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                                  UNITED STATES

                       SECURITIES AND EXCHANGE COMMISSION

                             WASHINGTON, D. C. 20549

                                   FORM 10-K/A
                                (Amendment No. 1)

[X]      ANNUAL REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES
         EXCHANGE ACT OF 1934
         For the fiscal year ended December 31, 2000

                                       OR

[ ]      TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
         EXCHANGE ACT OF 1934 [No Fee Required]
         For the transition period from ____ to ____

Commission File Number 0-20421

                            LIBERTY MEDIA CORPORATION
        -----------------------------------------------------------------
             (Exact name of Registrant as specified in its charter)

         State of Delaware                                    84-1288730
----------------------------------------                ----------------------
    (State or other jurisdiction of                       (I.R.S. Employer
     incorporation or organization)                       Identification No.)

        9197 So. Peoria Street
          Englewood, Colorado                                    80112
----------------------------------------                ----------------------
(Address of principal executive offices)                      (Zip Code)

         Registrant's telephone number, including area code:  (720) 875-5400

         Securities registered pursuant to Section 12(b) of the Act:  None

         Securities registered pursuant to Section 12(g) of the Act:  None

         Indicate by check mark whether the Registrant(1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months and (2) has been subject to such filing
requirements for the past 90 days. Yes   X     No
                                       -----      -----

         Indicate by check mark if disclosure of delinquent filers pursuant to
Item 405 of Regulation S-K is not contained herein, and will not be contained,
to the best of Registrant's knowledge, in definitive proxy or information
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statements incorporated by reference in Part III of this Form 10-K or any
amendment to this Form 10-K.
                            ------------

         As of March 1, 2001, there were 1,000 shares of Class A Common Stock,
1,000 shares of Class B Common Stock and 1,000 shares of Class C Common Stock of
Liberty Media Corporation outstanding, all of which were held indirectly by AT&T
Corp. We paid no dividends on our common stock during the year ended December
31, 2000, and we have no intention of paying dividends on our common stock for
the foreseeable future.
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                                   SIGNATURES

         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.

                                          LIBERTY MEDIA CORPORATION

Date:       June 12, 2001                 By: /s/ Charles Y. Tanabe
                                              ----------------------------------
                                              Charles Y. Tanabe
                                               Senior Vice President and
                                               General Counsel

Date:       June 12, 2001                 By: /s/ Christopher W. Shean
                                              ----------------------------------
                                              Christopher W. Shean
                                               Vice President and Controller
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                                    PART II.

Item 5. Market for Registrant's Common Equity and Related Stockholder Matters.

         (a) There is no market for our common equity. See "Certain
Relationships and Related Transactions" in Part III of this report.

         (b) Recent Sales of Unregistered Securities. On March 8, 1999, in
connection with the merger of AT&T and TCI, we reclassified each share of our
existing and outstanding common stock, $1.00 par value per share, held by TCI
into one share of Class A Common Stock, $.0001 par value per share, one share of
Class B Common Stock, $.0001 par value per share, and one share of Class C
Common Stock, $.0001 par value per share. We believe this transaction was exempt
from registration under the Securities Act either because it did not involve a
"sale" of securities as defined in Section 2(3) of the Securities Act or, if it
did involve a "sale", the transaction was exempt from the registration
requirements of the Securities Act by virtue of Section 4(2) of the Securities
Act since it did not involve a public offering.
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         We believe that the sales of the following securities were exempt from
the registration requirements of the Securities Act by virtue of Section 4(2) of
the Securities Act because none of these transactions involved a public
offering. We used the proceeds from the following issuances for working capital
purposes.

         On June 30, 1999, we sold to Lehman Brothers, Merrill Lynch, Pierce,
Fenner & Smith Incorporated, Banc of America Securities LLC, BNY Capital
Markets, Inc., Credit Lyonnais Securities, Donaldson, Lufkin & Jenrette, Morgan
Stanley Dean Witter, Salomon Smith Barney, Schroder & Co. Inc. and TD Securities
our 7-7/8% Senior Notes due 2009 at an aggregate offering price of $750 million
(less a discount to these initial purchasers of approximately $4.9 million) and
our 8-1/2% Senior Debentures due 2029 at an aggregate offering price of $500
million (less a discount to these initial purchasers of approximately $4.4
million).

         On November 16, 1999, we sold our 4% Senior Exchangeable Debentures due
2029 to Donaldson, Lufkin & Jenrette, Merrill Lynch, Pierce, Fenner & Smith
Incorporated, Goldman, Sachs & Co. and Salomon Smith Barney at an aggregate
offering price of approximately $868.8 million (less a discount to these initial
purchasers of $15 million). Each $1,000 principal amount debenture is
exchangeable, at the option of the holder, for the value of 22.9486 shares of
Sprint PCS Group stock. We may pay this value in cash, with a number of shares
of Sprint PCS Group stock or a combination of cash and stock, as determined in
the debentures.

         On February 2, 2000, we sold to Lehman Brothers and Salomon Smith
Barney Inc. our 8-1/4% Senior Debentures due 2030, at an aggregate offering
price of $1 billion (less a discount to the initial purchasers of $8.8 million).

         On February 10, 2000, we sold to Salomon Smith Barney Inc. our 3-3/4%
Senior Exchangeable Debentures due 2030 at an aggregate offering price of $750
million (less a discount to the initial purchaser of $15 million). On March 8,
2000, we sold to Salomon Smith Barney Inc. an additional $60 million principal
amount of our 3-3/4% Senior Exchangeable Debentures due 2030 (less a discount to
the initial purchaser of $1 million). Each $1,000 principal amount debenture is
exchangeable, at the option of the holder, for the value of 16.7764 shares of
Sprint PCS Group stock. We may pay this value in cash, with a number of shares
of Sprint PCS Group stock or a combination of cash and stock, as determined in
the debentures.

         On January 11, 2001, we sold to Lehman Brothers Inc. our 3-1/2% senior
exchangeable debentures due 2031 at an aggregate offering price of $550 million
(less a discount to the initial purchaser of $11 million). On January 17, 2001,
we sold to Lehman Brothers Inc. an additional $50 million principal amount of
our 3-1/2% senior exchangeable debentures due 2031 (less a discount to the
initial purchaser of $1 million). Each $1,000 principal amount debenture is
exchangeable, at the option of the holder, for the value of 36.8189 shares of
Motorola common stock. We may pay this value in cash, with a number of shares of
Motorola stock or a combination of cash and stock, as determined in the
debentures.

         On March 8, 2001, we sold to Salomon Smith Barney Inc. our 3-1/4%
senior exchangeable
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debentures due 2031 at an aggregate offering price of approximately $817.7
million (less a discount to the initial purchaser of approximately $16.7
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million). Each $1,000 principal amount debenture is exchangeable, at the option
of the holder, for the value of 18.5666 shares of Viacom, Inc. common stock. We
may pay this value in cash, with a number of shares of Viacom stock or a
combination of cash and stock, as determined in the debentures.

Item 6. Selected Financial Data.

         The following tables present selected historical information relating
to the financial condition and results of operations of Liberty for the past
five years. The following data should be read in conjunction with Liberty's
consolidated financial statements. Liberty was a wholly owned subsidiary of
Tele-Communications, Inc. ("TCI") since August 1994. On March 9, 1999, AT&T
Corp. acquired TCI in a merger transaction. For financial reporting purposes,
the merger of AT&T and TCI is deemed to have occurred on March 1, 1999. In
connection with the merger, the assets and liabilities of Liberty were adjusted
to their respective fair values pursuant to the purchase method of accounting.
For periods prior to March 1, 1999, the assets and liabilities of Liberty and
the related consolidated results of operations are referred to below as "Old
Liberty," and for periods subsequent to February 28, 1999, the assets and
liabilities of Liberty and the related consolidated results of operations are
referred to as "New Liberty." In connection with the merger, TCI effected an
internal restructuring as a result of which certain assets and approximately
$5.5 billion in cash were contributed to Liberty.

                                               New Liberty                    Old Liberty
                                           -------------------       ----------------------------
                                               December 31,                   December 31,
                                           -------------------       ----------------------------
                                            2000         1999         1998        1997      1996
                                           ------       ------       ------      ------    ------
                                                           amounts in millions

Summary Balance Sheet Data:
Investment in affiliates                   $20,379      15,922        3,079       2,359     1,519
Investments in available-for-sale
  securities and others                    $19,035      28,593       10,539       3,971     2,257
Total assets                               $54,176      58,650       15,783       7,735     6,722
Debt, including current portion            $ 6,363       3,277        2,096         785       555
Stockholder's equity                       $34,224      38,408        9,230       4,721     4,519

                                                      New Liberty                                  Old Liberty
                                            ----------------------------       -----------------------------------------------------
                                                Year         Ten months        Two months
                                               Ended           ended              ended               Years ended
                                            December 31,    December 31,       February 28,           December 31,
                                            ------------    ------------       ------------   --------------------------------------
                                                2000            1999               1999         1998           1997           1996
                                            ------------    ------------       ------------   --------       --------       --------
                                                                              amounts in millions

Summary Statement of Operations Data:
Revenue                                      $ 1,526             729             235           1,359           1,225         2,208
Operating income (loss)                      $   437          (2,214)           (158)           (431)           (260)          (66)
Interest expense                             $  (399)           (134)            (25)           (104)            (40)          (53)
Share of losses of affiliates, net           $(1,731)           (904)            (66)         (1,002)           (785)         (332)
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Gains on dispositions, net                   $ 7,339               4              14           2,449             406         1,558
Net earnings (loss)                          $ 2,569          (1,975)            (70)            622            (470)          741
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Item 7. Management's Discussion and Analysis of Financial Condition and Results
        of Operations.

         The following discussion and analysis provides information concerning
our results of operations and financial condition. This discussion should be
read in conjunction with our accompanying consolidated financial statements and
the notes thereto.

         AT&T's Liberty Media Group common stock is a tracking stock designed to
reflect the economic performance of the businesses and assets of AT&T attributed
to the "Liberty Media Group." We are included in the Liberty Media Group, and
the businesses and assets of Liberty and its subsidiaries constitute
substantially all of the businesses and assets of the Liberty Media Group.

         Liberty's domestic subsidiaries generally operate or hold interests in
businesses which provide programming services including production, acquisition
and distribution through all available formats and media of branded
entertainment, educational and informational programming and software. In
addition, certain of Liberty's subsidiaries hold interests in technology and
Internet businesses, as well as interests in businesses engaged in wireless
telephony, electronic retailing, direct marketing and advertising sales relating
to programming services, infomercials and transaction processing. Liberty also
has significant interests in foreign affiliates, which operate in cable
television, programming and satellite distribution.

         Liberty's most significant consolidated subsidiaries at December 31,
2000, were Starz Encore Group LLC, Liberty Livewire Corporation and On Command
Corporation. These businesses are either wholly or majority owned and,
accordingly, the results of operations of these businesses are included in the
consolidated results of Liberty for the periods in which they were wholly or
majority owned.

         A significant portion of Liberty's operations are conducted through
entities in which Liberty holds a 20%-50% ownership interest. These businesses
are accounted for using the equity method of accounting and, accordingly, are
not included in the consolidated results of Liberty except as they affect
Liberty's interest in earnings or losses of affiliates for the period in which
they were accounted for using the equity method. Included in Liberty's
investments in affiliates at December 31, 2000 were USA Networks, Inc.,
Discovery Communications, Inc., Gemstar-TV Guide International, Inc. (successor
to TV Guide, Inc.), QVC, Inc., UnitedGlobalCom, Inc. and Telewest Communications
plc.

         Liberty also holds interests in companies that are neither consolidated
subsidiaries nor affiliates accounted for using the equity method. The most
significant of these include AOL Time Warner Inc. (successor to Time Warner
Inc.), Sprint Corporation, The News Corporation Limited and Motorola, Inc. The
investments in AOL Time Warner, Sprint Corporation, News Corporation and
Motorola that Liberty holds are classified as available-for-sale securities and
are carried at fair value. Unrealized holding gains and losses on these
securities are carried net of taxes as a component of accumulated other
comprehensive earnings in stockholder's equity. Realized gains and losses are
determined on a specific-identification basis.
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         AT&T's acquisition of Tele-Communications, Inc. ("TCI") by merger on
March 9, 1999, has been accounted for using the purchase method. Accordingly,
Liberty's assets and liabilities have been recorded at their respective fair
values resulting in a new cost basis. For financial reporting purposes the AT&T
merger is deemed to have occurred on March 1, 1999. Accordingly, for periods
prior to March 1, 1999, the assets and liabilities of Liberty and the related
consolidated financial statements are sometimes referred to herein as "Old
Liberty," and for periods subsequent to February 28, 1999, the assets and
liabilities of Liberty and the related consolidated financial statements are
sometimes referred to herein as "New Liberty." "Liberty" refers to both New
Liberty and Old Liberty.

SUMMARY OF OPERATIONS

         Starz Encore Group provides premium programming distributed by cable,
direct-to-home satellite and other distribution media throughout the United
States. Liberty Livewire provides sound, video and ancillary post production and
distribution services to the motion picture and television industries in the
United States and Europe. On Command provides in-room on-demand video
entertainment and information services to the domestic lodging industry. To
enhance the reader's understanding, separate financial data has been provided
below for the periods in which they were consolidated for Starz Encore
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Group, Liberty Livewire and On Command due to the significance of those
operations. The table sets forth, for the periods indicated, certain financial
information and the percentage relationship that certain items bear to revenue.
Included in the other category are Liberty's other consolidated subsidiaries and
corporate expenses. Some of Liberty's significant other consolidated
subsidiaries include Liberty Digital, Inc., Pramer S.C.A. and Liberty
Cablevision of Puerto Rico. Liberty Digital is principally engaged in
programming, distributing and marketing digital and analog music services to
homes and businesses. Pramer is an owner and distributor of cable programming
services in Argentina. Liberty Cablevision of Puerto Rico is a provider of cable
television services in Puerto Rico. The results of TV Guide are included for the
two months ended February 28, 1999, after which time Liberty began accounting
for this investment under the equity method of accounting. Liberty holds
significant equity investments, the results of which are not a component of
operating income, but are discussed below under "Investments in Affiliates
Accounted for Under the Equity Method." Other items of significance are
discussed separately below.

         General Information

         Liberty's consolidated statements of operations include information
reflecting the year ended December 31, 2000 and the ten month period ended
December 31, 1999 which represent the operations of New Liberty for periods
subsequent to the AT&T Merger. The two month period ended February 28, 1999 and
the year ended December 31, 1998 represent the operations of Old Liberty for
periods prior to the AT&T Merger.

                                      II-4
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                                                                  New Liberty
                                          ----------------------------------------------------------
                                              Year                         Ten months
                                             ended           % of            ended            % of
                                          December 31,       total        December 31,        total
                                             2000           revenue          1999            revenue
                                          ------------      -------       ------------       -------
                                                           dollar amounts in millions

Starz Encore Group
   Revenue                                $   733             100%         $   539             100%
   Operating, selling, general and
      administrative                          498              68              415              77
   Stock compensation                         163              22              283              53
   Depreciation and amortization              157              21              148              27
                                          -------         -------          -------         -------
      Operating (loss) income             $   (85)            (11)%        $  (307)            (57)%
                                          =======         =======          =======         =======

Liberty Livewire
   Revenue                                $   295             100%         $    --              --
   Operating, selling, general and
      administrative                          251              85               --              --
   Stock compensation                         (42)            (14)              --              --
   Depreciation and amortization               55              19               --              --
                                          -------         -------          -------         -------
      Operating income                    $    31              10%         $    --              --
                                          =======         =======          =======         =======

On Command
   Revenue                                $   200             100          $    --              --
   Operating, selling, general and
      administrative                          151              76               --              --
   Depreciation and amortization               65              32               --              --
                                          -------         -------          -------         -------
      Operating loss                      $   (16)             (8)         $    --              --
                                          =======         =======          =======         =======
Other
   Revenue                                $   298                (a)       $   190                (a)
   Operating, selling, general and
      administrative                          286                              181
   Stock compensation                      (1,071)                           1,502
   Depreciation and amortization              576                              414
                                          -------                          -------
      Operating income (loss)             $   507                          $(1,907)
                                          =======                          =======

                                                                   Old Liberty
                                          --------------------------------------------------------
                                           Two months                        Year
                                             ended            % of           ended          % of
                                          February 28,       total        December 31,      total
                                             1999           revenue           1998         revenue
                                          ------------      -------       ------------     -------
                                                           dollar amounts in millions

Revenue                                   $   101              100%            $   541        100%
   Operating, selling, general and
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      administrative                           60               59                 445         82
   Stock compensation                           3                3                  58         11
   Depreciation and amortization                1                1                   8          1
                                          -------          -------             -------    -------
      Operating (loss) income             $    37               37%            $    30          6%
                                          =======          =======             =======    =======
Liberty Livewire
   Revenue                                $    --               --             $    --         --
   Operating, selling, general and
      administrative                           --               --                  --         --
   Stock compensation                          --               --                  --         --
   Depreciation and amortization               --               --                  --         --
                                          -------          -------             -------    -------
      Operating income                    $    --               --             $    --         --
                                          =======          =======             =======    =======
On Command
   Revenue                                $    --               --             $    --         --
   Operating, selling, general and
      administrative                           --               --                  --         --
   Depreciation and amortization               --               --                  --         --
                                          -------          -------             -------    -------
      Operating loss                      $    --               --             $    --         --
                                          =======          =======             =======    =======
Other
   Revenue                                $   134                 (a)          $   818           (a)
   Operating, selling, general and
      administrative                          128                                  698
   Stock compensation                         180                                  460
   Depreciation and amortization               21                                  121
      Operating income (loss)             $  (195)                             $  (461)
                                          =======                              =======

----------
(a) Not meaningful.
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         In order to provide a meaningful basis for comparing the years ended
December 31, 2000, 1999 and 1998, the operating results of New Liberty for the
ten months ended December 31, 1999 have been combined with the operating results
of Old Liberty for the two months ended February 28, 1999, for purposes of the
following table and discussion. Depreciation, amortization and certain other
line items included in the operating results presented below are not comparable
between periods as a result of the effects of purchase accounting adjustments
related to the AT&T merger. The combining of predecessor and successor
accounting periods is not permitted by generally accepted accounting principles.

                                                                      Combined Liberty
                                   ----------------------------------------------------------------------------------
                                       Year                         Year                        Year
                                       ended          % of          ended         % of          ended          % of
                                   December 31,       total     December 31,      total     December 31,       total
                                       2000          revenue        1999         revenue        1998          revenue
                                   ------------      -------    ------------     -------    ------------      -------
                                                                dollar amounts in millions

Starz Encore Group

Edgar Filing: LIBERTY MEDIA CORP /DE/ - Form 10-K/A

8



  Revenue                             $   733          100%      $   640          100%        $   541          100%
  Operating, selling, general
     and administrative                   498           68           475           74             445           82
  Stock compensation                      163           22           286           45              58           11
  Depreciation and
     amortization                         157           21           149           23               8            1
                                      -------          ---       -------          ---         -------          ---
       Operating (loss)
           income                     $   (85)         (11)%     $  (270)         (42)%       $    30            6%
                                      =======          ===       =======          ===         =======          ===
Liberty Livewire
  Revenue                             $   295          100%      $    --           --         $    --           --
  Operating, selling, general
     and administrative                   251           85            --           --              --
  Stock compensation                      (42)         (14)           --           --              --           --
  Depreciation and
     amortization                          55           19            --           --              --           --
                                      -------          ---       -------          ---         -------          ---
       Operating income               $    31           10%      $    --           --         $    --           --
                                      =======          ===       =======          ===         =======          ===
On Command
  Revenue                             $   200          100%      $    --           --         $    --           --
  Operating, selling, general
     and administrative                   151           76            --           --              --           --
  Depreciation and
     amortization                          65           32            --           --              --           --
                                      -------          ---       -------          ---         -------          ---
       Operating loss                 $   (16)          (8)%     $    --           --         $    --           --
                                      =======          ===       =======          ===         =======          ===
Other
  Revenue                             $   298             (a)    $   324             (a)      $   818             (a)
  Operating, selling, general
     and administrative                   286                        309                          698
  Stock compensation                   (1,071)                     1,682                          460
  Depreciation and
     amortization                         576                        435                          121
                                      -------                    -------                      -------
       Operating income (loss)        $   507                    $(2,102)                     $  (461)
                                      =======                    =======                      =======

----------
(a) Not meaningful.
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         Certain of the Company's consolidated subsidiaries and equity
affiliates (the "Programming Affiliates") are dependent on the entertainment
industry for entertainment, educational and informational programming. A
prolonged downturn in the economy could have a negative impact on the revenue
and operating income of the Programming Affiliates. Such an event could reduce
the development of new television and motion picture programming, thereby
adversely impacting the Programming Affiliates' supply of service offerings. In
addition, a soft economy could reduce consumer disposable income and consumer
demand for the products and services of the Programming Affiliates.

         YEAR ENDED DECEMBER 31, 2000, COMPARED TO DECEMBER 31, 1999

         CONSOLIDATED SUBSIDIARIES
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         Starz Encore Group. The majority of Starz Encore Group's revenue is
derived from the delivery of movies to subscribers under affiliation agreements
between Starz Encore Group and cable operators and satellite direct-to-home
distributors. Starz Encore Group entered into a 25-year affiliation agreement in
1997 with TCI. TCI cable systems subsequently acquired by AT&T in the AT&T
merger operate under the name AT&T Broadband. Under this affiliation agreement
with AT&T Broadband, Starz Encore Group receives fixed monthly payments in
exchange for unlimited access to all of the existing Encore and STARZ! services.
The payment from AT&T Broadband can be adjusted, in certain instances, if AT&T
acquires or disposes of cable systems or if Starz Encore Group's programming
costs increase above certain specified levels. As a result of AT&T's acquisition
of MediaOne Group, Inc. on June 15, 2000, the contracted payment amount
increased by approximately 20%. After adjusting for the elimination of the
former MediaOne contract, the net payment amount from the combined AT&T
companies increased by approximately 10%. Starz Encore Group's other affiliation
agreements generally provide for payments based on the number of subscribers
that receive Starz Encore Group's services.

         Revenue increased to $733 million in 2000 from $640 million in 1999.
Revenue from AT&T Broadband increased 11% during 2000 compared to the same
period of 1999, pursuant to the terms of the AT&T/Starz Encore Group affiliation
agreement. As AT&T's acquisition of MediaOne did not close until June 2000, the
increase in revenue from AT&T Broadband only reflects the 20% increase in the
contracted payment required under the AT&T/Starz Encore Group affiliation
agreement for six and one-half months of 2000. Under this agreement, the amount
paid by AT&T Broadband does not vary with the number of subscription units from
AT&T Broadband unless such variations in subscription units are due to
acquisitions or dispositions of cable systems, as discussed above. This category
also includes revenue from cable systems that have been contributed by AT&T to
joint ventures and are subject to the AT&T/Starz Encore Group affiliation
agreement. Revenue from cable affiliates other than AT&T Broadband increased 33%
during 2000, compared to 1999 due to increases in subscription units for Encore
and STARZ! services. MOVIEplex and Thematic Multiplex subscribers from cable
affiliates other than AT&T Broadband increased by 15% and 239%, respectively,
during 2000 compared to 1999, contributing to the increase in revenue. Revenue
from satellite providers and other distribution technologies increased 7% during
2000, due to 17%, 26% and 51% increases in STARZ!, Encore and Thematic Multiplex
subscription units, respectively. Revenue from satellite providers and other
distribution technologies grew at a slower rate than subscription units due to
contractual incentives.

         Operating, selling, general and administrative expenses increased by 5%
during 2000 as compared to 1999, primarily due to an increase in programming
expenses. Programming expenses increased due to an increase in programming
license fees resulting from increased use of higher quality first-run films from
certain movie studios. The increase in programming expense was partially offset
by reduced spending on affiliate marketing and national branding efforts.

         Depreciation and amortization increased from $149 million during 1999
to $157 million during 2000. The increase was primarily the result of purchase
accounting adjustments being in effect for the full year 2000 compared to only
the last ten months of 1999.

         Starz Encore Group has granted phantom stock appreciation rights to
certain of its officers. Compensation relating to the phantom stock appreciation
rights has been recorded based upon the fair value of the Starz Encore Group as
determined by a third-party appraisal. The amount of expense associated with the
phantom stock appreciation rights is generally based on the vesting of such
rights and the change in the fair value of the Starz Encore Group.
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         Liberty expects Starz Encore Group to generate an operating loss during
2001 due to continued stock compensation and depreciation and amortization
expenses. It is expected that this operating loss will decrease compared to 2000
due to improved earnings before interest, taxes, depreciation and amortization
(Operating Cash Flow).

         Liberty Livewire. On April 10, 2000, Liberty acquired all of the
outstanding common stock of Four Media Company in exchange for AT&T Class A
Liberty Media Group common stock and cash. On June 9, 2000 Liberty acquired a
controlling interest in The Todd-AO Corporation in exchange for AT&T Class A
Liberty Media Group common stock. Immediately following the closing of such
transaction, Liberty contributed 100% of the capital stock of Four Media Company
to Todd-AO in exchange for additional Todd-AO common stock. Following these
transactions, Todd-AO changed its name to Liberty Livewire. On July 19, 2000,
Liberty purchased all of the assets relating to the post production, content and
sound editorial businesses of Soundelux Entertainment Group. Immediately
following such transaction, the assets of Soundelux were contributed to Liberty
Livewire for additional Liberty Livewire stock. Following these transactions,
Liberty owned approximately 88% of the equity and controlled approximately 99%
of the voting power of Liberty Livewire, and as a result, began to consolidate
the operations of Liberty Livewire during the quarter ended June 30, 2000.
Liberty Livewire is dependent on the television and movie production industries
for a substantial portion of its revenue. A strike by certain entertainment
guilds could have a significant negative impact on Liberty Livewire's revenue
during the periods affected by such strike.

         On Command. On March 28, 2000, Liberty announced that it had completed
its cash tender offer for the outstanding common stock of Ascent Entertainment
Group, Inc. Approximately 85% of the outstanding shares of common stock of
Ascent were tendered in the offer. On June 8, 2000, Liberty completed its
acquisition of 100% of Ascent. On Command is a majority owned subsidiary of
Ascent. On Command's principal business is providing pay-per-view entertainment
and information services to the lodging industry. Upon completion of the tender
offer, Liberty consolidated the operations of On Command. On Command's revenue
could be negatively impacted by a strike by certain entertainment guilds as the
amount of programming available to On Command could be negatively impacted,
thereby potentially reducing purchases of pay-per-view entertainment services by
consumers. Liberty expects On Command's operating loss in 2001 to approximate
its 2000 operating loss.

         Other. Included in this information are the results of Liberty's other
consolidated subsidiaries and corporate expenses.

         Revenue decreased 8% to $298 million for 2000 as compared to $324
million in 1999 primarily due to the deconsolidation of TV Guide on March 1,
1999, which accounted for $97 million of the decrease. The effect of the
deconsolidation of TV Guide was partially offset by a $12 million increase in
revenue at Pramer, a $20 million increase in revenue at Liberty Digital and a
$12 million increase in revenue at other international subsidiaries. Ascent
Network Services, Inc. which was acquired during March 2000 as part of the
Ascent transaction, also contributed $17 million in additional revenue.

         Operating, selling, general and administrative expenses decreased 7% to
$286 million for 2000 as compared to $309 million for 1999. The decrease in
expenses is primarily due to the deconsolidation of TV Guide, which accounted
for $76 million of the decrease. The effect of the TV Guide deconsolidation was
offset by start up expenses of $26 million at True Position, Inc. which was
acquired on January 14, 2000 as part of the Associated Group transaction,
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increased expenses of $9 million at each of Pramer and Liberty Digital, and $11
million of expenses associated with the acquisition of Ascent Network Services.

         Depreciation and amortization increased $141 million to $576 million
for 2000 from $435 million for 1999. The increase was a result of the effects of
purchase accounting adjustments related to the AT&T merger and other
acquisitions.

         The amount of expense associated with stock compensation is generally
based on the vesting of the related stock options and stock appreciation rights
and the market price of the underlying common stock. The expense reflected in
the table is based on the market price of the underlying common stock as of the
date of the financial statements and is subject to future adjustment based on
market price fluctuations, vesting percentages and, ultimately, on the final
determination of market value when the rights are exercised.
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         Other Income and Expense. Interest expense was $399 million, $134
million and $25 million for the year ended December 31, 2000, the ten month
period ending December 31, 1999 and the two month period ending February 28,
1999, respectively. The increase in interest expense during 2000 was a result of
increased borrowings by Liberty during the second half of 1999 and the first
quarter of 2000.

         The carrying amount of the senior exchangeable debentures is adjusted
based on the fair value of the underlying Sprint PCS Group Stock. Increases or
decreases in the value of the underlying Sprint PCS Group Stock above the
principal amount of the senior exchangeable debentures (the "Contingent
Portion") is recorded as an adjustment to interest expense in the consolidated
statements of operations and comprehensive earnings. If the value of the
underlying Sprint PCS Group Stock decreases below the principal amount of the
senior exchangeable debentures there is no effect on the principal amount of
such debentures.

         Dividend and interest income was $301 million, $242 million and $10
million for the year ended December 31, 2000, the ten month period ended
December 31, 1999 and the two month period ended February 28, 1999,
respectively. The increase in dividend and interest income during the year ended
December 31, 2000 primarily represents interest earned on the cash collateral
balance associated with the securities lending agreement, increased dividends
from investments in News Corp. and Motorola and interest earned on cash balances
at Ascent and Liberty Satellite and Technology, Inc. ("LSAT").

         During the year ended December 31, 2000, Liberty determined that
certain of its investments experienced other than temporary declines in value.
As a result, the cost bases of such investments were adjusted to their
respective fair values at December 31, 2000 based primarily on recent quoted
market prices. These adjustments are reflected as impairment of investments in
the consolidated statements of operations. The following table identifies the
realized losses attributable to each of the individual investments as follows
(amounts in millions):

         Investments
         -----------                                            Year ended
                                                               December 31,
                                                                   2000
                                                               ------------
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         Motorola                                               $    1,276
         Primedia                                                      103
         Others                                                         97
                                                                ----------
                                                                $    1,476
                                                                ==========

         Aggregate gains from dispositions during the year ended December 31,
2000, the ten month period ended December 31, 1999 and the two month period
ended February 28, 1999 were $7,339 million, $4 million and $14 million,
respectively. Liberty recognized a gain of $2,233 million during the year ended
December 31, 2000, in connection with the acquisition of General Instrument by
Motorola. Liberty also recognized a $211 million gain during the year ended
December 31, 2000, in connection with the exchange of Sprint PCS Group stock,
valued at $300 million, for a preferred stock interest in LSAT. Liberty
recognized a gain of $649 million during the year ended December 31, 2000, in
connection with the acquisition of Flextech Limited by Telewest. Liberty
recognized a gain of $4,391 million during the year ended December 31, 2000 in
connection with the acquisition of TV Guide by Gemstar. In all of the above
exchange transactions, the gains were calculated based upon the difference
between the carrying value of the assets relinquished compared to the fair value
of the assets received.

         Liberty recognized a gain on issuance of equity by affiliates and
subsidiaries of $372 million during the two months ended February 28, 1999, in
connection with the acquisition by United Video Satellite Group of the TV Guide
properties.
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         INVESTMENTS IN AFFILIATES ACCOUNTED FOR UNDER THE EQUITY METHOD

         Liberty's share of losses of affiliates was $1,731 million, $904
million and $66 million during the year ended December 31, 2000, the ten month
period ending December 31, 1999 and the two month period ending February 28,
1999, respectively. A summary of Liberty's share of losses of affiliates is
included below:

                                                                   New Liberty                        Old Liberty
                                                    ---------------------------------------------     ------------
                                                                      Year           Ten months        Two months
                                                                      ended             ended            ended
                                                    Percentage     December 31,      December 31,     February 28,
                                                     Ownership         2000              1999             1999
                                                    ----------     ------------      ------------     ------------
                                                                          amounts in millions

         USAI and related investments                   21%        $       (36)              (20)              10
         Telewest                                       25%               (441)             (222)             (38)
         Discovery                                      49%               (293)             (269)              (8)
         Gemstar                                        21%               (254)               --               --
         QVC                                            43%                (12)              (11)              13
         UnitedGlobalCom                                11%               (211)               23               --
         Other                                        Various             (484)             (405)             (43)
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                                                                   -----------              ----              ---
                                                                   $    (1,731)             (904)             (66)
                                                                   ===========              ====              ===

         At December 31, 2000, the excess of Liberty's aggregate carrying amount
in its affiliates over Liberty's proportionate share of its affiliates' net
assets is approximately $15 billion. This excess basis is being amortized over
estimated useful lives ranging from 2 to 20 years. Such amortization was
approximately $936 million, $463 million and $9 million for the year ended
December 31, 2000, the ten months ended December 31, 1999 and the two months
ended February 28, 1999, respectively. Such excess basis amortization is
included in Liberty's share of losses of its affiliates. Liberty expects to
continue to record shares of losses in its affiliates for the foreseeable future
principally due to the significant levels of excess basis amortization that is
included in each affiliate's share of losses.

         USA Networks, Inc. Liberty's share of USA Networks, Inc.'s net earnings
(loss) was approximately $(36) million, $(20) million and $10 million for the
year ended December 31, 2000, the ten month period ended December 31, 1999 and
the two month period ended February 28, 1999, respectively. Liberty's share of
losses for the year ended December 31, 2000 and the ten month period ended
December 31, 1999, included $64 million and $53 million, respectively, in excess
basis amortization. The increase in Liberty's share of USA Networks net loss
from 1999 to 2000 is due to the inclusion of a full year of excess basis
amortization during 2000 as compared to ten months excess basis amortization in
1999.

         Telewest. Liberty's share of Telewest's net losses was approximately
$441 million, $222 million and $38 million for the year ended December 31, 2000,
the ten month period ended December 31, 1999 and the two month period ended
February 28, 1999, respectively. Liberty's share of losses for the year ended
December 31, 2000 and the ten month period ended December 31, 1999 included $164
million and $73 million, respectively, in excess basis amortization. Liberty's
share of Telewest's net loss increased due to the increase in excess basis
amortization combined with a $270 million increase in Telewest's net loss from
1999 to 2000. Telewest's net loss increased due to increased interest expense
and increased depreciation and amortization expense resulting from acquisitions.

         Discovery. Liberty's share of Discovery's net loss was approximately
$293 million, $269 million, and $8 million for the year ended December 31, 2000,
the ten month period ended December 31, 1999 and the two month period ended
February 28, 1999, respectively. Liberty's share of losses for the year ended
December 31, 2000 and the ten month period ended December 31, 1999, included
$187 million and $155 million, respectively, in excess basis amortization. The
increase in Liberty's share of Discovery's net loss from 1999 to 2000 is due to
the inclusion of a full year of excess basis amortization during 2000 as
compared to ten months excess basis amortization in 1999. The increase in excess
basis amortization was offset by a reduction in Discovery's net loss due to an
increase in Operating Cash Flow that was partially offset by increased interest
expense and launch support.
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         Gemstar. Liberty's share of Gemstar's net loss was $254 million from
the date of acquisition through December 31, 2000 and included excess basis
amortization of $199 million. On July 12, 2000, TV Guide and Gemstar completed a
merger whereby Gemstar acquired TV Guide. As a result of this transaction, 133
million shares of TV Guide held by Liberty were exchanged for 87.5 million
shares of Gemstar common stock. Following the merger, Liberty owns approximately

Edgar Filing: LIBERTY MEDIA CORP /DE/ - Form 10-K/A

14



21.4% of Gemstar.

         QVC. Liberty's share of QVC's net earnings (loss) was approximately
$(12) million, $(11) million and $13 million for the year ended December 31,
2000, the ten month period ended December 31, 1999 and the two month period
ended February 28, 1999, respectively. Liberty's share of losses for the year
ended December 31, 2000 and the ten month period ended December 31, 1999
included $110 million and $92 million, respectively, in excess basis
amortization. The increase in excess basis amortization was offset by an
increase in QVC's net income. The increase in net income principally resulted
from growth at QVC's domestic and international businesses.

         UnitedGlobalCom. Liberty's share of UnitedGlobalCom's net loss was $211
million for the year ended December 31, 2000 and Liberty's share of earnings was
$23 million for the ten months ended December 31, 1999. Liberty's share of
UnitedGlobalCom's operations included $46 million and $6 million in excess basis
amortization for the year ended December 31, 2000 and the ten months ended
December 31, 1999, respectively. Liberty purchased 9.9 million class B shares of
UnitedGlobalCom for approximately $493 million in cash on September 30, 1999.
Liberty's ownership in UnitedGlobalCom is approximately 11% on an economic basis
and 37% on voting basis. Liberty recorded share of earnings in 1999 due to gains
that UnitedGlobalCom recorded during the fourth quarter of 1999 resulting from
sales of investments in affiliates. Such gains recorded by UnitedGlobalCom in
1999 were non-recurring.

         YEAR ENDED DECEMBER 31, 1999, COMPARED TO DECEMBER 31, 1998

         CONSOLIDATED SUBSIDIARIES

         Starz Encore Group. Revenue increased to $640 million in 1999 from $541
million in 1998. Revenue from AT&T Broadband increased 13% during 1999, compared
to the same period of 1998, pursuant to the terms of the AT&T/Starz Encore Group
affiliation agreement. Under this agreement, the amount paid by AT&T Broadband
does not vary with the number of subscription units from AT&T Broadband. This
category also includes revenue from cable systems that have been contributed by
AT&T to joint ventures and are subject to the AT&T/Starz Encore Group
affiliation agreement. Revenue from cable affiliates other than AT&T Broadband
increased 33% during 1999, compared to 1998 mainly due to increases in
subscription units for Encore and STARZ! services, combined with small increases
in rates charged. MOVIEplex and Thematic Multiplex subscribers from cable
affiliates other than AT&T Broadband increased by 42% and 414%, respectively,
during 1999 compared to 1998, contributing to the increase in revenue. Revenue
from satellite providers and other distribution technologies increased 21%
during 1999, due to 17%, 15% and 26% increases in STARZ!, Encore and Thematic
Multiplex subscription units, respectively, partially offset by subscriber
volume and penetration discounts.

         Programming and other operating expenses increased by 12% during 1999,
compared to 1998, primarily due to increased first run exhibitions on Encore and
the Thematic Multiplex channels. Sales and marketing expenses increased by 6%
during 1999, compared to 1998, due to the "New Encore" national awareness
campaign during 1999. The "New Encore" campaign is branding Encore as a
first-run premium pay service.

         Depreciation and amortization increased from $8 million during 1998 to
$149 million during 1999. The increase was a direct result of the effects of
purchase accounting adjustments related to the AT&T merger.

         Starz Encore Group has granted phantom stock appreciation rights to
certain of its officers. Compensation relating to the phantom stock appreciation
rights has been recorded based upon the fair value of the Starz Encore Group as
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determined by a third-party appraisal. The amount of expense associated with the
phantom stock appreciation rights is generally based on the vesting of such
rights and the change in the fair value of the Starz Encore Group.
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         Other. Revenue decreased 60% from $818 million for 1998, to $324
million for 1999. The decrease in revenue was due to the sale of Netlink
Wholesale, Inc. during January 1999, the sale of CareerTrack, Inc. in February
1999, and the deconsolidation of TV Guide in March 1999. Netlink Wholesale,
Career Track and TV Guide accounted for $33 million, $73 million and $501
million of the decrease, respectively. This decrease was partially offset by the
acquisition of Pramer in August 1998, which contributed $47 million to revenue
in 1999.

         Operating, selling, general and administrative expenses decreased 56%
to $309 million for 1999, from $698 million for 1998. The sales of Netlink and
CareerTrack and the deconsolidation of TV Guide accounted for $22 million, $74
million and $399 million of the decrease, respectively. These decreases were
partially offset by the acquisition of Pramer, which added $37 million of
expenses, and $18 million of additional corporate expenses in 1999 associated
with the AT&T merger.

         Depreciation and amortization increased $314 million to $435 million
for 1999 from $121 million during 1998. The increase was a result of the effects
of purchase accounting adjustments related to the AT&T merger.

         The amount of expense associated with stock compensation is generally
based on the vesting of the related stock options and stock appreciation rights
and the market price of the underlying common stock. The expense reflected in
the table is based on the market price of the underlying common stock as of the
date of the financial statements and is subject to future adjustment based on
market price fluctuations and, ultimately, on the final determination of market
value when the rights are exercised.

         Other Income and Expense. Interest expense was $134 million, $25
million and $104 million for the ten month period ending December 31, 1999, the
two month period ending February 28, 1999, and the year ended December 31, 1998,
respectively. The increase in interest expense during the 1999 periods was a
result of increased borrowings by Liberty during 1999.

         Dividend and interest income was $242 million, $10 million and $65
million for the ten month period ending December 31, 1999, the two month period
ending February 28, 1999 and the year ending December 31, 1998, respectively.
The increase in dividend and interest income during 1999 primarily represents
dividends and interest income from the investment of the $5.5 billion received
in connection with the AT&T merger.

         Aggregate gains from dispositions and issuance of equity by affiliates
and subsidiaries during the ten month period ended December 31, 1999, the two
month period ended February 28, 1999, and the year ended December 31, 1998 were
$4 million, $386 million and $2,554 million, respectively. Liberty recognized a
gain of $372 million during the two months ended February 28, 1999, in
connection with the acquisition by United Video Satellite Group of the TV Guide
properties. Liberty recorded a gain of $1,873 million during 1998 as a result of
the exchange of its interest in PCS Ventures for shares of Sprint PCS Group
stock. Effective January 1, 1998, Time Warner acquired the business of Southern
Satellite from Liberty for $213 million in cash resulting in a $515 million
pre-tax gain.
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         INVESTMENTS IN AFFILIATES ACCOUNTED FOR UNDER THE EQUITY METHOD

         Liberty's share of losses of affiliates was $904 million, $66 million
and $1,002 million during the ten month period ending December 31, 1999, the two
month period ending February 28, 1999, and the year ending December 31, 1998,
respectively. A summary of Liberty's share of losses of affiliates is as
follows:

                                                      New Liberty                      Old Liberty
                                                      ------------          ----------------------------------
                                                       Ten months            Two months               Year
                                                         ended                 ended                 ended
                                                      December 31,          February 28,          December 31,
                                                          1999                  1999                  1998
                                                      ------------          ------------          ------------
                                                                         amounts in millions

         USAI and related investments                 $        (20)                   10                    30
         Telewest                                             (222)                  (38)                 (134)
         Discovery                                            (269)                   (8)                  (39)
         QVC                                                   (11)                   13                    64
         UnitedGlobalCom                                        23                    --                    --
         PCS Ventures                                           --                    --                  (629)
         Other                                                (405)                  (43)                 (294)
                                                      ------------                   ---                ------
                                                      $       (904)                  (66)               (1,002)
                                                      ============                   ===                ======

         Liberty's share of losses of affiliates included $463 million, $9
million and $8 million in excess basis amortization for the ten months ended
December 31, 1999, the two months ended February 28, 1999 and the year ended
December 31, 1998.

         USA Networks, Inc. Liberty's share of USA Networks, Inc.'s net earnings
(loss) was approximately $(20) million, $10 million and $30 million for the ten
month period ended December 31, 1999, the two month period ended February 28,
1999 and the year ended December 31, 1998, respectively. Liberty's share of
losses for the ten month period ended December 31, 1999, included $53 million in
excess basis amortization. Liberty's recorded increased share of losses in USA
Networks in 1999 due to the excess basis amortization combined with a decrease
in USA Network's net income.

         Telewest. Liberty's share of Telewest's net loss was approximately $222
million, $38 million and $134 million for the ten month period ended December
31, 1999, the two month period ended February 28, 1999, and the year ended
December 31, 1998, respectively. Liberty's share of losses for the ten month
period ended December 31, 1999, included $73 million in excess basis
amortization. Liberty's share of Telewest's net loss increased due to the excess
basis amortization combined with a $308 million increase in Telewest's net loss.
The increase in Telewest's net loss was due to increased interest expense and
increased depreciation and amortization expense resulting from acquisitions and
increased foreign currency transaction losses.
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         Discovery. Liberty's share of Discovery's net loss was approximately
$269 million, $8 million and $39 million for the ten month period ended December
31, 1999, the two month period ended February 28, 1999 and the year ended
December 31, 1998, respectively. Liberty's share of losses for the ten month
period ended December 31, 1999, included $155 million in excess basis
amortization. Liberty's share of Discovery's net loss increased due to the
excess basis amortization combined with a $175 million increase in Discovery's
net loss. The increase in the net loss was due to increased interest expense and
launch support.

         QVC. Liberty's share of QVC's net (loss) earnings was approximately
$(11) million, $13 million and $64 million for the ten month period ended
December 31, 1999, the two month period ended February 28, 1999, and the year
ended December 31, 1998, respectively. Liberty's share of losses for the ten
month period ended December 31, 1999 included $92 million in excess basis
amortization. The decrease in Liberty's share of QVC's earnings was due to the
excess basis amortization offset partially by a $72 million increase to QVC's
net income resulting from revenue growth and improved gross margins.
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         PCS Ventures. Liberty's share of losses from its investment in the PCS
Ventures was $629 million during 1998. On November 23, 1998, Liberty exchanged
its investments in certain wireless businesses ("PCS Ventures") for Sprint PCS
Group Stock and certain other instruments convertible into such securities
("Sprint Securities"). Through November 23, 1998, Liberty accounted for its
interest in the PCS Ventures using the equity method of accounting; however, as
a result of the foregoing exchange, Liberty's less than 1% voting interest in
Sprint and the transfer of its Sprint Securities to a trust prior to the AT&T
merger, Liberty no longer exercises significant influence with respect to its
investment in the PCS Ventures. Accordingly, Liberty accounts for its investment
in the Sprint PCS Group stock as an available-for-sale security.

LIQUIDITY AND CAPITAL RESOURCES

         Liberty's sources of funds include its available cash balances, net
cash from operating activities, dividend and interest receipts, proceeds from
asset sales and proceeds from financing activities. Liberty is generally not
entitled to the cash resources or cash generated by operations of its
subsidiaries and business affiliates. Liberty is primarily dependent upon its
financing activities to generate sufficient cash resources to meet its future
cash requirements and planned commitments.

         Upon consummation of the AT&T merger, through a new tax sharing
agreement between Liberty and AT&T, Liberty became entitled to the benefit of
all of the net operating loss carryforwards available to the entities included
in TCI's consolidated income tax return as of the date of the AT&T merger. In
addition, under the tax sharing agreement, Liberty will receive a cash payment
from AT&T in periods when it generates taxable losses and those taxable losses
are utilized by AT&T to reduce the consolidated income tax liability. During the
year ended December 31, 2000 Liberty received $414 million from AT&T pursuant to
the tax sharing agreement.

         Liberty held shares of Time Warner Series LMCN-V common stock, which
were convertible into 114 million shares of Time Warner common stock. Liberty
owns approximately 81.7 million ADRs representing preferred limited voting
shares of News Corp. Liberty owns 62.6 million shares of Motorola common stock.
Liberty receives dividends on its ownership interests in these entities
periodically. On January 11, 2001, Time Warner and America Online, Inc.
completed their merger, pursuant to which each share of the Time Warner common
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stock held by Liberty was converted into 1.5 shares of an identical series of
stock of AOL Time Warner. AOL Time Warner does not currently intend to pay
dividends on its common stock. Liberty anticipates that it will continue to
receive dividends on its ownership interests in News Corp. and Motorola.
However, there can be no assurance that such dividends will continue to be paid.

         Liberty receives approximately $8 million in cash dividends quarterly
on the Fox Kids Worldwide preferred stock. This preferred stock pays quarterly
dividends at the annual rate of 9% of the liquidation value of $1,000 per share.
If Fox Kids Worldwide does not declare or pay a quarterly dividend, that
dividend will be added to the liquidation value and the dividend rate will
increase to 11.5% per annum until all accrued and unpaid dividends are paid.
News Corp. has undertaken to fund all amounts needed by Fox Kids Worldwide to
pay any amounts it is required to pay under the certificate of designations for
the Fox Kids Worldwide preferred stock, including payment of the liquidation
value of that stock upon any optional or mandatory redemption of that stock.

         At December 31, 2000, Liberty and its consolidated subsidiaries had
bank credit facilities which provided for borrowings of up to $1.9 billion.
Borrowings under these facilities of $1.6 billion were outstanding at December
31, 2000. Certain assets of Liberty's consolidated subsidiaries serve as
collateral for borrowings under these bank credit facilities. Also, these bank
credit facilities contain provisions which limit additional indebtedness, sale
of assets, liens, guarantees, and distributions by the borrowers.

         On January 7, 2000, a trust, which holds Liberty's investment in
Sprint, entered into agreements to loan 18 million shares of Sprint PCS Group
Stock to a third party, as Agent. The obligation to return those shares is
secured by cash collateral equal to 100% of the market value of that stock,
which was $338 million at December 31, 2000. During the period of the loan,
which is terminable by either party at any time, the cash collateral is to be
marked-to-market daily. The trust, for the benefit of Liberty, has the use of
80% of the cash collateral plus any interest earned thereon during the term of
the loan, and is required to pay a rebate fee equal to the Federal funds rate
less 30 basis points to the borrower of the
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loaned shares. Unutilized cash collateral of $49 million at December 31, 2000
represents restricted cash and is included in other current assets on the
consolidated balance sheets. At December 31, 2000, Liberty had utilized $289
million of the cash collateral under the securities lending agreement.

         In February 2000, Liberty received net cash proceeds of $983 million
from the issuance of its 8-1/4% Senior Debentures due 2030. The 8-1/4% Senior
Debentures have an aggregate principal amount of $1 billion.

         In February 2000, Liberty received net cash proceeds of $735 million
from the issuance of its 3-3/4% Senior Exchangeable Debentures due 2030. In
March 2000, Liberty received net cash proceeds of $59 million, including accrued
interest from February 10, 2000, from the issuance of an additional $60 million
principal amount of such debentures. These debentures are exchangeable, at the
option of the holder, for the value of 16.7764 shares of the Sprint PCS Group
stock. Liberty may pay such value in cash, with a number of shares of Sprint PCS
Group stock or a combination of cash and stock, as determined in the debentures.

         In January 2001, Liberty received net cash proceeds of $588 million
from the issuance of its 3-1/2% senior exchangeable debentures due 2031, in the
aggregate principal amount of $600 million. These debentures are exchangeable,
at the option of the holder, for the value of 36.8189 shares of Motorola stock.
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Liberty may pay such value in cash, with a number of shares of Motorola stock or
a combination of cash and stock, as determined in the debentures.

         In March 2001, Liberty received net cash proceeds of $801 million from
the issuance of its 3-1/4% senior exchangeable debentures due 2031. The 3-1/4%
senior exchangeable debentures have an aggregate principal amount of
approximately $818 million. These debentures are exchangeable, at the option of
the holder, for the value of 18.5666 shares of Viacom. Liberty may pay such
value in cash, with a number of shares of Viacom stock or a combination of cash
and stock, as determined in the debentures.

         Based on currently available information and expected future
transactions, Liberty expects to receive approximately $223 million in dividend
and interest income during the year ended December 31, 2001. Based on current
debt levels and current interest rates, Liberty expects to pay approximately
$465 million in interest expense during the year ended December 31, 2001.

         For so long as Liberty is a subsidiary of AT&T, there are restrictions
on incurrence of debt of Liberty through an Inter-Group Agreement with AT&T.
Liberty may not incur any debt that would cause the total indebtedness of
Liberty at any time to be in excess of 25% ($9 billion at December 31, 2000) of
the total market capitalization of the AT&T Liberty Media Group tracking stock,
if the excess would adversely affect the credit rating of AT&T.

         Various partnerships and other affiliates of Liberty accounted for
under the equity method finance a substantial portion of their acquisitions and
capital expenditures through borrowings under their own credit facilities and
net cash provided by their operating activities.

         In September 1999, Liberty Media Group announced the approval to
repurchase from time to time up to 135 million shares of AT&T Class A or Class B
Liberty Media Group common stock. During 2000, Liberty made distributions to
Liberty Media Group totaling approximately $269 million to repurchase
approximately 14 million shares under this repurchase plan. The distributions
were accounted for as a reduction to additional paid-in-capital.

         Pursuant to a final judgment (the "Final Judgment") agreed to by
Liberty, AT&T and the United States Department of Justice (the "DOJ") on
December 31, 1998, Liberty transferred all of its beneficially owned securities
of Sprint PCS to a trustee (the "Trustee") prior to the AT&T Merger. The Final
Judgment, which was entered by the United States District Court of the District
of Columbia on August 23, 1999, requires the Trustee, on or before May 23, 2002,
to dispose of a portion of the Sprint PCS Group stock sufficient to cause
Liberty to beneficially own no more than 10% of the outstanding Sprint PCS Group
common stock -Series 1 on a fully diluted basis on such date. On or before May
23, 2004, the Trustee must divest the remainder of the Sprint Securities
beneficially owned by Liberty.
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         Liberty has guaranteed notes payable and other obligations of certain
affiliates. At December 31, 2000, the U.S. dollar equivalent of the amounts
borrowed pursuant to these guaranteed obligations aggregated approximately $659
million.

         Liberty intends to continue to develop its entertainment and
information programming services and has made certain financial commitments
related to the acquisition of programming. As of December 31, 2000, Starz Encore
Group's future minimum obligation related to certain film licensing agreements
was $1.3 billion. The amount of the total obligation is not currently estimable
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because such amount is dependent upon the number of qualifying films released
theatrically by certain motion picture studios as well as the domestic
theatrical exhibition receipts upon the release of such qualifying films.
Continued development may require additional financing and it cannot be
predicted whether Starz Encore Group will obtain such financing. If additional
financing cannot be obtained by Starz Encore Group, Starz Encore Group or
Liberty could attempt to sell assets but there can be no assurance that asset
sales, if any, can be consummated at a price and on terms acceptable to Liberty.

         Liberty has agreed to a transaction with UnitedGlobalCom pursuant to
which Liberty will invest consideration equal to $1.4 billion and contribute
certain of its interests in various international broadband distribution and
programming assets, such as its interests in Cablevision S.A., Pramer S.C.A. and
Torneos y Competencias S.A., in exchange for direct or indirect equity interests
in UnitedGlobalCom. Assuming the consummation of all of the contemplated
transactions and the contribution of all of the assets proposed to be
contributed, Liberty would hold a substantial direct or indirect equity interest
in UnitedGlobalCom and, upon the occurrence of certain events, a controlling
voting interest in UnitedGlobalCom. However, pursuant to certain voting and
standstill arrangements that would be entered into at the time of the closing of
this transaction, Liberty's ability to exercise control of UnitedGlobalCom would
be limited. The voting and standstill arrangements would terminate upon the
tenth anniversary of the closing, subject to earlier termination upon the
occurrence of specified events.

         Proposed Split Off Transaction

         AT&T currently owns all the outstanding shares of Class A Common Stock,
Class B Common Stock and Class C Common Stock of Liberty Media Corporation.
Subsequent to December 31, 2000, AT&T initiated a process for effecting our
split off from AT&T by means of a redemption of AT&T Liberty Media Group
tracking stock (the "Split Off Transaction"). Prior to the Split Off
Transaction, Liberty will increase its authorized capital stock, and the Liberty
Class A and Class B Common Stock will be reclassified as Series A Liberty Media
Corporation common stock ("Series A common stock") and the Class C Common Stock
will be reclassified as Series B Liberty Media Corporation common stock ("Series
B common stock"). In the Split Off Transaction, each share of AT&T Class A and
AT&T Class B Liberty Media Group tracking stock will be exchanged for a like
share of Series A common stock and Series B common stock, respectively. Upon
completion of the Split Off Transaction, Liberty Media Corporation will no
longer be a subsidiary of AT&T and no shares of AT&T Liberty Media Group
tracking stock will be outstanding. The Split Off Transaction will be accounted
for at historical cost. There can be no assurance that the split off will be
effected.

         Immediately prior to the Split Off Transaction, AT&T will contribute to
Liberty Media Corporation assets currently attributed to the Liberty Media Group
but not held by us (the "Contributed Assets"). These assets include (i)
preferred stock and common stock interests in a subsidiary of IDT Corporation, a
multinational telecommunications services provider; and (ii) an approximate 8%
indirect common equity interest in Liberty Digital. The contributions will be
accounted for in a manner similar to a pooling of interests and, accordingly,
the financial statements of Liberty Media Corporation for periods prior to
contributions will be restated to include the financial position and results of
operations of the Contributed Assets once this transaction is completed.

         In connection with the Split Off Transaction, Liberty will also be
deconsolidated from AT&T for federal income tax purposes. As a result, AT&T will
be required to pay Liberty an amount equal to 35% of the amount of the net
operating loss carryforward reflected in TCI's final federal income tax return
that has not been used as an offset to our obligations under the tax sharing
agreement and that has been, or is reasonably expected to be, utilized by AT&T.
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The payment will be reduced by Liberty's obligation under the 1995 TCI Tax
Sharing Agreement. The expected net payment from AT&T is approximately $692
million. In addition, certain deferred intercompany gains will be includible
into taxable income as a result
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of the Split Off Transaction and the resulting tax liability of approximately
$122 million will be an obligation to Liberty.

CASH FLOWS FROM OPERATING ACTIVITIES

         Cash provided by operating activities for the year ended December 31,
2000, the ten months ended December 31, 1999 and the year ended December 31,
1998 was $181 million, $133 million and $26 million, respectively. Cash used in
operating activities for the two month period ended February 28, 1999 was $107
million. Improved operating cash flow for Starz Encore Group and increased
dividend and interest income contributed to the higher cash flows from operating
activities for the year ended December 31, 2000 and the ten month period ended
December 31, 1999. Cash used during the two months ended February 28, 1999
included payments related to stock appreciation rights of $126 million.

CASH FLOWS FROM INVESTING ACTIVITIES

         Cash used in investing activities was $2,866 million, $4,658 million,
$79 million and $1,121 million for the year ended December 31, 2000, the ten
months ended December 31, 1999, the two months ended February 28, 1999 and the
year ended December 31, 1998, respectively. Liberty uses cash to make
contributions and investments in entities in which Liberty holds a 50% or less
ownership interest. Cash flows from investing activities included cash used for
investments in and loans to affiliates amounting to $3,372 million, $2,596
million, $51 million and $1,404 million during the year ended December 31, 2000,
the ten months ended December 31, 1999, the two months ended February 28, 1999
and the year ended December 31, 1998, respectively. Liberty made purchases of
marketable securities of $848 million and $7,757 million during the year ended
December 31, 2000 and the ten month period ended December 31, 1999,
respectively. Liberty had cash proceeds from sales and maturities of marketable
securities of $1,820 million and $5,725 million during the year ended December
31, 2000 and ten month period ended December 31, 1999, respectively.
Additionally, Liberty invested $735 million and $109 million in acquisitions of
consolidated businesses during the year ended December 31, 2000 and the ten
month period ended December 31, 1999.

CASH FLOWS FROM FINANCING ACTIVITIES

         Liberty is primarily dependent on financing activities to generate
sufficient cash resources to meet its cash requirements. Financing cash flows
consist primarily of borrowings and repayments of debt. Liberty had borrowings
of $5,509 million, $3,187 million, $155 million and $2,199 million and
repayments of $3,068 million, $2,211 million, $145 million and $609 million
during the year ended December 31, 2000, the ten months ended December 31, 1999,
the two months ended February 28, 1999 and the year ended December 31, 1998,
respectively.

ACCOUNTING STANDARDS

         SFAS 133, Accounting for Derivative Instruments and Hedging Activities,
as amended by SFAS 137, Accounting for Derivative Instruments and Hedging
Activities - Deferral of the Effective Date of FASB Statement No. 133, and SFAS
138, Accounting for Certain Derivative Instruments and Certain Hedging
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Activities, is effective for the Company as of January 1, 2001. SFAS 133
requires that an entity recognize all derivatives as either assets or
liabilities measured at fair value. The accounting for changes in the fair value
of a derivative depends on the use of the derivative. Adoption of these new
accounting standards will result in cumulative after-tax increases in net
earnings of approximately $550 million and reductions in other comprehensive
income of approximately $90 million in the first quarter of 2001. The adoption
will also impact assets and liabilities recorded on the balance sheet.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk.

         Liberty is exposed to market risk in the normal course of its business
operations due to its investments in different foreign countries and ongoing
investing and financial activities. Market risk refers to the risk of loss
arising from adverse changes in foreign currency exchange rates, interest rates
and stock prices. The risk of loss can be assessed from the perspective of
adverse changes in fair values, cash flows and future earnings. Liberty has
established policies, procedures and internal processes
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governing its management of market risks and the use of financial instruments to
manage its exposure to such risks.

         Contributions to Liberty's foreign affiliates are denominated in
foreign currency. Liberty therefore is exposed to changes in foreign currency
exchange rates. Liberty does not hedge the majority of its foreign currency
exchange risk because of the long-term nature of its interests in foreign
affiliates. At December 31, 2000, Liberty was party to a foreign currency
forward contract for 100 million Euros. Had the price of the Euro been 10% lower
at December 31, 2000, Liberty would have recorded an additional unrealized loss
on financial instruments of $9 million. Liberty continually evaluates its
foreign currency exposure based on current market conditions and the business
environment in each country in which it operates.

         Liberty is exposed to changes in interest rates primarily as a result
of its borrowing and investment activities, which include fixed and floating
rate investments and borrowings used to maintain liquidity and fund its business
operations. The nature and amount of Liberty's long-term and short-term debt are
expected to vary as a result of future requirements, market conditions and other
factors. Liberty manages its exposure to interest rates primarily through the
issuance of fixed rate debt that Liberty believes has a low stated interest rate
and significant term to maturity. Liberty believes this best protects the
company from interest rate risk. As of December 31, 2000, the majority of
Liberty's debt was composed of fixed rate debt resulting from the 1999 and 2000
issuances of senior notes and senior debentures for net proceeds of
approximately $3.9 billion. The proceeds were used to repay floating rate debt,
which reduced Liberty's exposure to interest rate risk associated with rising
variable interest rates. However it increased Liberty's fair value interest rate
risk. During 2000 market interest rates have declined. Liberty has taken
advantage of these declining rates through the issuance of additional fixed rate
debt at lower stated interest rates. Liberty believes these continued issuances
of fixed rate debt that have a low stated rate and significant term to maturity
best allows Liberty to take advantage of the current historically low interest
rates. If market interest rates were 100 basis points (representing
approximately a 14% increase over Liberty's effective cost of borrowing) higher
throughout the year ended December 31, 2000 and 1999, Liberty would have
recorded approximately $14 million and $16 million of additional interest
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expense, respectively. At December 31, 2000, the aggregate fair value of
Liberty's senior notes and debentures was approximately $3.4 billion.

         Liberty is exposed to changes in stock prices primarily as a result of
its significant holdings in publicly traded securities. Liberty continually
monitors changes in stock markets, in general, and changes in the stock prices
of its significant holdings, specifically. Changes in stock prices can be
expected to vary as a result of general market conditions, technological
changes, specific industry changes and other factors. Equity collars and put
spread collars have been used to hedge certain investment positions subject to
fluctuations in stock prices.

         In order to illustrate the effect of changes in stock prices on Liberty
we provide the following sensitivity analysis. If the stock price of our
investments accounted for as available-for-sale securities had been 10% lower at
December 31, 2000, and December 31, 1999, the value of such securities would
have been lower, including consideration of our equity collars, by $1.7 billion
and $2.4 billion, respectively. Our unrealized gains, net of taxes would have
also been lower by $1.0 billion and $1.5 billion, respectively. If the stock
price of our publicly traded investments accounted for using the equity method
been 10% lower at December 31, 2000 and 1999, there would have been no impact on
the carrying value of such investments. If the stock price of the Sprint PCS
Group stock underlying Liberty's senior exchangeable debentures been 10% higher
at December 31, 2000, Liberty's total debt and correspondingly, Liberty's
interest expense would have been unchanged as the stock price of the Sprint PCS
Group stock would have been below the respective initial exchange prices.
Liberty's cash collateral account and debt balance under the securities lending
agreement would be reduced by $34 million if the underlying shares of the Sprint
PCS Group stock decreased in value by 10%.

         Liberty measures the market risk of its derivative financial
instruments through comparison of the blended rates achieved by those derivative
financial instruments to the historical trends in the underlying security. With
regard to interest rate swaps, Liberty monitors the fair value of interest rate
swaps as well as the effective interest rate the interest rate swap yields, in
comparison to historical interest rate trends. Liberty believes that any losses
incurred with regard to interest rate swaps would be offset by the effects of
interest rate changes on the underlying facilities. With regard to equity
collars, Liberty monitors historical market trends relative to values currently
present in the market. Liberty
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believes that any unrealized losses incurred with regard to equity collars would
be offset by the effects of fair value changes on the underlying assets. These
measures allow Liberty's management to measure the success of its use of
derivative instruments and to determine when to enter into or exit from
derivative instruments.

Item 8. Financial Statements and Supplementary Data.

         The consolidated financial statements of Liberty Media Corporation are
filed under this Item, beginning on Page II-20. The financial statement
schedules required by Regulation S-X are filed under Item 14 of this Annual
Report on Form 10-K.

Item 9. Changes in and Disagreements with Accountants on Accounting and
        Financial Disclosure.
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         None.
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                          INDEPENDENT AUDITORS' REPORT

The Board of Directors and Stockholder
Liberty Media Corporation:

We have audited the accompanying consolidated balance sheets of Liberty Media
Corporation and subsidiaries ("New Liberty" or "Successor") as of December 31,
2000 and 1999, and the related consolidated statements of operations and
comprehensive earnings, stockholder's equity, and cash flows for the year ended
December 31, 2000 and the period from March 1, 1999 to December 31, 1999
(Successor periods) and from January 1, 1999 to February 28, 1999 and for the
year ended December 31, 1998 (Predecessor periods). These consolidated financial
statements are the responsibility of management. Our responsibility is to
express an opinion on these consolidated financial statements based on our
audits.

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 provide a
reasonable basis for our opinion.

In our opinion, the aforementioned Successor consolidated financial statements
present fairly, in all material respects, the financial position of New Liberty
as of December 31, 2000 and 1999, and the results of their operations and their
cash flows for the Successor periods, in conformity with accounting principles
generally accepted in the United States of America. Further, in our opinion, the
aforementioned Predecessor consolidated financial statements present fairly, in
all material respects, the results of their operations and their cash flows for
the Predecessor periods, in conformity with accounting principles generally
accepted in the United States of America.

As discussed in note 1 to the consolidated financial statements, effective March
9, 1999, AT&T Corp., parent company of New Liberty, acquired
Tele-Communications, Inc., the former parent company of Liberty Media
Corporation, in a business combination accounted for as a purchase. As a result
of the acquisition, the consolidated financial information for the periods after
the acquisition is presented on a different cost basis than that for the periods
before the acquisition and, therefore, is not comparable.

                                                              KPMG LLP

Denver, Colorado
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                   LIBERTY MEDIA CORPORATION AND SUBSIDIARIES
                           (subsidiary of AT&T Corp.)

                           CONSOLIDATED BALANCE SHEETS

                           December 31, 2000 and 1999

                                                                                 2000              1999
                                                                                -------          -------
                                                                                   amounts in millions

Assets
Current assets:
     Cash and cash equivalents                                                  $ 1,295            1,714
     Short-term investments                                                         500              378
     Trade and other receivables, net                                               307              116
     Prepaid expenses and program rights                                            537              405
     Deferred income tax assets (note 9)                                            242              750
     Other current assets                                                            73                5
                                                                                -------          -------
         Total current assets                                                     2,954            3,368
                                                                                -------          -------

Investments in affiliates, accounted for under the equity method, and
     related receivables (note 5)                                                20,379           15,922
Investments in available-for-sale securities and others (note 6)                 19,035           28,593

Property and equipment, at cost                                                     976              162
     Less accumulated depreciation                                                  131               19
                                                                                -------          -------
                                                                                    845              143
                                                                                -------          -------
Intangible assets:
     Excess cost over acquired net assets (note 7)                               11,138            9,966
     Franchise costs                                                                190              273
                                                                                -------          -------
                                                                                 11,328           10,239
         Less accumulated amortization                                            1,047              454
                                                                                -------          -------
                                                                                 10,281            9,785
                                                                                -------          -------
Other assets, at cost, net of accumulated amortization                              682              839
                                                                                -------          -------
         Total assets                                                           $54,176           58,650
                                                                                =======          =======

                                                                                                        (continued)
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                     LIBERTY MEDIA CORPORATION SUBSIDIARIES
                           (subsidiary of AT&T Corp.)

                           CONSOLIDATED BALANCE SHEETS

                           December 31, 2000 and 1999

                                                                                          2000               1999
                                                                                        --------           --------
                                                                                             amounts in millions

Liabilities and Stockholder's Equity
Current liabilities:
     Accounts payable and accrued liabilities                                           $    473                245
     Accrued stock compensation (note 11)                                                  1,216              2,405
     Program rights payable                                                                  179                166
     Current portion of debt                                                               1,094                554
                                                                                        --------           --------
         Total current liabilities                                                         2,962              3,370
                                                                                        --------           --------
Long-term debt (note 8)                                                                    5,269              2,723
Deferred income tax liabilities (note 9)                                                  11,311             14,103
Other liabilities                                                                             62                 23
                                                                                        --------           --------
         Total liabilities                                                                19,604             20,219
                                                                                        --------           --------
Minority interests in equity of subsidiaries (note 7)                                        348                 23

Stockholder's equity (note 10):
     Preferred stock, $.0001 par value.  Authorized 100,000 shares; no
        shares issued and outstanding                                                         --                 --
     Class A common stock $.0001 par value.  Authorized 1,000,000 shares;
        issued and outstanding 1,000 shares                                                   --                 --
     Class B common stock $.0001 par value.  Authorized 1,000,000 shares;
        issued and outstanding 1,000 shares                                                   --                 --
     Class C common stock, $.0001 par value.  Authorized 1,000,000 shares;
        issued and outstanding 1,000 shares                                                   --                 --
     Additional paid-in capital                                                           34,169             33,838
     Accumulated other comprehensive (loss) earnings, net of taxes (note 12)
                                                                                            (397)             6,518
     Accumulated earnings (deficit)                                                          594             (1,975)
                                                                                        --------           --------
                                                                                          34,366             38,381
     Due to (from) related parties                                                          (142)                27
                                                                                        --------           --------
         Total stockholder's equity                                                       34,224             38,408
                                                                                        --------           --------
Commitments and contingencies (note 13)
         Total liabilities and stockholder's equity                                     $ 54,176             58,650
                                                                                        ========           ========

See accompanying notes to consolidated financial statements.
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                   LIBERTY MEDIA CORPORATION AND SUBSIDIARIES
                           (subsidiary of AT&T Corp.)

        CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE EARNINGS

                                                                    New Liberty                         Old Liberty
                                                           -----------------------------      ------------------------------
                                                               Year          Ten months        Two months           Year
                                                               ended           ended             ended             ended
                                                           December 31,     December 31,      February 28,      December 31,
                                                               2000             1999              1999              1998
                                                           ------------     ------------      ------------      ------------
                                                                                   amounts in millions
                                                                                        (note 2)

Revenue:
     Unaffiliated parties                                    $ 1,283               549               192             1,197
     Related parties (note 10)                                   243               180                43               162
                                                             -------           -------           -------           -------
                                                               1,526               729               235             1,359
                                                             -------           -------           -------           -------
Operating costs and expenses:
     Operating                                                   801               343                95               713
     Selling, general and administrative ("SG&A")                348               229                87               387
     Charges from related parties (note 10)                       37                24                 6                43
     Stock compensation-SG&A (note 11)                          (950)            1,785               183               518
     Depreciation and amortization                               853               562                22               129
                                                             -------           -------           -------           -------
                                                               1,089             2,943               393             1,790
                                                             -------           -------           -------           -------
         Operating income (loss)                                 437            (2,214)             (158)             (431)

Other income (expense):
     Interest expense                                           (399)             (134)              (25)             (104)
     Adjustment to interest expense for contingent
        portion of exchangeable debentures                       153              (153)               --                --
     Interest expense to related parties, net                     --                (1)               (1)               (9)
     Dividend and interest income                                301               242                10                65
     Share of losses of affiliates, net (note 5)              (1,731)             (904)              (66)           (1,002)
     Impairment of investments (note 6)                       (1,476)               --                --                --
     Gains on dispositions, net (notes 5, 6 and 7)             7,339                 4                14             2,449
     Gains on issuance of equity by affiliates and
        subsidiaries (notes 5 and 7)                              --                --               372               105
     Unrealized gains on financial instruments                    70                --                --                --
     Other, net                                                    3                (4)               (9)               (3)
                                                             -------           -------           -------           -------
                                                               4,260              (950)              295             1,501
                                                             -------           -------           -------           -------
        Earnings (loss) before income taxes and
           minority interest                                   4,697            (3,164)              137             1,070
Income tax (expense) benefit (note 9)                         (2,190)            1,097              (211)             (461)
Minority interests in losses of subsidiaries                      62                92                 4                13
                                                             -------           -------           -------           -------
        Net earnings (loss)                                  $ 2,569            (1,975)              (70)              622
                                                             -------           -------           -------           -------
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Other comprehensive earnings, net of taxes:
     Foreign currency translation adjustments                   (202)               60               (15)                2
     Unrealized holding (losses) gains arising during
        the period, net of reclassification adjustments       (6,713)            6,458               885             2,417
                                                             -------           -------           -------           -------
     Other comprehensive (loss) earnings                      (6,915)            6,518               870             2,419
                                                             -------           -------           -------           -------

Comprehensive (loss) earnings (note 12)                      $(4,346)            4,543               800             3,041
                                                             =======           =======           =======           =======

See accompanying notes to consolidated financial statements.
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                   LIBERTY MEDIA CORPORATION AND SUBSIDIARIES
                           (subsidiary of AT&T Corp.)

                 CONSOLIDATED STATEMENTS OF STOCKHOLDER'S EQUITY

                                                                           Common stock              Additional
                                                     Preferred    ------------------------------       paid-in
                                                       stock      Class A    Class B     Class C       capital
                                                     ---------    -------    -------     -------     ----------
                                                                        amounts in millions

Balance at January 1, 1998                               --          --          --          --        3,610
    Net earnings                                         --          --          --          --           --
    Foreign currency translation adjustments             --          --          --          --           --
    Unrealized gains on available-for-sale
       securities                                        --          --          --          --           --
    Payments for call agreements                         --          --          --          --         (140)
    Gains in connection with issuances of stock
       of affiliates and subsidiaries (note 5)           --          --          --          --           70
    Transfers from related party due to
       acquisitions of minority interests (note 7)       --          --          --          --          772
    Assignment of option from related party              --          --          --          --           16
    Transfer from related party for acquisition
       of cost investment                                --          --          --          --          354
    Other transfers from related parties, net            --          --          --          --           --
                                                       ----        ----        ----        ----        -----
Balance at December 31, 1998                             --          --          --          --        4,682
    Net loss                                             --          --          --          --           --
    Foreign currency translation adjustments             --          --          --          --           --
    Unrealized gains on available-for-sale
       securities                                        --          --          --          --           --
    Other transfers from (to) related parties, net       --          --          --          --          430
                                                       ----        ----        ----        ----        -----

Balance on February 28, 1999                           $ --          --          --          --        5,112
                                                       ====        ====        ====        ====        =====
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                                                             Accumulated
                                                                other                           Due to
                                                           comprehensive       Accumulated      (from)         Total
                                                              earnings,         (deficit)       related    stockholder's
                                                            net of taxes         earnings       parties       equity
                                                           -------------       -----------      -------    -------------
                                                                                   amounts in millions

Balance at January 1, 1998                                        767              330               14       4,721
    Net earnings                                                   --              622               --         622
    Foreign currency translation adjustments                        2               --               --           2
    Unrealized gains on available-for-sale
       securities                                               2,417               --               --       2,417
    Payments for call agreements                                   --               --               --        (140)
    Gains in connection with issuances of
       affiliates and subsidiaries (note 5)                        --               --               --          70
    Transfers from related party due to
       acquisitions of minority interests (note 7)                 --               --               --         772
    Assignment of option from related party                        --               --              (16)         --
    Transfer from related party for acquisition
       of cost investment                                          --               --               --         354
    Other transfers from related parties, net                      --               --              412         412
                                                               ------           ------           ------      ------
Balance at December 31, 1998                                    3,186              952              410       9,230
    Net loss                                                       --              (70)              --         (70)
    Foreign currency translation adjustments                      (15)              --               --         (15)
    Unrealized gains on available-for-sale
       securities                                                 885               --               --         885
    Other transfers from (to) related parties, net                 --               --           (1,011)       (581)
                                                               ------           ------           ------      ------
Balance on February 28, 1999                                    4,056              882             (601)      9,449
                                                               ======           ======           ======      ======
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                   LIBERTY MEDIA CORPORATION AND SUBSIDIARIES
                           (subsidiary of AT&T Corp.)

                 CONSOLIDATED STATEMENTS OF STOCKHOLDER'S EQUITY

                                                                           Common stock             Additional
                                                    Preferred     ------------------------------     paid-in
                                                      stock       Class A    Class B     Class C     capital
                                                    ---------     -------    -------     -------    ----------
                                                                      amounts in millions

Balance on February 28, 1999                          $  --          --          --         --          5,112
--------------------------------------------------------------------------------------------------------------
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Balance at March 1, 1999                              $  --          --          --         --         33,468
    Net loss                                             --          --          --         --             --
    Foreign currency translation adjustments             --          --          --         --             --
    Recognition of previously unrealized
       losses on available-for-sale securities,
       net                                               --          --          --         --             --
    Unrealized gains on available-for-sale
       securities                                        --          --          --         --             --
    Transfer from related party for redemption of
       debentures                                        --          --          --         --            354
    Gains in connection with issuances of stock
       of affiliates and subsidiaries (note 10)          --          --          --         --            104
    Utilization of net operating losses of
       Liberty by AT&T (note 9)                          --          --          --         --            (88)
    Other transfers to related parties, net              --          --          --         --             --
                                                      -----        ----        ----       ----         ------
Balance at December 31, 1999                          $  --          --          --         --         33,838
                                                      =====        ====        ====       ====         ======
    Net earnings                                         --          --          --         --             --
    Foreign currency translation adjustments             --          --          --         --             --
    Recognition of previously unrealized gains
       on available-for-sale securities, net             --          --          --         --             --
    Unrealized losses on available-for-sale
       securities                                        --          --          --         --             --
    Contribution to equity from related party for
       acquisitions                                      --          --          --         --            217
    Gains in connection with issuances of stock
       of affiliates and subsidiaries, net (note 10)     --          --          --         --            362
    Note receivable from related party                   --          --          --         --             --
    Utilization of net operating losses of
       Liberty by AT&T (note 9)                          --          --          --         --            (38)
    Other transfers to related parties, net              --          --          --         --           (210)
                                                       ----        ----        ----       ----         ------
Balance at December 31, 2000                          $  --          --          --         --         34,169
                                                      =====        ====        ====       ====         ======

                                                             Accumulated
                                                                other                           Due to
                                                           comprehensive       Accumulated      (from)         Total
                                                              earnings,         (deficit)       related    stockholder's
                                                            net of taxes         earnings       parties       equity
                                                           -------------       -----------      -------    -------------
                                                                                   amounts in millions

Balance on February 28, 1999                                 4,056               882              (601)            9,449
------------------------------------------------------------------------------------------------------------------------
Balance at March 1, 1999                                        --                --               197            33,665
    Net loss                                                    --            (1,975)               --            (1,975)
    Foreign currency translation adjustments                    60                --                --                60
    Recognition of previously unrealized
       losses on available-for-sale securities,
       net                                                       7                --                --                 7
    Unrealized gains on available-for-sale
       securities                                            6,451                --                --             6,451
    Transfer from related party for redemption of
       debentures                                               --                --                --               354

Edgar Filing: LIBERTY MEDIA CORP /DE/ - Form 10-K/A

31



    Gains in connection with issuances of stock
       of affiliates and subsidiaries (note 10)                 --                --                --               104
    Utilization of net operating losses of
       Liberty by AT&T (note 9)                                 --                --                --               (88)
    Other transfers to related parties, net                     --                --              (170)             (170)
                                                             -----            ------              ----            ------
Balance at December 31, 1999                                 6,518            (1,975)               27            38,408
                                                             =====            ======              ====            ======
    Net earnings                                                --             2,569                --             2,569
    Foreign currency translation adjustments                  (202)               --                --              (202)
    Recognition of previously unrealized
       on available-for-sale securities, net                  (635)               --                --              (635)
    Unrealized losses on available-for-sale
       securities                                           (6,078)               --                --            (6,078)
    Contribution to equity from related party for
       acquisitions                                             --                --                --               217
    Gains in connection with issuances of stock
       of affiliates and subsidiaries, net (note 10)            --                --                --               362
    Note receivable from related party                          --                --              (476)             (476)
    Utilization of net operating losses of
       Liberty by AT&T (note 9)                                 --                --                --               (38)
    Other transfers to related parties, net                     --                --               307                97
                                                             -----            ------              ----            ------
Balance at December 31, 2000                                  (397)              594              (142)           34,224
                                                             =====            ======              ====            ======

See accompanying notes to consolidated financial statements.
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   28
                   LIBERTY MEDIA CORPORATION AND SUBSIDIARIES
                           (subsidiary of AT&T Corp.)

                      CONSOLIDATED STATEMENTS OF CASH FLOWS

                                                                              New Liberty                       Old Liberty
                                                                     ----------------------------       ---------------------------
                                                                         Year         Ten months         Two months        Year
                                                                         ended           ended             ended           ended
                                                                     December 31,    December 31,       February 28,    December 31,
                                                                         2000            1999               1999           1998
                                                                     ------------    ------------       ------------   ------------
                                                                                              amounts in millions
                                                                                                   (note 4)

Cash flows from operating activities:
     Net earnings (loss)                                              $ 2,569            (1,975)              (70)           622
     Adjustments to reconcile net earnings (loss) to net cash
        provided (used) by operating activities:
        Depreciation and amortization                                     853               562                22            129
        Stock compensation                                               (950)            1,785               183            518
        Payments of stock compensation                                   (319)             (111)             (126)           (58)
        Share of losses of affiliates, net                              1,731               904                66          1,002
        Deferred income tax expense (benefit)                           2,325            (1,025)              212            546
        Intergroup tax allocation                                        (141)              (75)               (1)           (89)
        Cash payment from AT&T pursuant to tax sharing agreement          414                 1                --             --
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        Minority interests in losses of subsidiaries                      (62)              (92)               (4)           (13)
        Unrealized gains on financial instruments                         (70)               --                --             --
        Gains on issuance of equity by affiliates and
           subsidiaries                                                    --                --              (372)          (105)
        Gains on disposition of assets, net                            (7,339)               (4)              (14)        (2,449)
        Impairment of investments                                       1,476                --                --             --
        Noncash interest                                                 (138)              153                --             --
        Other noncash charges                                              --                 3                18             --
        Changes in operating assets and liabilities, net of the
           effect of acquisitions and dispositions:
               Receivables                                               (134)                7                33            (56)
               Prepaid expenses and program rights                       (121)             (119)              (23)           (65)
               Payables and other current liabilities                      87               119               (31)            44
                                                                      -------           -------           -------        -------
                 Net cash provided (used) by operating
                    activities                                            181               133              (107)            26
                                                                      -------           -------           -------        -------
Cash flows used by investing activities:
     Cash paid for acquisitions                                          (735)             (109)               --            (92)
     Capital expended for property and equipment                         (221)              (40)              (15)           (60)
     Investments in and loans to affiliates and others                 (3,372)           (2,596)              (51)        (1,404)
     Purchases of marketable securities                                  (848)           (7,757)               (3)            --
     Sales and maturities of marketable securities                      1,820             5,725                 9             --
     Cash proceeds from dispositions                                      456               130                43            423
     Other, net                                                            34               (11)              (62)            12
                                                                      -------           -------           -------        -------
        Ne
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