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LIBERTY MEDIA CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(UNAUDITED)
<Table>
<Caption>

SEPTEMBER 30, DECEMBER 31,
2006 2005



<S> <C> <C>
ASSETS
Current assets:
Cash and cash equivalents. ... ...ttt nnnnns $ 2,597 1,946
Trade and other receivables, Net.... .. iieeeeeneennn 1,188 1,106
INVENEOT Y, N . ittt ittt et ittt ettt eeetaeenanaeasenns 905 719
Program rights. ...ttt et e e e e e 559 599
Derivative instruments (note 10).......ciiiiiiiiiiinnnnnn 228 661
Other current assets...... ittt ittt nneenns 234 129
Total CUFFEeNt ASSEES . i vt ittt ittt ettt ettt eeeeeeeeeeeenns 5,711 5,160
Investments in available-for-sale securities and other cost
investments, including $1,877 million and $1,581 million
pledged as collateral for share borrowing arrangements
[ oo 20,262 18,497
Long-term derivative instruments (note 10)...........cvuo... 1,306 1,123
Investments in affiliates, accounted for using the equity
11T i o Y PR 1,825 1,908
Property and equipment, at COSt.......iiiiiiiiiniinnnennns 1,935 1,726
Accumulated depreciation. ...ttt e e e (665) (595)
1,270 1,131
Intangible assets not subject to amortization:
GOoOAWILll (NOLE 9) ittt ittt e et et et et ettt e e e et e 7,796 6,953
TrademMar K S .t ittt ittt it ettt ettt et e tseeeeeeeeeneeeeaeeenan 2,466 2,385
10,262 9,338
Intangible assets subject to amortization, net.............. 4,036 4,028
Other assets, at cost, net of accumulated amortization...... 950 767
oY o= T = =T o ol $45,622 41,952
</Table>
(continued)
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LIBERTY MEDIA CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS (CONTINUED)
(UNAUDITED)
<Table>
<Caption>
SEPTEMBER 30, DECEMBER 31,
2006 2005
AMOUNTS IN MILLIONS
<S> <C> <C>
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
ACCOUNES PAYVabD e . ittt ittt ittt e e e e e e e e $ 595 516
Accrued liabilitiesS. i i ittt i ittt ittt eeee et 1,145 1,150
Derivative instruments (note 10) ... . v i in e eennnnenns 1,880 1,939
Current portion of debt (note 11) ... ..t iiiiiiiennnnnns 19 1,379
Other current liabilities.........oiiiiiiiiiiiiiiininnnnnns 174 302
Total current 11abilitieS. i e ettt oe it e e eeeeeeenns 3,813 5,286
Long-term debt (note L11) ...ttt tneeeenneenenns 8,933 6,371
Long-term derivative instruments (note 10).........cvcvunn. 1,147 1,087
Deferred income tax 1iabilitieS..uu e et im e et eeeeeeennnnenns 9,669 8,728
Other liabilities.. ..ttt ittt ittt 1,386 1,070
Total liabilities.. ..ttt ittt 24,948 22,542
Minority interests in equity of subsidiaries................ 288 290
Stockholders' equity (note 12):
Preferred stock, $.01 par value. Authorized 50,000,000
shares; no shares issued.......ciiiiiiiiiii i, - -
Liberty Capital Series A common stock, $.01 par value.
Authorized 400,000,000 shares; issued and outstanding
134,449,589 shares at September 30, 2006.......000uvun.. 1 -=

Liberty Capital Series B common stock, $.01 par value.
Authorized 25,000,000 shares; issued and outstanding



6,019,685 shares at September 30, 2006.........000ucn.. -—
Liberty Interactive Series A common stock, $.01 par value.

Authorized 2,000,000,000 shares; issued and outstanding

632,915,513 shares at September 30, 2006.......c000uvv.n 6
Liberty Interactive Series B common stock, $.01 par value.

Authorized 125,000,000 shares; issued and outstanding

30,051,821 shares at September 30, 2006............0..... -
Series A common stock, $.01 par value. Issued and

outstanding 2,681,745,985 shares at December 31, 2005... -—
Series B common stock, $.01 par value. Issued 131,062,825

shares at December 31, 2005. ... .ttt eennneeeenennnnn -—

Additional paid-in-capital.....c.ii ittt 28,327
Accumulated other comprehensive earnings, net of taxes.... 4,815
Accumulated deficit. . vttt ittt ettt et ettt (12,763)

20,386

Series B common stock held in treasury, at cost
(10,000,000 shares at December 31, 2005).......c00uvuvvn.n -

Total stockholders' equUity....oee ittt ennn 20,386
Commitments and contingencies (note 13)
Total liabilities and stockholders' equity.............. $ 45,622

</Table>

See accompanying notes to condensed consolidated financial statements.

NINE MONTHS
ENDED
SEPTEMBER 30,

AMOUNTS IN MILLIONS,
EXCEPT PER SHARE AMOUNTS
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LIBERTY MEDIA CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)
<Table>
<Caption>
THREE MONTHS
ENDED
SEPTEMBER 30,
2006 2005
<S> <C> <C>
Revenue:
Net sales from electronic retailing..........c.oeiiuieinenn. $1,693 1,475
Communications and programming sServices...........eeeeueee.. 410 375
2,103 1,850
Operating costs and expenses:
Cost of sales--electronic retailing services.............. 1,063 942
[0 T ot w1 o Y 427 399
Selling, general and administrative, including stock-based
compensation (NOote 4) ...ttt ittt teeenneenenennees 215 168
Depreciation and amortization.......... ... 169 163
1,874 1,672
Operating 1nCome. .. v vttt ittt ettt e ettt et e 229 178
Other income (expense):
INterest EXPEN S . i ittt ittt ettt et ettt e nenesesenanaeesenns (177) (149
Dividend and interest income...........iiiiiiiiiiiiaiaan. 72 56
Share of earnings of affiliates, net....... ... . .. 3 4
Realized and unrealized gains (losses) on financial
instruments, net (Note 11) ...ttt iiittteeeeeeeennnnn (73) (332)
Gains (losses) on dispositions of assets, net............. 25 1
Nontemporary declines in fair value of investments........ (4) (68)
Other, net. ...t ittt e et ettt ettt aeeieieaeeen —-= (5)
(154) (493)
Earnings (loss) from continuing operations before income
taxes and minority interests........ it 75 (315)
Income tax benefit (EXPEeNSE) ...ttt ittt neennennnnn (9) 233
Minority interests in earnings of subsidiaries.............. (3) (5)
Earnings (loss) from continuing operations.............. 63 (87)
Earnings (loss) from discontinued operations, net of taxes
[ 0T o -= (7)

Cumulative effect of accounting change, net of taxes

<C> <C>

5,016 4,418
1,177 1,092
6,193 5,510
3,117 2,778
1,241 1,155
644 523
502 487
5,504 4,943
689 567
(485) (444)
169 121
32 15

96 148
352 (360)
(4) (68)

13 (35)
173 (623)
862 (56)
(245) 110
(13) (28)
604 26



[0 T o T N

Net earnings (LlOSS) cv v it ittt ittt ettt ettt e eee e

Net earnings (loss):

Liberty Series A and Series B common stock................
Liberty Capital common sStoCK........iuiiiiiiiinenennennns
Liberty Interactive common stock..........coiiiiiiiiininnn.

Basic and diluted earnings (loss) from continuing operations

per common share (note 5):

Liberty Series A and Series B common stock................
Liberty Capital common sStoCK........iuiiiiiiiinenennennns
Liberty Interactive common stock..........ciiiiiiiiiinnn..

Basic and diluted net earnings (loss) per common share
(note 5):

Liberty Series A and Series B common stock................
Liberty Capital common sStoCK........iuiiiiiiiinenennennns
Liberty Interactive common stock..........ciiiiiiiiiinnn..

</Table>

$ 63 (94) 515 53
$ - (94) 94 53

(51) - 218 -

114 -- 203 --
$ 63 (94) 515 53
$ - (.03) .06 .01
$ (.36) - 1.56 -
s .17 -- .30 --
$ - (.03) .03 02
$ (.36) - 1.56 -
s .17 -- .30 --

See accompanying notes to condensed consolidated financial statements.
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LIBERTY MEDIA CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE EARNINGS

(UNAUDITED)

<Table>
<Caption>

<S>

Net earnings (LOSS) c v vt ittt it ettt ettt et et eeeeaeeaeeannn

Other comprehensive earnings (loss), net of taxes:

Foreign currency translation adjustments................

Recognition of previously unrealized foreign currency

translation 1oSSES ...ttt ittt

Unrealized holding gains (losses) arising during the

ST oY

Recognition of previously unrealized losses (gains) on

available-for-sale securities, net.........ciiii...

Reclass unrealized gain on available-for-sale security

to equity method investment......... ..ot
Other comprehensive loss from discontinued operations...

Other comprehensive earnings (loSS) .....ciieiiiinnennnnn.

Comprehensive €arnings (LlOSS) « vttt in i teneeeeenneenenns

Comprehensive earnings (loss):

Liberty Series A and Series B common stock................
Liberty Capital common sStoCK........iuiiiiiiiinenennnnnnn
Liberty Interactive common stock..........ciiiiiiiiiinnnn.

</Table>

See accompanying notes to condensed consolidated financial

(LOSS)

THREE MONTHS
ENDED
SEPTEMBER 30,

NINE MONTHS
ENDED
SEPTEMBER 30,

2006 2005 2006 2005
AMOUNTS IN MILLIONS
<C> <C> <C> <C>
$ 63 (94) 515 53
(11) (10) 68 21
-- -= - 312
449 159 1,351 (1,149)
(10) 41 (25) (19)
-= (197) - (197)
-- -- -- (7)
428 (7) 1,394 (1,039)
$491 (101) 1,909 (986)
S - (101) 755 (986)
331 -= 1,025 -=
160 - 129 -
$491 (101) 1,909 (986)
statements.
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LIBERTY MEDIA CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)
<Table>
<Caption>

NINE MONTHS
ENDED



SEPTEMBER 30,

2006 2005
AMOUNTS
IN MILLIONS
(NOTE 6)
<S> <C> <C>
Cash flows from operating activities:
NEt CATNING S e vttt ittt ettt ettt et ettt ettt te e eeeeanennn S 515 53
Adjustments to reconcile net earnings to net cash provided
by operating activities:
Earnings from discontinued operations................... -— (27)
Cumulative effect of accounting change.................. 89 -=
Depreciation and amortization.............ciiiiiiiiinn. 502 487
Stock-based compensation........iiiiiiiiiiiiii it 49 32
Payments of stock-based compensation.................... (109) (96)
Noncash interest eXpPensSe. ... .ttt eneeettenenaeeens 81 75
Share of earnings of affiliates, net........... ... .. ... (32) (15)
Realized and unrealized gains on financial instruments,

9 (96) (148)
Losses (gains) on disposition of assets, net............ (352) 360
Nontemporary declines in fair value of investments...... 4 68
Minority interests in earnings of subsidiaries.......... 13 28
Deferred income tax benefit........uiiiiiiieeeeeeennnnn (99) (304)
Other noncash charges, net.......c.ii i iiiieennnnn 31 86
Changes in operating assets and liabilities, net of the

effects of acquisitions:

CULTENE S SEE S i ittt ittt ettt ettt ettt eeeeeeeaneeens (215) (107)
Payables and other current liabilities................ 266 103
Net cash provided by operating activities........... 647 595
Cash flows from investing activities:
Cash proceeds from dispositions............iiiiiiinenn.. 925 54
Premium proceeds from origination of derivatives.......... 58 437
Net proceeds from settlement of derivatives............... 330 318
Cash paid for acquisitions, net of cash acquired.......... (866) (5)
Capital expended for property and equipment............... (234) (158)
Net sales (purchases) of short term investments........... 12 (73)
Investments in and loans to cost and equity investees..... (178) -
Repurchases of subsidiary common stock..........c.oiiuun.. (317) (62)
Other investing activities, net........ ... -— (7)
Net cash provided (used) by investing activities.... (270) 504
Cash flows from financing activities:
Borrowings of debt. ...ttt ittt i et e 2,377 861
Repayments of debt.. ...ttt it et (1,383) (1,459)
Repurchases of Liberty common stock.............ciiiino.. (731) -
Other financing activities, net........ . ... -= 62
Net cash provided (used) by financing activities.... 263 (530)
Effect of foreign currency exchange rates on cash........... 11 (35)
Net cash provided to discontinued operations (revised, see
note 6):
Cash provided by operating activities...............ooi... -= 31
Cash used by investing activities......... oo, - (47)
Cash provided by financing activities...............o.o... -= -=
Change in available cash held by discontinued
[0 ST o= o o o = -— (190)
Net cash provided to discontinued operations........ -— (200)
Net increase in cash and cash equivalents........... 651 322
Cash and cash equivalents at beginning of period.... 1,946 1,387
Cash and cash equivalents at end of period.......... $ 2,597 1,709

</Table>
See accompanying notes to condensed consolidated financial statements.
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LIBERTY MEDIA CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

(UNAUDITED)

NINE MONTHS ENDED SEPTEMBER 30, 2006
<Table>



<Caption>
COMMON STOCK

LIBERTY
LIBERTY CAPITAL INTERACTIVE
ADDITIONAL
PREFERRED e
PAID-IN
STOCK SERIES A SERIES B SERIES A SERIES B SERIES A SERIES B
CAPITAL

AMOUNTS IN MILLIONS
<S> <C> <C> <C> <C> <C> <C> <C>
<C>
Balance at January 1, 2006...... $ -= 27 1 -- - - -
29,074
Net earnings...........ovvuen. -- -— - - - - _—
Other comprehensive
earnings.......oiiiiiiiien - -— - - —— - _—
Issuance of common stock upon
exercise of stock options... - - - - - - _—

Retirement of treasury

(125)

Distribution of Liberty
Capital and Liberty
Interactive common stock to
stockholders (notes 1 and

20
Issuance of Liberty
Interactive Series A common
stock for acquisition....... - -= - - -= -= -=
36
Liberty Interactive Series A
stock repurchases........... -= -— —-= —-= -= (1) —-—
(730)
Stock compensation............ -= - -= -= -= - -
51

Balance at September 30, 2006... $ -= -- -- 1 -- 6 --
28,327

<Caption>

ACCUMULATED
OTHER TOTAL
COMPREHENSIVE ACCUMULATED TREASURY STOCKHOLDERS'
EARNINGS DEFICIT STOCK EQUITY
AMOUNTS IN MILLIONS
<S> <C> <C> <C> <C>
Balance at January 1, 2006...... 3,421 (13,278) (125) 19,120
Net earnings........ccovvuvueon.. - 515 - 515
Other comprehensive
CarnNingsS. . vve ettt 1,394 -= -= 1,394
Issuance of common stock upon
exercise of stock options... - - - 4
Retirement of treasury

Distribution of Liberty

Capital and Liberty

Interactive common stock to

stockholders (notes 1 and

2 -= -= -= -=
Issuance of Liberty

Interactive Series A common

stock for acquisition....... - - - 36
Liberty Interactive Series A

Balance at September 30, 2006... 4,815 (12,763) -= 20,386



</Table>
See accompanying notes to condensed consolidated financial statements.
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LIBERTY MEDIA CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2006
(UNAUDITED)
(1) BASIS OF PRESENTATION

On May 9, 2006, Liberty Media Corporation (formerly known as Liberty Media
Holding Corporation, "Liberty" or the "Company") completed the previously
announced restructuring (the "Restructuring") pursuant to which the Company was
organized as a new holding company. In the Restructuring, Liberty became the new
publicly traded parent company of Liberty Media LLC (formerly known as Liberty
Media Corporation, "Old Liberty"). In the Restructuring, each holder of 0ld
Liberty's common stock received for each share of 0ld Liberty's Series A common
stock held immediately prior to the Merger, 0.25 of a share of the Company's
Liberty Interactive Series A common stock and 0.05 of a share of the Company's
Liberty Capital Series A common stock, and for each share of 0ld Liberty's
Series B common stock held immediately prior to the Merger, 0.25 of a share of
the Company's Liberty Interactive Series B common stock and 0.05 of a share of
the Company's Liberty Capital Series B common stock, in each case, with cash in
lieu of any fractional shares. Liberty is the successor reporting company to 0Old
Liberty.

The accompanying condensed consolidated financial statements include the
accounts of Liberty and its controlled subsidiaries. All significant
intercompany accounts and transactions have been eliminated in consolidation.

Liberty is a holding company which, through its ownership of interests in
subsidiaries and other companies, is primarily engaged in the video and on-line
commerce, media, communications and entertainment industries in the United
States, Europe and Asia.

The accompanying interim unaudited condensed consolidated financial
statements have been prepared in accordance with U.S. generally accepted
accounting principles ("GAAP") for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X as promulgated by the
Securities and Exchange Commission. Accordingly, they do not include all of the
information and footnotes required by GAAP for complete financial statements. In
the opinion of management, all adjustments (consisting of normal recurring
accruals) considered necessary for a fair presentation of the results for such
periods have been included. The results of operations for any interim period are
not necessarily indicative of results for the full year. These condensed
consolidated financial statements should be read in conjunction with the
consolidated financial statements and notes thereto contained in the Annual
Report on Form 10-K for the year ended December 31, 2005 filed by 0ld Liberty.

The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the reporting period. Actual results
could differ from those estimates. Liberty considers (i) the estimate of the
fair value of its long-lived assets (including goodwill) and any resulting
impairment charges, (ii) its accounting for income taxes, (iii) the fair value
of its derivative instruments, (iv) its assessment of other-than-temporary
declines in fair value of its investments and (v) electronic retailing reserves
to be its most significant estimates.

Liberty holds investments that are accounted for using the equity method.
Liberty does not control the decision making process or business management
practices of these affiliates. Accordingly, Liberty relies on management of
these affiliates to provide it with accurate financial information prepared in
accordance with GAAP that Liberty uses in the application of the equity method.
In addition, Liberty
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LIBERTY MEDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
SEPTEMBER 30, 2006

(UNAUDITED)

relies on audit reports that are provided by the affiliates' independent
auditors on the financial statements of such affiliates. The Company is not



aware, however, of any errors in or possible misstatements of the financial
information provided by its equity affiliates that would have a material effect
on Liberty's condensed consolidated financial statements.

Certain prior period amounts have been reclassified for comparability with
the 2006 presentation.

(2) TRACKING STOCKS

On May 9, 2006, the stockholders of 0ld Liberty approved five related
proposals which allowed 0ld Liberty to restructure its company and
capitalization. As a result of the Restructuring, all of the 0ld Liberty
outstanding common stock was exchanged for two new tracking stocks, Liberty
Interactive common stock and Liberty Capital common stock issued by Liberty, a
newly formed holding company. Each tracking stock issued in the Restructuring is
intended to track and reflect the economic performance of one of two newly
designated groups, the Interactive Group and the Capital Group, respectively.

Tracking stock is a type of common stock that the issuing company intends to
reflect or "track" the economic performance of a particular business or "group,"
rather than the economic performance of the company as a whole. While the
Interactive Group and the Capital Group have separate collections of businesses,
assets and liabilities attributed to them, neither group is a separate legal
entity and therefore cannot own assets, issue securities or enter into legally
binding agreements. Holders of tracking stocks have no direct claim to the
group's stock or assets and are not represented by separate boards of directors.
Instead, holders of tracking stock are stockholders of the parent corporation,
with a single board of directors and subject to all of the risks and liabilities
of the parent corporation.

The term "Interactive Group" does not represent a separate legal entity,
rather it represents those businesses, assets and liabilities which Liberty has
attributed to that group. The assets and businesses Liberty has attributed to
the Interactive Group are those engaged in video and on-line commerce, and
include its interests in QVC, Inc. ("QVC"), Provide Commerce, Inc. ("Provide"),
BuySeasons, Inc. ("BuySeasons"), Expedia, Inc. and IAC/InterActiveCorp, and
hereafter will include such other businesses, assets and liabilities that
Liberty's board of directors may in the future determine to attribute to the
Interactive Group, including such other businesses and assets as Liberty may
acquire for the Interactive Group. In addition, Liberty has attributed
$3,108 million principal amount (as of September 30, 2006) of its existing
publicly-traded debt to the Interactive Group.

The term "Capital Group" also does not represent a separate legal entity,
rather it represents all of Liberty's businesses, assets and liabilities other
than those which have been attributed to the Interactive Group. The assets and
businesses attributed to the Capital Group include Liberty's subsidiaries: Starz
Entertainment, LLC (formerly known as Starz Entertainment Group LLC) ("Starz
Entertainment"), Starz Media, LLC (formerly known as IDT Entertainment, Inc.)
("Starz Media"), TruePosition, Inc. ("TruePosition"), FUN Technologies, Inc.
("FUN"), On Command Corporation ("On Command") and OpenTV Corp. ("OpenTV"); its
equity affiliates: GSN, LLC and WildBlue Communications, Inc.; and its interests
in News Corporation, Time Warner Inc. and Sprint Nextel Corporation, and
hereafter will include such other businesses, assets and liabilities that
Liberty's board of directors may in the future determine to attribute to the
Capital Group, including such other businesses and assets as Liberty may acquire
for the Capital Group. In addition, Liberty has attributed
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(UNAUDITED)

$4,580 million principal amount (as of September 30, 2006) of its existing
publicly traded debt to the Capital Group.

See Exhibit 99.1 to this Quarterly Report on Form 10-Q for attributed
financial information for Liberty's tracking stock groups.

(3) RECENT ACCOUNTING PRONOUNCEMENTS
In February 2006, the Financial Accounting Standards Board ("FASB") issued

Statement of Financial Accounting Standards No. 155, "ACCOUNTING FOR CERTAIN
HYBRID FINANCIAL INSTRUMENTS, AN AMENDMENT OF FASB STATEMENTS NO. 133 AND 140"

("Statement No. 155"). Statement No. 155, among other things, amends Statement
of Financial Accounting Standards No. 133, "ACCOUNTING FOR DERIVATIVE
INSTRUMENTS" ("Statement No. 133"), and permits fair value remeasurement of

hybrid financial instruments that contain an embedded derivative that otherwise
would require bifurcation. Statement No. 155 is effective after the beginning of
an entity's first fiscal year that begins after September 15, 2006. Under



Statement No. 155, the Company may elect to account for its senior exchangeable
debentures at fair value rather than bifurcating such debentures into a debt
instrument and a derivative instrument as required by Statement No. 133. The
Company is evaluating the impact of Statement No. 155 on its financial
statements and has not yet made a determination as to what election it will make
with respect to the accounting for its senior exchangeable derivatives.

In June 2006, the FASB issued FASB Interpretation No. 48, "ACCOUNTING FOR
UNCERTAINTY IN INCOME TAXES, AN INTERPRETATION OF FASB STATEMENT NO. 109"
("FIN 48"). FIN 48 clarifies the accounting for uncertainty in income taxes
recognized in a company's financial statements, and prescribes a recognition
threshold and measurement attribute for the financial statement recognition and
measurement of a tax position taken or expected to be taken in a tax return.
FIN 48 is effective for fiscal years beginning after December 15, 2006. While
the Company has not completed its evaluation of the impact of FIN 48 on its
financial statements, it believes that the application of FIN 48 will result in
the derecognition of certain tax liabilities currently reflected in the
Company's consolidated balance sheet with a corresponding decrease to the
Company's accumulated deficit. The Company is unable to quantify the amount of
these adjustments at this time.

(4) STOCK-BASED COMPENSATION

The Company has granted to certain of its employees options, stock
appreciation rights ("SARs") and options with tandem SARs (collectively,
"Awards") to purchase shares of Liberty Capital Series A and Series B common
stock and Liberty Interactive Series A and Series B common stock. The Awards
generally vest over a 4-5 year period and expire 7-10 years from the date of
grant. Upon exercise of Awards that are settled in common stock, Liberty issues
new shares from its authorized, but unissued shares. QVC has granted combination
stock options/SARS ("QVC Awards") to certain of its employees. If the employee
elected the SAR feature, the participant received 75% of the wvalue of the QVC
Award. The QVC Awards vested over 4-5 years and expired 10 years from the date
of grant. As further described below, in the third quarter of 2006, the QVC
Awards were exchanged for cash or other stock-based compensation Awards.
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SEPTEMBER 30, 2006
(UNAUDITED)
STATEMENT 123R

In December 2004, the FASB issued Statement of Financial Accounting
Standards No. 123 (revised 2004), "SHARE-BASED PAYMENTS" ("Statement 123R").
Statement 123R, which is a revision of Statement of Financial Accounting
Standards No. 123, "ACCOUNTING FOR STOCK-BASED COMPENSATION" ("Statement 123"
and supersedes Accounting Principles Board Opinion No. 25, "ACCOUNTING FOR STOCK
ISSUED TO EMPLOYEES" ("APB Opinion No. 25"), establishes standards for the
accounting for transactions in which an entity exchanges its equity instruments
for goods or services, primarily focusing on transactions in which an entity
obtains employee services. Statement 123R generally requires companies to
measure the cost of employee services received in exchange for an award of
equity instruments (such as stock options and restricted stock) based on the
grant-date fair value of the award, and to recognize that cost over the period
during which the employee is required to provide service (usually the vesting
period of the award). Statement 123R also requires companies to measure the cost
of employee services received in exchange for an award of liability instruments
(such as stock appreciation rights that will be settled in cash) based on the
current fair value of the award, and to remeasure the fair value of the award at
each reporting date.

The provisions of Statement 123R allow companies to adopt the standard using
the modified prospective method or to restate all periods for which
Statement 123 was effective. Liberty has adopted Statement 123R using the
modified prospective method, and will continue to include in its financial
statements for periods that begin after December 31, 2005 pro forma information
as though the standard had been adopted for all periods presented.

The Company adopted Statement 123R effective January 1, 2006. In connection
with such adoption, the Company recorded an $89 million transition adjustment,
net of related income taxes. Under Statement 123R, the QVC Awards were required
to be bifurcated into a liability award and an equity award. Previously, under
APB Opinion No. 25, no liability was recorded. The transition adjustment
primarily represents the fair value of the liability portion of the QVC Awards
at January 1, 2006. The transition adjustment is reflected in the accompanying
condensed consolidated statement of operations as the cumulative effect of
accounting change. Also, in connection with the adoption of Statement 123R, the
Company has eliminated its unearned compensation balance as of December 31, 2005
of $24 million against additional paid-in capital. Compensation expense related



to restricted shares granted to certain officers and employees of the Company
continues to be recorded as such stock vests.

The Company has calculated the grant-date fair value for all of its equity
classified awards and any subsequent remeasurement of its liability classified
awards using the Black-Scholes Model. The Company has calculated the expected
term of the Awards using the methodology included in SEC Staff Accounting
Bulletin No. 107. The volatility used in the calculation is based on the implied
volatility of publicly traded Liberty options with a similar term (generally
20%-21%) . The Company uses the risk-free rate for Treasury Bonds with a term
similar to that of the subject options. Historically, the QVC Awards were also
valued using the Black-Scholes Model. The volatility used in the calculation was
based on a benchmark study of the volatility of public companies similar to QVC
of 42%.
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Included in selling, general and administrative expenses in the accompanying

condensed consolidated statements of operations are the following amounts of
stock-based compensation (amounts in millions):

<Table>
<S> <C>
Three months ended:
September 30, 2006. . .ttt ittt e e S (4)
September 30, 2005 . ..ttt ittt e e e e e e e $15

Nine months ended:

September 30, 2006. . .ttt ittt e e $49
September 30, 2005. ..ttt ittt e e e e e e e $32
</Table>

As of September 30, 2006, the total compensation cost related to unvested
Liberty equity awards was approximately $65 million. Such amount will be
recognized in the Company's consolidated statements of operations over a
weighted average period of approximately 2 years.

LIBERTY AWARDS

Subsequent to the Restructuring, Liberty granted 9,455,922 options to
purchase Series A Interactive Group stock to officers and employees of certain
of its subsidiaries. Such options had an estimated grant-date fair value of
$4.88 per share. Prior to the Restructuring, Liberty granted 2,623,275 options
to purchase shares of 0ld Liberty Series A common stock to certain of its
officers, employees and directors. Such options had an estimated grant-date fair
value of $2.28 per share. During the nine months ended September 30, 2005,
Liberty granted 3,689,250 0ld Liberty Series A options and 1,800,000 Old Liberty
Series B options to certain of its officers, employees and directors. Such
options had an estimated weighted-average grant-date fair value of $2.34 per
share and $3.43 per share, respectively.

The following tables present the number and weighted average exercise price
("WAEP") of certain options, SARs and options with tandem SARs to purchase
Liberty common stock granted to certain officers, employees and directors of the
Company .

<Table>
<Caption>
LIBERTY LIBERTY
SERIES A SERIES B
COMMON STOCK WAEP COMMON STOCK WAEP
NUMBERS OF OPTIONS IN THOUSANDS
<S> <C> <C> <C> <C>
Outstanding at January 1, 2006......cccieienenennn.n 51,729 $ 9.23 29,965 $10.92
[ =0 ol =Y IS 2,623 $ 8.28 -
S ol B 1= =Y NS (6,659) $ 0.73 -
CanCeled. t vttt it e e e e e e e e e e (117) $18.69 --
Converted to Liberty Capital and Liberty
Interactive. i vttt ittt ittt e (47,576) $10.34 (29,965) $10.92

Outstanding at September 30, 2006......cc0vviune.. - -

</Table>
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<Table>
<Caption>
LIBERTY LIBERTY
CAPITAL CAPITAL
SERIES A SERIES B
COMMON STOCK WAEP COMMON STOCK WAEP

NUMBERS OF OPTIONS IN THOUSANDS
<S> <C> <C> <C> <C>
Outstanding at January 1, 2006......000eiivnnnn. -= -
Converted from Liberty Series A and

S e T = T 2,378 $ 94.62 1,498 $101.37
Granted. i vttt i i e e et e i e -= -=
EXerCIsed. ittt ittt e e e e e e (22) $ 48.13 -=
(O o Y731 =Y S (8) $382.11 ——
Outstanding at September 30, 2006.........c0cuc... 2,348 $ 93.50 1,498 $101.37
Exercisable at September 30, 2006........c0cuo... 1,658 $100.48 1,438 $102.03
</Table>
<Table>
<Caption>
LIBERTY LIBERTY
INTERACTIVE INTERACTIVE
SERIES A SERIES B
COMMON STOCK WAEP COMMON STOCK WAEP

NUMBERS OF OPTIONS IN THOUSANDS

<S> <C> <C> <C> <C>
Outstanding at January 1, 2006......c0iitiennnnnens -= -

Converted from Liberty Series A and Series B..... 11,889 $21.48 7,491 $23.41

[ = o ol =Y IS 9,456 $17.77 -

S ol e 1= =Y NS (107) $10.97 -

CanCeled. t vttt it et e e e e e e e e e (40) $86.66 --
Outstanding at September 30, 2006.....c0uveeeneenn. 21,198 $19.68 7,491 $23.41
Exercisable at September 30, 2006......c0iiviune.. 8,294 $22.80 7,191 $23.56
</Table>

The aggregate intrinsic value of all options exercised during the nine
months ended September 30, 2006 and 2005 was $51 million and $107 million,
respectively.

The following table provides additional information about outstanding
options to purchase Liberty Capital Series A common stock at September 30, 2006.

<Table>
<Caption>
WEIGHTED
NO. OF WAEP OF AVERAGE AGGREGATE NO. OF WAEP OF
AGGREGATE
OUTSTANDING RANGE OF OUTSTANDING REMAINING INTRINSIC EXERCISABLE EXERCISABLE
INTRINSIC
OPTIONS EXERCISE PRICES OPTIONS LIFE VALUE OPTIONS OPTIONS
VALUE
(000'S) (000'S) (000'S)
(000'S)
<S> <C> <C> <C> <C> <C> <C>
<C>
15 $24.00-$35.00 $ 27.94 0.7 years $ 823 15 $ 27.94
$ 823
1,164 $35.00-$85.00 $ 76.55 6.3 years 8,171 474 $ 76.29
3,453
1,136 $85.00-5115.00 $100.70 4.3 years - 1,136 $100.70
33 >$300.00 $467.84 4.5 years - 33 $467.84
2,348 $8,994 1,658



</Table>
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The following table provides additional information about outstanding

options to purchase Liberty Interactive Series A common stock at September 30,
2006.

<Table>
<Caption>
WEIGHTED
NO. OF WAEP OF AVERAGE AGGREGATE NO. OF WAEP OF
AGGREGATE
OUTSTANDING RANGE OF OUTSTANDING REMAINING INTRINSIC EXERCISABLE EXERCISABLE
INTRINSIC
OPTIONS EXERCISE PRICES OPTIONS LIFE VALUE OPTIONS OPTIONS
VALUE
(000'S) (000'S) (000'S)
(000'S)
<S> <C> <C> <C> <C> <C> <C>
<C>
76 $4.00-510.00 $ 6.30 0.7 years $ 1,063 76 $ 6.30
$1,063
15,407 $10.00-$20.00 S 17.64 6.6 years 42,282 2,503 $ 17.43
7,393
5,548 $20.00-526.00 $ 22.94 4.3 years -= 5,548 $ 22.94
167 >$65.00 $106.21 4.5 years -= 167 $106.21
21,198 $43,345 8,294
$8,456
</Table>
The following table presents the number and weighted average grant-date fair
value ("WAFV") of unvested restricted shares of Liberty common stock held by
certain officers and employees of the Company.
<Table>
<Caption>
LIBERTY LIBERTY
CAPITAL INTERACTIVE
SERIES A SERIES A
COMMON STOCK WAFV COMMON STOCK WAFV
NUMBERS OF SHARES IN THOUSANDS
<S> <C> <C> <C> <C>
Outstanding at September 30, 2006.......c.cvuienen.. 129 $87.97 648 $22.55
</Table>

The aggregate fair value of all restricted shares of Liberty common stock
that vested during the nine months ended September 30, 2006 and 2005 aggregated
$30.4 million and $29.8 million, respectively.

QVC AWARDS

On August 14, 2006, QVC offered to exchange Liberty Interactive Share Units,
as defined below, for all outstanding unvested QVC Awards as of September 30,
2006 (the "Exchange Offer"). At the time of the Exchange Offer, there were
150,234 outstanding options to purchase QVC common stock. Of those outstanding
options, 70,168 were vested and exercisable and 80,066 were unvested. Each
holder of unvested QVC options who accepted the Exchange Offer received Liberty
Interactive Share Units in an amount equal to the in-the-money value of the
exchanged QVC options divided by the closing market price of Liberty Interactive
Series A common stock on the trading day preceding commencement of the Exchange
Offer. Liberty Interactive Share Units vest on the same vesting schedule as the
unvested QVC Awards and represent the right to receive a cash payment equal to
the value of Liberty Interactive common stock on the vesting date. All unvested
QVC Awards were exchanged for approximately 2,348,000 Liberty Interactive Share



Units. Liberty accounted for the Exchange Offer as a settlement of the
outstanding unvested QVC Awards. The difference between the fair value of the
Liberty Interactive Share Units and the fair value of unvested QVC Awards has
been reflected as a reduction to stock-based compensation in the accompanying
condensed consolidated statement of operations.
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Also on August 14, 2006, a subsidiary of Liberty offered to purchase for
cash all outstanding shares of QVC common stock owned by officers and employees
of QVC and all vested QVC Awards (the "Tender Offer"). Officers and employees of
QVC owned 54,973 shares or 1.09% of QVC common stock at the time of the Tender
Offer. The Exchange Offer and the Tender Offer both expired on September 30,
2006. All vested QVC Awards and 49,575 outstanding shares of QVC common stock
were tendered as of September 30, 2006 resulting in cash payments aggregating
approximately $258 million. The remaining 5,398 shares of QVC common stock were
redeemed subsequent to September 30, 2006 for additional aggregate cash payments
of approximately $17 million. Liberty accounted for the cash paid for
outstanding shares of QVC common stock as the acquisition of a minority
interest. The difference between the cash paid and the carrying value of the
minority interest was allocated to intangible assets using a purchase accounting
model. The cash paid for vested options exceeded the carrying value of the
related liability. Such excess has been reflected as a reduction to stock-based
compensation in the accompanying condensed statement of operations. The
aggregate credit to stock-based compensation for the Exchange Offer and the
Tender Offer was $24 million. Subsequent to the completion of the foregoing
transactions, Liberty owns 100% of the equity of QVC.

PRO FORMA DISCLOSURE

Prior to adoption of Statement 123R, the Company accounted for compensation
expense related to its Awards pursuant to the recognition and measurement
provisions of APB Opinion No. 25. All of the Company's Awards were accounted for
as variable plan awards, and compensation was recognized based upon the
percentage of the options that were vested and the intrinsic value of the
options at the balance sheet date. The Company accounted for QVC stock options
using fixed-plan accounting. The following table illustrates the effect on
earnings from continuing operations and earnings per share for the three and
nine months ended September 30, 2005 as if the Company had applied the fair
value recognition provisions of Statement 123 to its options. Compensation
expense for SARs and options with tandem SARs was the same under APB Opinion
No. 25 and Statement 123. Accordingly, no pro forma adjustment for such Awards
is included in the following table.

<Table>
<Caption>
THREE MONTHS NINE MONTHS
ENDED ENDED
SEPTEMBER 30, SEPTEMBER 30,
2005 2005
AMOUNTS IN MILLIONS, EXCEPT PER
SHARE AMOUNTS
<S> <C> <C>
Earnings (loss) from continuing operations.................. S (87) 26
Add stock-based compensation as determined under the
intrinsic value method, net of taxes........ouuiieennn.. 1 3
Deduct stock-based compensation as determined under the
fair value method, net of taxXes.....iiiiiiiieeenneennn (29) (46)
Pro forma loss from continuing operations................... $S(115) (17)

Basic and diluted earnings (loss) from continuing operations
per share:

F NI oY oo ot =Y PN $S(.03) .01
ey o T e T I $(.04) (.01)
</Table>
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(5) EARNINGS (LOSS) PER COMMON SHARE
LIBERTY SERIES A AND SERIES B COMMON STOCK

Basic earnings (loss) per common share ("EPS") is computed by dividing net
earnings (loss) by the weighted average number of common shares outstanding for
the period. Diluted EPS presents the dilutive effect on a per share basis of
potential common shares as if they had been converted at the beginning of the
periods presented.

The basic EPS calculation is based on 2,803 million weighted average
outstanding shares of Liberty common stock for the period from January 1, 2006
to May 10, 2006, and 2,796 million and 2,795 million weighted average shares
outstanding for the three and nine months ended September 30, 2005,
respectively. The diluted EPS calculation for the period from January 1, 2006 to
May 10, 2006 and for the nine months ended September 30, 2005 includes
5 million and 12 million dilutive securities, respectively. However, due to the
relative insignificance of these dilutive securities, their inclusion does not
impact the EPS amount as reported in the accompanying condensed consolidated
statements of operations.

The cumulative effect of accounting change per common share for the period
from January 1, 2006 to May 10, 2006 was a loss of $0.03.

Earnings (loss) from discontinued operations per common share for the three
months ended September 30, 2005 was less than $.01 and was $.01 for the
nine-month period.

LIBERTY CAPITAL COMMON STOCK

Liberty Capital EPS for the three months ended September 30, 2006 and for
the period from the Restructuring to September 30, 2006 was computed by dividing
the net earnings attributable to the Capital Group by the weighted average
outstanding shares of Liberty Capital common stock for the respective period
(140 million and 140 million, respectively). Due to the relative insignificance
of the dilutive securities for such periods, their inclusion does not impact the
EPS amounts. Excluded from diluted EPS for the period from the Restructuring to
September 30, 2006 are approximately 3 million potential common shares because
their inclusion would be anti-dilutive.

LIBERTY INTERACTIVE COMMON STOCK

Liberty Interactive EPS for the three months ended September 30, 2006 and
for the period from the Restructuring to September 30, 2006 was computed by
dividing the net earnings attributable to the Interactive Group by the weighted
average outstanding shares of Liberty Interactive common stock for the
respective period (671 million and 679 million, respectively). Due to the
relative insignificance of the dilutive securities for such periods, their
inclusion does not impact the EPS amounts. Excluded from diluted EPS for the
period from the Restructuring to September 30, 2006 are approximately
15 million potential common shares because their inclusion would be
anti-dilutive.
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(6) SUPPLEMENTAL DISCLOSURES TO STATEMENTS OF CASH FLOWS
CASH PROVIDED TO DISCONTINUED OPERATIONS

Liberty has revised its 2005 statement of cash flows to separately disclose
the operating, investing and financing portions of the cash flows attributable
to discontinued operations. The Company previously had reported these amounts on
a combined basis.

CASH PAID FOR ACQUISITIONS

<Table>
<Caption>
NINE MONTHS
ENDED
SEPTEMBER 30,

AMOUNTS
IN MILLIONS



<S> <C> <C>
Cash paid for acquisitions:

Fair value of assets acquired...........iiiiiiiiiinennnnn. $1,499 18
Net liabilities assumed........ouiiuiiiiiiniininnenneeneens (239) -=
Deferred tax 1iabilifiesS ..o i e ettt eeenneeenas (52) -—
Minority dnterest ...ttt ittt it (71) (13)
Exchange of cost investment...........iiiiiiiiiiinnennns (235) -—
Issuance Of eqUity .. v i it ittt ittt it ettt i i eeeaeennn (36) -=

Cash paid for acquisitions, net of cash acquired........ $ 866 5

</Table>

(7) DISCONTINUED OPERATIONS
SPIN OFF OF DISCOVERY HOLDING COMPANY ("DHC")

On July 21, 2005, Liberty completed the spin-off (the "DHC Spin Off") of a
newly formed subsidiary, Discovery Holding Company. DHC's assets were comprised
of Liberty's 100% ownership interest in Ascent Media Group, LLC ("Ascent
Media"), Liberty's 50% ownership interest in Discovery Communications, Inc.
("Discovery") and $200 million in cash. In connection with the DHC Spin Off,
holders of Liberty common stock on July 15, 2005 received 0.10 of a share of DHC
Series A common stock for each share of Liberty Series A common stock owned and
0.10 of a share of DHC Series B common stock for each share of Liberty Series B
common stock owned. Upon completion of this transaction, DHC became a separate
publicly traded company. This transaction has been accounted for at historical
cost due to the pro rata nature of the distribution.

The condensed consolidated financial statements and accompanying notes of
Liberty have been prepared to reflect DHC as a discontinued operation.
Accordingly, the assets and liabilities, revenue, costs and expenses, and cash
flows of DHC have been excluded from the respective captions in the accompanying
condensed consolidated balance sheets, statements of operations, statements of
comprehensive earnings (loss) and statements of cash flows and have been
reported under the heading of discontinued operations in such condensed
consolidated financial statements.
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Certain income statement components of DHC, which are included in the

determination of earnings from discontinued operations for the nine months ended
September 30, 2005, are as follows (amounts in millions):

<Table>
<S> <C>
REVEIMUE . 4 v et et et e et e e e et eeee oo ettt ettt eeeeeenns $390
Earnings before INnCOomMe LaAXES..u . i ew e et eeeeeeeeeenenenennns $ 36
</Table>

Certain asset and liability amounts included in the spin off of DHC on
July 21, 2005 are as follows (amounts in millions):

<Table>

<S> <C>
INvesStment 1N DiSCOVETr Y. v vt vttt ittt et ettt teteeeeeeeeeennn S 2,982
{70 Y 12 S 2,135
Deferred tax liabilities. ...ttt iennnnennns $(1,060)
</Table>

PROPOSED SALE OF OPENTV

Subsequent to September 30, 2006, Liberty entered into a stock purchase
agreement to sell its controlling interest in OpenTV to an unrelated third party
for aggregate cash consideration of approximately $113 million (net of a
$20 million payment to OpenTV). Liberty will report OpenTV as discontinued
operations beginning in the fourth quarter of 2006.
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(8) INVESTMENTS IN AVAILABLE-FOR-SALE SECURITIES AND OTHER COST INVESTMENTS

Investments in available-for-sale securities and other cost investments are
summarized as follows:

<Table>
<Caption>
SEPTEMBER 30, DECEMBER 31,
2006 2005
AMOUNTS IN MILLIONS
<S> <C> <C>
Interactive Group
IAC/InterActiveCorp ("IAC") v it it ittt it eeeennn $ 1,991 1,960
Other available-for-sale equity securities........ - 124
Total attributed Interactive Group.............. 1,991 2,084

Capital Group

News Corporation. ...t e et it e eteneeenenneenns 10,259 8,171
Time Warner INcC. (1) ..uu ittt enneenenn 3,121 2,985
Sprint Nextel Corporation(2)...........cciuieiuenn. 1,499 2,162
MOLOTY0la, TNC. (3) t it imee et etteeeeeeeeeenneeeens 1,850 1,672
Other available-for-sale equity securities(4)..... 1,114 964
Other available-for-sale debt securities(5)....... 427 389
Other cost investments and related receivables.... 34 79
Total attributed Capital Group............coee... 18,304 16,422
Consolidated Liberty.....oouiiiininennennn. 20,295 18,506
Less short-term investments................... (33) (9)
$20,262 18,497

</Table>

(1) Includes $165 million and $158 million of shares pledged as collateral for
share borrowing arrangements at September 30, 2006 and December 31, 2005,
respectively.

(2) Includes $155 million and $94 million of shares pledged as collateral for
share borrowing arrangements at September 30, 2006 and December 31, 2005,
respectively.

(3) Includes $1,298 million and $1,173 million of shares pledged as collateral
for share borrowing arrangements at September 30, 2006 and December 31,
2005, respectively.

(4) Includes $259 million and $156 million of shares pledged as collateral for
share borrowing arrangements at September 30, 2006 and December 31, 2005,
respectively.

(5) At September 30, 2006, other available-for-sale debt securities include
$386 million of investments in third-party marketable debt securities held
by Liberty parent and $41 million of such securities held by subsidiaries of
Liberty. At December 31, 2005, such investments aggregated $371 million and
$18 million, respectively.
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UNREALIZED HOLDING GAINS AND LOSSES

Unrealized holding gains and losses related to investments in
available-for-sale securities are summarized below.

<Table>
<Caption>
SEPTEMBER 30, 2006 DECEMBER 31, 2005
EQUITY DEBT EQUITY DEBT
SECURITIES SECURITIES SECURITIES SECURITIES
AMOUNTS IN MILLIONS
<S> <C> <C> <C> <C>



Gross unrealized holding gains.......... $7,613 -- 5,459
Gross unrealized holding losses......... S (24) -= (27)
</Table>

The aggregate fair value of securities with unrealized holding losses at
September 30, 2006 was $289 million. None of these securities had unrealized
losses for more than 12 continuous months.

(9) INTANGIBLE ASSETS

GOODWILL

Changes in the carrying amount of goodwill for the nine months ended
September 30, 2006 are as follows:

<Table>
<Caption>
STARZ
QVC ENTERTAINMENT OTHER
AMOUNTS IN MILLIONS
<S> <C> <C> <C>
Balance at January 1, 2006.........000... $4,057 1,383 1,513
Acquisitions (1) cveweee it nnneeeenennns 4 - 849
DispoSition(2) « v i i it -— - (124)
Foreign currency translation........... 38 -- --
OLRET (3) 4 it it et et et e e e e et e e 87 (12) 1
Balance at September 30, 2006............ $4,186 1,371 2,239
</Table>

(1) During the nine months ended September 30, 2006, Liberty and its
subsidiaries completed several acquisitions, including the acquisition of
controlling interests in Provide, FUN, BuySeasons and IDT
Entertainment, Inc., for aggregate cash consideration of $866 million, net
of cash acquired. In connection with these acquisitions, Liberty recorded
goodwill of $853 million which represents the difference between the

consideration paid and the estimated fair value of the assets acquired. Such

goodwill is subject to adjustment pending completion of the Company's
purchase price allocation process.

(2) During the second quarter of 2006, the Company sold its 50% interest in
Courtroom Television Network, LLC ("Court TV"). In connection with such
sale, the Company relieved $124 million of enterprise-level goodwill that
had been allocated to the Court TV investment.

(3) Other activity for QVC represents Liberty's acquisition of shares of QVC
common stock held by employees and officers of QVC. Amounts recorded as
goodwill represent the difference between the price paid for such minority
interest and the carrying amount of the minority interest less amounts
allocated to other intangible assets. Such allocations are subject to
adjustment pending completion of the Company's allocation process.
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AMORTIZABLE INTANGIBLE ASSETS

Amortization of intangible assets with finite useful lives was $366 million

and $356 million for the nine months ended September 30, 2006 and 2005,
respectively. Based on its current amortizable intangible assets, Liberty
expects that amortization expense will be as follows for the next five years
(amounts in millions) :

<Table>

<S> <C>
Remainder Of 20006 . ..ttt ittt ittt ettt et ettt $123
200 e e e e e e e e e e e e e e et e $470
2008 e i et e e e e e e e e et et e $431
20000 . i e e e e e e e et e $384
2000 e e et e e e e e e e e et et e $361
</Table>

(10) DERIVATIVE INSTRUMENTS

17



The Company's derivative instruments are summarized as follows:

<Table>
<Caption>
SEPTEMBER 30, DECEMBER 31,
TYPE OF DERIVATIVE 2006 2005
AMOUNTS IN MILLIONS
<S> <C> <C>
ASSETS
EQUILY COLLarS . ittt ittt ittt ettt ettt e e eeeeeennn $1,286 1,568
PUt spread COLllarS. ittt ieeeetenenaeeseeenanenns -= 133
[0 o0 oL < 248 83
1,534 1,784
Less current portion......oiiiiiiiiiiiiieieennnnns (228) (661)
$1,306 1,123
LIABILITIES
BOrrowed ShAreS. .. i it inneeneeeeeeeeeneeneennnn $1,877 1,581
Exchangeable debenture call option obligations.... 858 927
PUL OPLIONS . v ittt i e e e e e e -- 342
EQUILY COLllarS. it i et i n et ittt eneeteeenneesenennnas 278 160
[0 oo L < 14 16
3,027 3,026
Less current portion......oiiiiiiiiiiiieeieennnnns (1,880) (1,939)
$1,147 1,087
</Table>
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Realized and unrealized gains (losses) on financial instruments are
comprised of changes in fair value of the following:
<Table>
<Caption>
NINE MONTHS
ENDED
SEPTEMBER 30,
2006 2005
AMOUNTS
IN MILLIONS
<S> <C> <C>
Exchangeable debenture call option obligations.............. $ 69 114
EQUILY COLlarS . ittt ittt ettt ettt ettt ettt eeaeeeeaeenenns 147 238
2 o @ il o= (9) (47)
BOrroWwed ShATES . i v ittt ittt e e e ettt ettt ettt (198) (175)
Other derivatives. ...ttt ittt ittt 87 18
$ 96 148
</Table>
(11) LONG-TERM DERT
Debt is summarized as follows:
<Table>
<Caption>
OUTSTANDING CARRYING VALUE
PRINCIPAL ~  ——————mmmmmmmm o mmmmmmm
SEPTEMBER 30, SEPTEMBER 30, DECEMBER 31,
2006 2006 2005
AMOUNTS IN MILLIONS
<S> <C> <C> <C>
Interactive Group
Senior notes and debentures
3.5% Senior Notes due 2006. ... cvirieienenenenennnnn S -- -= 121
Floating Rate Senior Notes due 2006........00000.00. - - 1,247
7.875% Senior Notes due 2009....... .00ttt 670 667 666



7.75% Senior Notes due 2009....... . i 234 234
5.7% Senior Notes due 2013..... ..t iiiiiiiinennnn 802 800
8.5% Senior Debentures due 2029............000vo... 500 495
8.25% Senior Debentures due 2030........000ivvnunn. 902 895
QVC bank credit facility.......oiiiiiiiiiiniinennnn. 3,175 3,175
Other subsidiary debt...... ..ottt 71 71
Total attributed Interactive Group debt.......... 6,354 6,337

Capital Group
Senior exchangeable debentures

4% Senior Exchangeable Debentures due 2029......... 869 254
3.75% Senior Exchangeable Debentures due 2030...... 810 233
3.5% Senior Exchangeable Debentures due 2031....... 600 237
3.25% Senior Exchangeable Debentures due 2031...... 551 118
0.75% Senior Exchangeable Debentures due 2023...... 1,750 1,615
Subsidiary debt. ...ttt e e 158 158
Total attributed Capital Group debt.............. 4,738 2,615
Total consolidated Liberty debt..........oiiiiin.n $11,0092 8,952
Less current MatUritieS . @ e e i ittt it et e e e et eeeeenn (19)
Total long-term debt. ... ..t in it e e e e e eeeeenennn $8,933

</Table>
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QVC BANK CREDIT FACILITY

Effective May 20, 2005, QVC entered into an unsecured $2 billion bank credit
facility. In March 2006, such facility was refinanced with a new unsecured
$3.5 billion bank credit facility (the "March 2006 Credit Agreement"). The
March 2006 Credit Agreement is comprised of an $800 million U.S. dollar term
loan that was drawn at closing, an $800 million U.S. dollar term loan that was
drawn on September 18, 2006, a $600 million multi-currency term loan that was
drawn in U.S. dollars on September 18, 2006, a $650 million U.S. dollar
revolving loan and a $650 million multi-currency revolving loan. The foregoing
multi-currency loans can be made, at QVC's option, in U.S. dollars, Japanese
yen, U.K. pound sterling or euros. All loans are due and payable on March 3,
2011, and accrue interest, at the option of QVC, at LIBOR plus an applicable
margin or the Alternate Base Rate, as defined in the March 2006 Credit
Agreement, plus an applicable margin. QVC is required to pay a commitment fee
quarterly in arrears on the unused portion of the commitments.

On October 4, 2006, QVC entered into a new credit agreement (the
"October 2006 Credit Agreement"), which provides for an additional unsecured
$1.75 billion credit facility, consisting of an $800 million initial term loan
to be made upon closing, which occurred on October 13, 2006, and $950 million of
delayed draw term loans to be made after closing from time to time upon the
request of QVC. The delayed draw term loans are available until September 30,
2007 and are subject to reductions in the principal amount available starting on
March 31, 2007. The loans will bear interest at a rate equal to (i) LIBOR for
the interest period selected by QVC plus a margin that varies based on QVC's
leverage ratio or (ii) the higher of the Federal Funds Rate plus 0.50% or the
prime rate announced by Wachovia Bank, N.A. from time to time. The loans are
scheduled to mature on October 4, 2011.

On October 4, 2006, QVC also entered into an Amendment, which amends the
March 2006 Credit Agreement (such Amendment, the "Amendment"). The Amendment
conforms the interest rate for loans under the March 2006 Credit Agreement to
match the interest rate for loans under the October 2006 Credit Agreement, and
amends certain restrictions on the incurrence of indebtedness and affiliate
transactions to match those in the October 2006 Credit Agreement.

OTHER SUBSIDIARY DEBT

Other subsidiary debt at September 30, 2006, is comprised of capitalized
satellite transponder lease obligations and bank debt of Starz Media.

FAIR VALUE OF DEBT
Liberty estimates the fair value of its debt based on the quoted market

prices for the same or similar issues or on the current rate offered to Liberty
for debt of the same remaining maturities. The fair value of Liberty's publicly



traded debt securities at September 30, 2006 is as follows (amounts
in millions):

<Table>
<S> <C>
Fixed rate Senior NOLES. .ttt i ittt teenneeeeeeeeennenenns $1,698
[ST=0 o T Mol e L= oY=0 o} ok b =Y = S $1,422
Senior exchangeable debentures, including call option

[0 o R e - ol I 3 o SN $4,115
</Table>
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Liberty believes that the carrying amount of its subsidiary debt
approximated fair value at September 30, 2006.

(12) STOCKHOLDERS' EQUITY

As of September 30, 2006, there were 2.3 million and 1.5 million shares of
Liberty Capital Series A common stock and Series B common stock, respectively,
reserved for issuance under exercise privileges of outstanding stock options.

As of September 30, 2006, there were 21.2 million and 7.5 million shares of
Liberty Interactive Series A common stock and Series B common stock,
respectively, reserved for issuance under exercise privileges of outstanding
stock options.

In addition to the Liberty Capital Series A and Series B common stock and
the Liberty Interactive Series A and Series B common stock, there are
300 million and 1,500 million shares of Liberty Capital Series C and Liberty
Interactive Series C common stock, respectively, authorized for issuance. As of
September 30, 2006, no shares of either Series C common stock were issued or
outstanding.

Prior to the Restructuring, the Company retired the 10,000,000 shares of
Liberty Series B common stock held in treasury and returned them to the status
of authorized and available for issuance.

During the period from May 10, 2006 to September 30, 2006, the Company
repurchased 41.4 million shares of Liberty Interactive Series A common stock in
the open market for aggregate cash consideration of $731 million. Such shares
were repurchased pursuant to a previously announced share repurchase program and
have been retired and returned to the status of authorized and available for
issuance.

During the period from May 10, 2006 to September 30, 2006, the Company sold
put options on 3.67 million shares of Liberty Capital Series A common stock and
2.53 million shares of Liberty Interactive Series A common stock for aggregate
cash proceeds of approximately $6.3 million. As of September 30, 2006, put
options with respect to 1.79 million shares of Liberty Capital Series A common
stock and 2.53 million shares of Liberty Interactive Series A common stock
remained outstanding. The put options for Liberty Capital Series A common stock
have a weighted average exercise price of $83.25 and expire within 60 days after
September 30, 2006. The Liberty Interactive put options have a weighted average
exercise price of $19.76 and expire within 60 days after September 30, 2006. The
Company accounts for these put options pursuant to Statement of Financial
Accounting Standards No. 150, "ACCOUNTING FOR CERTAIN FINANCIAL INSTRUMENTS WITH
CHARACTERISTICS OF BOTH LIABILITIES AND EQUITY." Accordingly, the put options
have been recorded in derivative instrument liabilities at fair value and
changes in the fair value are included in realized and unrealized gains (losses)
on financial instruments in the accompanying condensed consolidated statement of
operations.

(13) COMMITMENTS AND CONTINGENCIES
FILM RIGHTS

Starz Entertainment, a wholly-owned subsidiary of Liberty, provides video
programming distributed via the Internet and by cable operators, direct-to-home
satellite providers and other distributors throughout the United States. Starz
Entertainment has entered into agreements with a number of motion picture
producers which obligate Starz Entertainment to pay fees ("Programming Fees")
for the
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rights to exhibit certain films that are released by these producers. The unpaid
balance of Programming Fees for films that were available for exhibition by
Starz Entertainment at September 30, 2006 is reflected as a liability in the
accompanying condensed consolidated balance sheet. The balance due as of
September 30, 2006 is payable as follows: $96 million in 2006, $28 million in
2007 and $16 million thereafter.

Starz Entertainment has also contracted to pay Programming Fees for the
rights to exhibit films that have been released theatrically, but are not
available for exhibition by Starz Entertainment until some future date. These
amounts have not been accrued at September 30, 2006. Starz Entertainment's
estimate of amounts payable under these agreements is as follows: $45 million in
2006; $606 million in 2007; $99 million in 2008; $93 million in 2009;
$88 million in 2010; and $98 million thereafter.

In addition, Starz Entertainment is also obligated to pay Programming Fees
for all qualifying films that are released theatrically in the United States by
studios owned by The Walt Disney Company ("Disney") through 2009, all qualifying
films that are released theatrically in the United States by studios owned by
Sony Pictures Entertainment ("Sony") through 2010 and all qualifying films
produced for theatrical release in the United States by Revolution Studios
through 2006. Films are generally available to Starz Entertainment for
exhibition 10 - 12 months after their theatrical release. The Programming Fees
to be paid by Starz Entertainment are based on the quantity and the domestic
theatrical exhibition receipts of qualifying films. As these films have not yet
been released in theatres, Starz Entertainment is unable to estimate the amounts
to be paid under these output agreements. However, such amounts are expected to
be significant.

In addition to the foregoing contractual film obligations, each of Disney
and Sony has the right to extend its contract for an additional three years. If
Sony elects to extend its contract, Starz Entertainment has agreed to pay Sony a
total of $190 million in four annual installments of $47.5 million beginning in
2011. This option expires December 31, 2007. If made, such payments to Sony
would be amortized ratably as programming expense over the extension period
beginning in 2011. An extension of this agreement would also result in the
payment by Starz Entertainment of Programming Fees for qualifying films released
by Sony during the extension period. If Disney elects to extend its contract,
Starz Entertainment would not be obligated to pay any amounts in excess of its
Programming Fees for qualifying films released by Disney during the extension
period. The Disney option expires December 31, 2007.

GUARANTEES

Liberty guarantees Starz Entertainment's obligations under certain of its
studio output agreements. At September 30, 2006, Liberty's guarantee for
obligations for films released by such date aggregated $716 million. While the
guarantee amount for films not yet released is not determinable, such amount is
expected to be significant. As noted above, Starz Entertainment has recognized
the liability for a portion of its obligations under the output agreements. As
this represents a commitment of Starz Entertainment, a consolidated subsidiary
of Liberty, Liberty has not recorded a separate liability for its guarantee of
these obligations.

In connection with agreements for the sale of certain assets, Liberty
typically retains liabilities that relate to events occurring prior to its sale,
such as tax, environmental, litigation and employment matters. Liberty generally
indemnifies the purchaser in the event that a third party asserts a claim
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against the purchaser that relates to a liability retained by Liberty. These
types of indemnification guarantees typically extend for a number of years.
Liberty is unable to estimate the maximum potential liability for these types of
indemnification guarantees as the sale agreements typically do not specify a
maximum amount and the amounts are dependent upon the outcome of future
contingent events, the nature and likelihood of which cannot be determined at
this time. Historically, Liberty has not made any significant indemnification
payments under such agreements and no amount has been accrued in the
accompanying condensed consolidated financial statements with respect to these



indemnification guarantees.
OPERATING LEASES

Liberty and its subsidiaries lease business offices, have entered into
satellite transponder lease agreements and use certain equipment under lease
arrangements.

LITIGATION

Liberty has contingent liabilities related to legal and tax proceedings and
other matters arising in the ordinary course of business. Although it is
reasonably possible Liberty may incur losses upon conclusion of such matters, an
estimate of any loss or range of loss cannot be made. In the opinion of
management, it is expected that amounts, if any, which may be required to
satisfy such contingencies will not be material in relation to the accompanying
condensed consolidated financial statements.

INCOME TAXES

Since the date Liberty issued its exchangeable debentures, it has claimed
interest deductions on such exchangeable debentures for federal income tax
purposes based on the "comparable yield" at which it could have issued a
fixed-rate debenture with similar terms and conditions. In all instances, this
policy has resulted in Liberty claiming interest deductions significantly in
excess of the cash interest currently paid on its exchangeable debentures. In
this regard, Liberty has deducted $2,090 million in cumulative interest expense
associated with the exchangeable debentures since the Company's split-off from
AT&T. Of that amount, $612 million represents cash interest payments. Interest
deducted in prior years on its exchangeable debentures has contributed to net
operating losses ("NOLs") that may be carried to offset taxable income in 2006
and later years. These NOLs and current interest deductions on the exchangeable
debentures are being used to offset taxable income currently being generated.

The IRS has issued Technical Advice Memorandums (the "TAMs") challenging the
current deductibility of interest expense claimed on exchangeable debentures
issued by other companies. The TAMs conclude that such interest expense must be
capitalized as basis to the shares referenced in the exchangeable debentures. If
the IRS were to similarly challenge Liberty's tax treatment of these interest
deductions, and ultimately win such challenge, there would be no impact to
Liberty's reported total tax expense as the resulting increase in current tax
expense would be offset by a decrease in deferred tax expense. However, Liberty
would be required to make current federal income tax payments. These federal
income tax payments could prove to be significant.
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During the period from March 9, 1999 to August 10, 2001, Liberty was
included in the consolidated federal income tax return of AT&T Corp. and was a
party to a tax sharing agreement with AT&T (the "AT&T Tax Sharing Agreement") .
While Liberty was a subsidiary of AT&T, Liberty recorded its stand-alone tax
provision on a separate return basis. Under the AT&T Tax Sharing Agreement,
Liberty received a cash payment from AT&T in periods when Liberty generated
taxable losses and such taxable losses were utilized by AT&T to reduce its
consolidated income tax liability. To the extent such losses were not utilized
by AT&T, such amounts were available to reduce federal taxable income generated
by Liberty in future periods, similar to a net operating loss carryforward, and
were accounted for as a deferred federal income tax benefit. Subsequent to
Liberty's split off from AT&T, if adjustments are made to amounts previously
paid under the AT&T Tax Sharing Agreement, such adjustments are reflected as
adjustments to additional paid-in capital. During the period from March 10, 1999
to December 31, 2002, Liberty received cash payments from AT&T aggregating
$670 million as payment for Liberty's taxable losses that AT&T utilized to
reduce its income tax liability.

Also, pursuant to the AT&T Tax Sharing Agreement and in connection with
Liberty's split off from AT&T, AT&T was required to pay Liberty an amount equal
to 35% of the amount of the net operating losses reflected in TCI's final
federal income tax return ("TCI NOLs") that had not been used as an offset to
Liberty's obligations under the AT&T Tax Sharing Agreement and that had been, or
were reasonably expected to be, utilized by AT&T. In connection with the split
off, Liberty received an $803 million payment for TCI's NOLs and recorded such
payment as an increase to additional paid-in capital. Liberty was not paid for
certain of TCI's NOLs ("SRLY NOLs") due to limitations and uncertainty regarding
AT&T's ability to use them to offset taxable income in the future. In the event



AT&T was ultimately able to use any of the SRLY NOLs, they would be required to
pay Liberty 35% of the amount of the SRLY NOLs used. In the fourth quarter of
2004 and in connection with the completion of an IRS audit of TCI's tax return
for 1994, it was determined that Liberty was required to recognize additional
taxable income related to the recapitalization of one of its investments
resulting in a tax liability of approximately $30 million. As a result of the
tax assessment, Liberty also received a corresponding amount of additional tax
basis in the investment. However, Liberty was able to cause AT&T to use a
portion of the SRLY NOLs to offset this taxable income, the benefit of which
resulted in the elimination of the $30 million tax liability and an increase to
additional paid-in capital.

In the fourth quarter of 2004, AT&T requested a refund from Liberty of
$70 million, plus accrued interest, relating to losses that it generated in 2002
and 2003 and was able to carry back to offset taxable income previously offset
by Liberty's losses. AT&T has asserted that Liberty's losses caused AT&T to pay
$70 million in alternative minimum tax ("AMT") that it would not have been
otherwise required to pay had Liberty's losses not been included in its return.
In 2004, Liberty estimated that it may ultimately pay AT&T up to $30 million of
the requested $70 million because Liberty believed AT&T received an AMT credit
of $40 million against income taxes resulting from the AMT previously paid.
Accordingly, Liberty accrued a $30 million liability with an offsetting
reduction of additional paid-in capital. The net effect of the completion of the
IRS tax audit noted above (including the benefit derived from AT&T for the
utilization of the SRLY NOLs) and Liberty's accrual of amounts due to AT&T was
an increase to deferred tax assets and an increase to other liabilities.
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In the fourth quarter of 2005, AT&T requested an additional $21 million
relating to additional losses it generated and was able to carry back to offset
taxable income previously offset by Liberty's losses. In addition, the
information provided to Liberty in connection with AT&T's request showed that
AT&T had not yet claimed a credit for AMT previously paid. Accordingly, in the
fourth quarter of 2005, Liberty increased its accrual by approximately
$40 million (with a corresponding reduction of additional paid-in capital)
representing its estimate of the amount it may ultimately pay (excluding accrued
interest, if any) to AT&T as a result of this request. Although Liberty has not
reduced its accrual for any future refunds, Liberty believes it is entitled to a
refund when AT&T is able to realize a benefit in the form of a credit for the
AMT previously paid.

In March 2006, AT&T requested an additional $21 million relating to
additional losses and IRS audit adjustments that it claims it is able to use to
offset taxable income previously offset by Liberty's losses. Liberty has
reviewed this claim and believes that its accrual as of December 31, 2005 is
adequate. Accordingly, no additional accrual was recorded during the nine months
ended September 30, 2006.

Although for accounting purposes Liberty has accrued a portion of the
amounts claimed by AT&T to be owed by Liberty under the AT&T Tax Sharing
Agreement, Liberty believes there are valid defenses or set-off or similar
rights in its favor that may cause the total amount that it owes AT&T to be less
than the amounts accrued; and under certain interpretations of the AT&T Tax
Sharing Agreement, Liberty may be entitled to further reimbursements from AT&T.

(14) OPERATING SEGMENTS

Liberty is a holding company which, through its ownership of interests in
subsidiaries and other companies, is primarily engaged in the video and on-line
commerce, media, communications and entertainment industries. Upon completion of
the Restructuring and the issuance of its tracking stock, Liberty divided its
businesses into two groups: the Interactive Group and the Capital Group. Each of
the businesses in the tracking stock groups is separately managed. Liberty
identifies its reportable segments as (A) those consolidated subsidiaries that
represent 10% or more of its consolidated revenue, earnings before income taxes
or total assets and (B) those equity method affiliates whose share of earnings
represent 10% or more of Liberty's consolidated earnings before income taxes.

Liberty evaluates performance and makes decisions about allocating resources
to its operating segments based on financial measures such as revenue, operating
cash flow, gross margin, average sales price per unit, number of units shipped,
and revenue or sales per customer equivalent. In addition, Liberty reviews
non-financial measures such as subscriber growth and penetration, as
appropriate.

Liberty defines operating cash flow as revenue less cost of sales, operating



expenses, and selling, general and administrative expenses (excluding
stock-based compensation). Liberty believes this is an important indicator of
the operational strength and performance of its businesses, including each
business's ability to service debt and fund capital expenditures. In addition,
this measure allows management to view operating results and perform analytical
comparisons and benchmarking between businesses and identify strategies to
improve performance. This measure of performance excludes depreciation and
amortization, stock-based compensation, litigation settlements and restructuring
and impairment charges that are included in the measurement of operating income
pursuant to GAAP. Accordingly, operating cash flow should be considered in
addition to, but not as a substitute for,
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operating income, net income, cash flow provided by operating activities and
other measures of financial performance prepared in accordance with GAAP.
Liberty generally accounts for intersegment sales and transfers as if the sales
or transfers were to third parties, that is, at current prices.

For the nine months ended September 30, 2006, Liberty has identified the
following businesses as its reportable segments:

- QVC--consolidated subsidiary included in the Interactive Group that
markets and sells a wide variety of consumer products in the U.S. and
several foreign countries, primarily by means of televised shopping
programs on the QVC networks and via the Internet through its domestic and
international websites.

- Starz Entertainment--consolidated subsidiary included in the Capital Group
that provides video programming distributed by cable operators,
direct-to-home satellite providers, other distributors and via the
Internet throughout the United States.

Liberty's reportable segments are strategic business units that offer
different products and services. They are managed separately because each
segment requires different technologies, distribution channels and marketing
strategies. The accounting policies of the segments that are also consolidated
subsidiaries are the same as those described in the summary of significant
policies.

PERFORMANCE MEASURES

<Table>
<Caption>
NINE MONTHS ENDED SEPTEMBER 30,
2006 2005
OPERATING OPERATING
CASH FLOW CASH FLOW
REVENUE (DEFICIT) REVENUE (DEFICIT)
AMOUNTS IN MILLIONS
<S> <C> <C> <C> <C>
Interactive Group
OV e e et et et e et e e e e e e e e $4,838 1,099 4,418 953
Corporate and Other................... 178 16 - (3)
5,016 1,115 4,418 950
Capital Group
Starz Entertainment............... ..., 776 136 757 142
Corporate and Other................... 401 (11) 335 (6)
1,177 125 1,092 136
Consolidated Liberty........ooueeen... $6,193 1,240 5,510 1,086
</Table>
I-28
<Page>

LIBERTY MEDIA CORPORATION AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2006



(UNAUDITED)

<Table>
<Caption>
THREE MONTHS ENDED SEPTEMBER 30,
2006 2005
OPERATING OPERATING
CASH FLOW CASH FLOW
REVENUE (DEFICIT) REVENUE (DEFICIT)
AMOUNTS IN MILLIONS
<S> <C> <C> <C> <C>
Interactive Group
OV e e et et e e e e e e e e e e e $1,653 366 1,475 306
Corporate and Other.......... .. ... .. 40 (1) - (1)
1,693 365 1,475 305
Capital Group
Starz Entertainment................... 253 45 245 47
Corporate and Other.......... .. ... .. 157 (l6) 130 4
410 29 375 51
Consolidated Liberty......ccvviiieeennnn $2,103 394 1,850 356
</Table>
OTHER INFORMATION
<Table>
<Caption>
SEPTEMBER 30, 2006
TOTAL INVESTMENTS CAPITAL
ASSETS IN AFFILIATES EXPENDITURES
AMOUNTS IN MILLIONS
<S> <C> <C> <C>
Interactive Group
OV C e e et et et et e e e e e e e et e e e e $18,155 101 167
Corporate and Other........ ... ... 5,253 1,240 3
Intragroup elimination............ ..o (4,383) -- --
19,025 1,341 170
Capital Group
Starz Entertainment..........oeiieiinneennnn 2,907 46 4
Corporate and Other....... ... 23,840 438 60
26,747 484 64
Inter-Group eliminations............. ... ... (150) -- --
Consolidated Liberty. ..o ee et eneenennns $45,622 1,825 234
</Table>
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The following table provides a reconciliation of consolidated segment
operating cash flow to earnings (loss) from continuing operations before income
taxes and minority interests:

<Table>
<Caption>
THREE MONTHS NINE MONTHS
ENDED ENDED
SEPTEMBER 30, SEPTEMBER 30,
2006 2005 2006 2005
AMOUNTS IN MILLIONS
<S> <C> <C> <C> <C>
Consolidated segment operating cash flow......... $394 356 1,240 1,086
Stock-based compensation........... ... ... 4 (15) (49) (32)
Depreciation and amortization...............o.... (169) (163) (502) (487)
INterest EXPENSE . v vttt it ittt ettt aeenenaeenanens (177) (149) (485) (444)
Realized and unrealized gains (losses) on
financial instruments, net...........c.iiiiie... (73) (332) 96 148
Gains (losses) on dispositions of assets, net 25 1 352 (360)
Other, Net. ittt ettt ittt eteaneeanennnn 71 (13) 210 33



Earnings (loss) from continuing operations

before income taxes and minority interests... S 75 (315) 862 (56)
</Table>
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

Certain statements in this Quarterly Report on Form 10-Q constitute
forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995, including statements regarding our business,
product and marketing strategies, new service offerings, our tax sharing
arrangement with AT&T and estimated amounts payable under that arrangement,
revenue growth and subscriber trends at QVC and Starz Entertainment, anticipated
programming and marketing costs at Starz Entertainment, projected uses of cash
for the remainder of 2006, the primary funding sources for Liberty's investing
and financing activities for the remainder of 2006, the estimated value of our
derivatives related to certain of our AFS investments, and the anticipated
non-material impact of certain contingent liabilities related to legal and tax
proceedings and other matters arising in the ordinary course of our business.
Where, in any forward-looking statement, we express an expectation or belief as
to future results or events, such expectation or belief is expressed in good
faith and believed to have a reasonable basis, but such statements necessarily
involve risks and uncertainties and there can be no assurance that the statement
of expectation or belief will result or be achieved or accomplished. The
following include some but not all of the factors that could cause actual
results or events to differ materially from those anticipated:

- general economic and business conditions and industry trends;

- consumer spending levels, including the availability and amount of
individual consumer debt;

- the regulatory and competitive environment of the industries in which we,
and the entities in which we have interests, operate;

- continued consolidation of the broadband distribution and movie studio
industries;

- uncertainties inherent in the development and integration of new business
lines and business strategies;

- changes in distribution and viewing of television programming, including
the expanded deployment of personal video recorders, video on demand and
IP television and their impact on home shopping networks;

- increased digital TV penetration and the impact on channel positioning of
our networks;

- rapid technological changes;

- capital spending for the acquisition and/or development of
telecommunications networks and services;

- uncertainties associated with product and service development and market
acceptance, including the development and provision of programming for new
television and telecommunications technologies;

- future financial performance, including availability, terms and deployment
of capital;

- fluctuations in foreign currency exchange rates and political unrest in
international markets;

- the ability of suppliers and vendors to deliver products, equipment,
software and services;

- the outcome of any pending or threatened litigation;
- availability of qualified personnel;

- changes in, or failure or inability to comply with, government
regulations, including, without limitation, regulations of the Federal
Communications Commission, and adverse outcomes from regulatory
proceedings;

- changes in the nature of key strategic relationships with partners and
joint venturers;
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services of the entities in which we have interests; and

- threatened terrorists attacks and ongoing military action in the Middle
East and other parts of the world.

These forward-looking statements and such risks, uncertainties and other
factors speak only as of the date of this Quarterly Report, and we expressly
disclaim any obligation or undertaking to disseminate any updates or revisions
to any forward-looking statement contained herein, to reflect any change in its
expectations with regard thereto, or any other change in events, conditions or
circumstances on which any such statement is based.

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 condensed consolidated financial statements
and the notes thereto and the Annual Report on Form 10-K for the year ended
December 31, 2005 filed by 0ld Liberty.

OVERVIEW

We are a holding company that owns controlling and noncontrolling interests
in a broad range of video and on-line commerce, media, communications and
entertainment companies. Our more significant operating subsidiaries, which are
also our reportable segments, are QVC and Starz Entertainment. QVC markets and
sells a wide variety of consumer products in the United States and several
foreign countries, primarily by means of televised shopping programs and via the
Internet through its domestic and international websites. Starz Entertainment
provides video programming distributed by cable operators, direct-to-home
satellite providers, other distributors and via the Internet throughout the
United States.

Our "Corporate and Other" category includes our other consolidated
subsidiaries and corporate expenses. Our other consolidated subsidiaries include
Provide Commerce, Inc., FUN Technologies, Inc., TruePosition, Inc., Starz Media,
LLC, BuySeasons, Inc., On Command Corporation and OpenTV Corp. Provide, which we
acquired on February 9, 2006, operates an e-commerce marketplace of websites for
perishable goods, including flowers, gourmet foods, fruits and desserts. FUN, in
which we acquired a 55% common stock interest on March 10, 2006, operates
websites that offer casual gaming, sports information and fantasy sports
services. TruePosition provides equipment and technology that deliver
location-based services to wireless users. Starz Media, which we acquired in the
third quarter of 2006, is focused on developing, acquiring, producing and
distributing live-action, computer-generated and traditional television animated
productions for the home video, film, broadcast and direct-to-consumer markets.
BuySeasons, which we acquired on August 23, 2006, operates BuyCostumes.com, an
online-only retailer of costumes and accessories, catering to Halloween
enthusiasts, theatre groups, performers, children and adults. On Command
provides in-room, on-demand video entertainment and information services to
hotels, motels and resorts primarily in the United States. OpenTV provides
interactive television solutions, including operating middleware, web browser
software, interactive applications, and consulting and support services.

In addition to the foregoing businesses, we hold an approximate 20%
ownership interest in Expedia, Inc., which we account for as an equity method
investment, and we continue to maintain significant investments and related
derivative positions in public companies such as News Corporation,
IAC/InterActiveCorp, Time Warner Inc. and Sprint Nextel Corporation, which are
accounted for at their respective fair market values and are included in
corporate and other.

TRACKING STOCKS

On May 9, 2006, our stockholders approved five related proposals which
allowed us to restructure our company and capitalization. As a result of the
Restructuring, all of the 0ld Liberty outstanding
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common stock was exchanged for two new tracking stocks, Liberty Interactive
common stock and Liberty Capital common stock, issued by Liberty, a newly formed
holding company. Each tracking stock issued in the Restructuring is intended to
track and reflect the economic performance of one of two newly designated
groups, the Interactive Group and the Capital Group, respectively.

Tracking stock is a type of common stock that the issuing company intends to
reflect or "track" the economic performance of a particular business or "group,"
rather than the economic performance of the company as a whole. While the
Interactive Group and the Capital Group have separate collections of businesses,
assets and liabilities attributed to them, neither group is a separate legal
entity and therefore cannot own assets, issue securities or enter into legally
binding agreements. Holders of tracking stocks have no direct claim to the
group's stock or assets and are not represented by separate boards of directors.
Instead, holders of tracking stock are stockholders of the parent corporation,
with a single board of directors and subject to all of the risks and liabilities
of the parent corporation.



The term "Interactive Group" does not represent a separate legal entity,
rather it represents those businesses, assets and liabilities which we have
attributed to it. The assets and businesses we have attributed to the

Interactive Group are those engaged in video and on-line commerce,

and include

our interests in QVC, Provide, BuySeasons, Expedia and IAC/InterActiveCorp, and
hereafter will include such other businesses that our board of directors may in

the future determine to attribute to the Interactive Group,

attributed $3,108 million principal amount (as of September 30, 2006)

existing publicly-traded debt to the Interactive Group.

including such other
businesses as we may acquire for the Interactive Group. In addition, we have

of our

The term "Capital Group" also does not represent a separate legal entity,
rather it represents all of our businesses, assets and liabilities other than

those which have been attributed to the Interactive Group. The assets and
businesses attributed to the Capital Group include our subsidiaries Starz
Entertainment, FUN, TruePosition, Starz Media, On Command, OpenTV,

our equity

affiliates GSN, LLC and WildBlue Communications, Inc. and our interests in News

Corporation, Time Warner Inc. and Sprint Nextel Corporation,

and hereafter will

include such other businesses that our board of directors may in the future

determine to attribute to the Capital Group, including such other businesses as
we may acquire for the Capital Group. In addition, we have attributed
$4,580 million principal amount (as of September 30, 2006) of our existing

publicly-traded debt to the Capital Group.

See Exhibit 99.1 to this Quarterly Report on Form 10-Q for attributed

financial information for our tracking stock groups.
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LIBERTY MEDIA CORPORATION

MATERIAL CHANGES IN RESULTS OF OPERATIONS

CONSOLIDATED OPERATING RESULTS

<Table>
<Caption>

<S>

REVENUE
Interactive Group

Capital Group
Starz Entertainment.......... ..ttt
Corporate and Other. .. ...ttt it iiieeenennn

Consolidated Liberty. ...ttt ittt ieeeeiennnaeenns

OPERATING CASH FLOW (DEFICIT)
Interactive Group

Capital Group
Starz Entertainment....... ...ttt
Corporate and Other. ...ttt ittt

Consolidated Liberty. ...ttt tinnennenns

OPERATING INCOME (LOSS)
Interactive Group

Capital Group
Starz Entertainment.......... ..ttt

THREE MONTHS
ENDED
SEPTEMBER 30,

NINE MONTHS
ENDED
SEPTEMBER 30,

2006 2005 2006 2005
AMOUNTS IN MILLIONS
<C> <C> <C> <C>
$1,653 1,475 4,838 4,418
40 - 178 —
1,693 1,475 5,016 4,418
253 245 776 757
157 130 401 335
410 375 1,177 1,092
$2,103 1,850 6,193 5,510
$ 366 306 1,099 953
(1) (1) 16 (3)
365 305 1,115 950
45 47 136 142
(16) 4 (11) (6)
29 51 125 136
$ 394 356 1,240 1,086
s 257 179 711 572
(7) (1) -- (3)
250 178 711 569
40 35 117 107




Corporate and Other....... .ttt ieinnnnnn (61) (35) (139)

Consolidated Liberty. ... e n e it ie ittt et eeeennn $ 229 178 689

</Table>

REVENUE. Our consolidated revenue increased $253 million or 13.7% and
$683 million or 12.4% for the three and nine months ended September 30, 2006,
respectively, as compared to the corresponding prior year periods. These
increases are due primarily to $178 million or 12.1% and $420 million or 9.5%
increases for QVC and $32 million and $170 million attributable to Provide,
which we acquired in February 2006. In addition, FUN provided $13 million and
$26 million of revenue for the three and nine months ended September 30, 2006;
and Starz Media and BuySeasons provided
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$23 million and $9 million of revenue since their respective acquisition in the
third quarter of 2006. See Management's Discussion and Analysis for the
Interactive Group and for the Capital Group below for a more complete discussion
of QVC's and Starz Entertainment's results of operations.

OPERATING CASH FLOW. We define Operating Cash Flow as revenue less cost of
sales, operating expenses and selling, general and administrative expenses
(excluding stock-based compensation). Our chief operating decision maker and
management team use this measure of performance in conjunction with other
measures to evaluate our businesses and make decisions about allocating
resources among our businesses. We believe this is an important indicator of the
operational strength and performance of our businesses, including each
business's ability to service debt and fund capital expenditures. In addition,
this measure allows us to view operating results, perform analytical comparisons
and benchmarking between businesses and identify strategies to improve
performance. This measure of performance excludes such costs as depreciation and
amortization, stock-based compensation, litigation settlements and impairments
of long-lived assets that are included in the measurement of operating income
pursuant to generally accepted accounting principles. Accordingly, Operating
Cash Flow should be considered in addition to, but not as a substitute for,
operating income, net earnings, cash flow provided by operating activities and
other measures of financial performance prepared in accordance with GAAP. See
note 14 to the accompanying condensed consolidated financial statements for a
reconciliation of Operating Cash Flow to Earnings (Loss) from Continuing
Operations Before Income Taxes and Minority Interests.

Consolidated Operating Cash Flow increased $38 million or 10.7% and
$154 million or 14.2% during the three and nine months ended September 30, 2006,
respectively, as compared to the corresponding prior year periods. These
increases are due primarily to $60 million or 19.6% and $146 million or 15.3%
increases in QVC's operating cash flow resulting from higher revenue both
domestically and internationally and $20 million generated by Provide for the
nine month period. These increases were partially offset by an operating cash
flow deficit of $16 million for Starz Media, which we acquired in the third
quarter.

STOCK-BASED COMPENSATION. Stock-based compensation includes compensation
related to (1) options and stock appreciation rights for shares of our common
stock that are granted to certain of our officers and employees, (2) phantom
stock appreciation rights ("PSARs") granted to officers and employees of certain
of our subsidiaries pursuant to private equity plans and (3) amortization of
restricted stock grants.

Effective January 1, 2006, we adopted Statement No. 123R. Statement
No. 123R requires that we amortize the grant date fair value of our stock option
and SAR Awards that qualify as equity awards as stock compensation expense over
the vesting period of such Awards. Statement No. 123R also requires that we
record the liability for our liability awards at fair value each reporting
period and that the change in fair value be reflected as stock compensation
expense in our condensed consolidated statement of operations. Prior to adoption
of Statement No. 123R, the amount of expense associated with stock-based
compensation was generally based on the vesting of the related stock options and
stock appreciation rights and the market price of the underlying common stock,
as well as the vesting of PSARs and the equity value of the related subsidiary.
The expense reflected in our condensed consolidated financial statements was
based on the market price of the underlying common stock as of the date of the
financial statements.

In connection with our adoption of Statement 123R, we recorded an
$89 million transition adjustment, net of related income taxes, which primarily
reflects the fair value of the liability portion of the QVC Awards at
January 1, 2006. The transition adjustment is reflected in the accompanying
condensed consolidated statement of operations as the cumulative effect of
accounting change. In addition, we recorded $49 million of stock compensation
expense for the nine months ended September 30, 2006 (net of the $24 million
credit resulting from the Exchange Offer and the Tender Offer), compared with



$32 million for the comparable period in 2005. As of September 30, 2006, the
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total compensation cost related to unvested Liberty equity awards was

approximately $65 million. Such amount will be recognized in our consolidated

statements of operations over a weighted average period of approximately

2 years.

OPERATING INCOME. Consolidated operating income increased $51 million or
28.7% and $122 million or 21.5% for the three and nine months ended
September 30, 2006, respectively, as compared to the corresponding prior year
periods. These increases are the net effect of an increase in operating income
for QVC and operating income generated by Provide, partially offset by operating
losses generated by Starz Media and FUN and an increase in corporate stock
option expense due to the adoption of Statement 123R.

OTHER INCOME AND EXPENSE

NINE MONTHS
ENDED
SEPTEMBER 30,

Components of Other Income (Expense) are as follows:
<Table>
<Caption>
THREE MONTHS
ENDED
SEPTEMBER 30,
2006 2005
AMOUNTS
<S> <C> <C>
Interest expense
INtEraCTiVEe GrOUD . ¢ vt vt et et et e te e e e e ee e eeeeeeeeeeennn $(108) (93)
CaPital GrOUP e ettt ettt et ettt e eae et eeesneesesenneesesennnas (69) (56)
Consolidated Liberty. e e e it teteteeeeeeeeeeeeeeeennns S(177) (149
Dividend and interest income
INtEraCTiVEe GrOUD . ¢ vt vt vttt et et e e e e e ee e e e eeeeeeennn $ 10 10
CaPital GrOUP e et ittt ettt ettt e eae et eeenneeseeenneesesennees 62 46
Consolidated Liberty. e et e it teteteeeeeeeeeeeeeenennns S 72 56
Share of earnings of affiliates
INtEraCTiVe GrOUD . ¢ vttt vt et et e te e e e e ee e eeeeeeeeeeennn S 8 7
CaPital GrOUP . et ittt ettt ettt eae e eeenneeseeenneesesennnas (5) (3)
Consolidated Liberty. .. e ettt ineteeeeneeeeenneeneenens $ 3 4
Realized and unrealized gains (losses) on financial
instruments, net
INLEraCtivVe GrOUD . vt vttt ettt ettt teneeeeeeeenaseneeneenenns $ 5 14
CaPital GrOUD . vt vttt ettt ettt ettt et ettt et eeaeeaeeaeean (78) (346
Consolidated Liberty. .ot n ittt it te it ettt eeeeeeens S (73) (332)
Gains (losses) on dispositions, net
INtETACTEIVE GrOUD . t vt vttt ettt ettt tetetete e eeeeeeeeeeennn S -- --
CaPital GrOUD . vt vttt ettt ettt ettt et ettt et eeaeeaeeaeean 25 1
Consolidated Liberty. .ot n ittt it te it ettt eeeeeeens $ 25 1
Nontemporary declines in fair value of investments
INtETACTEIVE GrOUD . « vt vttt ettt te e tete e ee e e eeeeeeeeennn S -- --
CaPital GrOUD . vt vttt ettt ettt ettt et ettt et eeaeeaeeaeean (4) (68)
Consolidated Liberty. .ot n ittt it te it ettt eeeeeeens S (4) (68)
Other, net
INtETACTEIVE GrOUD . ¢ vt vttt ettt ettt ettt e ee e e eeeeeeeennn $ 2 (2)
CaAPital GrOUD . vt vttt ettt ettt ettt et e ettt eeae e (2) (3)
Consolidated Liberty. ..t n it ittt in ittt et e s -- (5)
</Table>
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INTEREST EXPENSE.
for the three and nine months ended September 30, 2006 and 2005,

Consolidated interest expense increased 18.8% and 9.2%
respectively.

2006 2005
IN MILLIONS
<C> <C>
(298) (274)
(187) (170)
(485) (444)
29 28
140 93
169 121
29 5
3 10
32 15
22 (37)
74 185
96 148
-= 40
352 (400)
352 (360)
(4) (68)
(4) (68)
15 (31)
(2) (4)
13 (35)

Interest expense attributable to the Interactive Group increased 16.1% and 8.8%
for the three and nine-month periods due to increased borrowings on the

March 2006 Credit Agreement, partially offset by decreases from retirements of
our publicly-traded debt.



DIVIDEND AND INTEREST INCOME. Interest income for the Capital Group
increased in 2006 due to higher invested cash balances. Interest and dividend
income attributable to the Capital Group for the nine months ended
September 30, 2006 was comprised of interest income earned on invested cash
($57 million), dividends on News Corp. common stock ($57 million), dividends on
other AFS securities ($14 million), and other ($12 million).

REALIZED AND UNREALIZED GAINS (LOSSES) ON FINANCIAL INSTRUMENTS. Realized
and unrealized gains (losses) on financial instruments are comprised of changes
in the fair value of the following:

<Table>
<Caption>
NINE MONTHS
ENDED
SEPTEMBER 30,
2006 2005
AMOUNTS
IN MILLIONS
<S> <C> <C>
Exchangeable debenture call option obligations.............. S 69 114
EQUILY COLlarS .t ittt ittt ittt et et eeenaeeseeenaeesesennnas 147 238
PUL 0P AONS . v ittt it e e e e e et (9) (47)
Borrowed Shares. ...t ittt ittt ittt inteneieneeneneens (198) (175)
Other derivatives. . ...ttt ettt et e e i e 87 18
$ 96 148
</Table>

GAINS (LOSSES) ON DISPOSITIONS. We recognized gains on dispositions of
$352 million for the nine months ended September 30, 2006 and losses on
dispositions of $360 million in 2005. Our 2006 gains relate to the sale of our
50% interest in Court TV ($303 million, including $124 million of allocated
goodwill) and dispositions of certain AFS securities. In the first quarter of
2005, we disposed of our interests in certain investments and recognized
$488 million of foreign currency translation losses, before related income
taxes, related to these two investments that were previously included in
accumulated other comprehensive earnings (loss). These foreign currency losses
were partially offset by gains on disposition of certain of our AFS securities
and other assets. The foregoing gains or losses were calculated based upon the
difference between the cost basis of the assets relinquished, as determined on
an average cost basis, and the fair value of the assets received.

INCOME TAXES. Our effective tax rate was 28.9% for nine months ended
September 30, 2006. Such rate is less than the U.S. federal income tax rate of
35% due to a deferred tax benefit we recognized in the first quarter. Late in
the first quarter of 2006, we decided to effect a restructuring transaction
which was effective on April 1, 2006, and which enabled us to include
TruePosition in our Federal consolidated tax group on a prospective basis. As a
result of this decision and considering our overall tax position, we reversed
$89 million of valuation allowance recorded against TruePosition's net deferred
tax assets into our statement of operations as a deferred tax benefit in the
first quarter of 2006. This valuation allowance did not relate to net operating
loss carryforwards or some other future tax deduction of TruePosition, but
rather related to temporary differences caused by revenue and cost amounts that
were recognized for tax purposes in prior periods, but have been deferred for
financial reporting purposes until future periods. We recorded an additional
deferred tax benefit ($29 million) for changes in our estimated state tax rate
used to calculate our deferred tax liabilities. These benefits were partially
offset by current tax expense ($43 million) on the gain on sale of Court TV for
which we
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had higher book basis than tax basis. In addition, we recorded state
($22 million) and foreign ($20 million) tax expense.

For the nine months ended September 30, 2005 we generated a pre-tax loss of
$84 million and we recognized an income tax benefit of $110 million. In the
third quarter of 2005, we assessed our weighted average state tax rate in
connection with our spin off of DHC. As a result of this assessment, we
decreased our state tax rate used in calculating the amount of our deferred tax
liabilities and recognized a deferred income tax benefit of $131 million.

NET EARNINGS. Our net earnings were $515 million and $53 million for nine
months ended September 30, 2006 and 2005, respectively. Such change is due to
the aforementioned fluctuations in revenue and expenses. In addition, we
recognized $27 million of earnings from discontinued operations in 2005.

MATERIAL CHANGES IN FINANCIAL CONDITION

While the Interactive Group and the Capital Group are not separate legal



entities and the assets and liabilities attributed to each group remain assets
and liabilities of our consolidated company, we manage the liquidity and
financial resources of each group separately. Keeping in mind that assets of one
group may be used to satisfy liabilities of the other group, the following
discussion assumes that future liquidity needs of each group will be funded by
the financial resources attributed to each respective group.

The following are potential sources of liquidity for each group to the
extent the identified asset or transaction has been attributed to such group:
available cash balances, cash generated by the operating activities of our
privately-owned subsidiaries (to the extent such cash exceeds the working
capital needs of the subsidiaries and is not otherwise restricted), proceeds
from asset sales, monetization of our public investment portfolio (including
derivatives), debt and equity issuances, and dividend and interest receipts.

INTERACTIVE GROUP. During the nine months ended September 30, 2006, the
Interactive Group's primary uses of cash were the retirement of $1,369 million
principal amount of senior notes that matured in September 2006, funding the
acquisition of Provide ($465 million), repurchases of QVC common stock
($314 million), capital expenditures ($170 million), stock compensation payments
($105 million) and the repurchase of outstanding Liberty Interactive common
stock. In connection with the issuance of our tracking stocks, our board of
directors authorized a share repurchase program pursuant to which we may
repurchase up to $1 billion of outstanding shares of Liberty Interactive Stock
in the open market or in privately negotiated transactions, from time to time,
subject to market conditions. During the period from May 10, 2006 to
September 30, 2006, we repurchased 41.4 million shares of Liberty Interactive
Series A common stock for aggregate cash consideration of $731 million pursuant
to this share repurchase program. Subsequent to September 30, 2006, our board of
directors authorized us to repurchase up to an additional $1 billion of
outstanding shares of Liberty Interactive stock in the open market or in
privately negotiated transactions, subject to market conditions. We may alter or
terminate the stock repurchase program at any time.

The Interactive Group's uses of cash in 2006 were primarily funded with cash
from operations and borrowings under the QVC March 2006 Credit Agreement. As of
September 30, 2006, the Interactive Group had a cash balance of $910 million.

The projected uses of Interactive Group cash for the remainder of 2006
include approximately $105 million for interest payments on QVC debt and parent
debt attributed to the Interactive Group, capital expenditures, additional tax
payments to the Capital Group and additional repurchases of Liberty Interactive
common stock. In addition, we may make additional investments in existing or new
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businesses and attribute such investments to the Interactive Group. However, we
do not have any commitments to make new investments at this time.

Effective March 3, 2006, QVC refinanced its existing bank credit facility
with a new $3.5 billion bank credit facility. The March 2006 Credit Agreement is
comprised of an $800 million U.S. dollar term loan that was drawn at closing, an
$800 million U.S. dollar term loan that was drawn on September 18, 2006, a
$600 million multi-currency term loan that was drawn in U.S. dollars on
September 18, 2006, a $650 million U.S. dollar revolving loan and a
$650 million multi-currency revolving loan. The foregoing multi-currency loans
can be made, at QVC's option, in U.S. dollars, Japanese yen, U.K. pound sterling
or euros. All loans are due and payable on March 3, 2011, and accrue interest,
at the option of QVC, at LIBOR plus an applicable margin or the Alternate Base
Rate, as defined in the March 2006 Credit Agreement, plus an applicable margin.
QVC is required to pay a commitment fee quarterly in arrears on the unused
portion of the commitments.

On October 4, 2006, QVC entered into a new credit agreement, which provides
for an additional unsecured $1.75 billion credit facility, consisting of an
$800 million initial term loan to be made upon closing, which occurred on
October 13, 2006, and $950 million of delayed draw term loans to be made after
closing from time to time upon the request of QVC. The delayed draw term loans
are available until September 30, 2007 and are subject to reductions in the
principal amount available starting on March 31, 2007. The loans will bear
interest at a rate equal to (i) LIBOR for the interest period selected by QVC
plus a margin that varies based on QVC's leverage ratio or (ii) the higher of
the Federal Funds Rate plus 0.50% or the prime rate announced by Wachovia Bank,
N.A. from time to time. The loans are scheduled to mature on October 4, 2011.

Aggregate commitments under the March 2006 Credit Agreement and the
October 2006 Credit Agreement are $5.25 billion. QVC's ability to borrow the
unused capacity is dependent on its continuing compliance with the covenants
contained in the Agreements at the time of, and after giving effect to, a
requested borrowing.

On October 4, 2006, QVC also entered into an Amendment, which amends the
March 2006 Credit Agreement. The Amendment conforms the interest rate for loans
under the March 2006 Credit Agreement to match the interest rate for loans under
the October 2006 Credit Agreement, and amends certain restrictions on the



incurrence of indebtedness and affiliate transactions to match those in the
October 2006 Credit Agreement.

CAPITAL GROUP. During the nine months ended September 30, 2006, the Capital
Group's primary uses of cash were the acquisition of Starz Media ($280 million)
and FUN ($200 million), loans to WildBlue Communications, an equity affiliate
($141 million), and net cash transfers of $293 million to the Interactive Group
prior to the Restructuring. These investing activities were funded with
available cash on hand and proceeds from derivative settlements and asset sales.

The projected uses of Capital Group cash for the remainder of 2006 include
approximately $35 million for interest payments on debt attributed to the
Capital Group. In addition, we may make additional investments in existing or
new businesses and attribute such investments to the Capital Group. However, we
do not have any commitments to make new investments at this time.

In connection with the issuance of our tracking stocks, our board of
directors authorized a share repurchase program pursuant to which we may
repurchase up to $1 billion of outstanding shares of Liberty Capital Stock in
the open market or in privately negotiated transactions, from time to time,
subject to market conditions. We may alter or terminate the stock repurchase
program at any time.

We expect that the Capital Group's investing and financing activities will
be funded with a combination of cash on hand, cash provided by operating
activities, tax payments from the Interactive Group, proceeds from collar
expirations and dispositions of non-strategic assets. At September 30, 2006, the
Capital Group's sources of liquidity include $2,114 million in cash and
marketable debt
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securities and $6,836 million of non-strategic AFS securities including related
derivatives. In addition, we have attributed to the Capital Group
$10,259 million of News Corp. common stock which we consider to be a strategic
asset. To the extent the Capital Group recognizes any taxable gains from the
sale of assets or the expiration of derivative instruments, we may incur current
tax expense and be required to make tax payments, thereby reducing any cash
proceeds attributable to the Capital Group.

Our derivatives related to certain of our AFS investments provide the
Capital Group with an additional source of liquidity. Based on the put price and
assuming we deliver owned or borrowed shares to settle each of the AFS
Derivatives and excluding any provision for income taxes, the Capital Group
would have attributed to its cash proceeds of approximately $385 million in
2007, zero in 2008, $1,180 million in 2009, $1,681 million in 2010 and
$1,312 million thereafter upon settlement of its AFS Derivatives.

Prior to the maturity of the equity collars, the terms of certain of the
equity and narrow-band collars allow borrowings against the future put option
proceeds at LIBOR or LIBOR plus an applicable spread, as the case may be. As of
September 30, 2006, such borrowing capacity aggregated approximately
$4,588 million. Such borrowings would reduce the cash proceeds upon settlement
noted in the preceding paragraph.

OFF-BALANCE SHEET ARRANGEMENTS AND AGGREGATE CONTRACTUAL OBLIGATIONS
CAPITAL GROUP

The following contingencies and obligations have been attributed to the
Capital Groups:

Starz Entertainment has entered into agreements with a number of motion
picture producers which obligate Starz Entertainment to pay fees for the rights
to exhibit certain films that are released by these producers. The unpaid
balance for Programming Fees for films that were available for exhibition by
Starz Entertainment at September 30, 2006 is reflected as a liability in the
accompanying condensed consolidated balance sheet. The balance due as of
September 30, 2006 is payable as follows: $96 million in 2006, $28 million in
2007 and $16 million thereafter.

Starz Entertainment has also contracted to pay Programming Fees for the
rights to exhibit films that have been released theatrically, but are not
available for exhibition by Starz Entertainment until some future date. These
amounts have not been accrued at September 30, 2006. Starz Entertainment's
estimate of amounts payable under these agreements is as follows: $45 million in
2006; $606 million in 2007; $99 million in 2008; $93 million in 2009;
$88 million in 2010 and $98 million thereafter.

In addition, Starz Entertainment is obligated to pay Programming Fees for
all qualifying films that are released theatrically in the United States by
studios owned by The Walt Disney Company through 2009, all gqualifying films that
are released theatrically in the United States by studios owned by Sony Pictures
Entertainment through 2010 and all qualifying films produced for theatrical
release in the United States by Revolution Studios through 2006. Films are



generally available to Starz Entertainment for exhibition 10 - 12 months after
their theatrical release. The Programming Fees to be paid by Starz Entertainment
are based on the quantity and the domestic theatrical exhibition receipts of
qualifying films. As these films have not yet been released in theatres, Starz
Entertainment is unable to estimate the amounts to be paid under these output
agreements. However, such amounts are expected to be significant.

In addition to the foregoing contractual film obligations, each of Disney
and Sony has the right to extend its contract for an additional three years. If
Sony elects to extend its contract, Starz Entertainment has agreed to pay Sony a
total of $190 million in four annual installments of $47.5 million beginning in
2011. This option expires December 31, 2007. If made, such payments to Sony
would be amortized ratably as programming expense over the extension period
beginning in 2011. An extension of this agreement would also result in the
payment by Starz Entertainment of
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Programming Fees for qualifying films released by Sony during the extension
period. If Disney elects to extend its contract, Starz Entertainment would not
be obligated to pay any amounts in excess of its Programming Fees for qualifying
films released by Disney during the extension period. The Disney option expires
December 31, 2007.

Liberty guarantees Starz Entertainment's film licensing obligations under
certain of its studio output agreements. At September 30, 2006, Liberty's
guarantee for studio output obligations for films released by such date
aggregated $716 million. While the guarantee amount for films not yet released
is not determinable, such amount is expected to be significant. As noted above,
Starz Entertainment has recognized the liability for a portion of its
obligations under the output agreements. As this represents a commitment of
Starz Entertainment, a consolidated subsidiary of ours, we have not recorded a
separate liability for our guarantee of these obligations.

From time to time we enter into debt swaps and swap arrangements with
respect to our third-party public and private indebtedness. Under these
arrangements, we initially post collateral with the counterparty equal to a
contractual percentage of the value of the referenced securities. We earn
interest income based upon the face amount and stated interest rate of the
referenced securities, and we pay interest expense at market rates on the amount
funded by the counterparty. In the event the fair value of the underlying debt
securities declines more than a pre-determined amount, we are required to post
cash collateral for the decline, and we record an unrealized loss on financial
instruments. The cash collateral is further adjusted up or down for subsequent
changes in fair value of the underlying debt security. At September 30, 2006,
the aggregate notional amount of debt securities referenced under our debt swap
arrangements, which related to $780 million principal amount of certain of our
publicly-trade debt, was $553 million. As of such date, we had posted cash
collateral equal to $98 million, In the event the fair value of the referenced
debt securities were to fall to zero, we would be required to post additional
cash collateral of $455 million. The posting of such collateral and the related
settlement of the agreements would reduce our outstanding debt by $780 million.

Since the date we issued our exchangeable debentures, we have claimed
interest deductions on such exchangeable debentures for federal income tax
purposes based on the "comparable yield" at which we could have issued a
fixed-rate debenture with similar terms and conditions. In all instances, this
policy has resulted in us claiming interest deductions significantly in excess
of the cash interest currently paid on our exchangeable debentures. In this
regard, we have deducted $2,090 million in cumulative interest expense
associated with the exchangeable debentures since our split-off from AT&T. Of
that amount, $612 million represents cash interest payments. Interest deducted
in prior years on our exchangeable debentures has contributed to NOLs that may
be carried to offset taxable income in 2006 and later years. These NOLs and
current interest deductions on our exchangeable debentures are being used to
offset taxable income currently being generated.

The IRS has issued Technical Advice Memorandums challenging the current
deductibility of interest expense claimed on exchangeable debentures issued by
other companies. The TAMs conclude that such interest expense must be
capitalized as basis to the shares referenced in the exchangeable debentures. If
the IRS were to similarly challenge our tax treatment of these interest
deductions, and ultimately win such challenge, there would be no impact to our
reported total tax expense as the resulting increase in current tax expense
would be offset by a decrease in our deferred tax expense. However, we would be
required to make current federal income tax payments. These federal income tax
payments could prove to be significant.

Pursuant to a tax sharing agreement between us and AT&T when we were a
subsidiary of AT&T, we received a cash payment from AT&T in periods when we
generated taxable losses and such taxable losses were utilized by AT&T to reduce
its consolidated income tax liability. To the extent such losses were not
utilized by AT&T, such amounts were available to reduce federal taxable income
generated by us in future periods, similar to a net operating loss carryforward.
While we were a subsidiary of AT&T,
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we recorded our stand-alone tax provision on a separate return basis. Subsequent
to our split off from AT&T, if adjustments are made to amounts previously paid
under the AT&T Tax Sharing Agreement, such adjustments are reflected as
adjustments to additional paid-in capital. During the period from March 10, 1999
to December 31, 2002, we received cash payments from AT&T aggregating
$670 million as payment for our taxable losses that AT&T utilized to reduce its
income tax liability.

Also, pursuant to the AT&T Tax Sharing Agreement and in connection with the
split off from AT&T, AT&T was required to pay us an amount equal to 35% of the
amount of the net operating losses reflected in TCI's final federal income tax
return that had not been used as an offset to our obligations under the AT&T Tax
Sharing Agreement and that had been, or were reasonably expected to be, utilized
by AT&T. In connection with our split off from AT&T, we received an
$803 million payment for TCI's NOLs and recorded such payment as an increase to
additional paid-in capital. We were not paid for certain of TCI's NOLs due to
limitations and uncertainty regarding AT&T's ability to use them to offset
taxable income in the future. In the event AT&T was ultimately able to use any
of the SRLY NOLs, they would be required to pay us 35% of the amount of the SRLY
NOLs used. In the fourth quarter of 2004 and in connection with the completion
of an IRS audit of TCI's tax return for 1994, it was determined that we were
required to recognize additional taxable income related to the recapitalization
of one of our investments resulting in a tax liability of approximately
$30 million. As a result of the tax assessment, we also received a corresponding
amount of additional tax basis in the investment. However, we were able to cause
AT&T to use a portion of the SRLY NOLs to offset this taxable income, the
benefit of which resulted in the elimination of the $30 million tax liability
and an increase to additional paid-in capital.

In the fourth quarter of 2004, AT&T requested a refund from us of
$70 million, plus accrued interest, relating to losses that it generated in 2002
and 2003 and was able to carry back to offset taxable income previously offset
by our losses. AT&T has asserted that our losses caused AT&T to pay $70 million
in alternative minimum tax that it would not have been otherwise required to pay
had our losses not been included in its return. In 2004, we estimated that we
may ultimately pay AT&T up to $30 million of the requested $70 million because
we believed AT&T received an AMT credit of $40 million against income taxes
resulting from the AMT previously paid. Accordingly, we accrued a $30 million
liability with an offsetting reduction of additional paid-in capital. The net
effect of the completion of the IRS tax audit noted above (including the benefit
derived from AT&T for the utilization of the SRLY NOLs) and our accrual of
amounts due to AT&T was an increase to deferred tax assets and an increase to
other liabilities.

In the fourth quarter of 2005, AT&T requested an additional $21 million
relating to additional losses it generated and was able to carry back to offset
taxable income previously offset by our losses. In addition, the information
provided to us in connection with AT&T's request showed that AT&T had not yet
claimed a credit for AMT previously paid. Accordingly, in the fourth quarter of
2005, we increased our accrual by approximately $40 million (with a
corresponding reduction of additional paid-in capital) representing our estimate
of the amount we may ultimately pay (excluding accrued interest, if any) to AT&T
as a result of this request. Although we have not reduced our accrual for any
future refunds, we believe we are entitled to a refund when AT&T is able to
realize a benefit in the form of a credit for the AMT previously paid.

In March 2006, AT&T requested an additional $21 million relating to
additional losses and IRS audit adjustments that it claims it is able to use to
offset taxable income previously offset by our losses. We have reviewed this
claim and we believe that our accrual as of December 31, 2005 is adequate.
Accordingly, no additional accrual was recorded during the nine months ended
September 30, 2006.

Although for accounting purposes we have accrued a portion of the amounts
claimed by AT&T to be owed by us under the AT&T Tax Sharing Agreement, we
believe there are valid defenses or set-off or similar rights in our favor that
may cause the total amount that we owe AT&T to be less than the
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amounts accrued; and under certain interpretations of the AT&T Tax Sharing
Agreement, we may be entitled to further reimbursements from AT&T.

CAPITAL GROUP AND INTERACTIVE GROUP

In connection with agreements for the sale of certain assets, we typically
retain liabilities that relate to events occurring prior to the sale, such as
tax, environmental, litigation and employment matters. We generally indemnify
the purchaser in the event that a third party asserts a claim against the
purchaser that relates to a liability retained by us. These types of
indemnification guarantees typically extend for a number of years. We are unable
to estimate the maximum potential liability for these types of indemnification



guarantees as the sale agreements typically do not specify a maximum amount and
the amounts are dependent upon the outcome of future contingent events, the
nature and likelihood of which cannot be determined at this time. Historically,
we have not made any significant indemnification payments under such agreements
and no amount has been accrued in the accompanying consolidated financial
statements with respect to these indemnification guarantees.

We have contingent liabilities related to legal and tax proceedings and
other matters arising in the ordinary course of business. Although it is
reasonably possible we may incur losses upon conclusion of such matters, an
estimate of any loss or range of loss cannot be made. In the opinion of
management, it is expected that amounts, if any, which may be required to
satisfy such contingencies will not be material in relation to the accompanying
condensed consolidated financial statements.

RECENT ACCOUNTING PRONOUNCEMENTS

In February 2006, the FASB issued Statement of Financial Accounting
Standards No. 155, "ACCOUNTING FOR CERTAIN HYBRID FINANCIAL INSTRUMENTS, AN
AMENDMENT OF FASB STATEMENTS NO. 133 AND 140." Statement No. 155, among other
things, amends Statement No. 133, and permits fair value remeasurement of hybrid
financial instruments that contain an embedded derivative that otherwise would
require bifurcation. Statement No. 155 is effective after the beginning of an
entity's first fiscal year that begins after September 15, 2006. Under Statement
No. 155, we may elect to account for our senior exchangeable debentures at fair
value rather than bifurcating such debentures into a debt instrument and a
derivative instrument as required by Statement No. 133. We are evaluating the
impact of Statement No. 155 on our financial statements and have not yet made a
determination as to what election we will make with respect to the accounting
for our senior exchangeable derivatives.

In June 2006, the FASB issued FASB Interpretation No. 48, "ACCOUNTING FOR
UNCERTAINTY IN INCOME TAXES, AN INTERPRETATION OF FASB STATEMENT NO. 109."
FIN 48 clarifies the accounting for uncertainty in income taxes recognized in a
company's financial statements, and prescribes a recognition threshold and
measurement attribute for the financial statement recognition and measurement of
a tax position taken or expected to be taken in a tax return. FIN 48 is
effective for fiscal years beginning after December 15, 2006. While we have not
completed our evaluation of the impact of FIN 48 on our financial statements, we
believe that the application of FIN 48 will result in the derecognition of
certain tax liabilities currently reflected in our consolidated balance sheet
with a corresponding decrease to our accumulated deficit. We are unable to
quantify the amount of these adjustments at this time.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to market risk in the normal course of business due to our
ongoing investing and financing activities and our subsidiaries in different
foreign countries. Market risk refers to the risk of loss arising from adverse
changes in stock prices, interest rates and foreign currency exchange rates. The
risk of loss can be assessed from the perspective of adverse changes in fair
values, cash flows and future earnings. We have established policies, procedures
and internal processes governing our management of market risks and the use of
financial instruments to manage our exposure to such risks.
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We are exposed to changes in interest rates primarily as a result of our
borrowing and investment activities, which include investments in fixed and
floating rate debt instruments and borrowings used to maintain liquidity and to
fund business operations. The nature and amount of our long-term and short-term
debt are expected to vary as a result of future requirements, market conditions
and other factors. We manage our exposure to interest rates by maintaining what
we believe is an appropriate mix of fixed and variable rate debt. We believe
this best protects us from interest rate risk. We have achieved this mix by
(i) issuing fixed-rate debt that we believe has a low stated interest rate and
significant term to maturity and (ii) issuing variable rate debt with
appropriate maturities and interest rates. As of September 30, 2006, the face
amount of the Interactive Group's fixed rate debt (considering the effects of
interest rate swap agreements) was $3,979 million, which had a weighted average
interest rate of 7.02%. The Interactive Group's variable rate debt of
$2,375 million had a weighted average interest rate of 5.84% at September 30,
2006. As of September 30, 2006, the face amount of the Capital Group's fixed
rate debt was $4,584 million, which had a weighted average interest rate of
2.56%.

Each of the Interactive Group and the Capital Group are exposed to changes
in stock prices primarily as a result of our significant holdings in publicly
traded securities. We continually monitor changes in stock markets, in general,
and changes in the stock prices of our holdings, specifically. We believe that
changes in stock prices can be expected to vary as a result of general market
conditions, technological changes, specific industry changes and other factors.
We use equity collars, put spread collars, narrow-band collars, written put and
call options and other financial instruments to manage market risk associated
with certain investment positions. These instruments are recorded at fair value



based on option pricing models.

Among other factors, changes in the market prices of the securities
underlying our AFS Derivatives affect the fair market value of such AFS
Derivatives. The following table illustrates the impact that changes in the
market price of the securities underlying our equity collars that have been
attributed to the Capital Group would have on the fair market value of such
derivatives. Such changes in fair market value would be included in realized and
unrealized gains (losses) on financial instruments in our statement of
operations (amounts in millions).

<Table>
<Caption>
ESTIMATED AGGREGATE
FAIR VALUE OF
EQUITY COLLARS
<S> <C>
Fair value at September 30, 2006.. ...t utitieieneeennnnnnnnn $1,008
5% increase in market pPrices......iiiiii ittt $ 885
10% increase in market Prices.........ieiiiiiiiintnnienennns S 760
5% decrease in market pPrices......iiiiii ittt $1,130
10% decrease in market PricCes.........iiiiiii i nnenennns $1,251
</Table>

At September 30, 2006, the fair value of our AFS securities attributed to
the Interactive Group was $1,991 million and the fair value of our AFS
securities attributed to the Capital Group was $18,270 million. Had the market
price of such securities been 10% lower at September 30, 2006, the aggregate
value of such securities would have been $199 million and $1,827 million lower,
respectively, resulting in a decrease to unrealized holding gains in other
comprehensive earnings (loss). The decrease attributable to the Capital Group
would be partially offset by an increase in the value of our AFS Derivatives as
noted in the table above.

In connection with certain of our AFS Derivatives, we periodically borrow
shares of the underlying securities from a counterparty and delivers these
borrowed shares in settlement of maturing derivative positions. In these
transactions, a similar number of shares that we have attributed to the Capital
Group have been posted as collateral with the counterparty. These share
borrowing arrangements can be terminated at any time at our option by delivering
shares to the counterparty. The counterparty can
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terminate these arrangements upon the occurrence of certain events which limit
the trading volume of the underlying security. The liability under these share
borrowing arrangements is marked to market each reporting period with changes in
value recorded in unrealized gains or losses in the Capital Group's attributed
statement of operations. The shares posted as collateral under these
arrangements continue to be treated as AFS securities and are marked to market
each reporting period with changes in value recorded as unrealized gains or
losses in other comprehensive earnings.

The Interactive Group is exposed to foreign exchange rate fluctuations
related primarily to the monetary assets and liabilities and the financial
results of QVC's foreign subsidiaries. Assets and liabilities of foreign
subsidiaries for which the functional currency is the local currency are
translated into U.S. dollars at period-end exchange rates and the statements of
operations are generally translated at the average exchange rate for the period.
Exchange rate fluctuations on translating foreign currency financial statements
into U.S. dollars that result in unrealized gains or losses are referred to as
translation adjustments. Cumulative translation adjustments are recorded in
other comprehensive earnings (loss) as a separate component of stockholders'
equity. Transactions denominated in currencies other than the functional
currency are recorded based on exchange rates at the time such transactions
arise. Subsequent changes in exchange rates result in transaction gains and
losses, which are reflected in income as unrealized (based on period-end
translations) or realized upon settlement of the transactions. Cash flows from
our operations in foreign countries are generally translated at the average rate
for the period. Accordingly, the Interactive Group may experience economic loss
and a negative impact on earnings and equity with respect to our holdings solely
as a result of foreign currency exchange rate fluctuations.

We periodically assess the effectiveness of our derivative financial
instruments. With regard to interest rate swaps, we monitor 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. We believe that
any losses incurred with regard to interest rate swaps would be offset by the
effects of interest rate movements on the underlying debt facilities. With
regard to equity collars, we monitor historical market trends relative to values
currently present in the market. We believe that any unrealized losses incurred
with regard to equity collars and swaps would be offset by the effects of fair
value changes on the underlying assets. These measures allow our management to
measure the success of its use of derivative instruments and to determine when



to enter into or exit from derivative instruments.

Our derivative instruments are executed with counterparties who are well
known major financial institutions with high credit ratings. While we believe
these derivative instruments effectively manage the risks highlighted above,
they are subject to counterparty credit risk. Counterparty credit risk is the
risk that the counterparty is unable to perform under the terms of the
derivative instrument upon settlement of the derivative instrument. To protect
ourselves against credit risk associated with these counterparties we generally:

- execute our derivative instruments with several different counterparties,
and

- execute equity derivative instrument agreements which contain a provision
that requires the counterparty to post the "in the money" portion of the
derivative instrument into a cash collateral account for our benefit, if
the respective counterparty's credit rating for its senior unsecured debt
were to reach certain levels, generally a rating that is below Standard &
Poor's rating of A- and/or Moody's rating of A3.

Due to the importance of these derivative instruments to our risk management
strategy, we actively monitor the creditworthiness of each of these
counterparties. Based on our analysis, we currently consider nonperformance by
any of our counterparties to be unlikely.
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INTERACTIVE GROUP

On May 9, 2006, our stockholders approved the Restructuring which, among
other things, resulted in the creation of two tracking stocks, one of which is
intended to reflect the separate performance of the Interactive Group. The
Interactive Group consists of our subsidiaries QVC, Provide and BuySeasons, our
interests in IAC/InterActiveCorp and Expedia and $3,108 million principal amount
(as of September 30, 2006) of our existing publicly-traded debt.

The following discussion and analysis provides information concerning the
results of operations and financial condition of the Interactive Group. Although
the Restructuring was not completed until May 9, 2006, the following discussion
is presented as though the Restructuring had been completed on January 1, 2005.
The results of operations of Provide and BuySeasons are included in Corporate
and Other since their respective date of acquisition in the tables below.
Fluctuations in Corporate and Other from 2005 to 2006 are due primarily to the
acquisitions of Provide and BuySeasons in 2006. This discussion should be read
in conjunction with (1) our condensed consolidated financial statements and
notes thereto included elsewhere in this Quarterly Report on Form 10-Q and
(2) the Attributed Financial Information for Tracking Stock Groups filed as
Exhibit 99.1 to this Quarterly Report on Form 10-Q.

MATERIAL CHANGES IN RESULTS OF OPERATIONS

<Table>
<Caption>
THREE MONTHS NINE MONTHS
ENDED ENDED
SEPTEMBER 30, SEPTEMBER 30,
2006 2005 2006 2005
AMOUNTS IN MILLIONS
<S> <C> <C> <C> <C>
REVENUE
OV C e e et et et e e e e e e e e e e et $1,653 1,475 4,838 4,418
Corporate and Other....... ... 40 -= 178 -
$1,693 1,475 5,016 4,418
OPERATING CASH FLOW (DEFICIT)
OV C e e et et et e e e e e e e e e e et $ 366 306 1,099 953
Corporate and Other....... ... (1) (1) 16 (3)
$ 365 305 1,115 950
OPERATING INCOME (LOSS)
OV C e e et et e e e e e e e e e e e e ettt s 257 179 711 572
Corporate and Other....... ... (7) (1) - (3)
$ 250 178 711 569

</Table>

QVC. QVC is a retailer of a wide range of consumer products, which are
marketed and sold primarily by merchandise-focused televised shopping programs
and, to a lesser extent, via the Internet. In the United States, the program is
aired live through its nationally televised shopping network--24 hours a day,



7 days a week ("QVC-US").
services based in the United Kingdom

Internationally,

("QVC-UK"), Germany

Japan ("QVC-Japan"). QVC-UK broadcasts 24 hours a day with 17 hours of live

programming, and QVC-Germany and QVC-Japan each broadcast live 24 hours a day.
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QVC's operating results are as follows:

THREE MONTHS
ENDED
SEPTEMBER 30,

<Table>
<Caption>
2006
<S> <C>
Net FOVENUE . t v ittt ettt et tet et teeteeneenenn $ 1,653
COSt Of SAlES .t ittt ittt ettt ettt e e e (1,040)
Gross profit. ...t e 613
Operating EXPeNSEeS . v vttt tneneeetenennnens (139)
SG&A expenses (excluding stock-based
compensation) « vttt e e e e (108)
Operating cash flow....... ... 366

Stock-based compensation--SG&A............... 10

and

AMOUNTS IN MILLIONS

<C> <C>

1,475 4,838
(942) (3,018)
533 1,820
(129) (408)
(98) (313)
306 1,099
(10) (31)
(117) (357)
179 711

QVC has electronic retailing program
("QVC-Germany"

NINE MONTHS
ENDED
SEPTEMBER 30,

Depreciation and amortization................ (119)
Operating INCOMEe. .« v vttt ittt eeeennnn $ 257
</Table>

Net revenue includes the following revenue by geographical area:

THREE MONTHS
ENDED
SEPTEMBER 30,

NINE MONTHS

ENDED

SEPTEMBER 30,

AMOUNTS IN MILLIONS

<C> <C>
1,039 3,379
129 415
178 587
129 457
1,475 4,838

<Table>
<Caption>
2006

<S> <C>
L 1 $1,151
L0 144
QVC—GEIIMANY ¢ v v v e et e e e e e e e aoesenasesensenasssens 202
(0T GRS = < = o 156

Consolidated. i vttt ittt ettt $1,653
</Table>

QVC's consolidated net revenue increased 12.1% and 9.5% during the three and

nine months ended September 30, 2006, respectively,

corresponding prior year periods.

shipped from 35.3 million to 38.3 million,
increase in the average sales price per unit ("ASP")
due to favorable foreign currency rates as the U.S.
UK pound sterling and the euro.

as compared to the

The three month increase in revenue is

comprised of a $147 million increase due to an increase in the number of units

a $50 million increase due to a 3.1%
and a $9 million increase

dollar weakened against the

The revenue increases were partially offset by a

$28 million decrease due primarily to an increase in estimated product returns.

The nine month increase in revenue is comprised of a $464 million increase due

to an increase in the number of units shipped from 105.6 million to

114.6 million and a $26 million increase due to a 1.4%

increase in the ASP.

revenue increases were partially offset by a $48 million decrease due to

unfavorable foreign currency rates and a $22 million decrease due primarily to
Returns as a percent of gross product

an increase in estimated product returns.

revenue remained constant at 19.2% for the three month periods and increased

from 18.7% for the nine months ended September 30,

2005 to 19.3%

The

in 2006 due to

a shift in the sales mix from home products to apparel and accessories products,

which typically have higher return rates.
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The number of homes receiving QVC's services are as follows:

<Table>
<Caption>

HOMES

(IN MILLIONS)

SEPTEMBER 30,

DECEMBER 31,



<S> <C> <C>
[T 1 90.3 90.0
L0 19.0 17.8
OV C—GEIIMANY ¢ 4 v v ettt e e e e e e asosenasssesnenaeesesennnas 37.8 37.4
[0TSR < = o 18.2 16.7
</Table>

The QVC service is already received by substantially all of the cable
television and direct broadcast satellite homes in the U.S. and Germany. In
addition, the rate of growth in homes receiving the service is expected to
diminish in the UK and Japan. As these markets continue to mature, QVC also
expects its consolidated rate of growth in revenue to diminish. Future sales
growth will primarily depend on continued additions of new customers from homes
already receiving the QVC service, continued growth in sales to existing
customers and growth in the number of cable and direct broadcast satellite
homes. QVC's future sales may also be affected by (i) the willingness of cable
and satellite distributors to continue carrying QVC's programming service,

(ii) QVC's ability to maintain favorable channel positioning, which may become
more difficult as distributors convert analog customers to digital,

(iii) changes in television viewing habits because of personal video recorders,
video-on-demand and IP television and (iv) general economic conditions.

As noted above, during the three and nine months ended September 30, 2006,
the changes in revenue and expenses were also impacted by fluctuations in the
exchange rates for the UK pound sterling, the euro and the Japanese yen. In the
event the U.S. dollar strengthens against these foreign currencies in the
future, QVC's reported revenue and operating cash flow will be negatively
impacted. The percentage increase in revenue for each of QVC's geographic areas
in U.S. dollars and in local currency is as follows:

<Table>
<Caption>
PERCENTAGE INCREASE IN NET REVENUE
THREE MONTHS ENDED NINE MONTHS ENDED
SEPTEMBER 30, 2006 SEPTEMBER 30, 2006
U.S. DOLLARS LOCAL CURRENCY U.S. DOLLARS LOCAL CURRENCY

<S> <C> <C> <C> <C>
OVC=US .t ittt ettt et i e eaeen 10.8% 10.8% 9.1% 9.1%
QVC-UK. s vttt it e iieiiieia e 11.6% 5.8% 7.0% 8.3%
QVC—GEermany . .uoeeeeeeeenaennn 13.5% 8.4% 5.4% 6.9%
QVC—Japan. ..o veueeneennennenens 20.9% 26.9% 21.9% 30.9%
</Table>

QVC's gross profit percentage increased 95 and 50 basis points during the
three and nine months ending September 30, 2006, respectively, as compared to
the corresponding prior year periods. The increases for both periods are due to
higher initial margins due to a shift in the sales mix from home products to
higher margin apparel and accessories products and to a lower inventory
obsolescence provision for the nine-month period.

QVC's operating expenses are principally comprised of commissions, order
processing and customer service expenses, provision for doubtful accounts,
telecommunications expense and credit card processing fees. Operating expenses
increased 7.8% and 5.2% for the three and nine months ended September 30, 2006,
respectively, as compared to the corresponding prior year periods. These
increases are primarily due to the increases in sales volume. As a percentage of
net revenue, operating expenses decreased to 8.4% for the three months ended
September 30, 2006 from 8.7% for the comparable period in 2005 and decreased to
8.4% from 8.8% for the nine-month period. As a percentage of net revenue,
commissions and license fees decreased due to a greater percentage of Internet
sales for which lower commissions are required to be paid. In addition,
commission and license fee expense
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decreased as a percentage of net revenue in QVC-Japan where certain distributors
are paid the greater of (i) a fixed fee per subscriber and (ii) a specified
percentage of sales. In the first quarter of 2006, more distributors started to
receive payments based on sales volume rather than a fixed fee per subscriber.
The bad debt provision decreased as a percentage of net revenue in both periods
due to lower write-offs on the Company's private label credit card. As a percent
of net revenue, order processing and customer service expenses decreased in both
periods due to increased Internet sales, the higher ASP and efficiencies in call
staffing. Telecommunications expense and credit card processing fees remained
consistent as a percent of net revenue in 2006 as compared to 2005.

QVC's SG&A expenses include personnel, information technology, marketing and
advertising expenses. Due to the fixed cost and discretionary nature of many of
these expenses, SG&A expenses increased at a lower rate than revenue for the
three and nine months ended September 30, 2006, as compared to the corresponding



prior year periods.

<Page>
CAPITAL GROUP

The other tracking stock created in the Restructuring is intended to reflect
the separate performance of the Capital Group. The Capital Group is comprised of
our subsidiaries and assets not attributed to the Interactive Group, including
controlling interests in Starz Entertainment, FUN, TruePosition, Starz Media, On
Command, and OpenTV, as well as minority investments in News Corporation, Time
Warner Inc., Sprint Nextel Corporation and other public and private companies
and $4,580 million principal amount (as of September 30, 2006) of our existing
publicly-traded debt.

We acquired the U.S. and U.K. operations of Starz Media from IDT Corporation
("IDT") on August 24, 2006, and the Canadian and Australian operations on
September 29, 2006. The aggregate consideration was valued for accounting
purposes at $515 million and was comprised of 14.9 million shares of IDT
Class B common stock, 7,500 shares of IDT Telecom, Inc., a subsidiary of IDT,
and $280 million in cash. Starz Media's operations include animated feature film
production, proprietary live action and animated series production, contracted
2D animation production and DVD distribution.

The following discussion and analysis provides information concerning the
attributed results of operations and financial condition of the Capital Group.
Although the Restructuring was not completed until May 9, 2006, the following
discussion is presented as though the Restructuring had been completed on
January 1, 2005. This discussion should be read in conjunction with (1) our
condensed consolidated financial statements and notes thereto included elsewhere
in this Quarterly Report on Form 10-Q and (2) the Attributed Financial
Information for Tracking Stock Groups filed as Exhibit 99.1 to this Quarterly
Report on Form 10-Q.

MATERIAL CHANGES IN RESULTS OF OPERATIONS

<Table>
<Caption>
THREE MONTHS NINE MONTHS
ENDED ENDED
SEPTEMBER 30, SEPTEMBER 30,
2006 2005 2006 2005
AMOUNTS IN MILLIONS
<S> <C> <C> <C> <C>
REVENUE
Starz Entertainment............oiiiiiiiiininn.. $253 245 776 757
Corporate and Other....... ...t 157 130 401 335
$410 375 1,177 1,092
OPERATING CASH FLOW (DEFICIT)
Starz Entertainment............oiiiiiiiiiiinn.. $ 45 47 136 142
Corporate and Other....... ..., (1o) 4 (11) (6)
$ 29 51 125 136
OPERATING INCOME (LOSS)
Starz Entertainment............oiuiiiiiiiiiinn.. $ 40 35 117 107
Corporate and Other....... ..., (61) (35) (139) (109
$(21) - (22) (2)

</Table>

REVENUE. The Capital Group's combined revenue increased $35 million or 9.3%
and $85 million or 7.8% for the three and nine months ended September 30, 2006,
respectively, as compared to the corresponding prior year periods. In addition
to the increases for Starz Entertainment, these increases are due to
$13 million and $26 million attributable to FUN, which we acquired in
March 2006 and $23 million generated by Starz Media, which we acquired in
August 2006.

OPERATING CASH FLOW. The Capital Group's Operating Cash Flow decreased
$22 million or 43.1% and $11 million or 8.1% during the three and nine months
ended September 30, 2006, respectively, as
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compared to the corresponding prior year periods. These decreases are due
primarily to an operating cash flow deficit generated by Starz Media
($16 million) .

OPERATING INCOME. The Capital Group's operating loss increased $21 million



and $20 million for the three and nine months ended September 30, 2006 and 2005,
respectively, as compared to the corresponding prior year periods. Improvements
in operating income for TruePosition, Starz Entertainment and On Command were
more than offset by operating losses for Starz Media and FUN.

INCOME TAXES. For the nine months ended September 30, 2006, the Capital
Group had an effective tax rate of 22.0%. Such rate is less than the U.S.
federal rate of 35% due to a deferred tax benefit recognized in the first
quarter. Late in the first quarter of 2006, we decided to effect a restructuring
transaction which was effective on April 1, 2006, and which enabled us to
include TruePosition in our Federal consolidated tax group on a prospective
basis. As a result of this decision and considering our overall tax position, we
reversed $89 million of valuation allowance recorded against TruePosition's net
deferred tax assets into the Capital Group's attributed statement of operations
as a deferred tax benefit in the first quarter of 2006. This valuation allowance
did not relate to net operating loss carryforwards or some other future tax
deduction of TruePosition, but rather related to temporary differences caused by
revenue and cost amounts that were recognized for tax purposes in prior periods,
but have been deferred for financial reporting purposes until future periods.
Such deferred tax benefit was partially offset by tax expense on the gain on
sale of Court TV for which we had higher book basis than tax basis. The Capital
Group's effective tax rate was 67.1% for the nine months ended September 30,
2005. In the third quarter of 2005, we assessed our weighted average state tax
rate in connection with our spin off of DHC. As a result of this assessment, we
decreased our state tax rate used in calculating the amount of our deferred tax
liabilities and recognized a deferred income tax benefit of $119 million.

NET EARNINGS (LOSS). The Capital Group's net earnings (loss) was
$287 million and $(82) million for the nine months ended September 30, 2006 and
2005, respectively. Such change is due to the aforementioned fluctuations in
revenue and expenses. In addition, the Capital Group recognized $27 million of
earnings from discontinued operations in 2005.

STARZ ENTERTAINMENT. Historically, Starz Entertainment has provided premium
programming distributed by cable operators, direct-to-home satellite providers
and other distributors throughout the United States. In 2004 and 2005, Starz
Entertainment launched, via the Internet, Starz Ticket and Vongo which are
comprised of a stream of the Starz channel and other movie and entertainment
content on an on-demand basis. Starz Ticket and Vongo are each offered on a
subscription basis, and in addition, Vongo offers content on a pay-per-view
basis. Notwithstanding the launches of these new services, substantially all of
Starz Entertainment's revenue continues to be derived from the delivery of
movies to subscribers under affiliation agreements with television video
programming distributors. Some of Starz Entertainment's affiliation agreements
provide for payments to Starz Entertainment based on the number of subscribers
that receive Starz Entertainment's services. Starz Entertainment also has
fixed-rate affiliation agreements with certain of its customers. Pursuant to
these agreements, the customers generally pay an agreed-upon rate regardless of
the number of subscribers. The agreed-upon rate is contractually increased
annually or semi-annually as the case may be, and these agreements, other than
the Comcast agreement described below, expire in 2006 through 2008. During the
nine months ended September 30, 2006, 57.3% of Starz Entertainment's revenue was
generated by its three largest customers, Comcast, Echostar Communications and
DirecTV. Starz Entertainment has entered into a new affiliation agreement with
Echostar which expires in June 2009. Starz Entertainment's affiliation agreement
with DirecTV expired June 30, 2006, and Starz Entertainment is currently in
negotiations with DirecTV regarding a new agreement. There can be no assurance
that any new agreement with DirecTV will have economic terms comparable to the
old agreement. Starz Entertainment continues to recognize revenue from DirecTV
based on the pattern of cash payments received from DirecTV.
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Starz Entertainment's affiliation agreements generally do not provide for
the inclusion of its services in specific programming packages of the
distributors. The previous affiliation agreement with Comcast, however, did
include a short-term packaging commitment to carry the Encore and Thematic
Multiplex channels (EMP) in specified digital tiers on Comcast's cable systems.
The affiliation agreement originally expired at the end of 2010, and Comcast's
packaging commitment expired at the end of 2005. In the second quarter of 2005,
Starz Entertainment and Comcast renegotiated their affiliation agreement. The
new agreement eliminates Comcast's packaging commitment for EMP and provides for
a fixed fee payment structure, with certain Consumer Price Index ("CPI")
adjustments, for EMP through September 2009. The agreement also provides for a
guaranteed payment structure for Comcast's carriage of Starz through
December 2012 with contractual increases for 2006 and 2007 and annual CPI
adjustments for the remainder of the term. The foregoing payment structure for
EMP and Starz may be adjusted in the event Comcast acquires or disposes of cable
systems. Finally, Comcast agreed to the elimination of certain future marketing
support commitments from Starz Entertainment. As a result of this new agreement,
Starz Entertainment's future revenue from Comcast for its EMP and Starz products
will not be impacted by any increases or decreases in actual subscribers, except
in the case of acquisitions or dispositions noted above. The terms of the EMP
and Starz payment structures can be extended by Comcast, at its option, for a
total of six years and five years, respectively.



Starz Entertainment's operating results are as follows:

<Table>
<Caption>
THREE MONTHS NINE MONTHS
ENDED ENDED
SEPTEMBER 30, SEPTEMBER 30,
2006 2005 2006 2005
AMOUNTS IN MILLIONS
<S> <C> <C> <C> <C>
REVEIMUE . 4 ettt ettt it ettt et ettt ettt ettt $ 253 245 776 757
Operating EXPENSES . i v it v it et et neseeenaneneenenn (182) (171) (559) (522)
SGEA EXPENSES e v v v v vt ettt e s e naeesesenaee e (26) (27) (81) (93)
Operating cash flow.......ii e ennn 45 47 136 142
Depreciation and amortization..................... (5) (12) (19) (35)
Operating INCoOmMe. .. .v vttt ittt et e e e S 40 35 117 107
</Table>

Starz Entertainment's revenue increased $8 million or 3.3% and $19 million
or 2.5% for the three and nine months ended September 30, 2006, respectively, as
compared to the corresponding prior year periods. The three month increase is
due to a $15 million increase resulting from growth in the average number of
subscription units for Starz Entertainment's services partially offset by an
$7 million decrease due to a decrease in the effective rate for Starz
Entertainment's services. The nine month increase is due to a $37 million
increase resulting from growth in the average number of subscription units for
Starz Entertainment's services partially offset by a $18 million decrease due to
a decrease in the effective rate for Starz Entertainment's services.

Starz Entertainment's Starz movie service and its Encore movie service are
the primary drivers of Starz Entertainment's revenue. Starz average
subscriptions increased 7.0% and 4.6% for the three and nine months ended
September 30, 2006, respectively, and Encore average subscriptions increased
7.1% and 6.8%. The effects of these increases in subscription units are somewhat
mitigated by the fixed-rate affiliation agreements that Starz Entertainment has
entered into in recent years.

At September 30, 2006, cable, DTH satellite, and other distribution media
represented 67.2%, 31.2% and 1.6%, respectively, of Starz Entertainment's total
subscription units.

Starz Entertainment's operating expenses increased 6.4% and 7.1% for the
three and nine months ended September 30, 2006, respectively, due primarily to
increases in programming costs, which increased from $161 million for the three
months ended September 30, 2005 to $173 million in 2006

I-52
<Page>
and from $493 million for the nine months ended September 30, 2005 to
$532 million in 2006. The increases in programming costs are due primarily to
$16 million and $48 million of additional amortization of deposits previously
made under certain of its output arrangements. Such amortization was partially
offset by a decrease in programming costs due to a lower percentage of first-run
movie exhibitions (which have a relatively higher cost per title) as compared to
the number of library product exhibitions.

Starz Entertainment expects that its full-year programming costs in 2006
will be 5%-7% higher than the 2005 costs due to the amortization described
above. This estimate is subject to a number of assumptions that could change
depending on the number and timing of movie titles actually becoming available
to Starz Entertainment and their ultimate box office performance. Accordingly,
the actual amount of cost increases experienced by Starz Entertainment may
differ from the amounts noted above.

Starz Entertainment's SG&A expenses decreased 3.7% and 12.9% for the three
and nine months ended September 30, 2006, respectively, as compared to the
corresponding prior year periods. The nine-month decrease is due primarily to
lower sales and marketing expenses of $13 million due to the elimination of
certain marketing support commitments under the Comcast affiliation agreement
and less marketing activity with other affiliates, partially offset by marketing
expenses related to the commercial launch of Vongo.

ITEM 4. CONTROLS AND PROCEDURES

In accordance with Exchange Act Rules 13a-15 and 15d-15, the Company carried
out an evaluation, under the supervision and with the participation of
management, including its chief executive officer, principal accounting officer
and principal financial officer (the "Executives"), of the effectiveness of its
disclosure controls and procedures as of the end of the period covered by this



report. Based on that evaluation, the Executives concluded that the Company's
disclosure controls and procedures were effective as of September 30, 2006 to
provide reasonable assurance that information required to be disclosed in its
reports filed or submitted under the Exchange Act is recorded, processed,
summarized and reported within the time periods specified in the Securities and
Exchange Commission's rules and forms.

There has been no change in the Company's internal controls over financial
reporting identified in connection with the evaluation described above that
occurred during the three months ended September 30, 2006 that has materially
affected, or is reasonably likely to materially affect, its internal controls
over financial reporting.
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PART II--OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

For information regarding institution of, or material changes in, material
legal proceedings that have been reported this fiscal year, reference is made to
Part II, Item 1 of the Quarterly Report on Form 10-Q filed by Liberty on
August 9, 2006, Part II, Item 1 of the Quarterly Report on Form 10-Q filed by
0ld Liberty on May 8, 2006 and Part I, Item 3 of the Annual Report on Form 10-K
filed by 0ld Liberty on March 8, 2006. There have been no material developments
in such legal proceedings during the three months ended September 30, 2006.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

(a) N/A

(b) N/A

(c) Purchases of Equity Securities by the Issuer

<Table>
<Caption>
LIBERTY INTERACTIVE SERIES A COMMON STOCK
(D)
MAXIMUM NUMBER
(C) (OR APPROXIMATE DOLLAR
(A) (B) TOTAL NUMBER OF VALUE) OF SHARES THAT
TOTAL NUMBER AVERAGE SHARES PURCHASED AS PART MAY YET BE PURCHASED
OF SHARES PRICE PAID PER OF PUBLICLY ANNOUNCED UNDER THE PLANS OR
PERIOD PURCHASED SHARE PLANS OR PROGRAMS PROGRAMS
<S> <C> <C> <C> <C>
July 2006....cviiiinnnn... 10,926,503 $17.01 10,926,503 $474.1 million
August 2006.............. .. 6,390,174 $17.37 6,390,174 $363.1 million
September 2006............. 4,852,202 $19.33 4,852,202 $269.3 million
</Table>

Liberty's program to repurchase shares of Liberty Interactive common stock was
approved by its board of directors and disclosed in its 2006 Annual Proxy dated
April 7, 2006. Under the repurchase program, Liberty may purchase shares of
Liberty Interactive common stock for an aggregate purchase price of up to

$1 billion. Liberty may alter or terminate the program at any time.
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ITEM 6. EXHIBITS
(a) Exhibits

Listed below are the exhibits which are filed as a part of this Report
(according to the number assigned to them in Item 601 of Regulation S-K):

<Table>
<S>  <C> <C> <C>
4 Instruments Defining the Rights of Security Holders:

4.1 Credit Agreement dated as of October 4, 2006 among QVC,
Wachovia Bank, N.A., as administrative agent, Bank of
America, N.A. and J.P. Morgan Securities Inc., as
syndication agents, and the lenders party thereto from time
to time incorporated by reference to Exhibit 99.1 to Liberty
Media Corporation's Current Report on Form 8-K dated
October 4, 2006, as filed on October 10, 2006 (the
"October 4 8-K") (Commission File No. 000-51990).

4.2 Amendment dated October 4, 2006 to the Credit Agreement
dated March 3, 2006 among QVC, JPMorgan Chase Bank, N.A., as



administrative agent, Wachovia Capital Markets, LLC, as
syndication agent, and the lenders party thereto from time
to time, incorporated by reference to Exhibit 99.2 to the
October 4 8-K.

31.1 Rule 13a-14(a)/15d-14(a) Certification*

31.2 Rule 13a-14(a)/15d-14(a) Certification*

31.3 Rule 13a-14(a)/15d-14(a) Certification*

32 Section 1350 Certification*

99.1 Attributed Financial Information for Tracking Stock Groups*
</Table>

* Filed herewith
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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.

<Table>
<S> <C> <C>
LIBERTY MEDIA CORPORATION
Date: November 6, 2006 By: /s/ CHARLES Y. TANABE
Charles Y. Tanabe
SENIOR VICE PRESIDENT AND GENERAL COUNSEL
Date: November 6, 2006 By: /s/ DAVID J.A. FLOWERS
David J.A. Flowers
SENIOR VICE PRESIDENT AND TREASURER
(PRINCIPAL FINANCIAL OFFICER)
Date: November 6, 2006 By: /s/ CHRISTOPHER W. SHEAN
Christopher W. Shean
SENIOR VICE PRESIDENT AND CONTROLLER
(PRINCIPAL ACCOUNTING OFFICER)
</Table>
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EXHIBIT INDEX

Listed below are the exhibits which are filed as a part of this Report
(according to the number assigned to them in Item 601 of Regulation S-K):

<Table>
<S> <C> <C> <C>
4 Instruments Defining the Rights of Security Holders:

4.1 Credit Agreement dated as of October 4, 2006 among QVC,
Wachovia Bank, N.A., as administrative agent, Bank of
America, N.A. and J.P. Morgan Securities Inc., as
syndication agents, and the lenders party thereto from time
to time incorporated by reference to Exhibit 99.1 to Liberty
Media Corporation's Current Report on Form 8-K dated
October 4, 2006, as filed on October 10, 2006 (the
"October 4 8-K") (Commission File No. 000-51990).

4.2 Amendment dated October 4, 2006 to the Credit Agreement
dated March 3, 2006 among QVC, JPMorgan Chase Bank, N.A., as
administrative agent, Wachovia Capital Markets, LLC, as
syndication agent, and the lenders party thereto from time
to time, incorporated by reference to Exhibit 99.2 to the
October 4 8-K.

31.1 Rule 13a-14(a)/15d-14(a) Certification*
31.2 Rule 13a-14(a)/15d-14(a) Certification*
31.3 Rule 13a-14(a)/15d-14(a) Certification*

32 Section 1350 Certification*



99.1 Attributed Financial Information for Tracking Stock Groups*
</Table>

* Filed herewith
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EXHIBIT 31.1

CERTIFICATION
I, Gregory B. Maffei, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Liberty Media
Corporation;

2. Based on my knowledge, this quarterly report does not contain any untrue
statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this quarterly
report;

3. Based on my knowledge, the financial statements and other financial
information included in this quarterly report fairly present in all material
respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this quarterly report;

4. The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and we have:

a) designed such disclosure controls and procedures, or caused such
disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this quarterly report is
being prepared;

b) designed such internal control over financial reporting, or caused
such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls
and procedures and presented in this quarterly report our conclusions about
the effectiveness of the disclosure controls and procedures as of the end of
the period covered by this quarterly report based on such evaluation; and

d) disclosed in this quarterly report any change in the registrant's
internal control over financial reporting that occurred during the
registrant's most recent fiscal quarter (the registrant's fourth fiscal
quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant's internal control
over financial reporting; and

5. The registrant's other certifying officers and I have disclosed, based
on our most recent evaluation of internal control over financial reporting, to
the registrant's auditors and the audit committee of the registrant's board of
directors (or persons performing the equivalent function):

a) all significant deficiencies and material weaknesses in the design
or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record,
process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's internal
control over financial reporting.

<Table>
<S> <C>
Date: November 6, 2006

/s/ GREGORY B. MAFFEI
Gregory B. Maffei

President and Chief Executive Officer
</Table>



<Page>
EXHIBIT 31.2

CERTIFICATION
I, David J.A. Flowers, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Liberty Media
Corporation;

2. Based on my knowledge, this quarterly report does not contain any untrue
statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this quarterly
report;

3. Based on my knowledge, the financial statements and other financial
information included in this quarterly report fairly present in all material
respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this quarterly report;

4. The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and we have:

a) designed such disclosure controls and procedures, or caused such
disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this quarterly report is
being prepared;

b) designed such internal control over financial reporting, or caused
such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls
and procedures and presented in this quarterly report our conclusions about
the effectiveness of the disclosure controls and procedures as of the end of
the period covered by this quarterly report based on such evaluation; and

d) disclosed in this quarterly report any change in the registrant's
internal control over financial reporting that occurred during the
registrant's most recent fiscal quarter (the registrant's fourth fiscal
quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant's internal control
over financial reporting; and

5. The registrant's other certifying officers and I have disclosed, based
on our most recent evaluation of internal control over financial reporting, to
the registrant's auditors and the audit committee of the registrant's board of
directors (or persons performing the equivalent function):

a) all significant deficiencies and material weaknesses in the design
or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record,
process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's internal
control over financial reporting.

<Table>
<S> <C>
Date: November 6, 2006

/s/ DAVID J.A. FLOWERS
David J.A. Flowers

Senior Vice President and Treasurer
</Table>
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EXHIBIT 31.3

CERTIFICATION
I, Christopher W. Shean, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Liberty Media
Corporation;

2. Based on my knowledge, this quarterly report does not contain any untrue
statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this quarterly
report;

3. Based on my knowledge, the financial statements and other financial
information included in this quarterly report fairly present in all material
respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this quarterly report;

4. The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and we have:

a) designed such disclosure controls and procedures, or caused such
disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this quarterly report is
being prepared;

b) designed such internal control over financial reporting, or caused
such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant's disclosure controls
and procedures and presented in this quarterly report our conclusions about
the effectiveness of the disclosure controls and procedures as of the end of
the period covered by this quarterly report based on such evaluation; and

d) disclosed in this quarterly report any change in the registrant's
internal control over financial reporting that occurred during the
registrant's most recent fiscal quarter (the registrant's fourth fiscal
quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant's internal control
over financial reporting; and

5. The registrant's other certifying officers and I have disclosed, based
on our most recent evaluation of internal control over financial reporting, to
the registrant's auditors and the audit committee of the registrant's board of
directors (or persons performing the equivalent function):

a) all significant deficiencies and material weaknesses in the design
or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record,
process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's internal
control over financial reporting.

<Table>
<S> <C>
Date: November 6, 2006

/s/ CHRISTOPHER W. SHEAN
Christopher W. Shean

Senior Vice President and Controller
</Table>
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EXHIBIT 32

CERTIFICATION

PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
(SUBSECTIONS (A) AND (B) OF SECTION 1350, CHAPTER 63 OF TITLE 18, UNITED STATES
CODE)

Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a)
and (b) of section 1350, chapter 63 of title 18, United States Code), each of
the undersigned officers of Liberty Media Corporation, a Delaware corporation
(the "Company"), does hereby certify, to such officer's knowledge, that:

The Quarterly Report on Form 10-Q for the period ended September 30, 2006
(the "Form 10-Q") of the Company fully complies with the requirements of section
13(a) or 15(d) of the Securities Exchange Act of 1934 and information contained
in the Form 10-Q fairly presents, in all material respects, the financial
condition and results of operations of the Company as of September 30, 2006 and
December 31, 2005 and for the nine months ended September 30, 2006 and 2005.

<Table>
<S> <C>
Dated: November 6, 2006 /s/ GREGORY B. MAFFEI
Gregory B. Maffei
President and Chief Executive Officer
Dated: November 6, 2006 /s/ DAVID J.A. FLOWERS
David J.A. Flowers
Senior Vice President and Treasurer
(Principal Financial Officer)
Dated: November 6, 2006 /s/ CHRISTOPHER W. SHEAN
Christopher W. Shean
Senior Vice President and Controller
(Principal Accounting Officer)
</Table>

The foregoing certification is being furnished solely pursuant to section
906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350,
chapter 63 of title 18, United States Code) and is not being filed as part of
the Form 10-Q or as a separate disclosure document.
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EXHIBIT 99.1

ATTRIBUTED FINANCIAL INFORMATION FOR TRACKING STOCK GROUPS

On May 9, 2006, we completed a restructuring and recapitalization pursuant
to which we issued two new tracking stocks, one ("Liberty Interactive Stock")
intended to reflect the separate performance of our businesses engaged in video
and on-line commerce, including our subsidiaries, QVC, Inc., Provide Commerce,

Inc.

Inc. and BuySeasons, and our interests in IAC/InterActiveCorp and
Inc., the second ("Liberty Capital Stock")
performance of all of our assets and businesses not attributed to the
Interactive Group.
was exchanged for
and .05 of a share of the same series of Liberty Capital Stock.

The following tables present our assets, liabilities, revenue,
cash flows as of and for the three and nine months ended September 30,
2005. The tables further present our assets, liabilities, revenue,
cash flows that are attributed to the Interactive Group
respectively. The financial information is derived from
statements for the nine months ended September 30, 2006
Quarterly Report on Form 10-Q. The attributed financial
the tables has been prepared assuming the restructuring
January 1, 2005.

Notwithstanding the following attribution of assets, liabilities,

expenses and cash flows to the Interactive Group and the Capital Group,

Expedia,

intended to reflect the separate

Each share of our existing Series A and Series B common stock
.25 of a share of the same series of Liberty Interactive Stock

expenses and

2006 and

expenses and
and the Capital Group,
our unaudited financial
included in this
information presented in
had been completed as of

revenue,

the

restructuring does not affect the ownership or the respective legal title to our

assets or responsibility for our liabilities.
continue to be responsible for our respective liabilities.

We and our subsidiaries each
Holders of Liberty

Interactive common stock and Liberty Capital common stock are holders of our
common stock and continue to be subject to risks associated with an investment

in our company and all of our businesses, assets and liabilities.
of Liberty Interactive Stock and Liberty Capital Stock does not affect
rights of our creditors or creditors of our subsidiaries.
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SUMMARY ATTRIBUTED FINANCIAL DATA
INTERACTIVE GROUP

Summary balance sheet data:

<Table>
<Caption>
SEPTEMBER 30, DECEMBER 31,
2006 2005
AMOUNTS IN MILLIONS
<S> <C> <C>
CULTLENE @SS St ittt ittt ettt ettt ettt ettt eeeennnns S 2,819 2,716
CoSt INVESEMENES . v ittt it ittt ittt ettt et eeeennn s 1,991 2,084
EQUuity InvVestmentsS. ...ttt ittt ittt ettt eeeeeenns $ 1,341 1,229
TOtAl BSSEE St ittt ittt ettt ettt ettt teeeannan $19,025 18,338
Long-term debt, including current portion........... $ 6,337 5,327
Deferred income tax liabilitieS.....uiuueeiennnnnnnnn $ 3,075 3,104
Attributed Net 8SSetS . v ittt it ettt S 8,078 8,231
</Table>
Summary operations data:
<Table>
<Caption>
THREE MONTHS
ENDED
SEPTEMBER 30,
2006 2005
<S> <C> <C>
ROV MU . 4 v vt e ettt ettt ettt et eeeeeeeeeeeeeaeeeeeeeneeeeeeennas $ 1,693 1,475
Cost 0f goods SOLd. .ttt ittt it ettt ettt e (1,063) (942)
OPErating EXPENSE S . v vttt ettt ettt ettt e s enaesseeenaeesesennnas (142) (129)
Selling, general and administrative expenses (1) ............ (1106) (109)
Depreciation and amortization.........c.iiiiiiiiiinnnneenns (122) (117)
Operating 1nCOmMe. v vt ittt ittt ettt ettt enaaaeennn 250 178
B0 o B o0 ol Yo D <1 D o 1= (108) (93)
Other 1nCome, Nel . ...ttt ittt ittt ettt ettt eeneeeeaaeenns 25 29
INCOME £AX EXPEINSE . vttt ettt et e ot e et eesateneseneeaeeneenenn (45) (39)
Minority interests in earnings of subsidiaries.............. (8) (8)

The issuance

the

NINE MONTHS
ENDED
SEPTEMBER 30,

AMOUNTS IN MILLIONS

<C>
5,016



Earnings before cumulative effect of accounting change.... 114 67 315 135
Cumulative effect of accounting change, net of taxes........ - - (87) -
Net CaAININgS . i v it ittt ettt teeeeneeeeeeeeeneeneeneenns S 114 67 228 135
</Table>
(1) Includes stock-based compensation of $(7) million and $10 million for the
three months ended September 30, 2006 and 2005, respectively; and $37
million and $35 million for the nine months ended September 30, 2006 and
2005, respectively.
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SUMMARY ATTRIBUTED FINANCIAL DATA
CAPITAL GROUP
Summary balance sheet data:
<Table>
<Caption>
SEPTEMBER 30, DECEMBER 31,
2006 2005
AMOUNTS IN MILLIONS
<S> <C> <C>
CULTENE BSSEE St ittt ittt ettt ettt ettt e et eeneennn S 3,042 2,580
COoSt INVEeSEMENE S . v i ittt ettt ettt ettt ettt eeeeennnn $18,271 16,413
oAl BSSEE St ittt ittt ettt ettt ettt eeeeennas $26,747 23,750
Long-term debt, including current portion........... $ 2,615 2,423
Deferred income tax liabilitieS.....uiuueeiennnnnnnnn S 6,594 5,624
Attributed Net aSSetS . v i it ittt ettt $12,308 10,889
</Table>
Summary operations data:
<Table>
<Caption>
THREE MONTHS NINE MONTHS
ENDED ENDED
SEPTEMBER 30, SEPTEMBER 30,
2006 2005 2006 2005
AMOUNTS IN MILLIONS
<S> <C> <C> <C> <C>
LS V=Y =Y $ 410 375 1,177 1,092
OpPErating EXPENSES .. v vttt ettt et et e te e eeeeseeenaseneeneenenas (285) (270) (826) (767)
Selling, general and administrative expenses (1)............ (99) (59) (238) (186
Depreciation and amortization............uieiiiiiiiiiinnennns (47) (406) (135) (141)
[0 ST o= o 5 oL N o = (21) - (22) (2)
TNt EresSt EXPEN S . i it ittt e ettt ittt ta et teeenaeesesenanasssenns (69) (56) (187) (170)
Realized and unrealized gains (losses) on derivative
Instrument s, Net ...ttt ittt ittt ettt ettt eennenaes (78) (346) 74 185
Gain (losses) on dispositions, net......... ... 25 1 352 (400)
Other income (expense), Net ... ...ttt iieitieneneeeeennnnees 51 (28) 137 31
Income tax benefit (EXPEeNSE) ...ttt ittt ineeenennnnn 36 272 (78) 239
Minority interests in losses of subsidiaries................ 5 3 13 8
Earnings (loss) from continuing operations................ (51) (154) 289 (109
Earnings (loss) from discontinued operations, net of
LT 2 = P -- (7) - 217
Cumulative effect of accounting change, net of taxes........ -— - (2) -—
Net earnings (LlOSS) cv vt ittt ittt ettt et e e eeaeennn S (51) (161) 287 (82)

</Table>

(1) Includes stock-based compensation of $3 million and $5 million for the three
months ended September 30, 2006 and 2005, respectively; and $12 million and
$(3) million for the nine months ended September 30, 2006 and 2005,

respectively.
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BALANCE SHEET INFORMATION
SEPTEMBER 30, 2006

<Table>



<Caption>
ATTRIBUTED (NOTE 1)
INTERACTIVE CAPITAL CONSOLIDATED
GROUP GROUP ELIMINATIONS LIBERTY

AMOUNTS IN MILLIONS

<S> <C> <C> <C> <C>

ASSETS

Current assets:
Cash and cash equivalents.........ciiiiiiinenn.. S 910 1,687 - 2,597
Trade and other receivables, net..............o... 747 441 - 1,188
Inventory, Net. ...t ittt ittt 905 -- -= 905
Derivative instruments (note 2)........c0iiiueo.. 16 212 -= 228
Current deferred tax assSetS.. ...t eennnnn 183 -— (150) 33
Other current assets........ciiiiiiiiiiiiiiiinnnn 58 702 -= 760

Total current assetsS. ...ttt tenneeeeennn 2,819 3,042 (150) 5,711

Investments in available-for-sale securities and

other cost investments (note 3) ....iiiinnnennnn. 1,991 18,271 - 20,262
Long-term derivative instruments (note 2).......... -= 1,306 -= 1,306
Investments in affiliates, accounted for using the

equity method. ...ttt ittt it ittt 1,341 484 - 1,825
Property and equipment, net............ i 848 422 -= 1,270
GOOAWI L L s i it it it et et e e e e e e e e e e e e e 5,742 2,054 -- 7,796
B = Yo 1= 1=l < T 2,442 24 - 2,466
Intangible assets subject to amortization, net..... 3,816 220 -= 4,036
Other assets, at cost, net of accumulated

amortization. . ...ttt i e e 26 924 -= 950

Total @SSEES .ttt it ittt ettt ettt eennneeeeeens $19,025 26,747 (150) 45,622

LIABILITIES AND EQUITY
Current liabilities:

Accounts payable. ...ttt i it e e $ 531 64 -= 595
Accrued 11abilitieS. e u e ettt e eie e e et eeeeeenn 664 481 - 1,145
Intergroup payable (receivable)..........ooviv.n. (25) 25 - -
Derivative instruments (note 2) ......ueeenenenn. -— 1,880 - 1,880
Current portion of debt (note 4).......... ... .... 15 4 -= 19
Current deferred tax liabilities.............o.o... -— 150 (150) -
Other current liabilities..........ciiiiiiiiininnn 34 140 -= 174
Total current liabilities.............cvoiiann. 1,219 2,744 (150) 3,813
Long-term debt (note 4) ...ttt nnnnens 6,322 2,611 -= 8,933
Long-term derivative instruments (note 2).......... 11 1,136 - 1,147
Deferred income tax liabilities (note 7)........... 3,075 6,594 -= 9,669
Other 1iabilitieS . u e ettt ettt ee et eeeeeeeeeeeennnn 225 1,161 - 1,386
Total liabilities. ... in et eneennnnn 10,852 14,246 (150) 24,948
Minority interests in equity of subsidiaries....... 95 193 -= 288
Equity/Attributed net assets.........coiiiiiinn. 8,078 12,308 20,386
Total liabilities and equity................... $19,025 26,747 (150) 45,622
</Table>
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STATEMENT OF OPERATIONS INFORMATION
THREE MONTHS ENDED SEPTEMBER 30, 2006

<Table>
<Caption>
ATTRIBUTED (NOTE 1)
INTERACTIVE CAPITAL CONSOLIDATED
GROUP GROUP LIBERTY
AMOUNTS IN MILLIONS
<S> <C> <C> <C>
Revenue:
Net sales from electronic retailing..........cciiiiiiueeon. $1,693 - 1,693
Communications and programming services...............c.... -- 410 410
1,693 410 2,103
Operating costs and expenses:
Cost of sales--electronic retailing services.............. 1,063 —-= 1,063
(03 ST ar= S w15 oL 142 285 427

Selling, general and administrative (including stock-based
compensation of $(7) million and $3 million for
Interactive Group and Capital Group, respectively)
(NOTES 5 ANA 6) vttt ittt et et et ettt ettt ettt ee et e eeaeeeenns 116 99 215



Depreciation and amortization.......... ...t 122 47 169

1,443 431 1,874
Operating income (LOSS) vt v et ittt it eeeneseeenaeeneennnn 250 (21) 229
Other income (expense):
B0 o oo ol Yo D <1 D o = (108) (69) (177)
Dividend and interest income.......... .t 10 62 72
Share of earnings (losses) of affiliates, net............. 8 (5) 3
Realized and unrealized gains (losses) on financial
INStrUMENt S, Net . vttt ittt ettt ieeeeenennnas 5 (78) (73)
Gains on dispositions of assets, net....... ... -— 25 25
Nontemporary declines in fair value of investments........ -— (4) (4)
Other, Net ...ttt it it ettt ettt ettt ettt eaeeeaeaeeean 2 (2) —-—
(83) (71) (154)
Earnings (loss) from continuing operations before income
taxes and minority interests.......... i, 167 (92) 75
Income tax benefit (expense) (NOte 7) .ttt ineeeennnnn (45) 36 (9)
Minority interests in losses (earnings) of subsidiaries..... (8) 5 (3)
Net €arnings (LOSS) c v vt vt ntn e et ee e e et eeeeeeaennn s 114 (51) 63
</Table>
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THREE MONTHS ENDED SEPTEMBER 30, 2005
<Table>
<Caption>
ATTRIBUTED (NOTE 1)
INTERACTIVE CAPITAL CONSOLIDATED
GROUP GROUP LIBERTY
AMOUNTS IN MILLIONS
<S> <C> <C> <C>
Revenue:
Net sales from electronic retailing..........cciiiiiiueenn $1,475 - 1,475
Communications and programming services................... -- 375 375
1,475 375 1,850
Operating costs and expenses:
Cost of sales--electronic retailing services.............. 942 - 942
[0 ST ar= S w15 oL 129 270 399
Selling, general and administrative (including stock-based
compensation of $10 million and $5 million for
Interactive Group and Capital Group, respectively (notes
L= o o N 109 59 168
Depreciation and amortization.........c.iiiiiiiiininneenns 117 46 163
1,297 375 1,672
Operating 1nCOmMe. v vt ittt ittt et ettt et eeaeaeennn 178 - 178
Other income (expense):
INterest EXPEN S . i ittt ittt ettt et ettt e nenesesenanaeesenns (93) (56) (149)
Dividend and interest income.......... .ttt 10 46 56
Share of earnings (losses) of affiliates, net............. 7 (3) 4
Realized and unrealized gains (losses) on derivative
Instruments, Net ... ..ttt ittt ittt ettt teeeeeeeeennnnn 14 (3406) (332)
Gains on dispositions, net.........iiiiiiiiiiiiiiiinenn -- 1 1
Nontemporary declines in fair value of investments........ -= (68) (68)
[0 o0 oL o Y N (2) (3) (5)
(64) (429) (493)
Earnings (loss) from continuing operations before income
taxes and minority interests...... ...t 114 (429) (315)
Income tax benefit (expense) (note 7) ....viiiiininnennnnn (39) 272 233
Minority interests in losses (earnings) of subsidiaries..... (8) 3 (5)
Earnings (loss) from continuing operations.............. 67 (154) (87)
Loss from discontinued operations, net of taxes............. -— (7) (7)
Net €arnings (LOSS) c v vt vt et tn e e te et et eeeeeeenennn S 67 (161) (94)
</Table>
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STATEMENT OF OPERATIONS INFORMATION



NINE MONTHS ENDED SEPTEMBER 30, 2006

<Table>
<Caption>
ATTRIBUTED (NOTE 1)
INTERACTIVE CAPITAL CONSOLIDATED
GROUP GROUP LIBERTY
AMOUNTS IN MILLIONS
<S> <C> <C> <C>
Revenue:
Net sales from electronic retailing..........c.veiiuieinenn. $5,016 - 5,016
Communications and programming sServices..........c.eeeueue.. -= 1,177 1,177
5,016 1,177 6,193
Operating costs and expenses:
Cost of sales--electronic retailing services.............. 3,117 - 3,117
[0 T ot i 1 o Y 415 826 1,241
Selling, general and administrative (including stock-based

compensation of $37 million and $12 million for

Interactive Group and Capital Group, respectively)

(Notes 5 and 6) v v v ittt ittt ittt ittt ei et 406 238 644
Depreciation and amortization...........c..ieiiiiiiiininnann 367 135 502

4,305 1,199 5,504

Operating income (LOSS) vt v et ittt i tneeenereeenaeenennnns 711 (22) 689

Other income (expense):
B0 o o0 ol Yo D <1 D o = (298) (187) (485)
Dividend and interest income.......... . 29 140 169
Share of earnings of affiliates, net......... ... ... 29 3 32
Realized and unrealized gains on financial instruments,

o L 22 74 96
Gains on dispositions of assets, net........ i, -— 352 352
Nontemporary declines in fair value of investments........ -— (4) (4)
Other, Net ...ttt ittt ettt ettt ettt ettt eneeeaaaeanan 15 (2) 13

(203) 376 173

Earnings from continuing operations before income taxes

and minority interests....... .ttt 508 354 862
Income tax expense (NOLe 7) c ittt ittt ineeeeteeeeneeeeeenns (167) (78) (245)
Minority interests in losses (earnings) of subsidiaries..... (26) 13 (13)
Earnings from continuing operations..............ociuo.. 315 289 604
Cumulative effect of accounting change, net of taxes........ (87) (2) (89)
Net CaAININgS .t v it ittt ittt ten et seeneeeeeeeeeneeneeneenns S 228 287 515
</Table>
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STATEMENT OF OPERATIONS INFORMATION
NINE MONTHS ENDED SEPTEMBER 30, 2005
<Table>
<Caption>
ATTRIBUTED (NOTE 1)
INTERACTIVE CAPITAL CONSOLIDATED
GROUP GROUP LIBERTY
AMOUNTS IN MILLIONS
<S> <C> <C> <C>
Revenue:
Net sales from electronic retailing..........c.ieiiueninenn. $4,418 - 4,418
Communications and programming Services.........ceeeueuee.. -= 1,092 1,092
4,418 1,092 5,510
Operating costs and expenses:
Cost of sales--electronic retailing servicesS.............. 2,778 - 2,778
[0 T ot w1 o Y 388 767 1,155
Selling, general and administrative (including stock-based

compensation of $35 million and ($3) million for

Interactive Group and Capital Group, respectively (notes

LS o e 337 186 523
Depreciation and amortization.......... ... 346 141 487

3,849 1,094 4,943

Operating income (LOSS) vt v it ittt it neenereeenaeenennnns 569 (2) 567



Other income (expense):

INterest EXPENS . i ittt ittt et ettt ettt e et anetesenanasesennn (274) (170) (444)
Dividend and interest income.......... .ttt 28 93 121
Share of earnings of affiliates, net....... ... . .. 5 10 15
Realized and unrealized gains (losses) on derivative
Instruments, Net ...ttt ittt ittt ettt ennnnn (37) 185 148
Gains (losses) on dispositions, net...........oiiiiiiin.. 40 (400) (360)
Nontemporary declines in fair value of investments........ -= (68) (68)
[0 o0 oL o Y Y N (31) (4) (35)
(269) (354) (623)
Earnings (loss) from continuing operations before income
taxes and minority interests........iiiiiiiiiiiiiian. 300 (356) (56)
Income tax benefit (expense) (note 7) ....iiiiiiinnnnennnnn (129) 239 110
Minority interests in losses (earnings) of subsidiaries..... (36) 8 (28)
Earnings (loss) from continuing operations.............. 135 (109) 26
Earnings from discontinued operations, net of taxes......... -- 27 27
Net €arnings (LOSS) c v vt vt ntn e et ee e e et eeeeeeaennn S 135 (82) 53
</Table>
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STATEMENT OF CASH FLOWS INFORMATION
NINE MONTHS ENDED SEPTEMBER 30, 2006

<Table>
<Caption>
ATTRIBUTED (NOTE 1)
INTERACTIVE CAPITAL CONSOLIDATED
GROUP GROUP LIBERTY
AMOUNTS IN MILLIONS
<S> <C> <C> <C>
Cash flows from operating activities:
Netl CaATNAINgS .t vttt ittt ittt ettt teeeeeeeeeeeaseneeneeneens S 228 287 515

Adjustments to reconcile net earnings to net cash provided
by operating activities:

Cumulative effect of accounting change.................. 87 2 89
Depreciation and amortization..........c.oiiiiiiinnnnnn. 367 135 502
Stock-based compensation........ ..ottt 37 12 49
Payments of stock-based compensation.................... (105) (4) (109)
Noncash interest exXpense. ..... ..ttt eeneennennns 3 78 81
Share of earnings of affiliates, net........ ... .. ... (29) (3) (32)
Realized and unrealized gains on financial instruments,

oL (22) (74) (96)
Gains on disposition of assets, net.......... ... .. -— (352) (352)
Nontemporary declines in fair value of investments...... -= 4 4
Minority interests in earnings (losses) of

subsidiaries. ittt i e e e e 26 (13) 13
Deferred income tax expense (benefit)................... (112) 13 (99)
Other noncash charges (credits), net........coiiiiiin. (13) 44 31

Changes in operating assets and liabilities, net of the
effects of acquisitions:

CULTENE S SEE St i i ittt it ettt e ettt ettt eeeaeeeenas (66) (149) (215)
Payables and other current liabilities................ (164) 430 266
Net cash provided by operating activities........... 237 410 647

Cash flows from investing activities:

Cash proceeds from dispositions............iiiiiiinenn.. -- 925 925
Net proceeds from settlement of derivatives............... -= 330 330
Cash paid for acquisitions, net of cash acquired.......... (430) (430) (8606)
Capital expended for property and equipment............... (170) (64) (234)
Net sales (purchases) of short term investments........... 23 (11) 12
Investments in and loans to cost and equity investees..... (5) (173) (178)
Repurchases of subsidiary common stock.................... (314) (3) (317)
Other investing activities, net...... ... ... (9) 67 58

Net cash provided (used) by investing activities.... (911) 641 (270)

Cash flows from financing activities:

Borrowings of debt. .. ... e e e 2,376 1 2,377
Repayments o0f debt. ...ttt ittt (1,381) (2) (1,383)
Repurchases of Liberty common stock.............. oo, (731) - (731)
Intergroup cash transfers, net........i i iiiiiieiinennn 293 (293) -
Other financing activities, net....... . ... 71 (71) -

Net cash provided (used) by financing activities.... 628 (365) 263

Effect of foreign currency rates on cash.................... 11 - 11



Net increase (decrease)
equivalents................
Cash and cash equivalents at

Cash and cash equivalents at

</Table>

<Page>

in cash and cash

beginning of period....

end period.............

STATEMENT OF CASH FLOWS INFORMATION

NINE MONTHS ENDED SEPTEMBER 30,

<Table>
<Caption>

<S>
Cash flows from operating activities:
Net earnings (loss)

Adjustments to reconcile net earnings

provided by operating activities:

2005

(loss) to net cash

Earnings from discontinued operations............ ... ...,

Depreciation and amortization

Stock compensation
Payments of stock

compensation. .. ...ttt

Noncash interest eXpPensSe. ... .ttt eneeeeenenaeeens

Share of earnings of affiliates,
Realized and unrealized losses
instruments,

Losses (gains) on disposition of

(gains)

net.........iiiiiii.
on derivative

assets,

Nontemporary declines in fair value of investments......

Minority interests in earnings

subsidiaries........... ... ..
Deferred income tax benefit......
Other noncash charges,

Changes in operating assets and liabilities,

(losses)

of

net of the

effect of acquisitions and dispositions:

Current assets.................

Payables and other current liabilities................

Net cash provided by operating activities...........

Cash flows from investing activities:
Cash proceeds from dispositions....

Premium proceeds from origination of derivatives..........
Net proceeds from settlement of derivatives...............

Cash paid for acquisitions, net of

cash acquired..........

Capital expended for property and equipment...............
Net purchases of short term investments...................
Repurchases of subsidiary common stock..........c.oiiuino..

Other investing activities,
Net cash provided

Cash flows from financing activities:
Borrowings of debt.................
Repayments of debt.................
Intergroup cash transfers,
Other financing activities,

(used) by investing activities....

Net cash used by financing activities...............

Effect of foreign currency rates on cash....................

Net cash provided to discontinued operations:
Cash provided by operating activities........ ...,

Cash used by investing activities..

Cash provided by financing activities...........ciiiino..
Change in available cash held by discontinued

operations. ...ttt

Net cash provided to discontinued operations........

Net increase in cash and cash equivalents.........
Cash and cash equivalents at beginning of

period. ...

Cash and cash equivalents at end of period........

(35) 686 651

945 1,001 1,946

$ 910 1,687 2,597
ATTRIBUTED (NOTE 1)

INTERACTIVE CAPITAL CONSOLIDATED
GROUP GROUP LIBERTY
AMOUNTS IN MILLIONS

<C> <C> <C>
$ 135 (82) 53
-= (27) (27)
346 141 487
35 (3) 32
-= (96) (96)
2 73 75
(5) (10) (15)
37 (185) (148)
(40) 400 360
- 68 68
36 (8) 28
(133) (171) (304)
32 54 86
(3) (104) (107)
(9) 112 103
433 162 595
-- 54 54
- 437 437
-- 318 318
= (5) (5)
(93) (65) (158)
= (73) (73)
(52) (10) (62)
(3) (4) (7)
(148) 652 504
800 61 861
(1,399) (60) (1,459)
463 (463) -
(10) 72 62
(146) (390) (536)
(35) -= (35)
-- 31 31
= (47) (47)
-- (190) (190)
-- (206) (206)
104 218 322
855 532 1,387
$ 959 750 1,709



</Table>
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NOTES TO ATTRIBUTED FINANCIAL INFORMATION

(1) The assets attributed to our Interactive Group as of September 30, 2006
include our 100% interests in QVC, Inc., Provide Commerce, Inc. and
BuySeasons, Inc., our approximate 22% interest in IAC/InterActiveCorp and our
approximate 20% interests in GSI Commerce, Inc. and Expedia, which we account
for as equity affiliates. Accordingly, the accompanying attributed financial
information for the Interactive Group includes our investments in
IAC/InterActiveCorp, Expedia and GSI, as well as the assets, liabilities,
revenue, expenses and cash flows of QVC, Provide and BuySeasons. We have also
attributed certain of our debt obligations (and related interest expense) to the
Interactive Group based upon a number of factors, including the cash flow
available to the Interactive Group and its ability to pay debt service and our
assessment of the optimal capitalization for the Interactive Group. The specific
debt obligations attributed to each of the Interactive Group and the Capital
Group are described in note 4 below. In addition, we have allocated certain
corporate general and administrative expenses between the Interactive Group and
the Capital Group as described in note 5 below.

The Interactive Group will focus on video and on-line commerce businesses.
Accordingly, we expect that businesses that we may acquire in the future that we
believe are complementary to this strategy will also be attributed to the
Interactive Group.

The Capital Group consists of all of our businesses not included in the
Interactive Group, including our consolidated subsidiaries Starz Entertainment,
LLC, FUN Technologies, Inc., TruePosition, Inc., Starz Media, LLC, On Command
Corporation and OpenTV Corp. and our cost and equity investments in GSN, LLC,
WildBlue Communications, Inc. and others. Accordingly, the accompanying
attributed financial information for the Capital Group includes these
investments and the assets, liabilities, revenue, expenses and cash flows of
these consolidated subsidiaries. In addition, we have attributed to the Capital
Group all of our notes and debentures (and related interest expense) that have
not been attributed to the Interactive Group. See note 4 below for the debt
obligations attributed to the Capital Group.

Any businesses that we may acquire in the future that are not attributed to
the Interactive Group will be attributed to the Capital Group.

While we believe the allocation methodology described above is reasonable
and fair to each group, we may elect to change the allocation methodology in the
future. In the event we elect to transfer assets or businesses from one group to
the other, such transfer would be made on a fair value basis and would be
accounted for as a short-term loan unless our board of directors determines to
account for it as a long-term loan or through an inter-group interest.

(2) Derivative instruments attributed to the Interactive Group are comprised
of total return bond swaps and interest rate swaps that are related to the
parent company debt attributed to the Interactive Group.

(3) The carrying value and unrealized holding gains as of September 30, 2006
of cost investments attributed to the Interactive Group are presented below:

<Table>
<Caption>
UNREALTIZED
CARRYING HOLDING
VALUE GAINS
AMOUNTS IN MILLIONS
<S> <C> <C>
TAC/ INterACEIVEC O D v vttt e ettt et ettt te ettt teeeeeenenn $1,991 426
</Table>
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NOTES TO ATTRIBUTED FINANCIAL INFORMATION

(4) Debt attributed to the Interactive Group and the Capital Group is
comprised of the following:

<Table>
<Caption>
SEPTEMBER 30, 2006
OUTSTANDING CARRYING
PRINCIPAL VALUE
AMOUNTS IN MILLIONS
<S> <C> <C>



Interactive Group

7.875% Senior Notes due 2009......0 i $ 670 667
7.75% Senior Notes due 2009.. ... . ittt iiininnennns 234 234
5.7% Senior Notes due 2013... ...ttt inneenns 802 800
8.5% Senior Debentures due 2029......... i 500 495
8.25% Senior Debentures due 2030.......c00iiiiiinnn 902 895
QVC bank credit facility......oiiiiiiiiiiiiinninnenn. 3,175 3,175
Other subsidiary debt...... .t iiiinneenns 71 71

Total Interactive Group debt........ ..., 6,354 6,337

Capital Group

4% Senior Exchangeable Debentures due 2029............ 869 254
3.75% Senior Exchangeable Debentures due 2030......... 810 233
3.5% Senior Exchangeable Debentures due 2031.......... 600 237
3.25% Senior Exchangeable Debentures due 2031......... 551 118
0.75% Senior Exchangeable Debentures due 2023......... 1,750 1,615
Subsidiary debt ..ttt it e e e e 158 158
Total Capital Group debt..... ..o, 4,738 2,615
Total debt ..ttt e e et et e e e e $11,0092 8,952
</Table>

(5) Cash compensation expense for our corporate employees has been allocated
between the Interactive Group and the Capital Group based on the estimated
percentage of time spent providing services for each group. Stock-based
compensation expense for our corporate employees has been allocated between the
Interactive Group and the Capital Group based on the compensation derived from
the equity awards for the respective tracking stock. Other general and
administrative expenses are charged directly to the groups whenever possible and
are otherwise allocated based on estimated usage or some other reasonably
determined methodology. Amounts allocated from the Capital Group to the
Interactive Group for the nine months ended September 30, 2006 and 2005 were $10
million and $3 million, respectively. While we believe that this allocation
method is reasonable and fair to each group, we may elect to change the
allocation methodology or percentages used to allocate general and
administrative expenses in the future.

(6) Prior to January 1, 2006, we accounted for compensation expense related
to stock options and stock appreciation rights pursuant to the recognition and
measurement provisions of Accounting Principles Board Opinion No. 25,
"ACCOUNTING FOR STOCK ISSUED TO EMPLOYEES" ("APB Opinion No. 25"). Compensation
was recognized based upon the percentage of the options that were vested and the
difference between the market price of the underlying common stock and the
exercise price of the options at the balance sheet date. The following tables
for the three and nine months ended September 30, 2005 illustrate the effect on
earnings from continuing operations if we had applied the fair value recognition
provisions of Statement of Financial Accounting Standards No. 123, "ACCOUNTING
FOR STOCK-BASED COMPENSATION," ("Statement 123") to our options. Compensation
expense for SARs and options
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with tandem SARs is the same under APB Opinion No. 25 and Statement 123.
Accordingly, no pro forma adjustment for such awards is included in the
following table.

<Table>
<Caption>
THREE MONTHS NINE MONTHS
ENDED ENDED
SEPTEMBER 30, SEPTEMBER 30,
2005 2005

AMOUNTS IN MILLIONS
<S> <C> <C>
Interactive Group

Earnings from continuing operations, as
1Y T Y S 67 135
Add stock-based compensation as determined
under the intrinsic value method, net of

O - = -- 1
Deduct stock-based compensation as determined

under the fair value method, net of taxes.... (11) (18)

Pro forma earnings from continuing operations.... $ 56 118

Capital Group
Loss from continuing operations, as reported..... $S(154) (109)
Add stock-based compensation as determined
under the intrinsic value method, net of



Deduct stock-based compensation as determined

under the fair value method, net of taxes.... (18) (28)
Pro forma loss from continuing operations........ $S(171) (135)
</Table>

(7) We have accounted for income taxes for the Interactive Group and the
Capital Group in the accompanying attributed financial information in a manner
similar to a stand-alone company basis. To the extent this methodology differs
from our tax sharing policy, differences have been reflected in the attributed
net assets of the groups.

(8) The Liberty Interactive Stock and the Liberty Capital Stock have voting
and conversion rights under our amended charter. Following is a summary of those
rights. Holders of Series A common stock of each group are entitled to one vote
per share and holders of Series B common stock of each group are entitled to ten
votes per share. Holders of Series C common stock of each group, if issued, will
be entitled to 1/100th of a vote per share in certain limited cases and will
otherwise not be entitled to vote. In general, holders of Series A and Series B
common stock vote as a single class. In certain limited circumstances, the board
may elect to seek the approval of the holders of only Series A and Series B
Liberty Interactive Stock or the approval of the holders of only Series A and
Series B Liberty Capital Stock.

At the option of the holder, each share of Series B common stock is
convertible into one share of Series A common stock of the same group. At the
discretion of our board, Liberty Interactive Stock may be converted into Liberty
Capital Stock at any time following the first anniversary of the restructuring.
In addition, following certain group dispositions and subject to certain
limitations, Liberty Capital Stock may be converted into Liberty Interactive
Stock, and Liberty Interactive Stock may be converted into Liberty Capital
Stock.
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