sale security to a
trading security. In connection with this reclassification, the Company
recorded pre-tax investment income of $1.092 billion, representing the
accumulated unrealized gain on the Company's investment in Sprint PCS
previously recorded as a component of accumulated other comprehensive
income.

LONG-TERM DEBT

Senior Notes Offerings

In January 2001, Comcast Cable Communications, Inc. ("Comcast Cable"), an
indirect wholly owned subsidiary of the Company, 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. 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 issued $1.285 Dbillion principal amount at
maturity of Zero Coupon Debentures for proceeds of $1.002 Dbillion. 1In
January 2001, the Company issued an additional $192.8 million principal
amount at maturity of Zero Coupon Debentures for proceeds of $150.3
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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.

ZONES

At maturity, holders of the Company's 2.0% Exchangeable Subordinated
Debentures due 2029 (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 wvalue 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 Sprint PCS Stock. As of March 31, 2001, the number of
Sprint PCS shares held by the Company exceeded the number of ZONES
outstanding.

COMCAST CORPORATION AND SUBSIDIARIES
FORM 10-0Q
QUARTER ENDED MARCH 31, 2001
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
(Unaudited)

As of March 31, 2001 and December 31, 2000, long-term debt includes $1.343
billion and $1.807 billion, respectively, of ZONES. Upon adoption of SFAS
No. 133, the Company split the ZONES into their derivative and debt
components. In connection with the adoption of SFAS No. 133, the Company
recorded the debt component of the ZONES at a discount from its value at
maturity resulting in a reduction in the outstanding balance of the ZONES
of $400.2 million (see Note 2). During the three months ended March 31,
2001, the Company recorded the decrease in the fair value of the derivative
component of the ZONES of $69.4 million to investment income (see Note 5)
and the increase in the carrying value of the debt component of the ZONES
of $5.4 million to interest expense.

Extraordinary Items

Extraordinary items during the three months ended March 31, 2000 of $5.1
million consist of unamortized debt issue costs and debt extinguishment
costs, net of related tax benefits, expensed principally in connection with
the redemption and retirement of certain indebtedness.

Interest Rates

As of March 31, 2001 and December 31, 2000, the Company's effective
weighted average interest rate on its long-term debt outstanding was 6.15%
and 6.30%, respectively.

Lines and Letters of Credit
As of March 31, 2001, certain subsidiaries of the Company had unused lines
of credit of $3.389 billion under their respective credit facilities.

As of March 31, 2001, the Company and certain of its subsidiaries had
unused irrevocable standby letters of credit totaling $138.7 million to
cover potential fundings under various agreements.

STOCKHOLDERS' EQUITY

Repurchase Programs

Based on the trade date for stock repurchases, during the three months
ended March 31, 2000, the Company repurchased approximately 3.3 million
shares of its common stock for aggregate consideration of $127.9 million
pursuant to its Board-authorized repurchase programs.

As part of the repurchase programs, during the three months ended March 31,
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2000, the Company sold put options on 2.0 million shares of its Class A
Special Common Stock. Put options on 0.7 million shares expired unexercised
during the fourth quarter of 2000 while the remaining put options on 1.3
million shares expired wunexercised during the three months ended March 31,
2001. Upon expiration of the put options during the three months ended
March 31, 2001, the Company reclassified $54.6 million, the amount it would
have been obligated to pay to repurchase such shares had the put options
been exercised, from common equity put options to additional capital in the
Company's March 31, 2001 condensed consolidated balance sheet.

Conversion of Series B Preferred Stock

In March 2001, the Company issued approximately 4.2 million shares of its
Class A Special Common Stock to the holder of the Company's Series B
Preferred Stock in connection with the holder's election to convert the
remaining $59.5 million at redemption value of Series B Preferred Stock.

Comprehensive Income (Loss)

Total comprehensive income (loss) for the three months ended March 31, 2001
and 2000 was $841.5 million and ($1.183) Dbillion, respectively. Total
comprehensive income (loss) includes net income (loss), unrealized gains
(losses) on marketable securities, wunrealized gains (losses) on the
effective portion of cash flow hedges, and foreign currency translation
gains (losses) for the periods presented.

10
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(Unaudited)

STATEMENT OF CASH FLOWS - SUPPLEMENTAL INFORMATION

During the three months ended March 31, 2001, the Company completed its
cable systems exchange with Adelphia and acquired Home Team Sports (see
Note 4). The fair values of the assets and 1liabilities acquired Dby the
Company during the three months ended March 31, 2001 are presented as
follows (in millions):

CUrrent ASSEeL S . i it ettt ittt eeeneeeeennenenns $37.7
Property, plant & equipment.................. 146.4
Deferred charges. ... ..ottt eennnnn 1,289.4
Current liabilities......ouiiiiiiiiiinnnnn. (34.9)

Net assets acquired................. $1,438.6

The Company made cash payments for interest of $103.2 million and $126.8
million during the three months ended March 31, 2001 and 2000,
respectively.

The Company made cash payments for income taxes of $15.1 million and $456.0
million during the three months ended March 31, 2001 and 2000,
respectively.

COMMITMENTS AND 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 wultimate liability with respect to such actions is not expected to
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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 1liable in the event of nonperformance by the affiliate to
reimburse a bank which has provided a performance guarantee. The amount of
the performance guarantee 1is approximately $500 million; however the
Company's current estimate of the amount of expenditures (principally in
the form of capital expenditures) that will Dbe 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 Dbusiness 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 Dbasis (see the Company's condensed consolidated statement of
operations and retained earnings (accumulated deficit)) (dollars in
millions).

Corporate and

Cable Commerce Other (1) Total

Three Months Ended March 31, 2001
REVENUES . ettt ettt e eeeeeeeeseeeeennneens $1,139.5 $884.0 $172.6 $2,196.
Operating income (loss) before

depreciation and amortization (2)..... 488.0 172.7 (19.8) 640.
Depreciation and amortization........... 676.3 34.6 30.5 741.
Operating (loss) income..........ooo.... (188.3) 138.1 (50.3) (100.
Interest eXPEeNSe. .. i ittt ttneeeeeneenns 132.8 8.0 41.5 182.
Capital expenditures..........cccoio.... 437.7 26.1 58.1 521.
As of March 31, 2001
ASSEE S e i it ittt e e e e $27,232.8 $2,439.0 $7,544.4 $37,216.

Long-term debt, less current portion.... 6,839.8 246.2 3,177.0 10,263.

Three Months Ended March 31, 2000

REVENUE S . 4 vt ittt ettt tteeeeeeeeeneeeeeeas $976.3 $821.0 $141.06 $1,938.
Operating income before depreciation

and amortization (2) ... 436.8 144.8 5.3 586.
Depreciation and amortization........... 502.5 29.5 13.7 545.
Operating (loss) income...........oo.... (65.7) 115.3 (8.4) 41.
Interest eXPEeNSe. .. ittt ttneeeeeneenns 127.6 9.0 32.0 168.
Capital expenditures..........covoiv... 228.5 34.7 25.9 289.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Overview

We have experienced significant growth in recent years Dboth through

strategic acquisitions and growth in our existing Dbusinesses. 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 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 Dbeing and must continue to be integrated into our Dbusiness
practices and operations. Our results of operations may be significantly

affected by our ability to efficiently and effectively manage these changes.
General Developments of Business

See Note 4 to our condensed consolidated financial statements included in
Item 1.

Liquidity and Capital Resources

The cable communications and the electronic retailing industry 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 Dbelieve 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.

In the event that holders of our Zero Coupon Debentures (see Note 6 to our
condensed consolidated financial statements included in Item 1) exercise their
rights to require us to repurchase the Zero Coupon Debentures in December 2001,
we have both the ability and intent to redeem the Zero Coupon Debentures with
amounts available under subsidiary credit facilities. As of March 31, 2001,
certain of our subsidiaries had unused lines of credit of $3.389 billion under
their respective credit facilities.

See Note 9 to our condensed consolidated financial statements included in
Item 1.

Cash, Cash Equivalents and Short-term Investments

We have traditionally maintained significant levels of cash, cash
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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 March 31,
2001 were $3.619 billion, substantially all of which is unrestricted.

Investments
See Note 5 to our condensed consolidated financial statements included in
Item 1. A significant portion of our investments are 1in publicly traded

companies and are reflected at fair value which fluctuates with market changes.

We do not have any significant contractual funding commitments with respect

to any of our investments. However, to the extent we do not fund our investees'
non-binding capital calls, we are subject to dilution of our ownership
interests. We continually evaluate our existing investments, as well as new

investment opportunities.
Financing

See Notes 6 and 7 to our condensed consolidated financial statements
included in Item 1.

As of March 31, 2001 and December 31, 2000, our long-term debt, including
current portion, was $10.786 billion and $10.811 Dbillion, respectively.
Excluding the effects of interest rate risk management instruments, 17.0% and
28.5% of our long-term debt as of March 31, 2001 and December 31, 2000,
respectively, was at variable rates. The decrease from December 31, 2000 to
March 31, 2001 in the percentage of our variable rate debt was due principally
to the effects of the January 2001 financings described below.

13
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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
Debentures. 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.

The $25.3 million decrease 1in our long-term debt, including current
portion, results principally from the $464.2 million aggregate reduction to the
carrying value of our 2.0% Exchangeable Subordinated Debentures due 2029 (the
"ZONES") during the three months ended March 31, 2001 (see Notes 2 and 6 to our
condensed consolidated financial statements included in Item 1), offset by the

effects of our net borrowings.

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.

Equity Price Risk

During 1999, we entered into <cashless <collar agreements (the "Equity
Collars") covering $1.365 Dbillion notional amount of investment securities
accounted for at fair wvalue. The Equity Collars 1limit our exposure to and

17



Edgar Filing: COMCAST CORP - Form 10-Q

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 were also
marked to market through accumulated other comprehensive income in our condensed
consolidated balance sheet through December 31, 2000.

In connection with the adoption of Statement of Financial Accounting
Standards No. 133, "Accounting for Derivative Instruments and Hedging
Activities", as amended ("SFAS No. 133") on January 1, 2001, we reclassified our
investment 1in Sprint PCS from an available for sale security to a trading
security. During the three months ended March 31, 2001, the decrease in the fair
value of our investment 1in Sprint PCS of approximately $142.5 million was
substantially offset by the increase in the fair value of the Equity Collars and
the decrease in the fair value of the derivative component of the ZONES.

Interest Rate Risk

During the three months ended March 31, 2001, interest rate exchange
agreements ("Swaps") with an aggregate notional amount of $27.0 million were
either terminated or expired. As of March 31, 2001, we have Swaps with an

aggregate notional amount of $800.7 million having an average pay rate of 6.29%
and an average receive rate of 7.00%.

Statement of Cash Flows

Cash and cash equivalents increased $16.8 million as of March 31, 2001 from
December 31, 2000. The increase in cash and cash equivalents resulted from cash
flows from operating, financing and investing activities which are explained
below.

Net cash provided by operating activities amounted to $258.0 million for
the three months ended March 31, 2001, 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 provided by financing activities, which includes Dborrowings and
repayments of debt, as well as the issuances and repurchases of our equity
securities, was $402.1 million for the three months ended March 31, 2001. During
the three months ended March 31, 2001, we borrowed $2.608 billion, consisting of
$1.491 billion of proceeds from Comcast Cable's senior notes offering, $754.3
million of borrowings under Comcast Cable's commercial paper program, $212.3
million of Dborrowings under subsidiary revolving lines of credit and $150.3
million of proceeds from our Zero Coupon Debentures offering. During the three
months ended March 31, 2001, we repaid $2.220 billion of our long-term debt,
consisting
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primarily of $1.375 billion of repayments on certain of our revolving credit
facilities and $833.5 million of repayments under Comcast Cable's commercial
paper program. In addition, during the three months ended March 31, 2001, we
received proceeds of $13.5 million related to issuances of our common stock.

Net cash used in investing activities was $643.3 million for the three
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months ended March 31, 2001. Net cash used in investing activities includes the
effects of acquisitions, net of cash acquired, of $26.4 million, <consisting
primarily of our acquisitions of cable communications systems, investments of
$175.0 million, capital expenditures of $521.9 million and additions to deferred
charges of $71.7 million, offset by proceeds from sales of investments of $151.7
million.

Results of Operations
Our summarized consolidated financial information for the three months

ended March 31, 2001 and 2000 is as follows (dollars in millions, "NM" denotes
percentage is not meaningful):

Three Months Ended

March 31, Increase
2001 2000 $
ROV ENUE S e 4 v vt e et e ettt tee et eeeeeeeeeeeeeeeeeeeeseeeeeeenns $2,196.1 $1,938.9 $257.2
Cost of goods sold from electronic retailing................. 556.6 527.1 29.5
Operating, selling, general and administrative expenses...... 998.6 824.9 173.7
Operating income before depreciation and
[= 010wl > wils ¥ o N (5 640.9 586.9 54.0
DepreCiation. vttt it e e e e e e e e e e e e e et e 221.3 171.9 49.4
D28 (4L ok il A= e I ) o 520.1 373.8 146.3
Operating (loSS) 1NCOME. . u i i ittt i ittt ittt ettt et eaeeeeeneens (100.5) 41.2 (141.7
B o o N oy o N D oYY o (182.3) (168.06) 13.7
B RVA TS uh 1170 o il 5 o ol 11> 214.7 644 .6 (429.9
Expense related to indexed debt......... . ..o, (687.5) (687.5
Equity in net income (losses) of affiliates.................. 2.9 (2.9) 5.8
Other 1NnCOmMEe (EXPEINSE) i v v i ittt ittt ettt eeeeeeeeeeaneeeeneens 1,194.2 (10.8) 1,205.0
Income tax (expense) benefit....... ...ttt eeeennnn (485.06) 31.8 (517.4
Minority dnterest . ...ttt ittt ettt et et e (26.7) (34.2) (7.5
Income (loss) before extraordinary items and cumulative
effect of accounting change..........iiiiiiiiiieeerennnnn. $616.7 ($186.4) $803.1
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Operating Results by Business Segment

The following represent the operating results of our significant Dbusiness
segments, "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 condensed consolidated financial statements
included in Item 1).

Cable

The following table presents the operating results of our cable segment
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(dollars in millions):

nded

Three Months E
March 31,
2001 2
J2N 0= o e B v e LY 2t $938.6
Digital vVideO. ..ottt ittt e e e e e e e e e et e 46.2
Cable MOTEmM. v vttt ittt et ettt ettt ettt eeeeeeeennas 54.5
AdVertising SAleS . v it ittt ittt e et e et e e 66.2
L o 34.0
S ErVIiCE INCOME . & v it ittt ettt ettt ettt e e ettt eeeeeeaaeenns 1,139.5
Operating, selling, general and
administrative EXPEeNSeS . @i it ittt ettt tee e 651.5
Operating income before depreciation
and amortization (@) « v v v it n ettt et ettt $488.0

Of the $93.8 million increase for the three month period from 2000 to 2001
in analog video service income, which consists of our basic, expanded basic,
premium and pay-per-view services, $57.7 million is attributable to the effects
of our acquisition of Prime and the AT&T and Adelphia cable system exchanges in
August 2000, December 2000 and January 2001, respectively, and $36.1 million
relates principally to changes in rates and subscriber growth in our historical
operations. The increase from 2000 to 2001 in digital video service income 1is
due primarily to the addition of approximately 201,000 digital subscriptions
during the quarter ended March 31, 2001 and, to a lesser extent, to the effects
of a new, higher-priced digital service offering made in the second half of
2000. The increase from 2000 to 2001 in cable modem service income is primarily
due to the addition of approximately 142,000 cable modem subscribers during the
quarter ended March 31, 2001. The increase from 2000 to 2001 in advertising
sales revenue is attributable to the effects of new advertising contracts,
market-wide fiber interconnects and the continued leveraging of our existing
fiber networks. The increase from 2000 to 2001 in other service income, which
includes installation revenues, guide revenues, commissions from electronic
retailing and other product offerings, 1is primarily attributable to our
acquisition of Prime and the AT&T and Adelphia cable systems exchanges.

The increases in operating, selling, general and administrative expenses
for the three month period from 2000 to 2001 is primarily due to the effects of
increases in the costs of cable programming as a result of changes in rates,
subscriber growth and additional channel offerings, our acquisition of Prime and
the AT&T and Adelphia cable system exchanges, 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.
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Commerce

The following presents the operating results of our commerce segment, which
consists of QVC, Inc. and its subsidiaries (dollars in millions).

Three Months Ended

March 31,
2001 2
Net sales from electronic retailing...........oiiiieeeennnnn $884.0
Cost of goods sold from electronic retailing................. 556.6
Operating, selling, general and administrative
1S4 1T = 154.7
Operating income before depreciation
and amOTrEIzZaAtion (@) v v v v vt it ittt ettt et e et ettt eeeeeeeeeenas $172.7
[ T T (= ek i 5 o N 37.0%

The 1increase in net sales from electronic retailing for the three month
period from 2000 to 2001 is primarily attributable to the effects of 4.5%, 8.7%
and 13.1% increases in the average number of homes receiving QVC services in the
United States ("US"), United Kingdom ("UK") and Germany, respectively; increases
of 3.7% and 25.6% in net sales per home 1in the US and Germany (in
Deutschemarks), respectively, and a 9.6% 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 period.

The increases in cost of goods sold for the three month period from 2000 to
2001 is primarily related to the growth in net sales. The increase 1in gross
margin is primarily due to the effects of increases in product margins across
all product categories, as well as to the effects of a shift in sales mix.

The increase in operating, selling, general and administrative expenses for
the three month period from 2000 to 2001 is primarily attributable to higher
variable costs and personnel costs associated with the increase in sales volume.

Consolidated Analysis

The effects of our recent acquisitions were to increase our revenues and
expenses, resulting in increases in our operating income before depreciation and
amortization. The increases in our property and equipment and deferred charges
(see Note 8 to our condensed consolidated financial statements included in Item
1) and the corresponding increases in depreciation expense and amortization
expense for the three month period from 2000 to 2001 are primarily due to the
effects of our acquisition of Prime in August 2000, our cable system exchanges
with AT&T and Adelphia in December 2000 and January 2001, as well as our
increased levels of capital expenditures.

Interest Expense

The $13.7 million increase in interest expense for the three month period
from 2000 to 2001 is primarily due to the effects of our offerings of our Zero
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Coupon Debentures in December 2000 and of Comcast Cable's senior notes in

January 2001, offset, in part, by the effects of our repayments and retirement
of debt.
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 Dboth to generate operating income Dbefore
depreciation and amortization and to obtain external financing.
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Investment Income

During the three months ended March 31, 2001 and 2000, we recognized
pre-tax gains of $11.6 million and $589.4 million, respectively, on sales and
exchanges of certain of our investments.

During the three months ended March 31, 2001 and 2000, we recorded losses
of $894.1 million and $4.9 million, respectively, on certain of our investments
based on a decline in value that was considered other than temporary. The loss
for the three months ended March 31, 2001 relates principally to our investment
in AT&T common stock, a portion of which was exchanged on April 30, 2001 (see
Note 4 to our condensed consolidated financial statements included in Item 1).

In connection with our adoption of SFAS No. 133 on January 1, 2001, we
reclassified our investment in Sprint PCS from an available for sale security to
a trading security. In connection with this reclassification, we recorded
pre-tax 1nvestment income of $1.092 billion, representing the accumulated

unrealized gain on our investment in Sprint PCS previously recorded as a
component of accumulated other comprehensive income.

During the three months ended March 31, 2001, we recorded an unrealized
loss on trading securities of $126.8 million and pre-tax investment income of
$114.0 million related to the mark to market adjustments on our derivatives and
hedged items.

Expense Related to Indexed Debt

Through December 31, 2000, the ZONES were accounted for as an indexed debt
instrument since the maturity value is dependent upon the fair value of Sprint
PCS stock. During the three months ended March 31, 2000, we recorded expense
related to indexed debt of $687.5 million to reflect fair wvalue of the
underlying Sprint PCS stock.

Other Income (Expense)

On January 1, 2001, 1in connection with our cable systems exchange with
Adelphia pursuant to which we received cable communications systems serving
approximately 445,000 subscribers from Adelphia in exchange for certain of our
cable communications systems serving approximately 440,000 subscribers, we
recorded a pre-tax gain of $1.199 billion, representing the difference Dbetween
the estimated fair value as of the closing date of the transaction and our cost
basis in the systems exchanged.

Income Tax (Expense) Benefit
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The changes in income tax (expense) benefit for the three month period from
2000 to 2001 are primarily the result of the effects of changes in our income
(loss) Dbefore taxes and minority interest, and non-deductible goodwill
amortization.

Minority Interest

The changes in minority interest for the three month period from 2000 to
2001 are attributable to the effects of changes in the net income or loss of our
less than 100% owned consolidated subsidiaries.

Extraordinary Items

During the three months ended March 31, 2000, we incurred debt
extinguishment costs and wrote off unamortized debt issue costs principally in
connection with the redemption and retirement of certain indebtedness, resulting
in extraordinary losses, net of tax, of $5.1 million.

Cumulative Effect of Accounting Change

In connection with the adoption of SFAS No. 133, we recognized as income
cumulative effect of accounting change, net of related income taxes, of $384.
million during the three months ended March 31, 2001. The income consisted of
$400.2 million adjustment to record the debt component of our ZONES at
discount from its value at maturity and $191.3 million principally related to
the reclassification of gains previously recognized as a component of
accumulated other comprehensive income on our equity derivative instruments, net
of related deferred income taxes.

(U VR C ]

We believe that our operations are not materially affected by inflation.
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PART II. OTHER INFORMATION

ITEM 1. 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 1liability with respect to such actions 1is not expected to
materially affect our financial position, results of operations or
liquidity.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibits required to be filed by Item 601 of Regulation S-K:
None.
(b) Reports on Form 8-K:
(i) We filed a Current Report on Form 8-K under Item 5 on January 4,
2001 relating to our announcement that we had completed our cable

systems exchanges with AT&T Corporation and Adelphia
Communications Corporation.
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SIGNATURE

Pursuant to the requirements 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.

COMCAST CORPORATION

/S/ LAWRENCE J. SALVA

Lawrence J. Salva
Senior Vice President
(Principal Accounting Officer)

Date: May 8, 2001
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