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 QURATE RETAIL, INC. AND SUBSIDIARIES 

Condensed Consolidated Balance Sheets

(unaudited)
 
     March 31,     December 31,  
  2018  2017  
  amounts in millions  

Assets       
Current assets:       

Cash and cash equivalents  $ 1,055  903  
Trade and other receivables, net of allowance for doubtful accounts of $95 million and
$92 million, respectively   1,273  1,726  
Inventory, net   1,510  1,411  
Indemnification asset (note 7)   253   —  
Other current assets   212  125  

Total current assets   4,303  4,165  
Investments in equity securities  (note 8)   611  2,363  
Investments in affiliates, accounted for using the equity method (note 9)   204  309  
Property and equipment, net   1,357  1,341  
Intangible assets not subject to amortization (note 10):       

Goodwill   7,094  7,082  
Trademarks   3,925  3,929  

   11,019  11,011  
Intangible assets subject to amortization, net (note 10)   1,172  1,248  
Other assets, at cost, net of accumulated amortization   49  50  
Assets of discontinued operations (note 4)    —  3,635  

Total assets  $ 18,715  24,122  
 

(continued)
 

See accompanying notes to condensed consolidated financial statements.
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QURATE RETAIL, INC. AND SUBSIDIARIES

Condensed Consolidated Balance Sheets (Continued)

(unaudited)
 
  March 31,  December 31,  
  2018  2017  
  amounts in millions,  
  except share amounts  
Liabilities and Equity                   
Current liabilities:       

Accounts payable  $ 992  1,151  
Accrued liabilities   968  1,125  
Current portion of debt, including $1,832 million and $978 million measured at fair
value (note 11)   1,850  996  
Other current liabilities   127  169  

Total current liabilities   3,937  3,441  
Long-term debt, including $0 and $868 million measured at fair value (note 11)   6,388  7,553  
Deferred income tax liabilities   2,090  2,500  
Other liabilities   332  242  
Liabilities of discontinued operations (note 4)    —  303  

Total liabilities   12,747  14,039  
Equity       
Stockholders' equity:       

Preferred stock, $.01 par value. Authorized 50,000,000 shares; no shares issued    —   —  
Series A QVC Group common stock, $.01 par value. Authorized 4,000,000,000 shares;
issued and outstanding 443,678,730 shares at March 31, 2018 and 449,335,940 shares
at December 31, 2017    5   5  
Series B QVC Group common stock, $.01 par value. Authorized 150,000,000 shares;
issued and outstanding 29,258,343 shares at March 31, 2018 and 29,203,895 shares at
December 31, 2017    —   —  
Series C QVC Group common stock, $.01 par value. Authorized 400,000,000 shares;
no shares issued    —   —  
Series A Liberty Ventures common stock, $.01 par value. Authorized 400,000,000
shares; issued and outstanding 81,686,659 shares at December 31, 2017   NA   1  
Series B Liberty Ventures common stock, $.01 par value. Authorized 15,000,000
shares; issued and outstanding 4,455,311 shares at December 31, 2017   NA   —  
Series C Liberty Ventures common stock, $.01 par value. Authorized 400,000,000
shares; no shares issued   NA   —  
Additional paid-in capital    —  1,043  
Accumulated other comprehensive earnings (loss), net of taxes    3  (133)  
Retained earnings   5,853  9,068  

Total stockholders' equity   5,861  9,984  
Noncontrolling interests in equity of subsidiaries   107  99  

Total equity   5,968  10,083  
Commitments and contingencies (note 12)       

Total liabilities and equity  $ 18,715  24,122  
 

See accompanying notes to condensed consolidated financial statements.
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  QURATE RETAIL, INC. AND SUBSIDIARIES 

Condensed Consolidated Statements Of Operations

(unaudited)

  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
Total revenue, net  $ 3,230  2,327  
Operating costs and expenses:       

Cost of retail sales (exclusive of depreciation shown separately below)   2,093  1,505  
Operating expense   228  151  
Selling, general and administrative, including stock-based compensation and transaction related
costs (note 5)   452  250  
Depreciation and amortization   163  208  

   2,936  2,114  
Operating income (loss)   294  213  
Other income (expense):       

Interest expense   (98)  (90)  
Share of earnings (losses) of affiliates, net (note 9)   (14)  (27)  
Realized and unrealized gains (losses) on financial instruments, net (note 7)   99  175  
Other, net    4   1  

   (9) 59  
Earnings (loss) from continuing operations before income taxes   285  272  

Income tax (expense) benefit   (29)  (84)  
Earnings (loss) from continuing operations   256  188  

Earnings (loss) from discontinued operations, net of taxes   141  331  
Net earnings (loss)   397  519  

Less net earnings (loss) attributable to the noncontrolling interests   13  12  
Net earnings (loss) attributable to Qurate Retail, Inc. shareholders  $ 384  507  
       
Net earnings (loss) attributable to Qurate Retail, Inc. shareholders:       

QVC Group common stock (note 1)  $ 142  91  
Liberty Ventures common stock (note 1)   242  416  

  $ 384  507  
       
 

See accompanying notes to condensed consolidated financial statements.
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QURATE RETAIL, INC. AND SUBSIDIARIES

Condensed Consolidated Statements Of Operations (Continued)

(unaudited)

  Three months ended  
  March 31,  
  2018     2017  
Basic net earnings (losses) from continuing operations attributable to Qurate Retail, Inc.
shareholders per common share (note 6):       

Series A and Series B QVC Group common stock  $ 0.30  0.20  
Series A and Series B Liberty Ventures common stock  $ 1.17  1.00  

Diluted net earnings (losses) from continuing operations attributable to Qurate Retail, Inc.
shareholders per common share (note 6):       

Series A and Series B QVC Group common stock  $ 0.30  0.20  
Series A and Series B Liberty Ventures common stock  $ 1.16  0.99  

       
Basic net earnings (losses) attributable to Qurate Retail, Inc. shareholders per common share
(note 6):       

Series A and Series B QVC Group common stock  $ 0.30  0.20  
Series A and Series B Liberty Ventures common stock  $ 2.81  4.89  

Diluted net earnings (losses) attributable to Qurate Retail, Inc. shareholders per common share
(note 6):       

Series A and Series B QVC Group common stock  $ 0.30  0.20  
Series A and Series B Liberty Ventures common stock  $ 2.78  4.84  

 
See accompanying notes to condensed consolidated financial statements.
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  QURATE RETAIL, INC. AND SUBSIDIARIES 

Condensed Consolidated Statements Of Comprehensive Earnings (Loss)

(unaudited)

  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
Net earnings (loss)  $ 397  519  
Other comprehensive earnings (loss), net of taxes:       

Foreign currency translation adjustments   71  27  
Share of other comprehensive earnings (losses) of equity affiliates    1   2  
Comprehensive earnings (loss) attributable to debt credit risk adjustments   (5)  —  

Other comprehensive earnings (loss)   67  29  
Comprehensive earnings (loss)   464  548  

Less comprehensive earnings (loss) attributable to the noncontrolling interests   20  18  
Comprehensive earnings (loss) attributable to Qurate Retail, Inc. shareholders  $ 444  530  

       
 

See accompanying notes to condensed consolidated financial statements.
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QURATE RETAIL, INC. AND SUBSIDIARIES
 

Condensed Consolidated Statements Of Cash Flows 
(unaudited)

  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
Cash flows from operating activities:       

Net earnings (loss)  $ 397  519  
Adjustments to reconcile net earnings to net cash provided by operating activities:       

(Earnings) loss from discontinued operations   (141) (331)  
Depreciation and amortization   163  208  
Stock-based compensation   23  16  
Share of (earnings) losses of affiliates, net   14  27  
Cash receipts from returns on equity investments    —   7  
Realized and unrealized (gains) losses on financial instruments, net   (99)  (175)  
Deferred income tax expense (benefit)   (7) 60  
Other, net    3   3  
Changes in operating assets and liabilities       

Current and other assets   22  254  
Payables and other liabilities   (87)  (162)  

Net cash provided (used) by operating activities   288  426  
Cash flows from investing activities:       

Investments in and loans to cost and equity investees   (22)  (21)  
Capital expended for property and equipment   (47)  (30)  
Other investing activities, net   (20)  (1)  

Net cash provided (used) by investing activities   (89)  (52)  
Cash flows from financing activities:       

Borrowings of debt   2,026  499  
Repayments of debt   (1,354) (704)  
GCI Liberty Split-Off   (475)  —  
Repurchases of QVC Group common stock   (217) (152)  
Withholding taxes on net settlements of stock-based compensation   (19)  (4)  
Other financing activities, net   (22)  (26)  

Net cash provided (used) by financing activities   (61)  (387)  
Effect of foreign currency exchange rates on cash, cash equivalents and restricted cash   13   9  

Net increase (decrease) in cash, cash equivalents and restricted cash   151  (4)  
Cash, cash equivalents and restricted cash at beginning of period   912  836  
Cash, cash equivalents and restricted cash at end of period  $ 1,063  832  

 
See accompanying notes to condensed consolidated financial statements.
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  QURATE RETAIL, INC. AND SUBSIDIARIES 

Condensed Consolidated Statement Of Equity

(unaudited)

Three months ended March 31, 2018

  Stockholders' Equity      
     Common stock    Accumulated        
     QVC  Liberty  Additional  other    Noncontrolling    
  Preferred  Group  Ventures  paid-in  comprehensive  Retained  interest in equity  Total  
   stock   Series A   Series B   Series A   Series B   capital   earnings (loss)   earnings   of subsidiaries   equity  
  amounts in millions  
Balance at January 1, 2018  $  —   5   —   1   —  1,043  (133)  9,068  99  10,083  

Net earnings (loss)    —   —   —   —   —   —   —  384  13  397  
Other comprehensive income (loss)    —   —   —   —   —   —  60   —   7  67  
Stock compensation    —   —   —   —   —  23   —   —   —  23  
Series A QVC Group stock repurchases    —   —   —   —   —  (217)   —   —   —  (217)  
Distribution to noncontrolling interest    —   —   —   —   —   —   —   —  (23)  (23)  
Option exercises    —   —   —   —   —   1   —   —   —   1  
Withholding taxes on net share settlements of
stock-based compensation    —   —   —   —   —  (19)   —   —   —  (19)  
Cumulative effect of accounting change (note 2)    —   —   —   —   —   —  76  (69)   —   7  
Reattribution of the Ventures Group to the QVC
Group    —   —   —  (1)   —   1   —   —   —   —  
GCI Liberty Split-Off    —   —   —   —   —  (4,362)   —   —  11  (4,351)  
Reclassification    —   —   —   —   —  3,530   —  (3,530)  —   —  

Balance at March 31, 2018  $  —   5   —   —   —   —   3  5,853  107  5,968  
 

See accompanying notes to condensed consolidated financial statements.
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QURATE RETAIL, INC. AND SUBSIDIARIES
 

Notes to Condensed Consolidated Financial Statements
 

(unaudited)
 

(1)   Basis of Presentation 

The accompanying condensed consolidated financial statements include the accounts of Qurate Retail, Inc. (formerly named Liberty
Interactive Corporation, prior to the Transactions defined and described below, or “Liberty”) and its controlled subsidiaries (collectively,
"Qurate Retail," the "Company," “Consolidated Qurate Retail,” “us,” “we,” or “our” unless the context otherwise requires). All significant
intercompany accounts and transactions have been eliminated in consolidation. Qurate Retail is made up of wholly-owned subsidiaries
QVC, Inc. (“QVC”), zulily, llc (“zulily”), and HSN, Inc. (“HSNi” which includes its televised shopping business “HSN” and its catalog
retail business “Cornerstone”), an equity investment in FTD Companies, Inc. (“FTD”) and an investment in ILG, Inc. (“ILG”).

Qurate Retail is primarily engaged in the video and online commerce industries in North America, Europe and Asia. The businesses of
the  Company’s wholly-owned subsidiaries, QVC and HSNi, are seasonal due to a higher volume of sales in the fourth calendar quarter
related to year-end holiday shopping.

The accompanying (a) condensed consolidated balance sheet as of December 31, 2017, which has been derived from audited financial
statements, and (b) the interim unaudited condensed consolidated financial statements have been prepared in accordance with U.S. generally
accepted accounting principles ("GAAP") for interim financial information and 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. Additionally, certain prior
period amounts have been reclassified for comparability with current period presentation. These condensed consolidated financial statements
should be read in conjunction with the consolidated financial statements and notes thereto contained in Qurate Retail's Annual Report on
Form 10-K for the year ended December 31, 2017.

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. Qurate Retail considers (i) fair value measurement, (ii) accounting for
income taxes, (iii) assessments of other-than-temporary declines in fair value of its investments and (iv) estimates of retail-related
adjustments and allowances to be its most significant estimates.   

Prior to the Transactions (described and defined below), the Company utilized tracking stocks in its capital structure. A 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. Qurate Retail had two tracking stocks—QVC Group common
stock and Liberty Ventures common stock, which were intended to track and reflect the economic performance of the businesses, assets and
liabilities attributed to the QVC Group and the Ventures Group, respectively.  The QVC Group was comprised of the Company’s wholly-
owned subsidiaries QVC, zulily and HSNi (as of December 29, 2017), among other assets and liabilities.  The Ventures Group was
comprised of businesses not included in the QVC Group including Evite, Inc. (“Evite”) and our interests in Liberty Broadband Corporation
(“Liberty Broadband”), LendingTree, Inc. (“LendingTree”), FTD, investments in Charter Communications, Inc. (“Charter”) and ILG,
among other assets and liabilities. The Company’s results are attributed to the QVC Group and the Ventures Group through March 9, 2018.

On December 29, 2017, Qurate Retail acquired the approximately 62% of HSNi it did not already own in an all-stock transaction
making HSNi a wholly-owned subsidiary. HSNi stockholders (other than Qurate Retail) received fixed consideration of 1.65 shares of
Series A QVC Group common stock (“QVCA”) for each share of HSNi common stock. Qurate Retail issued 53.6 million shares QVCA
common stock to HSNi stockholders.

On March 9, 2018, Qurate Retail completed the transactions contemplated by the Agreement and Plan of Reorganization (as amended,
the “reorganization agreement,” and the transactions contemplated thereby, the “Transactions”)  among General Communication, Inc.
(“GCI”), an Alaska corporation, and Liberty Interactive LLC, a
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QURATE RETAIL, INC. AND SUBSIDIARIES
 

Notes to Condensed Consolidated Financial Statements (Continued)
 

(unaudited)
 

Delaware limited liability company and a direct wholly-owned subsidiary of Liberty (“LI LLC”). Pursuant to the reorganization agreement,
GCI amended and restated its articles of incorporation (which resulted in GCI being renamed GCI Liberty, Inc. (“GCI Liberty”)) and
effected a reclassification and auto conversion of its common stock. After market close on March 8, 2018, Qurate Retail’s board of
directors approved the reattribution of certain assets and liabilities from Qurate Retail’s Ventures Group to its QVC Group, which was
effective immediately. The reattributed assets and liabilities included cash, Qurate Retail’s interest in ILG, FTD, certain green energy
investments, LI LLC’s exchangeable debentures, and certain tax benefits. 

Following these events, Qurate Retail acquired GCI (renamed “GCI Liberty”) through a reorganization in which certain Qurate Retail
interests, assets and liabilities attributed to the Ventures Group were contributed (the “contribution”) to GCI Liberty in exchange for a
controlling interest in GCI Liberty. Qurate Retail and LI LLC contributed to GCI Liberty their entire equity interest in Liberty Broadband,
Charter, and LendingTree, the Evite operating business and other assets and liabilities attributed to Qurate Retail’s Venture Group
(following the reattribution), in exchange for (a) the issuance to LI LLC of a number of shares of GCI Liberty Class A Common Stock and a
number of shares of GCI Liberty Class B Common Stock equal to the number of outstanding shares of Series A Liberty Ventures common
stock and Series B Liberty Ventures common stock on March 9, 2018, respectively, (b) cash and (c) the assumption of certain liabilities by
GCI Liberty.

Following the contribution,  Qurate Retail effected a tax-free separation of its controlling interest in the combined company (the “GCI
Liberty Split-Off”), GCI Liberty, to the holders of Liberty Ventures common stock in full redemption of all outstanding shares of such
stock, in which each outstanding share of Series A Liberty Ventures common stock was redeemed for one share of GCI Liberty Class A
common stock and each outstanding share of Series B Liberty Ventures common stock was redeemed for one share of GCI Liberty Class B
common stock.  Simultaneous with the closing of the Transactions, QVC Group common stock became the only outstanding common stock
of Qurate Retail, and thus QVC Group common stock ceased to function as a tracking stock.

As a result of repurchases of Series A QVC Group common stock and the GCI Liberty Split-Off, the Company’s additional paid-in
capital balance was in a deficit position as of March 31, 2018.  In order to ensure that the additional paid-in capital account is not negative,
we reclassified the amount of the deficit ($3.5 billion) at March 31, 2018 to retained earnings.

Qurate Retail holds investments that are accounted for using the equity method. Qurate Retail does not control the decision making
process or business management practices of these affiliates. Accordingly, Qurate Retail relies on management of these affiliates to provide
it with accurate financial information prepared in accordance with GAAP that Qurate Retail uses in the application of the equity method. In
addition, Qurate Retail 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 Qurate Retail's condensed consolidated financial statements.
 

Qurate Retail has entered into certain agreements with Liberty Media Corporation ("LMC") (for accounting purposes, a related party
of the Company), a separate publicly traded company. These agreements include a reorganization agreement, services agreement and
facilities sharing agreement. Neither Qurate Retail nor LMC has any stock ownership, beneficial or otherwise, in the other.
 

The reorganization agreement with LMC provides for, among other things, provisions governing the relationship between Qurate
Retail and LMC, including certain cross-indemnities. Pursuant to the services agreement, LMC provides Qurate Retail with certain general
and administrative services including legal, tax, accounting, treasury and investor relations support. Qurate Retail reimburses LMC for
direct, out-of-pocket expenses incurred by LMC in providing these services and for Qurate Retail's allocable portion of costs associated with
any shared services or personnel based on an estimated percentage of time spent providing services to Qurate Retail. Under the facilities
sharing agreement, LMC shares office space and related amenities at its corporate headquarters with Qurate Retail. Under these various
agreements, approximately $3 million and $3 million was reimbursable to LMC for the three months ended March 31, 2018 and 2017,
respectively.    
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QURATE RETAIL, INC. AND SUBSIDIARIES
 

Notes to Condensed Consolidated Financial Statements (Continued)
 

(unaudited)
 

The Tax Cuts and Jobs Act (the “Tax Act”) was enacted in December 2017. The Tax Act significantly changed U.S. tax law by, among
other things, lowering the U.S. corporate income tax rate, implementing a territorial tax system and imposing a one-time transition tax on
deemed repatriated earnings of foreign subsidiaries.  In the prior year, we recognized the provisional tax impacts related to the one-time
transition tax and the revaluation of deferred tax balances and included these estimates in our consolidated financial statements for the year
ended December 31, 2017. We are still in the process of analyzing the impact of the various provisions of the Tax Act. The ultimate impact
may materially differ from these provisional amounts due to, among other things, continued analysis of the estimates and further guidance
and interpretations on the application of the law. We expect to complete our analysis by December 2018.

 

 (2) Recent Accounting Pronouncements

Recently Adopted Accounting Pronouncements

Revenue Recognition. In May 2014, the Financial Accounting Standards Board (the “FASB”) issued new accounting guidance on
revenue from contracts with customers.  The new guidance requires an entity to recognize the amount of revenue to which it expects to be
entitled for the transfer of promised goods or services to customers. This new guidance also requires additional disclosure about the nature,
amount, timing and uncertainty of revenue and cash flows arising from customer contracts, including significant judgments and changes in
judgments and assets recognized from costs incurred to obtain or fulfill a contract. In March 2016, the FASB issued additional guidance
which clarifies principal versus agent considerations, and in April 2016, the FASB issued further guidance which clarifies the identification
of performance obligations and the implementation guidance for licensing. On January 1, 2018, the Company adopted the revenue
accounting standard using the modified retrospective method. The Company recognized the cumulative effect of initially applying the new
revenue standard as an adjustment to the opening balance of retained earnings. The comparative information has not been restated and
continues to be reported under the accounting standards in effect for those periods. The Company does not expect the adoption of the new
revenue standard to have a material impact to our net income on an ongoing basis. Refer to the table below for the adoption of this guidance.

  Balance at  Adjustments  Balance at  
  December 31,  Due to ASU  January 1,  
  2017  2014-09  2018  

  in millions  
Assets:        
Inventory, net $ 1,411  (27)  1,384  
Other current assets $ 125  (11)  114  
        
Liabilities:        
Other current liabilities $ 169  (46)  123  
Deferred income tax liabilities $ 2,500  2  2,502  
        
Equity:        
Retained earnings $ 9,068  6  9,074  
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QURATE RETAIL, INC. AND SUBSIDIARIES
 

Notes to Condensed Consolidated Financial Statements (Continued)
 

(unaudited)
 

In accordance with the new revenue standard requirements, the following table illustrates the impact on our reported results in the
condensed consolidated statements of operations assuming we did not adopt the new revenue standard on January 1, 2018. Other than as
previously discussed, upon the adoption of the new revenue standard on January 1, 2018, there were no additional material adjustments to
our condensed consolidated balance sheet as of March 31, 2018. 

 
  As reported  Effect of Change  Balance without  
  Three months ended  (Increase)/  adoption of  
  March 31, 2018  Decrease  ASU 2014-09  
  in millions  
Net revenue $ 3,230  (65)  3,165  
        
Cost of retail sales $ 2,093  15  2,108  
Selling, general and administrative expenses, including stock-
based compensation and transaction related costs $ 452  28  480  
Operating $ 228  5  233  
Income tax expense $ (29) 3  (26) 
Net income $ 384  (14)  370  

 
The effect of changes of adoption is primarily due to changes in the timing of revenue recognition and the classification of credit card

income for the QVC-branded credit card and the HSN-branded credit card.  Additionally, for the three months ended March 31, 2018,
revenue is recognized at the time of shipment to our customers consistent with when control passes and credit card income is recognized in
revenue. For the three months ended March 31, 2017, revenue was recognized at the time of delivery to the customers and deferred revenue,
as well as inventory and related expenses, were recorded to account for the shipments in-transit. In addition, credit card income was
recognized as an offset to selling, general and administrative expenses.  The Company also recognized a separate $91 million asset
(included in other current assets) relating to the expected return of inventory and a  $204 million liability (included in other current
liabilities) relating to its sales return reserve at March 31, 2018, instead of the net presentation that was used at December 31, 2017. 
 

Disaggregated revenue by segment and product category consisted of the following:
 
  Three months ended  
  March 31, 2018  

  QVC  HSN  zulily  
Corporate and

other  Total  
 in millions  
Home $ 759  227  116  147  1,249  
Apparel  399  27  156  39  621  
Beauty  383  67  12   —  462  
Accessories  253  50  114   —  417  
Electronics  113  86   4   —  203  
Jewelry  150  37  12   —  199  
Other revenue  36  15   5  23  79  

Total Revenue $ 2,093  509  419  209  3,230  
 

Consumer Product Revenue and Other Revenue. Qurate Retail's revenue includes sales of consumer products in the following
categories: home, apparel, beauty, accessories, electronics and jewelry, which are primarily sold through live merchandise-focused televised
shopping programs and via our websites and other interactive media, including catalogs.
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QURATE RETAIL, INC. AND SUBSIDIARIES
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Other revenue consists primarily of income generated from our company branded credit cards in which a large consumer financial
services company provides revolving credit directly to the Company’s customers for the sole purpose of purchasing merchandise or services
with these cards.  In return, the Company receives a portion of the net economics of the credit card program.
 

Revenue Recognition. Revenue is recognized when obligations with our customers are satisfied; generally this occurs at the time of
shipment to our customers consistent with when control of the shipped product passes. The recognized revenue reflects the consideration we
expect to receive in exchange for transferring goods, net of allowances for returns.

 
The Company recognizes revenue related to its company branded credit cards over time as the credit cards are used by Qurate Retail's

customers.
 
Sales, value add, use and other taxes we collect concurrent with revenue-producing activities are excluded from revenue.
 
The Company has elected to treat shipping and handling activities after the customer obtains control of the goods as a fulfillment cost

and not as a promised good or service.  Accordingly, the Company will accrue all fulfillment costs related to the shipping and handling of
consumer goods at the time of shipment.  

 
The Company generally has payment terms with its customers of one year or less and has elected the practical expedient applicable to

such contracts not to consider the time value of money.
 
Significant Judgments. Qurate Retail’s products are generally sold with a right of return for up to 30 days after the date of shipment

and we may provide other credits or incentives, which are accounted for as variable consideration when estimating the amount of revenue to
recognize.  Returns and credits are estimated at contract inception and updated at the end of each reporting period as additional information
becomes available. The Company has determined that it is the principal in vendor arrangements as the Company can establish control over
the goods prior to shipment. Accordingly, the Company records revenue for these arrangements on a gross basis.

 
Recognition and Measurement of Financial Instruments. In January 2016, the FASB issued new accounting guidance that is

intended to improve the recognition and measurement of financial instruments.  The new guidance requires equity investments with readily
determinable fair values (except those accounted for under the equity method of accounting or those that result in consolidation) to be
measured at fair value, with changes in fair value recognized in net income, and simplifies the impairment assessment of equity investments
without readily determinable fair values by requiring a qualitative assessment to identify impairment. The Company adopted this guidance
during the first quarter of 2018.  As the Company has historically measured its investments in equity securities with readily determinable
fair values at fair value, the new guidance had no impact on the accounting for these instruments. The Company has elected the
measurement alternative for its equity securities without readily determinable fair values and will perform a qualitative assessment of these
instruments to identify potential impairments. In addition, a portion of the unrealized gain (loss) recognized on the Company’s exchangeable
debt accounted for at fair value is now presented in other comprehensive income as it relates to instrument specific credit risk, however this
impact was not material to the overall financial statements for the period ended March 31, 2018. See note 8 for information related to the
Company’s equity securities.    
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Statement of Cash Flows. In November 2016, the FASB issued new accounting guidance which requires entities to show the changes
in the total of cash, cash equivalents, restricted cash and restricted cash equivalents in the statement of cash flows. The Company adopted
this guidance during the first quarter of 2018 and has reclassified prior period balances in cash and cash equivalents within the condensed
consolidated statements of cash flows in order to conform with current period presentation. The following table reconciles cash, cash
equivalents and restricted cash reported in our condensed consolidated balance sheets to the total amount presented in our condensed
consolidated statements of cash flows:

 
  March 31,  December 31,  
  2018  2017  
  in millions  
Cash and cash equivalents $ 1,055  903  
Restricted cash included in other current assets  8  9  
Total cash, cash equivalents and restricted cash  in the condensed consolidated statement of
cash flows $ 1,063  912  

 
In August 2016, the FASB issued new accounting guidance which addresses eight specific cash flow issues to reduce the diversity in

practice for appropriate classification on the statement of cash flows. The Company adopted this guidance during the first quarter of 2018,
and there was no significant effect of the standard on its condensed consolidated financial statements. 

 
Share-based payment modification. In May 2017, the FASB issued new accounting guidance to provide clarity to which changes to

the terms or conditions of share-based payment awards require an entity to apply modification accounting in Accounting Standards
Codification (“ASC”) 718. The Company adopted this guidance during the first quarter of 2018, and there was no significant effect of the
standard on its condensed consolidated financial statements. 

 
Intra-entity Transfers of Assets Other Than Inventory. In October 2016, the FASB issued new accounting guidance which requires

an entity to recognize at the transaction date the income tax consequences of intercompany asset transfers.  The Company adopted this
guidance during the first quarter of 2018, and there was no significant effect of the standard on its condensed consolidated financial
statements.
 
Accounting Pronouncements Not Yet Adopted
 

Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income. In February 2018, the FASB issued new
guidance which addresses the effect of the change in the U.S. federal corporate tax rate due to the enactment of the December 22, 2017 Tax
Act on items within accumulated other comprehensive income (loss). The guidance is effective for annual and interim reporting periods
beginning after December 15, 2018, with early adoption permitted. The Company is currently assessing the impact that adopting this new
accounting standard will have on its condensed consolidated financial statements.
 

Leases.    In February 2016, the FASB issued new guidance which revises the accounting for leases. Under the new guidance, lessees
will be required to recognize a lease liability and a right-of-use asset for all leases. The new guidance also simplifies the accounting for sale
and leaseback transactions. The new standard, to be applied via a modified retrospective transition approach, is effective for the Company
for fiscal years and interim periods beginning after December 15, 2018, with early adoption permitted. The Company is currently working
with its consolidated subsidiaries to evaluate the impact of the adoption of this new guidance on our consolidated financial statements,
including identifying the population of leases, evaluating technology solutions and collecting lease data.
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(3) Acquisitions

On December 29, 2017, Qurate Retail acquired the approximately 62% of HSNi it did not already own in an all-stock transaction
making HSNi a wholly-owned subsidiary. HSNi shareholders (other than Qurate Retail) received fixed consideration of 1.65 QVCA shares
for each share of HSNi common stock. Qurate Retail issued 53.6 million shares QVCA common stock to HSNi shareholders. In
conjunction with application of acquisition accounting, we recorded a full step up in basis of HSNi which resulted in a $409 million
gain. The fair market value of our ownership interest previously held in HSNi ($605 million) was determined based on the trading price of
QVCA common stock on the date of the acquisition (Level 1) less a control premium. The market value of the shares of QVCA common
stock issued to HSNi stockholders ($1.3 billion) was determined based on the trading price of QVCA common stock on the date of the
acquisition. The total equity value of the transaction was $1.9 billion.

The preliminary purchase price allocation for HSNi is as follows (amounts in millions):

 
Cash and cash equivalents  $ 22  
Property and equipment   223  
Other assets   752  
Goodwill   952  
Trademarks   676  
Intangible assets subject to amortization   598  
Accounts payable & accrued liabilities   (515) 
Long-term debt   (467) 
Other liabilities assumed   (13) 
Deferred tax liabilities   (280) 
  $ 1,948  

Goodwill is calculated as the excess of the consideration transferred over the identifiable net assets acquired and represents the future
economic benefits expected to arise from other intangible assets acquired that do not qualify for separate recognition, including assembled
workforce, value associated with future customers, continued innovation and noncontractual relationships. Intangible assets acquired during
2017 were comprised of customer relationships of $421 million with a weighted average life of approximately 9 years, capitalized software
of $16 million with a weighted average life of approximately 1 year, and technology of $161 million with a weighted average life of
approximately 7 years. None of the acquired goodwill is expected to be deductible for tax purposes. Subsequent to December 31, 2017, the
preliminary purchase price allocation was adjusted, resulting in an increase of $9 million to property and equipment, $7 million to debt, $1
million to other liabilities assumed and $2 million to goodwill, and corresponding decreases of $1 million to deferred tax liabilities and $4
million to intangible assets subject to amortization. As of March 31, 2018, the valuation related to the purchase is not final and the purchase
price allocation is preliminary and subject to revision.  The primary areas of the purchase price allocation that are not yet finalized are
related to certain fixed and intangible assets, liabilities and tax balances.
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The pro forma revenue and net earnings from continuing operations of Qurate Retail, prepared utilizing the historical financial
statements of HSNi, giving effect to purchase accounting related adjustments made at the time of acquisition, as if the transaction discussed
above occurred on January 1, 2016, are as follows:

   Three months ended  
   March 31,  
   2017  
   amounts in millions  
Revenue  $ 3,114  
Net earnings (loss) from continuing operations  $ 181  

The pro forma information is not representative of Qurate Retail’s future financial position, future results of operations or future cash
flows nor does it reflect what Qurate Retail’s financial position, results of operations or cash flows would have been as if the transaction had
happened previously and Qurate Retail controlled HSNi during the periods presented.

(4)      Disposals

On March 9, 2018,  Qurate Retail completed the GCI Liberty Split-Off. At the time of the GCI Liberty Split-Off, GCI Liberty was
comprised of, among other things, GCI Liberty’s legacy business, Qurate Retail’s former interest in Liberty Broadband, Charter and
LendingTree, and Qurate Retail’s former wholly-owned subsidiary Evite.  Qurate Retail viewed Liberty Broadband, LendingTree and Evite
as separate components and evaluated them separately for discontinued operations presentation. As Qurate Retail’s former interest in
Charter was accounted for as an available for sale investment it did not meet the definition of a component for discontinued operation
presentation. The disposition of Liberty Broadband was considered significant to the overall financials and therefore was considered to be a
strategic shift.  Accordingly, the accompanying condensed consolidated financial statements of Qurate Retail have been prepared to reflect
Qurate Retail’s interest in Liberty Broadband as a discontinued operation. The disposition of LendingTree and Evite as part of the GCI
Liberty Split-Off does not have a major effect on Qurate Retail’s historical or future results. Therefore, the disposition of LendingTree and
Evite was not considered a strategic shift in Qurate Retail’s operations. Accordingly, LendingTree and Evite are not presented as
discontinued operations in the accompanying condensed consolidated financial statements of Qurate Retail.  LendingTree and Evite are
included in the Corporate and other segment through March 8, 2018.   

Included in revenue in the accompanying condensed consolidated statements of operations is $3 million and $4 million for the three
months ended March 31, 2018 and 2017, respectively, related to Evite. Included in net earnings (loss) in the accompanying condensed
consolidated statements of operations are losses of $2  million for both of the three months ended March 31, 2018 and 2017, respectively,
related to Evite.  Included in total assets in the accompanying condensed consolidated balance sheets as of December 31, 2017 is $43
million related to Evite.  Included in net earnings (loss) in the accompanying condensed consolidated statements of operations are earnings
of less than a million and $1 million for the three months ended March 31, 2018 and 2017, respectively, related to LendingTree. Included in
total assets in the accompanying condensed consolidated balance sheets as of December 31, 2017 is $115 million related to LendingTree.

Certain financial information for the Company’s investment in Liberty Broadband, which is included in the discontinued operations
line items of the condensed consolidated Qurate Retail balance sheets as of December 31, 2017 is as follows:

   December 31,  
   2017  
   amounts in millions  
Investment in Liberty Broadband measured at fair value  $ 3,635  

Deferred income tax liabilities  $ 303  
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Certain financial information for the Company’s investment in Liberty Broadband, which is included in earnings (loss) from
discontinued operations is as follows:

   Three months ended  Three months ended  
   March 31,  March 31,  
   2018  2017  
   amounts in millions  

Earnings (loss) before income taxes  $ 187  526  
Income tax (expense) benefit  $ (46)  (195)  
 

The impact from discontinued operations on basic and diluted earnings (loss) per share is as follows:

   Three months ended  Three months ended   
   March 31,  March 31,   
   2018  2017   
Basic earnings (loss) from discontinued operations attributable to
Qurate Retail shareholders per common share:        

Series A and Series B QVC Group common stock  $ NA  NA   
Series A and Series B Liberty Ventures common stock  $ 1.64  3.89   

Diluted earnings (loss) from discontinued operations attributable to
Qurate Retail shareholders per common share:        

Series A and Series B QVC Group common stock  $ NA  NA   
Series A and Series B Liberty Ventures common stock  $ 1.62  3.85   

 

Prior to the GCI Liberty Split-Off, Qurate Retail accounted for the investment in Liberty Broadband at its fair value. Accordingly,
Liberty Broadband’s assets, liabilities and results of operations were not included in Qurate Retail’s consolidated financial statements.
Summary financial information for Liberty Broadband for the periods prior to the GCI Liberty Split-Off is as follows:

   December 31,  
   2017  
   amounts in millions  
Current assets  $ 84  
Total assets  $ 11,932  
Current liabilities  $ 11  
Total liabilities  $ 1,445  
Equity  $ 10,487  
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   Three months ended  
   March 31,  
   2017  
   amounts in millions  
Operating income  $ (6)  
Share of earnings (loss) of affiliate  $ 19  
Gain (loss) on dilution of investment in affiliate  $ (32)  
Income tax (expense) benefit  $  8  
Net earnings (loss) attributable to Liberty Broadband shareholders  $ (14)  
 
 

 (5)   Stock-Based Compensation

The Company has granted to certain of its directors, employees and employees of its subsidiaries, restricted stock, restricted stock
units (“RSUs”) and options to purchase shares of the Company’s common stock (collectively, "Awards"). The Company measures the cost
of employee services received in exchange for an equity classified Award (such as stock options and restricted stock) based on the grant-
date fair value (“GDFV”) of the Award, and recognizes that cost over the period during which the employee is required to provide service
(usually the vesting period of the Award). The Company measures the cost of employee services received in exchange for a liability
classified Award based on the current fair value of the Award, and remeasures the fair value of the Award at each reporting date.

In connection with the GCI Liberty Split-Off (see note 1), the Company redeemed each outstanding share of its Series A and Series B
Liberty Ventures common stock for shares of the corresponding class of GCI Liberty common stock.

Included in selling, general and administrative expenses in the accompanying condensed consolidated statements of operations are $23
million and $16 million of stock-based compensation during the three months ended March 31, 2018 and 2017, respectively.

The following table presents the number and weighted average GDFV of options granted by the Company during the three months
ended March 31, 2018:

  For the three months ended March 31,
  2018

  
Options Granted

(000's)  
Weighted Average

GDFV  
       
Series A QVC Group common stock, QVC employees (1)  2,910  $ 8.77  
Series A QVC Group common stock, zulily employees (1)  311  $ 8.77  
Series A QVC Group common stock, HSNi employees (1)  859  $ 8.77  
Series B QVC Group common stock, Qurate Retail Chairman of the Board (2)  175  $ 8.84  
Series B Ventures Group common stock, Qurate Retail  Chairman of the Board (2)  143  $ 16.55  

(1) Mainly vests semi-annually over four years.

(2) Grants cliff vest on December 31, 2018. Grants were made in connection with his employment agreement.

In addition to the stock option grants to the Qurate Retail Chairman of the Board and in connection with our Chairman’s employment
agreement, Qurate Retail granted performance based RSUs to him. During the three months ended March 31, 2018, Qurate Retail granted
124 thousand performance-based RSUs of Series B QVC Group common stock.  The RSUs had a GDFV of $27.77 per share at the time
they were granted.  The performance-based RSUs cliff vest in one year, subject to the satisfaction of certain performance
objectives.  Performance objectives, which are subjective, are considered in determining the timing and amount of compensation expense
recognized.  When the satisfaction of the
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performance objectives becomes probable, the Company records compensation expense.  The value of the grant is remeasured at each
reporting period.

The Company has calculated the GDFV for all of its equity classified Awards and any subsequent remeasurement of its liability
classified Awards and certain performance-based Awards using the Black-Scholes-Merton Model. The Company estimates the expected
term of the Awards based on historical exercise and forfeiture data. The volatility used in the calculation for Awards is based on the
historical volatility of Qurate Retail's stock and the implied volatility of publicly traded Qurate Retail options. The Company uses a zero
dividend rate and the risk-free rate for Treasury Bonds with a term similar to that of the subject options.

Qurate Retail—Outstanding Awards

The following tables present the number and weighted average exercise price ("WAEP") of the Awards to purchase QVC Group
common stock granted to certain officers, employees and directors of the Company. 

  QVC Group  
                Weighted     Aggregate  
       average  intrinsic  
  Series A     remaining  value  
  (000's)  WAEP  life  (millions)  

Outstanding at January 1, 2018  32,361  $ 23.48        
Granted  4,080  $ 27.56        
Exercised  (1,013) $ 18.63        
Forfeited/Cancelled  (232) $ 26.97        

Outstanding at March 31, 2018  35,196  $ 24.07  4.2 years  $ 90  
Exercisable at March 31, 2018  21,148  $ 23.10  3.1 years  $ 74  
 
  QVC Group  
                Weighted     Aggregate  
       average  intrinsic  
  Series B     remaining  value  
  (000's)  WAEP  life  (millions)  
Outstanding at January 1, 2018  1,643  $ 27.16        

Granted  175  $ 27.77        
Exercised   —  $  —        
Forfeited/Cancelled   —  $  —        

Outstanding at March 31, 2018  1,818  $ 27.22  4.1 years  $  —  
Exercisable at March 31, 2018  997  $ 25.40  5.1 years  $  —  
 

 The grant, exercise and forfeiture/cancellation activity for Liberty Ventures Series A and B shares was immaterial during the period
from January 1, 2018 through March 9, 2018, and no shares were outstanding as of March 31, 2018. All of the outstanding shares of Liberty
Ventures Series A and B common stock were redeemed for GCI Liberty Series A and B common stock as a result of the GCI Liberty Split-
Off on March 9, 2018.
 

As of March 31, 2018, the total unrecognized compensation cost related to unvested Awards was approximately $107 million. Such
amount will be recognized in the Company's consolidated statements of operations over a weighted average period of approximately 2.2
years.

As of March 31, 2018,  Qurate Retail reserved for issuance upon exercise of outstanding stock options approximately 35.2 million
shares of Series A QVC Group common stock and 1.8 million shares of Series B QVC Group common stock.
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 (6)   Earnings (Loss) Per Common Share

Basic earnings (loss) per common share ("EPS") is computed by dividing net earnings (loss) by the weighted average number of
common shares outstanding ("WASO") 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. Potentially dilutive shares are excluded from the computation
of diluted EPS during periods in which losses are reported since the result would be antidilutive.

Series A and Series B QVC Group Common Stock

Excluded from diluted EPS for the three months ended March 31, 2018 and 2017,  are 11 million and 14 million potential common
shares, respectively, because their inclusion would have been antidilutive.

  QVC Group Common Stock  
     Three months ended  
  March 31,  
  2018  2017  
  number of shares in millions  
Basic WASO  476  453  

Potentially dilutive shares   5   2  
Diluted WASO  481  455  
 
Series A and Series B Liberty Ventures Common Stock
 

Excluded from diluted EPS for the three months ended March 31, 2018 and 2017 were 2 million and less than a million potential
common shares, respectively, because their inclusion would have been antidilutive.
 
  Liberty Ventures Common Stock  
     January 1, 2018  Three months ended  
  through  March 31,  
  March 9, 2018  2017  
  number of shares in millions  
Basic WASO  86  85  

Potentially dilutive shares   1  1  
Diluted WASO  87  86  
 
 
  (7)   Assets and Liabilities Measured at Fair Value

For assets and liabilities required to be reported at fair value, GAAP provides a hierarchy that prioritizes inputs to valuation
techniques used to measure fair value into three broad levels. Level 1 inputs are quoted market prices in active markets for identical assets or
liabilities that the reporting entity has the ability to access at the measurement date. Level 2 inputs are inputs, other than quoted market
prices included within Level 1, that are observable for the asset or liability, either directly or indirectly. Level 3 inputs are unobservable
inputs for the asset or liability.
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The Company's assets and liabilities measured at fair value are as follows:

  Fair Value Measurements at  Fair Value Measurements at  
  March 31, 2018  December 31, 2017  

           Quoted               Quoted       
     prices      prices    
     in active  Significant    in active  Significant  
     markets for  other    markets for  other  
     identical  observable    identical  observable  
     assets  inputs    assets  inputs  
Description  Total  (Level 1)  (Level 2)  Total  (Level 1)  (Level 2)  
  amounts in millions  
Cash equivalents  $ 791  791   —  655  655   —  
Equity securities  $ 518  518   —  2,275  2,275   —  
Indemnification asset  $ 253   —  253   —   —   —  
Debt  $ 1,832   —  1,832  1,846   —  1,846  
 

The majority of the Company's Level 2 financial assets and liabilities are primarily debt instruments with quoted market prices that are
not considered to be traded on "active markets," as defined in GAAP. The fair values for such instruments are derived from a typical model
using observable market data as the significant inputs.

 
Pursuant to an indemnification agreement, GCI Liberty has agreed to indemnify LI LLC for certain payments made to a holder of LI

LLC 1.75% Exchangeable Debentures due 2046 (the “1.75% Exchangeable Debentures”) that exercises its exchange right under the terms
of the debentures on or before October 5, 2023 (the “Exchange Indemnity”). The Exchange Indemnity, which is supported by a negative
pledge in favor of Qurate Retail on the referenced shares that underlie the 1.75% Exchangeable Debentures, will not apply to any 1.75%
Exchangeable Debentures purchased by LI LLC, as described below.  Also, within six months of the closing of the Transactions,  Qurate
Retail, LI LLC and GCI Liberty will cooperate, and reasonably assist each other, with respect to the commencement and consummation of
one or more privately negotiated transactions, a tender offer or other purchase transactions (each, a “Purchase Offer”) whereby LI LLC will
offer to purchase the 1.75% Exchangeable Debentures on terms and conditions (including maximum offer price) reasonably acceptable to
GCI Liberty. GCI Liberty will indemnify LI LLC for each 1.75% Exchangeable Debenture repurchased by LI LLC in a Purchase Offer for
an amount by which the purchase price for such debenture exceeds the amount of cash reattributed (see discussion about the reattribution in
note 1) with respect to such purchased 1.75% Exchangeable Debenture net of certain tax benefits, if any, attributable to such 1.75%
Exchangeable Debenture (the “Repurchase Indemnity”). GCI Liberty’s Exchange Indemnity obligation and the number of shares subject to
the negative pledge will be ratably reduced as to any 1.75% Exchangeable Debentures purchased in a Purchase Offer in connection with the
Repurchase Indemnity. As the fair value of the indemnification asset is calculated based on the underlying debt (Level 2), the
indemnification asset is characterized as Level 2.
 

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:

  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
Equity securities  $ 114  260  
Exchangeable senior debentures   17  (84)  
Indemnification asset   (29)   —  
Other financial instruments   (3) (1)  
  $ 99  175  
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  (8)   Investments in Equity Securities

All debt and equity securities held by the Company are carried at fair value, generally based on quoted market prices, and changes in
the fair value of such securities are reported in realized and unrealized gains (losses) on financial instruments in the accompanying
condensed consolidated statements of operations. The Company elected the measurement alternative (defined as the cost of the security,
adjusted for changes in fair value when there are observable prices, less impairments) for its equity securities without readily determinable
fair values.

Investments in equity securities are summarized as follows:
 

     March 31,     December 31,  
  2018  2017  
  amounts in millions  
Charter (1)   NA  1,800  
ILG   518  474  
Other investments   93  89  

  $ 611  2,363  

(1) As a result of the GCI Liberty Split-Off, the Company no longer has an investment in Charter as of March 9, 2018. 

  (9)   Investments in Affiliates Accounted for Using the Equity Method
 

Qurate Retail has various investments accounted for using the equity method. The following table includes Qurate Retail's carrying
amount, fair value, and percentage ownership of the more significant investments in affiliates at March 31, 2018 and the carrying amount at
December 31, 2017:

          December 31,  
  March 31, 2018  2017  
     Percentage     Fair value     Carrying     Carrying  
  ownership  (Level 1)  amount  amount  
    dollar amounts in millions  
FTD  37 %  $ 37   67  73  
LendingTree (1)  NA   NA   NA  115  
Other  various   NA   137  121  

$ 204 309

(1) As a result of the GCI Liberty Split-Off, LendingTree is no longer an equity affiliate of the Company as of March 9, 2018.
 
The following table presents the Company's share of earnings (losses) of affiliates:
 

  Three months ended  March 31,  
     2018     2017  
  amounts in millions  
HSNi (1)  $ NA  16  
FTD   (8)  (5)  
LendingTree (2)    —   2  
Other   (6)  (40)  

  $ (14)  (27)  

(1) As discussed in note 1, on December 29, 2017, the Company acquired the approximately 62% of HSNi it did not already own in
an all-stock transaction making HSNi a wholly-owned subsidiary of the Company.  As HSNi
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is no longer an equity affiliate as of this date, the Company has not recorded share of earnings (losses) related to HSNi for the
three months ended March 31, 2018.

(2) As a result of the GCI Liberty Split-Off, LendingTree is no longer an equity affiliate of the Company as of March 9, 2018, and
the Company’s share of LendingTree’s earnings (losses) for the period ended March 31, 2018 are recorded through this date.  

 
 
  (10)   Intangible Assets

Goodwill

Changes in the carrying amount of goodwill are as follows:
 

         Corporate and   
     QVC  HSN  zulily     Other     Total  
  amounts in millions  
Balance at January 1, 2018  $ 5,190  933  917  42  7,082  

Foreign currency translation adjustments   35   —   —   —  35  
Disposition (1)    —   —   —  (25)  (25)  
Other (2)    —   2   —   —   2  

Balance at March 31, 2018  $ 5,225  935  917  17  7,094  

(1) As a result of the GCI Liberty Split-Off on March 9, 2018, the Company disposed of its wholly-owned subsidiary Evite,
resulting in a $25 million decrease to goodwill.

(2) As discussed in note 3, the preliminary purchase price allocation for the HSNi acquisition was adjusted, resulting in a $2 million
increase to goodwill. 

 
 
Intangible Assets Subject to Amortization

Amortization expense for intangible assets with finite useful lives was $109 million and $162 million for the three months ended
March 31, 2018 and 2017, respectively.  Based on its amortizable intangible assets as of March 31, 2018,  Qurate Retail expects that
amortization expense will be as follows for the next five years (amounts in millions):
 

Remainder of 2018     $ 292  
2019  $ 244  
2020  $ 174  
2021  $ 132  
2022  $ 78  
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  (11)   Long-Term Debt

Debt is summarized as follows:

  Outstanding       
  principal at  Carrying value  
     March 31, 2018     March 31, 2018     December 31, 2017  
  amounts in millions  
Corporate level debentures          

8.5% Senior Debentures due 2029  $ 287   286  285  
8.25% Senior Debentures due 2030   504   502  502  
4% Exchangeable Senior Debentures due 2029   434   319  316  
3.75% Exchangeable Senior Debentures due 2030   435   317  318  
3.5% Exchangeable Senior Debentures due 2031   323   358  342  
0.75% Exchangeable Senior Debentures due 2043    —    2   2  
1.75% Exchangeable Senior Debentures due 2046   750   836  868  

Subsidiary level notes and facilities          
QVC 3.125% Senior Secured Notes due 2019   400   399  399  
QVC 5.125% Senior Secured Notes due 2022   500   500  500  
QVC 4.375% Senior Secured Notes due 2023   750   750  750  
QVC 4.85% Senior Secured Notes due 2024   600   600  600  
QVC 4.45% Senior Secured Notes due 2025   600   599  599  
QVC 5.45% Senior Secured Notes due 2034   400   399  399  
QVC 5.95% Senior Secured Notes due 2043   300   300  300  
QVC Bank Credit Facilities   1,405   1,405  1,763  

HSNi Bank Credit Facilities
  500   500  460  

Other subsidiary debt   193   193  170  
Deferred loan costs    —   (27)  (24)  

Total consolidated Qurate Retail debt  $ 8,381   8,238  8,549  
Less current classification      (1,850)  (996)  
Total long-term debt $ 6,388 7,553

 
 
QVC Bank Credit Facilities

 
On June 23, 2016, QVC amended and restated its senior secured credit facility (the “Third Amended and Restated Credit Agreement”)

with zulily as co-borrower. The Third Amended and Restated Credit Agreement is a multi-currency facility that provides for a $2.65 billion
revolving credit facility, with a $300 million total sub-limit for standby letters of credit and $1.5 billion of uncommitted incremental
revolving loan commitments or incremental term loans. The Third Amended and Restated Credit Agreement includes a $400 million
tranche that may be borrowed by QVC and zulily, as co-borrowers with an additional $50 million sub-limit for standby letters of
credit.  The remaining $2.25 billion and any incremental loans may be borrowed only by QVC. The borrowers may elect that the loans
extended under the Third Amended and Restated Credit Agreement bear interest at a rate per annum equal to the annual base rate
or LIBOR, as each is defined in the Third Amended and Restated Credit Agreement.  Borrowings that are alternate base rate loans will bear
interest at a per annum rate equal to the base rate plus a margin that varies between 0.25% to 0.75% depending on QVC and zulily’s
combined ratio of Consolidated Total Debt to Consolidated EBITDA for the most recent four fiscal quarter period (the “Combined
Consolidated Leverage Ratio”). Borrowings that are LIBOR loans will bear interest at a per annum rate equal to the applicable LIBOR rate
plus a margin that varies between 1.25% and 1.75% depending on QVC and zulily’s Combined Consolidated Leverage Ratio. Each loan
may be prepaid at any time and from time to time without penalty other than customary breakage costs. No mandatory prepayments are
required other than when borrowings and letter of credit usage exceed availability; provided that, if zulily ceases to be controlled by Qurate
Retail, all of its loans must be repaid and its letters of credit cash collateralized. Any amounts prepaid on the revolving facility may be
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reborrowed. The facility matures on June 23, 2021, except that $140 million of the $2.25 billion commitment available to QVC matures on
March 9, 2020. Payment of loans may be accelerated following certain customary events of default.

 
The payment and performance of the borrowers’ obligations (including zulily’s obligations) under the Third Amended and Restated

Credit Agreement are guaranteed by each of QVC’s Material Domestic Subsidiaries (as defined in the Third Amended and Restated Credit
Agreement). Further, the borrowings under the Third Amended and Restated Credit Agreement are secured, pari passu with QVC’s existing
notes, by a pledge of all of the capital stock of QVC.  The payment and performance of the borrowers’ obligations with respect to the $400
million tranche available to both QVC and zulily are also guaranteed by each of zulily’s Material Domestic Subsidiaries (as defined in the
Third Amended and Restated Credit Agreement), if any, and are secured by a pledge of all of zulily’s equity interests.

 
The Third Amended and Restated Credit Agreement contains certain affirmative and negative covenants, including certain restrictions

on QVC and zulily and each of their restricted subsidiaries (subject to certain exceptions) with respect to, among other things: incurring
additional indebtedness; creating liens on property or assets; making certain loans or investments; selling or disposing of assets; paying
certain dividends and other restricted payments; dissolving, consolidating or merging; entering into certain transactions with affiliates;
entering into sale or leaseback transactions; restricting subsidiary distributions; limiting QVC’s consolidated leverage ratio, which is defined
in the Third Amended Restated Credit Agreement as QVC’s consolidated total debt to Adjusted OIBDA (as defined in note 13) ratio for the
most recent four fiscal quarter period; and limiting the Combined Consolidated Leverage Ratio.

 
The interest rate on borrowings outstanding under the Third Amended and Restated Credit Agreement was 3.2% at March 31, 2018.

Availability under the Third Amended and Restated Credit Agreement at March 31, 2018 was $1.2 billion, including the remaining portion
of the $400 million tranche that zulily may also borrow on. 

 
HSNi Bank Credit Facility 
   

On January 27, 2015, HSNi entered into a $1.25 billion five-year syndicated credit agreement ("Credit Agreement") which was secured
by 100% of the voting equity securities of HSNi's U.S. subsidiaries and 65% of HSNi's first-tier foreign subsidiaries. Certain HSNi
subsidiaries had unconditionally guaranteed HSNi's obligations under the Credit Agreement.  The Credit Agreement, which included a $750
million revolving credit facility and a $500 million term loan, could be increased up to $1.75 billion subject to certain conditions and was
set to expire on January 27, 2020. On December 29, 2017, the Credit Agreement was amended, the outstanding balance on the term loan
was repaid, and the revolving credit facility was increased to $1 billion.  The maturity of the revolving credit facility was extended to
December 29, 2022.  Loans under the amended Credit Agreement bear interest at a per annum rate equal to LIBOR plus a predetermined
margin that ranges from 1.25% to 1.75% or the Base Rate (as defined in the Credit Agreement) plus a predetermined margin that ranges
from 0.25% to 0.75%. HSNi pays a commitment fee ranging from 0.20% to 0.30% (based on the leverage ratio) on the unused portion of the
revolving credit facility.  
   

The Credit Agreement includes various covenants, limitations and events of default customary for similar facilities including a
maximum leverage ratio of 3.50x  (as defined in the Credit Agreement). The interest rate on the $500 million outstanding long-term debt
balance as of March 31, 2018 was 3.2%.  The amount available to HSNi under the revolving credit facility portion of the Credit Agreement
is reduced by the amount of outstanding letters of credit issued under the revolving credit facility, which totaled $8.2 million as of
March 31, 2018. The ability to draw funds under the revolving credit facility is dependent upon meeting the aforementioned financial
covenants. As of March 31, 2018, the amount that could be borrowed under the revolving credit facility, after consideration of the financial
covenants and the outstanding letters of credit, was approximately $492 million. 

 
Exchangeable Senior Debentures

 
The Company has elected to account for its exchangeable senior debentures using the fair value option. Accordingly, changes in the

fair value of these instruments are recognized as unrealized gains (losses) in the statements of operations.  As of March 31, 2018 the balance
of the 4% Exchangeable Senior Debentures due 2029, the 3.75% Exchangeable Senior Debentures due 2030, the 3.5% Exchangeable Senior
Debentures due 2031 and the 1.75% Exchangeable Senior
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Debentures due 2046 have been classified as current because the Company does not own shares to redeem the debentures.  For the
remaining exchangeables, the Company reviews the terms of the debentures on a quarterly basis to determine whether a triggering event has
occurred to require current classification of the exchangeables upon a call event. The 0.75% Exchangeable Senior Debentures due 2043 are
classified as current as of March 31, 2018 as they are currently redeemable.
 
Debt Covenants

Qurate Retail, QVC, HSNi and other subsidiaries of Qurate Retail are in compliance with all debt covenants at March 31, 2018.

Other Subsidiary Debt

Other subsidiary debt at March 31, 2018 is comprised primarily of capitalized satellite transponder lease obligations.

Fair Value of Debt

Qurate Retail 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 Qurate Retail for debt of the same remaining maturities (Level 2). The fair value of Qurate Retail's publicly traded debt securities
that are not reported at fair value in the accompanying condensed consolidated balance sheet at March 31, 2018 are as follows (amounts
in millions):

Senior debentures  $ 866  
QVC senior secured notes     $ 3,569  

 
Due to the variable rate nature, Qurate Retail believes that the carrying amount of its other debt, not discussed above, approximated

fair value at March 31, 2018.
 
 
(12)   Commitments and Contingencies

Distribution Center Lease
 

On July 2, 2015, QVC entered into a lease (the “Lease”) for a west coast distribution center. Pursuant to the Lease, the landlord built an
approximately one million square foot rental building in Ontario, California (the “Premises”), and thereafter leased the Premises to QVC as
its new west coast distribution center for an initial term of 15 years. Under the Lease, QVC is required to pay an initial base rent of
approximately $6 million per year, increasing to approximately $8 million per year by the final year of the initial term, as well as all real
estate taxes and other building operating costs. QVC also has an option to extend the term of the Lease for up to two consecutive terms of
10 years each.

 
QVC has the right to purchase the Premises and related land from the landlord by entering into an amended and restated agreement at

any time during the twenty-fifth or twenty-sixth months of the Lease's initial term, which will occur in June and July of 2018, with a $10
million initial payment and annual payments of $12 million over a term of 13 years.

 
QVC concluded that it was the deemed owner (for accounting purposes only) of the Premises during the construction period under build

to suit lease accounting. Building construction began in July of 2015. During the construction period, QVC recorded estimated project
construction costs incurred by the landlord as a projects in progress asset and a corresponding long-term liability in "Property and
equipment, net" and "Other long-term liabilities," respectively, on its consolidated balance sheet. In addition, QVC paid for normal tenant
improvements and certain structural improvements and recorded these amounts as part of the projects in progress asset. Upon completion of
construction, the long-term liability was reclassified to debt.
 

On August 29, 2016, QVC’s west coast distribution center officially opened. QVC concluded that the Lease does not meet the criteria
for “sale-leaseback” treatment under GAAP. Therefore, QVC is treating the Lease as a financing obligation and lease payments are being
attributed to: (1) a reduction of the principal financing obligation; (2) imputed
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interest expense; and (3) land lease expense representing an imputed cost to lease the underlying land of the Premises. In addition, the
building asset is being depreciated over its estimated useful life of 20 years. Although QVC did not begin making monthly lease payments
pursuant to the Lease until February 2017, the portion of the lease obligations allocated to the land is being treated for accounting purposes
as an operating lease that commenced in 2015. If QVC does not exercise its right to purchase the Premises and related land, QVC will
derecognize both the net book values of the asset and the financing obligation at the conclusion of the lease term.

Litigation

The Company has contingent liabilities related to legal and tax proceedings and other matters arising in the ordinary course of
business. Although it is reasonably possible Qurate Retail 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.
 
  
(13)   Information About Qurate Retail's Operating Segments

Qurate Retail, through its ownership interests in subsidiaries and other companies, is primarily engaged in the video and online
commerce industries.  Qurate Retail identifies its reportable segments as (A) those consolidated subsidiaries that represent 10% or more of
its consolidated annual revenue, annual Adjusted OIBDA or total assets and (B) those equity method affiliates whose share of earnings
represent 10% or more of Qurate Retail's annual pre-tax earnings.

Qurate Retail evaluates performance and makes decisions about allocating resources to its operating segments based on financial
measures such as revenue, Adjusted OIBDA, gross margin, average sales price per unit and revenue or sales per customer equivalent. In
addition, Qurate Retail reviews nonfinancial measures such as unique website visitors, number of units shipped, conversion rates and active
customers, as appropriate.

Qurate Retail defines Adjusted OIBDA as revenue less cost of sales, operating expenses, and selling, general and administrative
expenses excluding all stock-based compensation. Qurate Retail believes this measure 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, certain
purchase accounting adjustments, separately reported litigation settlements, transaction related costs (including restructuring, integration,
and advisory fees), and impairment charges that are included in the measurement of operating income pursuant to GAAP. Accordingly,
Adjusted OIBDA should be considered in addition to, but not as a substitute for, operating income, net income, cash flow provided by
operating activities and other measures of financial performance prepared in accordance with GAAP. Qurate Retail generally accounts for
intersegment sales and transfers as if the sales or transfers were to third parties, that is, at current prices.

For the three months ended March 31, 2018,  Qurate Retail has identified the following consolidated subsidiaries as its reportable
segments:

· QVC – a consolidated subsidiary that markets and sells a wide variety of consumer products in the United States and several
foreign countries, primarily by means of its televised shopping programs and via the Internet through its domestic and
international websites and mobile applications.

· HSN – a  consolidated subsidiary that markets and sells a wide variety of consumer products primarily in the United States by
means of its televised shopping programs and via the Internet and mobile transactions through its domestic websites.

· zulily – a consolidated subsidiary that markets and sells a wide variety of consumer products in the United States and several
foreign countries through flash sales events, primarily through its desktop, mobile and app experiences.
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Qurate Retail's operating 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 are the same as those described in the Company's Summary of Significant Accounting Policies in the Annual Report on Form 10-
K for the year ended December 31, 2017.

Performance Measures

  Three months ended  March 31,  
  2018  2017  
           Adjusted          Adjusted  
  Revenue  OIBDA  Revenue  OIBDA  
  amounts in millions  
QVC  $ 2,093  433  1,965  434  
HSN   509  43  NA  NA  
zulily   419  27  359  15  
Corporate and other   209  (11)   4  (12)  
Inter-segment eliminations    —   —  (1)  —  

Consolidated Qurate Retail  $ 3,230  492  2,327  437  
 

Other Information

  March 31, 2018  

  Total assets  
Investments
in affiliates  

Capital
expenditures  

  amounts in millions  
QVC  $ 11,484  41  36  
HSN   2,721   —   2  
zulily   2,283   —   4  
Corporate and other   2,227  163   5  

Consolidated Qurate Retail  $ 18,715  204  47  
 
The following table provides a reconciliation of Consolidated segment Adjusted OIBDA to  Operating income (loss) and  Earnings (loss)
from continuing operations before income taxes:

  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
Consolidated segment Adjusted OIBDA  $ 492  437  

Stock-based compensation   (23)  (16)  
Depreciation and amortization   (163) (208)  
Transaction related costs   (12)   —  

Operating income (loss)   294  213  
Interest expense   (98)  (90)  
Share of earnings (loss) of affiliates, net   (14)  (27)  
Realized and unrealized gains (losses) on financial instruments, net   99  175  
Other, net    4   1  

Earnings (loss) before income taxes  $ 285  272  
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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; international
expansion; new service offerings; revenue growth at QVC, Inc. ("QVC"); the recoverability of our goodwill and other long-lived assets; our
projected sources and uses of cash; and the anticipated impact of certain contingent liabilities related to legal and tax proceedings and other
matters arising in the ordinary course of 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 there can be no assurance
that the 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:

· customer demand for our products and services and our ability to adapt to changes in demand;
· competitor responses to our products and services;
· increased digital TV penetration and the impact on channel positioning of our programs;
· the levels of online traffic to our businesses' websites and our ability to convert visitors into customers or contributors;
· uncertainties inherent in the development and integration of new business lines and business strategies;
· our future financial performance, including availability, terms and deployment of capital;
· our ability to successfully integrate and recognize anticipated efficiencies and benefits from the businesses we acquire;
· 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, distributors, suppliers and vendors;
· domestic and international economic and business conditions and industry trends, including the impact of Brexit (as defined

below);
· consumer spending levels, including the availability and amount of individual consumer debt;
· changes in distribution and viewing of television programming, including the expanded deployment of personal video recorders,

video on demand and Internet protocol television and their impact on home shopping programming;
· rapid technological changes;
· failure to protect the security of personal information, subjecting us to potentially costly government enforcement actions and/or

private litigation and reputational damage;
· the regulatory and competitive environment of the industries in which we operate;
· threatened terrorist attacks, political and economic unrest in international markets and ongoing military action around the world;

and
· fluctuations in foreign currency exchange rates.

For additional risk factors, please see Part II, Item 1A. of this Quarterly Report on Form 10-Q. These forward-looking statements and
such risks, uncertainties and other factors speak only as of the date of this Quarterly Report on Form 10-Q, 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 our expectations with regard thereto, or any other change in events, conditions or circumstances on which any such statement is based.
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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 our
Annual Report on Form 10-K for the year ended December 31, 2017.

See note 2 of the accompanying condensed consolidated financial statements for an overview of new accounting standards that we
have adopted or that we plan to adopt that have had or may have an impact on our financial statements.

The information herein relates to Qurate Retail, Inc. (formerly named Liberty Interactive Corporation, prior to the Transactions
defined and described below, or “Liberty”) and its controlled subsidiaries (collectively “Qurate Retail,” the “Company,” “Consolidated
Qurate Retail,” “us,” “we” or “our” unless the context otherwise requires).

Overview
 
We own controlling and non-controlling interests in a broad range of video and online commerce companies. Our largest business and

reportable segment is QVC. QVC markets and sells a wide variety of consumer products in the United States (“U.S.”) and several foreign
countries, primarily by means of its televised shopping programs and the Internet through its domestic and international websites and
mobile applications. On December 29, 2017, we acquired the approximately 62% of HSN, Inc. (“HSNi”) we did not already own in an all-
stock transaction (the “Merger”) making HSNi a wholly-owned subsidiary. HSNi has two main operating segments: its televised shopping
business “HSN” and its catalog retail business “Cornerstone.”  HSN is a reportable segment, and Cornerstone is included in the “Corporate
and other” reportable segment. On October 1, 2015 we acquired zulily, llc (“zulily”), an online retailer offering customers a fun and
entertaining shopping experience with a fresh selection of new product styles launched every day. zulily is a reportable segment.  

 
Our “Corporate and other” category includes our consolidated subsidiary Cornerstone, an ownership interest in FTD Companies, Inc.

(“FTD”), which we account for as an equity method investment, and investments in ILG, Inc. (“ILG”) and Time Warner Inc. (“Time
Warner”), which are accounted for at their respective fair market values. See discussion below for the entities that were included in
Corporate and other in prior periods.
 

Prior to the Transactions (described and defined below), the Company utilized tracking stocks in its capital structure. A 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. Qurate Retail had two tracking stocks—QVC Group common
stock and Liberty Ventures common stock, which were intended to track and reflect the economic performance of the businesses, assets and
liabilities attributed to the QVC Group and the Ventures Group, respectively.  The QVC Group was comprised of the Company’s wholly-
owned subsidiaries QVC, zulily and HSNi, among other assets and liabilities.  The Ventures Group was comprised of businesses not
included in the QVC Group including Evite Inc. (“Evite”) and our interests in Liberty Broadband Corporation (“Liberty Broadband”),
LendingTree, Inc. (“LendingTree”), FTD, investments in Charter Communications, Inc. (“Charter”) and ILG, among other assets and
liabilities (which were all included in the Corporate and other category). The Company’s results are attributed to the QVC Group and the
Ventures Group through March 9, 2018.

On March 9, 2018, Qurate Retail completed the transactions contemplated by the Agreement and Plan of Reorganization (as amended,
the “reorganization agreement,” and the transactions contemplated thereby, the “Transactions”) among General Communication, Inc.
(“GCI”), an Alaska corporation, and Liberty Interactive LLC, a Delaware limited liability company and a direct wholly-owned subsidiary
of Liberty (“LI LLC”). Pursuant to the reorganization agreement, GCI amended and restated its articles of incorporation (which resulted in
GCI being renamed GCI Liberty, Inc. (“GCI Liberty”)) and effected a reclassification and auto conversion of its common stock. After
market close on March 8, 2018, Qurate Retail’s board of directors approved the reattribution of certain assets and liabilities from Qurate
Retail’s Ventures Group to its QVC Group, which was effective immediately. The reattributed assets and liabilities included cash, Qurate
Retail’s interest in ILG, FTD, certain green energy investments, LI LLC’s exchangeable debentures, and certain tax benefits. 

Following these events, Qurate Retail acquired GCI (renamed “GCI Liberty”) through a reorganization in which certain Qurate Retail
interests, assets and liabilities attributed to the Ventures Group were contributed (the “contribution”) to GCI Liberty in exchange for a
controlling interest in GCI Liberty. Qurate Retail and LI LLC contributed to GCI Liberty their entire equity interest in Liberty Broadband,
Charter, and LendingTree, the Evite operating business and other assets and liabilities attributed to Qurate Retail’s Venture Group
(following the reattribution), in exchange for (a) the issuance to
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LI LLC of a number of shares of GCI Liberty Class A Common Stock and a number of shares of GCI Liberty Class B Common Stock
equal to the number of outstanding shares of Series A Liberty Ventures common stock and Series B Liberty Ventures common stock on
March 9, 2018, respectively, (b) cash and (c) the assumption of certain liabilities by GCI Liberty.

Following the contribution, Qurate Retail effected a tax-free separation of its controlling interest in the combined company (the “GCI
Liberty Split-Off”), GCI Liberty, to the holders of Liberty Ventures common stock in full redemption of all outstanding shares of such
stock, in which each outstanding share of Series A Liberty Ventures common stock was redeemed for one share of GCI Liberty Class A
common stock and each outstanding share of Series B Liberty Ventures common stock was redeemed for one share of GCI Liberty Class B
common stock.  Simultaneous with the closing of the Transactions, QVC Group common stock became the only outstanding common stock
of Qurate Retail, and thus QVC Group common stock ceased to function as a tracking stock.

Results of Operations—Consolidated

General.    We provide in the tables below information regarding our consolidated Operating Results and Other Income and Expense,
as well as information regarding the contribution to those items from our principal reporting segments. The "Corporate and other" category
consists of those assets or businesses which we do not disclose separately. For a more detailed discussion and analysis of the financial
results of the principal reporting segments, see "Results of Operations—Businesses" below.
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Operating Results
 
  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
Revenue       
QVC  $ 2,093  1,965  
HSN   509  NA  
zulily   419  359  
Inter-segment eliminations    —  (1)  
Corporate and other   209   4  

Consolidated Qurate Retail  $ 3,230  2,327  
       

Former QVC Group   (a)  2,323  
Former Ventures Group   (a)   4  

       
Operating Income (Loss)       
QVC  $ 343  271  
HSN   13  NA  
zulily   (28)  (38)  
Corporate and other   (34)  (20)  

Consolidated Qurate Retail  $ 294  213  
       

Former QVC Group   (a)  226  
Former Ventures Group   (a)  (13)  

       
Adjusted OIBDA       
QVC  $ 433  434  
HSN   43  NA  
zulily   27  15  
Corporate and other   (11)  (12)  

Consolidated Qurate Retail  $ 492  437  
       

Former QVC Group   (a)  445  
Former Ventures Group   (a)  (8) 

(a) Due to the GCI Liberty Split-Off, including the redemption of outstanding shares of Liberty Ventures common stock, the
Ventures Group and the QVC Group tracking stock structure no longer exists as of March 9, 2018, however amounts were
attributed to the Ventures Group and the QVC Group from January 1, 2018 through March 9, 2018. Attributed to the Ventures
Group was revenue of $3 million, operating loss of $8 million, and an Adjusted OIBDA loss of $5 million for the three months
ended March 31, 2018.  

Revenue.    Consolidated Qurate Retail revenue increased 38.8% or $903 million for the three months ended March 31, 2018, as
compared to the corresponding period in the prior year. The increase in the three months ended March 31, 2018 was due in part to the
acquisition of HSN which had revenue of $509 million for the three months ended March 31, 2018. The increase in Corporate and other
revenue was primarily due to the acquisition of Cornerstone which had revenue of $207 million for the three months ended March 31, 2018.
The increase was also due to increased revenue at QVC of $128 million for the three month period ended March 31, 2018, and increased
revenue at zulily of $60 million for the three month period ended March 31, 2018. See "Results of Operations—Businesses" below for a
more complete discussion of the results of operations of QVC, HSN and zulily.

Stock-based compensation.    Stock-based compensation includes compensation primarily related to options, restricted stock awards
and restricted stock units for shares of our common stock that are granted to certain of our officers and employees. 
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We recorded $23 million and $16 million of stock-based compensation for the three months ended March 31, 2018 and 2017,
respectively. The increase of $7 million for the three months ended March 31, 2018 was primarily due to an increase in stock compensation
expense at QVC of $4 million and HSNi of $3 million. As of March 31, 2018, the total unrecognized compensation cost related to unvested
Qurate Retail equity awards was approximately $107 million. Such amount will be recognized in our condensed consolidated statements of
operations over a weighted average period of approximately  2.2 years. 

Operating income.    Our consolidated operating income increased 38.0% or $81 million for the three months ended March 31, 2018,
as compared to the corresponding period in the prior year. The increase in operating income for the three months ended March 31, 2018 was
primarily due to an increase in operating income at QVC of $72 million, the acquisition of HSN which had operating income of $13 million
for the three months ended March 31, 2018, and a decrease in operating losses at zulily of $10 million, partially offset by a $14 million
increase in operating loss in the Corporate and other segment, that was primarily the result of operating losses at Cornerstone of $9
million.  See "Results of Operations—Businesses" below for a more complete discussion of the results of operations of QVC, HSN and
zulily.

Adjusted OIBDA.    We define Adjusted OIBDA as revenue less cost of sales, operating expenses and selling, general and
administrative ("SG&A") expenses excluding all 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 depreciation and amortization, stock-based compensation, certain purchase accounting adjustments, separately reported litigation
settlements, transaction related costs (including restructuring, integration, and advisory fees), and impairment charges that are included in
the measurement of operating income pursuant to GAAP. Accordingly, Adjusted OIBDA should be considered in addition to, but not as a
substitute for, operating income, net income, cash flow provided by operating activities and other measures of financial performance
prepared in accordance with GAAP. See note 13 to the accompanying condensed consolidated financial statements for a reconciliation of
Adjusted OIBDA to Operating income and Earnings (loss) from continuing operations before income taxes.

Consolidated Adjusted OIBDA increased 12.6% or $55 million for the three months ended March 31, 2018, as compared to the
corresponding period in the prior year.  The increase in Adjusted OIBDA for the three months ended March 31, 2018 was primarily due to
the acquisition of HSN which had Adjusted OIBDA of $43 million for the three months ended March 31, 2018, and an increase at zulily of
$12 million, partially offset by a decrease at QVC of $1 million and an increase in Corporate and other Adjusted OIBDA of $1 million.  See
"Results of Operations—Businesses" below for a more complete discussion of the results of operations of QVC, HSN and zulily.

Other Income and Expense

Components of Other income (expense) are presented in the table below.
 
  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
       
Interest expense  $ (98)  (90)  
Share of earnings (losses) of affiliates   (14)  (27)  
Realized and unrealized gains (losses) on financial instruments, net   99  175  
Other, net    4   1  

Other income (expense)  $ (9) 59  
       

Former QVC Group   (a)  (64)  
Former Ventures Group   (a)  123  

(a) Due to the GCI Liberty Split-Off, the Ventures Group and the QVC Group tracking stocks no longer exist as of March 9, 2018,
however amounts were attributed to the Ventures Group and the QVC Group from January 1,

I-34

 



Table of Contents

2018 through March 9, 2018. Attributed to the Ventures Group was other income of $120 million for the three months ended
March 31, 2018.

Interest expense.    Interest expense increased for the three months ended March 31, 2018, as compared to the corresponding period in
the prior year, primarily due to the HSNi Bank Credit Facilities that were not outstanding at March 31, 2017 and a higher interest rate on the
QVC Bank Credit Facilities during the three months ended March 31, 2018 compared to the same period in the prior year.

 
Share of earnings (losses) of affiliates.    The following table presents our share of earnings (losses) of affiliates:
 

  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
HSNi (1)  $ NA  16  
FTD   (8)  (5)  
LendingTree (2)    —   2  
Other (3)   (6)  (40)  

  $ (14)  (27)  

(1) On December 29, 2017, the Company acquired the approximately 62% of HSNi it did not already own in an all-stock transaction
making HSNi a wholly-owned subsidiary of the Company.  As HSNi is no longer an equity affiliate as of this date, the Company
has not recorded share of earnings (losses) related to HSNi for the three months ended March 31, 2018.

(2) As a result of the GCI Liberty Split-Off, LendingTree is no longer an equity affiliate of the Company as of March 9, 2018, and
the Company’s share of LendingTree’s losses for the period ended March 31, 2018 are recorded through March 9, 2018. 

(3) The share of losses in the “Other” category is primarily related to our investments in alternative energy solution entities. These
entities typically operate at a loss and we record our share of such losses. We note these entities typically have favorable tax
attributes and credits, which are recorded in our tax accounts.    

Realized and unrealized gains (losses) on financial instruments, net.    Realized and unrealized gains (losses) on financial
instruments, net are comprised of changes in the fair value of the following:

  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
Equity securities  $ 114  260  
Exchangeable senior debentures   17  (84)  
Indemnification asset   (29)   —  
Other financial instruments   (3) (1)  
  $ 99  175  
 

The changes in realized and unrealized gains (losses) on financial instruments, net are due to market activity in the period on the
various financial instruments that are marked to market on a periodic basis. The decrease for the three months ended March 31, 2018,
compared to the corresponding period in the prior year, was primarily driven by a decrease in the unrealized gain on the investment in
Charter and an unrealized loss on the indemnification asset as a result of the GCI Liberty Split-Off, partially offset by an increase in
unrealized gains on exchangeable debt.  
 

Other, net. Other, net includes the impact of foreign currency at QVC. Certain loans between QVC and its subsidiaries are deemed to
be short-term in nature, and accordingly, the translation of these loans is recorded in the accompanying condensed consolidated statements
of operations. The change in foreign currency gain (loss) was also due to variances in interest and operating payables balances between
QVC and its international subsidiaries denominated in the currency of the subsidiary and the effects of currency exchange rate changes on
those balances. Other, net remained relatively consistent for the three months ended March 31, 2018, compared to the corresponding period
in the prior year.
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Income taxes. We had income tax expense of $29 million and $84 million for the three months ended March 31, 2018 and 2017,
respectively. Income tax expense was lower than the U.S. statutory tax rate of 21% during the three months ended March 31, 2018 due to
tax benefits from tax credits generated by our alternative energy investments and a decrease in the state effective tax rate used to measure
deferred taxes, partially offset by state tax expense.   Income tax expense was lower than the U.S. statutory tax rate of 35% during the three
months ended March 31, 2017, due to a benefit from tax credits generated by our alternative energy investments partially offset by state tax
expense.

 
Net earnings. We had net earnings of $397 million and $519 million for the three months ended March 31, 2018 and 2017,

respectively. The change in net earnings was the result of the above-described fluctuations in our revenue, expenses and other gains and
losses.
 
Material Changes in Financial Condition

As of March 31, 2018, substantially all of our cash and cash equivalents are invested in U.S. Treasury securities, other government
agencies, AAA rated money market funds and other highly rated financial and corporate debt instruments.

The following are potential sources of liquidity: available cash balances, equity issuances, dividend and interest receipts, proceeds
from asset sales, monetization of our public investment portfolio, debt (including availability under QVC’s Senior Secured Credit Facility,
(the “Third Amended and Restated Credit Facility”)) and HSNi’s Bank Credit Facility, as discussed in note 11 of the accompanying
condensed consolidated financial statements) and cash generated by the operating activities of our wholly-owned subsidiaries.  Cash
generated by the operating activities of our subsidiaries is only a source of liquidity to the extent such cash exceeds the working capital
needs of the subsidiaries and is not otherwise restricted such as, in the case of QVC, zulily and HSNi, due to a requirement that a leverage
ratio (defined as the ratio of subsidiaries’ consolidated total debt to Adjusted OIBDA for the most recent four fiscal quarter period) of less
than 3.5 to 1.0 must be maintained.

During the quarter there have been no changes to our corporate or subsidiary debt credit ratings, except for LI, LLC’s issue-level
rating which was downgraded to BB- from BB by S&P Global Ratings in March 2018. All other credit ratings remained unchanged.

As of March 31, 2018,  Qurate Retail's liquidity position consisted of the following:
 
  Cash and cash  Equity  
  equivalents  securities  
  amounts in millions  
QVC  $ 348   —  
HSNi   23   —  
zulily   20   —  
Corporate and other   664  611  

Total Qurate Retail  $ 1,055  611  
 

To the extent that the Company recognizes any taxable gains from the sale of assets we may incur tax expense and be required to
make tax payments, thereby reducing any cash proceeds.  Additionally, we have borrowing capacity of approximately $1.2  billion under the
Third Amended and Restated Credit Facility at March 31, 2018, including the remaining portion of the $400 million tranche that zulily may
utilize. As of March 31, 2018, QVC had approximately $215 million of cash and cash equivalents held in foreign subsidiaries that is
available for domestic purposes with no significant tax consequences upon repatriation to the U.S. QVC accrues taxes on the unremitted
earnings of its international subsidiaries. Approximately 55% of this foreign cash balance was that of QVC-Japan. QVC owns 60% of
QVC-Japan and shares all profits and losses with the 40% minority interest holder, Mitsui & Co., LTD (“Mitsui”).  QVC believes that it
currently has appropriate legal structures in place to repatriate foreign cash as tax efficiently as possible and meet the business needs of
QVC.
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Additionally, our operating businesses have generated, on average, more than $1 billion in annual cash provided by operating
activities over the prior three years and we do not anticipate any significant reductions in that amount in future periods.

 
  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
Cash Flow Information       

Net cash provided (used) by operating activities  $ 288  426  
Net cash provided (used) by investing activities  $ (89)  (52)  
Net cash provided (used) by financing activities  $ (61)  (387)  

 
During the three months ended March 31, 2018,  Qurate Retail's primary uses of cash were the GCI Liberty Split-Off of $475 million,

and the repurchase of Series A QVC Group common stock of $217 million, offset by the net borrowings of certain debt obligations of
approximately $672 million.

 
The projected uses of Qurate Retail cash for the remainder of 2018 are the continued capital improvement spending of approximately

$290 million, the repayment of certain debt obligations (including approximately $190 million for interest payments on outstanding debt),
the potential buyback of common stock under the approved share buyback program and additional investments in existing or new
businesses. We further expect to use cash to make negotiated repurchases of LI LLC’s 1.75% Exchangeable Debentures due 2046 (the
“1.75% Exchangeable Debentures”), which will be partially offset by amounts indemnified by GCI Liberty as further discussed in note 7 to
the accompanying condensed consolidated financial statements.  Our repurchases, if large enough, could adversely affect the liquidity of
any debentures that remain outstanding. We also may be required to make net payments of income tax liabilities to settle items under
discussion with tax authorities. We expect that cash on hand and cash provided by operating activities and borrowing capacity in future
periods will be sufficient to fund projected uses of cash.
 
Results of Operations—Businesses

 
QVC.  QVC is a retailer of a wide range of consumer products, which are marketed and sold primarily by merchandise-focused

televised shopping programs, the Internet and mobile applications. In the United States ("U.S."), QVC’s televised shopping programs,
including live and recorded content, are broadcast across multiple channels nationally on a full-time basis, including QVC, QVC 2 and
Beauty iQ. QVC-U.S. programming is also available on QVC.com, QVC’s U.S. website; mobile applications via streaming video; over-the-
air broadcasters; and over-the-top content platforms (Roku, Apple TV, Facebook, etc.).  
 

QVC believes that its digital platforms complement its televised shopping programs by allowing consumers to purchase a wide
assortment of goods offered on its televised programs, as well as other products that are available only on its digital platforms. QVC views
e-commerce as a natural extension of its business, allowing QVC to stream live video and offer on-demand video segments of items
recently presented live on its televised programs. QVC’s digital platforms allow shoppers to browse, research, compare and perform
targeted searches for products, control the order-entry process and conveniently access their QVC account.
 

QVC’s international televised shopping programs, including live and recorded content, are distributed to households outside of the
U.S., primarily in Germany, Austria, Japan, the United Kingdom ("U.K."), the Republic of Ireland, Italy and France. In some of the
countries where QVC operates, its televised shopping programs are broadcast across multiple QVC channels: QVC Beauty & Style and
QVC2 in Germany and QVC Beauty, QVC Extra, and QVC Style in the U.K. The programming created for most of these markets is also
available via streaming video on QVC’s digital platforms. QVC’s international business employs product sourcing teams who select
products tailored to the interests of each local market.
 

QVC's Japanese operations (“QVC-Japan”) are conducted through a joint venture with Mitsui. QVC-Japan is owned 60% by QVC
and 40% by Mitsui. QVC and Mitsui share in all profits and losses based on their respective ownership interests. During the three months
ended March 31, 2018 and 2017, QVC-Japan paid dividends to Mitsui of $23 million and $22 million, respectively.
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Additionally, QVC also has a joint venture with CNR Media Group, formerly known as China Broadcasting Corporation, a limited
liability company owned by China National Radio (''CNR'').  QVC owns a 49% interest in a CNR subsidiary, CNR Home Shopping Co.,
Ltd. (''CNRS''). CNRS operates a retail business in China through a shopping television channel with an associated website. This joint
venture is accounted for as an equity method investment recorded in share of earnings (losses) of affiliates, net in the condensed
consolidated statements of operations.

 
QVC's operating results were as follows:
 

  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
Net revenue  $ 2,093  1,965  
Cost of sales   (1,320)  (1,243)  
Operating   (145)  (137)  
SG&A expenses (excluding stock-based compensation and transaction related costs )   (195)  (151)  

Adjusted OIBDA   433  434  
Stock-based compensation   (9)  (6)  
Depreciation and amortization   (77)  (157)  
Transaction related costs   (4)   —  

Operating income  $ 343  271  
 

Net revenue was generated in the following geographical areas:
 
  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
QVC-U.S.  $ 1,417   1,370  
QVC-International   676   595  

Consolidated QVC  $ 2,093   1,965  
 

QVC's consolidated net revenue increased 6.5% for the three months ended March 31, 2018, as compared to the corresponding period
in the prior year. The increase in net revenue of $128 million for the three month period was primarily comprised of an increase of $121
million due to a 5.5% increase in units sold, $67 million due to favorable foreign currency rates across all markets, and $26 million due to
the inclusion of QVC-branded credit card income (“Q-Card Income”) in the U.S., due to the adoption of new accounting guidance on
revenue from contracts with customers, which was previously recorded as an offset to SG&A for the three months ended March 31, 2017.
These increases were partially offset by a 2.2% decrease in average selling price per unit ("ASP") and an increase in estimated product
returns of $33 million primarily driven by the U.S. and Germany.  The changes in units sold, foreign exchange rates, ASP and estimated
products returns are partially impacted by the change in the timing of revenue recognition as part of the adoption of new accounting
guidance on revenue from contracts with customers.  For the three months ended March 31, 2018, the impact of this change was a $23
million increase to net revenue in comparison to net revenue for the three months ended March 31, 2018 without the adoption of new
accounting guidance on revenue from contracts with customers.

 
During the three months ended March 31, 2018 and 2017, the changes in revenue and expenses were affected by changes in the

exchange rates for the U.K. 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 revenue and operating cash flow will be negatively affected.  

 
In describing QVC’s operating results, the term currency exchange rates refers to the currency exchange rates QVC uses to convert the

operating results for all countries where the functional currency is not the U.S. Dollar. QVC calculates the effect of changes in currency
exchange rates as the difference between current period activity translated using the prior period's currency exchange rates. QVC refers to
the results of this calculation as the impact of currency exchange rate fluctuations. Constant currency operating results refers to operating
results without the impact of the currency exchange
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rate fluctuations. The disclosure of constant currency amounts or results permits investors to better understand QVC’s underlying
performance without the effects of currency exchange rate fluctuations.

 
The percentage change in net revenue for each of QVC's geographic areas in U.S. Dollars and in constant currency was as follows:
 

  Three months ended  
  March 31, 2018  

     U.S. Dollars  
Foreign Currency Exchange

Impact  Constant Currency  
QVC-U.S.  3.4 %    — %   3.4 %   
QVC-International  13.6 %   11.3 %   2.3 %   
 

QVC-U.S. net revenue growth for the three months ended March 31, 2018 was primarily due to a 7.6%  increase in units sold and $26
million due to the change in revenue recognition as a result of ASC 606 related to Q-Card Income in the U.S. which was previously recorded
as an offset to SG&A expense for the three months ended March 31, 2017. QVC-U.S. experienced shipped sales growth in all categories
except electronics and jewelry. The net revenue increase was offset by a 4% decrease in ASP, and an increase in estimated product returns
of $27 million. The increase in estimated product returns was primarily due to an overall higher return rate and increased sales volume. 
 

QVC-International net revenue growth in constant currency for the three months ended March 31, 2018 was primarily due to a 2.0%
increase in units shipped, driven by increases in the U.K., and Japan, offset by a decrease in Italy. In addition, there was a 0.8% increase in
ASP primarily in Germany and Italy, offset by the U.K. and Japan.  The growth was offset by a $6 million increase in estimated product
returns in Germany due to an overall higher rate of return. QVC-International experienced shipped sales growth in constant currency in all
categories except apparel.

 
QVC's future net revenue growth will primarily depend on sales growth from e-commerce and mobile platforms, additions of new

customers from households already receiving QVC's television programming and increased spending from existing customers. QVC's future
net revenue may also be affected by (i) the willingness of cable television and direct-to-home satellite system operators to continue carrying
QVC's programming service; (ii) QVC's ability to maintain favorable channel positioning, which may become more difficult due to
governmental action or from distributors converting analog customers to digital; (iii) changes in television viewing habits because of
personal video recorders, video-on-demand and Internet video services; and (iv) general economic conditions.

 
On June 23, 2016, the U.K. held a referendum in which British citizens approved an exit from the European Union (the “E.U.”),

commonly referred to as “Brexit.” As a result of the referendum, the global markets and currencies have been adversely impacted, including
a sharp decline in the value of the U.K. Pound Sterling as compared to the U.S. Dollar. Volatility in exchange rates is expected to continue in
the short term as the U.K. negotiates its exit from the E.U.  In the longer term, any impact from Brexit on us will also depend, in part, on the
outcome of tariff, trade, regulatory and other negotiations. Although it is unknown what the result of those negotiations will be, it is possible
that new terms may adversely affect QVC’s operations and financial results. On March 29, 2017, the U.K. invoked Article 50 of the Treaty
of Lisbon, which is the first step of the U.K.’s formal exit from the E.U. This started the two-year window in which the U.K. and the
European Commission can negotiate future terms for imports, exports, taxes, employment, immigration and other areas, ending in the exit of
the U.K. from the E.U.

QVC's cost of sales as a percentage of net revenue was 63.1% for the three months ended March 31, 2018, compared to 63.3% for the
three months ended March 31, 2017. For the three months ended March 31, 2018, cost of sales as a percentage of revenue decreased
primarily due to inclusion of Q-Card Income offset by higher warehouse and freight costs associated with the reduction of ASP and higher
margin returns.

 
QVC's operating expenses are principally comprised of commissions, order processing and customer service expenses, credit card

processing fees and telecommunications expenses. Operating expenses increased $8 million or 5.8% for the three months ended March 31,
2018, compared to the same period in the prior year. For the three months ended March 31, 2018, operating expenses increased primarily
due to a $4 million increase in credit card processing fees and $4 million from unfavorable foreign currency exchange rates.
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QVC's SG&A expenses (excluding stock-based compensation and transaction related costs) include personnel, information
technology, provision for doubtful accounts, production costs, marketing and advertising expenses and during 2017, credit card income.
Such expenses increased $44 million for the three months ended March 31, 2018, as compared to the same period in the prior year, and as a
percentage of net revenue, increased from 7.7% to 9.3% for the three months ended March 31, 2018, as compared to the three months ended
March 31, 2017.  For the three months ended March 31, 2018, the increase was primarily due to $26 million as a result of the
reclassification of Q-Card Income as a result of the adoption of new accounting guidance on revenue from contracts with customers, which
was previously recorded as an offset to SG&A expense for the three months ended March 31, 2017. Additionally, there was a $10 million
increase due to unfavorable exchange rates, a $3 million increase in personnel costs primarily in the U.S., and a $3 million increase in
outside services primarily in Germany.

Depreciation and amortization consisted of the following:
 

  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
Affiliate agreements  $  1  36  
Customer relationships    1  41  

Acquisition related amortization    2  77  
Property and equipment   38  41  
Software amortization   22  24  
Channel placement amortization and related expenses   15  15  

Total depreciation and amortization  $ 77  157  
 

For the three months ended March 31, 2018,  acquisition related amortization expense decreased primarily due to the end of the useful
lives of certain affiliate agreements and customer relationships established at the time of the Company’s acquisition of QVC in 2003.

 
Transaction related costs increased by $4 million for the three months ended March 31, 2018 as compared to the corresponding period

in the prior year due to incremental expenses directly related to the acquisition of HSNi.
 
H S N .    On December 29, 2017, Qurate Retail acquired the approximately 62% of HSNi it did not already own in an all-stock

transaction making HSNi a wholly-owned subsidiary. As HSNi’s Cornerstone operating segment was included in the “Corporate and other”
reportable segment (see note 13 in the accompanying condensed consolidated financial statements), the information presented in this section
relates to the HSN reportable segment. Although HSN’s results are only included in Qurate Retail’s results since January 1, 2018, we
believe a discussion of HSN’s stand alone results compared to the prior year period promotes a better understanding of the overall results of
its business.

   
HSN is an interactive entertainment and lifestyle retailer offering a curated assortment of exclusive products and top brand names to

its customers primarily through television home shopping programming on the HSN television networks, through its business-to-consumer
digital commerce site HSN.com, through mobile applications, through outlet stores and through wholesale distribution of certain proprietary
products to other retailers.  HSN incorporates entertainment, inspiration and personalities to provide an entirely unique shopping
experience. HSN’s live programming is distributed via its nationally televised shopping program seven days a week, 364 days per year.
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HSN’s stand-alone operating results for the three months ended March 31, 2018 and 2017 were as follows:
 

 Three months ended  
 March 31,  
 2018     2017 (1)  
 amounts in millions  
Net revenue $ 509  562  
Cost of sales  (336) (373) 
SG&A expenses (excluding stock-based compensation and transaction related costs)  (130) (141) 
Adjusted OIBDA  43  48  
Stock-based compensation  (2) (3) 
Depreciation and amortization  (24)  (8) 
Transaction related costs  (4)  —  
Operating income (loss) $ 13  37  

(1) HSN has reclassified certain costs between financial statement line items to conform with Qurate Retail’s reporting structure for
ease of comparability for the periods presented.

 
HSN’s net sales primarily relate to the sale of merchandise, including shipping and handling fees, and are reduced by incentive

discounts and actual and estimated sales returns. Sales taxes collected are not included in net sales. Digital sales include sales placed through
its websites and its mobile applications, including tablets and smart phones.  Revenue is recorded when delivery to the customer has
occurred. Delivery is considered to have occurred when the customer takes title and assumes the risks and rewards of ownership, which is
on the date of shipment. HSN’s sales policy allows customers to return virtually all merchandise for a full refund or exchange, subject to
pre-established time restrictions. 

 
HSN’s net revenue decreased 9.4% for the three months ended March 31, 2018, as compared to the corresponding period in the prior

year. The decrease in net revenue was primarily attributed to a 4.5% decrease in ASP and a 6.3% decrease in units shipped. The decline was
partially offset by a 0.6% improvement in the sales return rate from 15.0% to 14.4%.  HSN experienced sales declines in all categories with
the exception of beauty.  The three months ended March 31, 2018 includes $3.9 million of revenue associated with HSN’s private label
credit card program which was reclassified from SG&A to net revenue due to the adoption of new accounting guidance on revenue from
contracts with customers.

 
HSN's cost of sales as a percentage of net revenue was 66.0% and 66.4% for the three months ended March 31, 2018 and 2017,

respectively. The decrease for the three months ended March 31, 2018, as compared to the corresponding period in the prior year, was
primarily attributed to higher product margins partially offset by higher outbound freight and fuel costs.  The improved product margins
were largely driven by sales mix and less clearance activity.

 
HSN’s SG&A expenses (excluding stock-based compensation and transaction related costs) include personnel, commissions,

information technology, order processing and customer service expenses, credit card processing fees, credit card income (prior to the
change in revenue recognition due to ASC 606), provision for doubtful accounts, productions costs and marketing and advertising expense.
These expenses decreased $11 million, and as a percentage of net revenue, increased from 25.1% to 25.5% for the three months ended
March 31, 2018, as compared to the same period in the prior year.  The prior year period includes $4 million of revenue associated with
HSN’s private label credit card program which was previously classified as on offset to expenses in SG&A prior to the change in revenue
recognition due to ASC 606.  If this revenue had been reclassified to conform with the current year presentation, HSN’s SG&A expenses
would have decreased $15 million, and as a percentage of net revenue, decreased from 25.8% to 25.5% for the three months ended March
31, 2018 as compared to the same period in the prior year. The decrease in SG&A expense was primarily due to lower personnel costs of $7
million, a decrease in bad debt expense of $2 million related to HSN’s Flexpay program and lower commissions, consulting and marketing
costs.  The decrease in personnel costs was primarily due to synergies realized from the QVC integration. The decrease in bad debt expense
is due to lower usage and improved loss rates of HSN’s Flexpay program. The increase in expense as a percentage of net revenue was driven
by the classification of the
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credit card income and deleveraging of fixed costs due to the decrease in net sales, partially offset by the decrease in bad debt expenses.  
 

Stock-based compensation includes compensation related to stock options, stock appreciation rights and restricted stock units granted
to certain employees. Stock-based compensation expense decreased $1 million for the three months ended March 31, 2018, as compared to
the same period in the prior year, primarily as a result of integration-related synergies.

 
HSN’s depreciation and amortization expense increased $16 million for the three months ended March 31, 2018, as compared to the

corresponding period in the prior year.  The increase in 2018 is primarily attributed to amortization of intangible assets recognized in
purchase accounting.

 
Transaction related costs include incremental severance and integration expenses directly related to the acquisition of HSNi by Qurate

Retail in December 2017.
 

zulily.  zulily is an online retailer offering customers a fun and entertaining shopping experience with a fresh selection of new product
styles launched each day. The zulily website was launched in January 2010 with the goal of revolutionizing the way women shop. Through
its desktop, mobile and app experiences, zulily helps its customers discover new products at great values that they would likely not find
elsewhere. zulily’s merchandise includes women’s, children’s and men’s apparel and other products such as home, beauty and personalized
products. zulily's stand-alone operating results for the three months ended March 31, 2018 and 2017 were as follows:
 
  Three months ended  
  March 31,  
     2018     2017  
  amounts in millions  
Net revenue  $ 419  359  
Costs of sales   (309)  (263)  
Operating   (12)  (11)  
SG&A expenses (excluding stock-based compensation)   (71)  (70)  

Adjusted OIBDA   27  15  
Stock-based compensation   (4)  (3)  
Depreciation and amortization   (51)  (50)  

Operating income (loss)  $ (28)  (38)  
 
zulily's consolidated net revenue increased 16.7% for the three months ended March 31, 2018, as compared to the corresponding

period in the prior year. The increase in net revenue for the three months ended March 31, 2018 was primarily attributed to a 11.5% increase
in orders placed driven by a 24.5% increase in active customers year over year. Also, net revenue increased 3% increase due to the adoption
of new accounting guidance on revenue which requires revenue to be recognized at the time of shipment, whereas in the prior year revenue
was recognized when the shipment reached its destination. An active customer is defined as an individual who has purchased at least once
in the last twelve months, measured from the last date of a period.

 
zulily's cost of sales as a percentage of revenue was 73.7% and 73.3% for the three months ended March 31, 2018 and

2017, respectively. For the three months ended March 31, 2018, the increase was primarily due to higher fulfillment and shipping
expenses.  

 
zulily’s operating expenses are principally comprised of credit card processing fees and customer service expenses.  For the three

months ended March 31, 2018, operating expenses increased slightly as compared to the corresponding period in the prior year as a result of
higher customer service costs and an increase in credit card processing fees which were driven by higher sales volumes.

 
zulily’s SG&A expenses (excluding stock-based compensation) include personnel related costs for general corporate functions,

marketing and advertising expenses, information technology, and the costs associated with the use by these functions of facilities and
equipment, including rent. For the three months ended March 31, 2018, these expenses increased slightly as a result of higher technology
and marketing related expenses as compared to the corresponding period in the
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prior year. As a percentage of net revenue, they decreased from 19.5% to 16.9%, as compared to the corresponding period in the prior year.
 

zulily’s total depreciation and amortization of intangible assets expense increased $1 million for the three months ended March 31,
2018, as compared to the corresponding period in the prior year. The increase is attributed to higher amortization of software.

 
 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 financial activities and the conduct

of operations by 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.

 
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, (ii) issuing variable rate debt with appropriate maturities and interest rates and (iii) entering into interest
rate swap arrangements when we deem appropriate. As of March 31, 2018, our debt is comprised of the following amounts:

 
  Variable rate debt  Fixed rate debt  
           Weighted           Weighted  
  Principal  average  Principal  average  
  amount  interest rate  amount  interest rate  
  dollar amounts in millions  
QVC  $ 1,405  3.2 %  $ 3,735  4.6 %  
HSNi  $ 500  3.2 %  $  8  1.8 %  
Corporate and other  $  —   — %  $ 2,733  4.5 %  
 

We 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 periodically use equity collars 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.

 
At March 31, 2018, the fair value of our equity securities was $518 million. Had the market price of such securities been 10% lower at

March 31, 2018, the aggregate value of such securities would have been $52 million lower.  Our investment in FTD is a publicly traded
security and is accounted for as an equity method affiliate, which is not reflected at fair value in our balance sheet.  The fair value of FTD
was $37 million at March 31, 2018 and had the market price been 10% lower at March 31, 2018, the aggregate value would have been $4
million lower. Such changes in value are not directly reflected in our statement of operations.  Additionally, our exchangeable senior
debentures are also subject to market risk. Because we mark these instruments to fair value each reporting date, increases in the stock price
of the respective underlying security and decreases in interest rates generally result in higher liabilities and unrealized losses in our
statement of operations.

 
Qurate Retail 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
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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 accumulated 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 translated at the
average rate for the period. Accordingly, Qurate Retail 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. QVC's reported Adjusted OIBDA for the three
months ended March 31, 2018 would have been impacted by approximately $1 million for every 1% change in foreign currency exchange
rates relative to the U.S. Dollar.

 
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 largely offset by the effects of interest rate movements on
the underlying debt facilities. These measures allow our management to evaluate the success of our use of derivative instruments and to
determine when to enter into or exit from derivative instruments.
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Item 4.   Controls and Procedures. 
 

Disclosure Controls and Procedures

In accordance with Rules 13a-15 and 15d-15 under the Securities Exchange Act of 1934, as amended (the "Exchange Act"), the
Company carried out an evaluation, under the supervision and with the participation of management, including its chief executive officer
and its principal accounting and financial officer (the "Executives"), of the effectiveness of its disclosure controls and procedures as of the
end of the period covered by this Quarterly Report on Form 10-Q. Based on that evaluation, the Executives concluded that the Company's
disclosure controls and procedures were effective as of March 31, 2018 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.
 

Changes in Internal Control Over Financial Reporting

The Company acquired HSNi in December 2017. As a result of the acquisition, the Company is reviewing the internal controls of
HSNi and is making appropriate changes as deemed necessary. Except for the changes in internal control at HSNi, there has been no change
in the Company's internal control over financial reporting that occurred during the three months ended March 31, 2018 that has materially
affected, or is reasonably likely to materially affect, its internal control over financial reporting.
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 PART II—OTHER INFORMATION 

Item 1A. Risk Factors 
 
As a result of the completion of the Transactions, many of the risk factors in Part 1, Item 1A of our Annual Report on Form 10-K for the
year ended December 31, 2017 have materially changed due to the change in the composition of our businesses, assets and liabilities.
Therefore, presented below are revised risk factors which more accurately reflect the most material risks that relate to our businesses and
capitalization.

 
The risks described below and elsewhere in this Quarterly Report on Form 10-Q are not the only ones that relate to our businesses

or our capitalization. The risks described below are considered to be the most material. However, there may be other unknown or
unpredictable economic, business, competitive, regulatory or other factors that also could have material adverse effects on our businesses.
Past financial performance may not be a reliable indicator of future performance and historical trends should not be used to anticipate
results or trends in future periods. If any of the events described below were to occur, our businesses, prospects, financial condition, results
of operations and/or cash flows could be materially adversely affected.

 

Our historical financial information may not necessarily reflect our results had our former QVC Group been a separate company.
 During the first quarter of 2018, we completed the Transactions. As a result, our company no longer utilizes a tracking stock structure,
which had been intended to track and reflect the economic performance of the businesses, assets and liabilities attributed to the QVC Group
and Ventures Group. We previously adopted this structure in 2012 to, among other reasons, permit equity investors to apply more specific
criteria in valuing the shares of a particular group, such as comparisons of earnings multiples with those of other companies in the same
business sector. In valuing shares of our company’s common stock, investors should recognize that our historical financial information has
been extracted from our consolidated financial statements prior to the Transactions and may not necessarily reflect what our company’s
results of operations, financial condition and cash flows would have been had the QVC Group and the Ventures Group been separate, stand-
alone entities pursuing independent strategies during the periods presented.
 

Our subsidiaries QVC and HSN depend on the television distributors that carry their programming, and no assurance can be
given that QVC and HSN will be able to maintain and renew their affiliation agreements on favorable terms or at all. QVC and HSN
currently distribute their programming through affiliation or transmission agreements with many television providers, including, but not
limited to, Comcast, AT&T/DIRECTV, Charter, DISH Network, Verizon and Cox in the U.S., Vodafone Kabel Deutschland GmbH, Media
Broadcast GmbH, SES ASTRA, SES Platform Services GmbH, Telekom Deutschland GmbH, Unitymedia GmbH, Tele Columbus and
Primacom in Germany, Jupiter Telecommunications, Ltd., Sky Perfect and World Hi-Vision Channel, Inc. in Japan, A1 Telekom Austria
AG and UPC Telekabel Wien GmbH in Austria, British Sky Broadcasting, Freesat, Freeview and Virgin Media in the U.K. and Mediaset,
Hot Bird and Sky Italia in Italy, Orange, Free, Canalsat, Bouygues Telecom and Fransat. QVC’s and HSN’s affiliation agreements with their
distributors are scheduled to expire between 2018 and 2027.  As part of normal course renewal discussions, occasionally QVC and HSN
have disagreements with their distributors over the terms of their carriage, such as channel placement or other contract terms. If not resolved
through business negotiation, such disagreements could result in litigation or termination of an existing agreement. Termination of an
existing agreement resulting in the loss of distribution of QVC’s or HSN’s programming to a material portion of their television households
may adversely affect their growth, net revenue and earnings.  The renewal negotiation process for affiliation agreements is typically lengthy.
In some cases, renewals are not agreed upon prior to the expiration of a given agreement while the programming continues to be carried by
the relevant distributor without an effective agreement in place. QVC and HSN do not have distribution agreements with some of the cable
operators that carry their programming. In total, QVC and HSN are currently providing programming without affiliation agreements to
distributors representing approximately 10% and 0.4% of their U.S. distribution, respectively, and short-term, rolling 30 day letters of
extension, to distributors who represent approximately 27% and 51% of their U.S. distribution, respectively. Some of QVC’s international
programming may continue to be carried by distributors after the expiration dates on its affiliation agreements with such distributors have
passed.  QVC and HSN may be unable to obtain renewals with their current distributors on acceptable terms, if at all. QVC and HSN may
also be unable to successfully negotiate affiliation agreements with new or existing distributors to carry their programming and no assurance
can be given that they will be successful in negotiating renewals with these distributors or that the financial and other terms of these
renewals will be acceptable. Although QVC and HSN consider their current levels of
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distribution without written agreement to be ordinary course, no assurance can be given that QVC and HSN will be successful in negotiating
renewals with all these operators or that the financial and other terms of renewal will be on acceptable terms. The failure to successfully
renew or negotiate new affiliation agreements covering a material portion of television households on acceptable terms could result in a
discontinuation of carriage that may adversely affect their viewership, growth, net revenue and earnings.

 
Our programming and online commerce businesses depend on their relationships with third party suppliers and vendors and any

adverse changes in these relationships could adversely affect our results of operations. An important component of the success of our
programming and online commerce businesses is their ability to maintain their existing, as well as build new, relationships with a limited
number of local and foreign suppliers, manufacturers and vendors, among other parties. There can be no assurance that our subsidiaries and
business affiliates will be able to maintain their existing supplier or vendor arrangements on commercially reasonable terms or at all or, with
respect to goods sourced from foreign markets, if the supply costs will remain stable. In addition, our subsidiaries and business affiliates
cannot guarantee that goods produced and delivered by third parties will meet applicable quality standards, which is impacted by a number
of factors, some of which are not within the control of these parties. Adverse changes in existing relationships or the inability to enter into
new arrangements with these parties on favorable terms, if at all, could result in lost sales or cause a failure to meet customer expectations
and timely delivery of products, which could in turn have a significant adverse effect on our results of operations.
 

Our businesses are subject to risks of adverse government regulation. Our programming businesses QVC and HSNi market and
provide a broad range of merchandise through television shopping programs and proprietary websites.  Similarly, our online commerce
business zulily markets and provides a broad range of merchandise and/or services through its proprietary website. As a result, our
businesses are subject to a wide variety of statutes, rules, regulations, policies and procedures in various jurisdictions, including foreign
jurisdictions, which are subject to change at any time, including laws regarding consumer protection, data privacy and security, the
regulation of retailers generally, the license requirements for television retailers in foreign jurisdictions, the importation, sale and promotion
of merchandise and the operation of retail stores and warehouse facilities, as well as laws and regulations applicable to the Internet and
businesses engaged in online commerce, such as those regulating the sending of unsolicited, commercial electronic mail and texts. The
failure by our businesses to comply with these laws and regulations could result in a revocation of required licenses, fines and/or
proceedings by governmental agencies and/or consumers, which could adversely affect our businesses, financial condition and results of
operations. Moreover, unfavorable changes in the laws, rules and regulations applicable to our businesses could decrease demand for our
businesses’ products and services, increase costs and/or subject our businesses to additional liabilities. Similarly, new disclosure and
reporting requirements, established under existing or new state,  federal or foreign laws, such as regulatory rules regarding requirements to
disclose efforts to identify the origin and existence of certain “conflict minerals” or abusive labor practices in portions of QVC’s and
HSNi’s supply chains, could increase the cost of doing business, adversely affecting our results of operations. In addition, certain of these
regulations may impact the marketing efforts of our businesses and their brands.

As mentioned above, the manner in which certain of our subsidiaries and business affiliates sell and promote merchandise and related
claims and representations made in connection with these efforts is regulated by federal, state and local law, as well as the laws of the
foreign countries in which they operate. Certain of our subsidiaries and business affiliates may be exposed to potential liability from claims
by purchasers or from regulators and law enforcement agencies, including, but not limited to, claims for personal injury, wrongful death and
damage to personal property relating to merchandise sold and misrepresentation of merchandise features and benefits. In certain instances,
these subsidiaries and business affiliates have the right to seek indemnification for related liabilities from their respective vendors and may
require such vendors to carry minimum levels of product liability and errors and omissions insurance. These vendors, however, may be
unable to satisfy indemnification claims, obtain suitable coverage or maintain this coverage on acceptable terms, or insurance may provide
inadequate coverage or be unavailable with respect to a particular claim.

In addition, programming services, cable television systems, the Internet, telephony services and satellite service providers are subject
to varying degrees of regulation in the U.S. by the Federal Communications Commission (“FCC”) and other entities and in foreign countries
by similar regulators. Such regulation and legislation are subject to the political process and have been in constant flux over the past decade.
The application of various sales and use tax provisions under state, local and foreign law to the products and services of our subsidiaries and
certain of our business affiliates sold via the Internet, television and telephone is subject to interpretation by the applicable taxing
authorities, and no assurance can
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be given that such authorities will not take a contrary position to that taken by our subsidiaries and certain of our business affiliates, which
could have a material adverse effect on their businesses. In addition, there have been numerous attempts at the federal, state and local levels
to impose additional taxes on online commerce transactions. Moreover, most foreign countries in which our subsidiaries or business
affiliates have, or may in the future make, an investment, regulate, in varying degrees, the distribution, content and ownership of
programming services and foreign investment in programming companies and the Internet.

In addition, certain of our businesses are subject to consent decrees issued by the Federal Trade Commission (“FTC”) barring them
from making deceptive claims for specified weight-loss products and dietary supplements and prohibiting them from making certain claims
about specified weight-loss, dietary supplement and anti-cellulite products unless they have competent and reliable scientific evidence to
substantiate such claims. In October 1996, HSNi became subject to a consent order issued by the FTC which terminates on the later of
April 15, 2019, or 20 years from the most recent date that the U.S. or the FTC files a complaint in federal court alleging any violation
thereunder. Pursuant to this consent order, HSNi (including its subsidiaries and affiliates) is prohibited from making claims for specified
categories of products, including claims that a given product can cure, treat or prevent any disease or have an effect on the structure or
function of the human body, unless it has competent and reliable scientific evidence to substantiate such claims. The FTC periodically
investigates HSNi’s business and operations on an ongoing basis for purposes of determining its compliance with the consent order.
Violation of these consent decrees may result in the imposition of significant civil penalties for non-compliance and related redress to
consumers and/or the issuance of an injunction enjoining these businesses from engaging in prohibited activities. Further material changes
in the law and increased regulatory requirements must be anticipated, and there can be no assurance that our businesses and or any of our
assets will not become subject to increased expenses or more stringent restrictions as a result of any future legislation, new regulation or
deregulation.

 
Weak economic conditions worldwide may reduce consumer demand for our businesses’ products and services. Prolonged

economic uncertainty in various regions of the world in which our subsidiaries and affiliates operate could adversely affect demand for our
businesses’ products and services since a substantial portion of our businesses’ revenue is derived from discretionary spending by
individuals, which typically falls during times of economic instability. Global financial markets may experience disruptions, including
increased volatility and diminished liquidity and credit availability. If economic and financial market conditions in the U.S. or other key
markets, including China, Japan and Europe deteriorate, customers of our subsidiaries and affiliates may respond by suspending, delaying,
or reducing their discretionary spending. A suspension, delay or reduction in discretionary spending could adversely affect our revenue.
Accordingly, our ability to increase or maintain revenue and earnings could be adversely affected to the extent that relevant economic
environments decline. Such weak economic conditions may also inhibit the expansion of our subsidiaries and affiliates into new European
and other markets. We currently are unable to predict the extent of any of these potential adverse effects.

 
We may be subject to significant tax liabilities related to the GCI Liberty Split-Off.  We received an opinion of our tax counsel in

connection with the contribution and split-off forming a part of the Transactions (the “GCI Liberty Split-Off”) to the effect that, for U.S.
federal income tax purposes, the GCI Liberty Split-Off will qualify as a tax-free transaction to our company and to the former holders of our
Liberty Ventures common stock under Section 355, Section 368(a)(1)(D) and related provisions of the Internal Revenue Code of 1986, as
amended (the “Code”).  The opinion of tax counsel is not binding on courts or the Internal Revenue Service (“IRS”), and there can be no
assurance that the IRS will not challenge the conclusions reached in the opinion or that a court would not sustain such a challenge. 

Even if the GCI Liberty Split-Off otherwise qualifies under Section 355, Section 368(a)(1)(D), and related provisions of the Code,
the GCI Liberty Split-Off would result in a significant U.S. federal income tax liability to us (but not to the former holders of Liberty
Ventures common stock) under Section 355(e) of the Code if one or more persons acquire, directly or indirectly, a 50% or greater interest
(measured by either vote or value) in the stock of our company or in the stock of GCI Liberty (excluding, for this purpose, the acquisition of
GCI Liberty’s common stock by us and holders of Liberty Ventures common stock pursuant to the Transactions) as part of a plan or series
of related transactions that includes the GCI Liberty Split-Off.  Any acquisition of the stock of our company or GCI Liberty (or any
successor corporation) within two years before or after the GCI Liberty Split-Off would generally be presumed to be part of a plan that
includes the GCI Liberty Split-Off, although the parties may be able to rebut that presumption under certain circumstances. The process for
determining whether an acquisition is part of a plan under these rules is complex, inherently factual in nature and subject to a
comprehensive analysis of the facts and circumstances of the particular case.
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Notwithstanding the opinion of tax counsel described above, we or GCI Liberty might inadvertently cause or permit a prohibited change in
ownership of our company or GCI Liberty, thereby triggering tax liability to us.

Prior to the GCI Liberty Split-Off, we entered into a tax sharing agreement with GCI Liberty.  Under this agreement, our company is
generally responsible for any taxes and losses resulting from the failure of the GCI Liberty Split-Off to qualify as a tax-free transaction;
however, GCI Liberty is required to indemnify us for any taxes and losses which (i) result primarily from, individually or in the aggregate,
the breach of certain covenants made by GCI Liberty (applicable to actions or failures to act by GCI Liberty and its subsidiaries following
the completion of the GCI Liberty Split-Off), or (ii) result from the application of Section 355(e) of the Code to the GCI Liberty Split-Off
as a result of the treatment of the GCI Liberty Split-Off as part of a plan (or series of related transactions) pursuant to which one or more
persons acquire, directly or indirectly, a 50% or greater interest (measured by either vote or value) in the stock of GCI Liberty (or any
successor corporation).  As the taxpaying entity, however, we are subject to the risk of non-payment by GCI Liberty of its indemnification
obligations under the tax sharing agreement.

To preserve the tax-free treatment of the GCI Liberty Split-Off, we may determine to forego certain transactions that might have
otherwise been advantageous to our company, including certain asset dispositions or other strategic transactions for some period of time
following the GCI Liberty Split-Off.  In addition, our potential tax liabilities related to the GCI Liberty Split-Off might discourage, delay or
prevent a change of control transaction for some period of time following the GCI Liberty Split-Off.

Rapid technological advances could render the products and services offered by our subsidiaries and our business affiliates
obsolete or non-competitive.  Our subsidiaries and business affiliates must stay abreast of rapidly evolving technological developments and
offerings to remain competitive and increase the utility of their services. As their operations grow in size and scope, our subsidiaries and
business affiliates must continuously improve and upgrade their systems and infrastructure while maintaining or improving the reliability
and integrity of their systems and infrastructure. These subsidiaries and business affiliates must be able to incorporate new technologies into
their products and services in order to address the needs of their customers. The emergence of alternative platforms such as mobile and
tablet computing devices and the emergence of niche competitors who may be able to optimize products, services or strategies for such
platforms will require new investment in technology. New developments in other areas, such as cloud computing, could also make it easier
for competition to enter their markets due to lower up-front technology costs. There can be no assurance that our subsidiaries and business
affiliates will be able to compete with advancing technology or be able to maintain existing systems or replace or introduce new
technologies and systems as quickly as they would like or in a cost-effective manner, and any failure to do so could result in customers
seeking alternative service providers, thereby adversely impacting our revenue and operating income.

 
Our subsidiaries and business affiliates conduct their businesses under highly competitive conditions.  Although QVC and HSNi

are two of the nation’s largest home shopping networks, they and their e-commerce businesses have numerous and varied competitors at the
national and local levels, ranging from large department stores to specialty shops, electronic retailers, direct marketing retailers, wholesale
clubs, discount retailers, infomercial retailers, Internet retailers, and mail-order and catalog companies.  In addition, QVC and HSNi
compete with other televised shopping retailers, such as EVINE Live in the U.S., Shop Channel in Japan, HSE 24 in Germany and Italy,
Ideal World in the U.K., and M6 Boutique in France, infomercial retailers, Internet retailers, and mail-order and catalog companies.  QVC
and HSNi also compete for access to customers and audience share with other providers of televised, online and hard copy entertainment
and content. Similarly, zulily competes with e-commerce businesses such as Amazon.com, Inc. and Alibaba Group, the e-commerce
platforms of traditional retailers such as Target Corporation and Wal-Mart Stores, Inc., and online marketplaces such as eBay Inc. zulily
expects increased competition with companies employing a flash sales model as there are no significant barriers to entry. Competition is
characterized by many factors, including assortment, advertising, price, quality, service, accessibility, site functionality, reputation and
credit availability, as well as the financial, technical and marketing expertise of competitors. For example, many of our businesses’
competitors have greater resources, longer histories, more customers and greater brand recognition than our businesses do, and competitors
may secure better terms from vendors, adopt more aggressive pricing, offer free or subsidized shipping and devote more resources to
technology, fulfillment and marketing. In addition, many retailers, especially online retailers with whom our subsidiaries and business
affiliates compete, are increasingly offering customers aggressive shipping terms, including free or discounted expedited shipping.  As these
practices become more prevalent, our subsidiaries and business affiliates may experience further competitive pressures to attract customers
and/or to change their shipping programs. Other companies also may enter into business
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combinations or alliances that strengthen their competitive positions. If our subsidiaries and business affiliates do not compete effectively
with regard to these factors, our results of operations could be materially and adversely affected.
 

The sales and operating results of our businesses depend on their ability to attract new customers, retain existing customers and
predict or respond to consumer preferences.    In an effort to attract and retain customers, these businesses engage in various
merchandising and marketing initiatives, which involve the expenditure of money and resources.  For example, HSNi has spent, and
expects to continue to spend, increasing amounts of money on, and devote greater resources to, certain of these initiatives, particularly in
connection with the growth and maintenance of its brands generally, as well as in the continuing efforts of its businesses to increasingly
engage customers through digital channels. These initiatives, however, may not resonate with existing customers or consumers generally or
may not be cost-effective. In addition, costs associated with the production and distribution of television programming (in the case of QVC
and HSN), paper and printing costs for catalogs (in the case of Cornerstone) and costs associated with online marketing, including search
engine marketing (which is a form of Internet marketing that involves the promotion of websites by increasing their visibility in search
engine results pages through the use of paid placement, contextual advertising, and paid inclusion) (“SEM”) have increased and are likely to
continue to increase in the foreseeable future and, if significant, could have a material adverse effect to the extent that they do not result in
corresponding increases in net revenue. These companies also continuously develop new retail concepts and adjust their product mix in an
effort to satisfy customer demands. Any sustained failure to identify and respond to emerging trends in lifestyle and consumer preferences
could have a material adverse effect on the businesses of these subsidiaries and business affiliates. Consumer spending may be affected by
many factors outside of their control, including competition from store-based retailers, mail-order and third-party Internet companies,
consumer confidence and preferences, and general economic conditions.

 
The failure of our subsidiaries QVC and HSN to maintain suitable placement for their respective programming could adversely

affect their ability to attract and retain television viewers and could result in a decrease in revenue. QVC and HSN are dependent upon
the continued ability of their programming to compete for viewers.  Effectively competing for television viewers is dependent, in substantial
part, on their ability to negotiate and maintain placement of their programming at a favorable channel position, such as in a basic tier or
within a general entertainment or general broadcasting tier. The advent of digital compression technologies and the adoption of digital cable
have resulted in increased channel capacity, which together with other changing laws, rules and regulations regarding cable television
ownership, impacts the ability of both QVC and HSN to negotiate and maintain suitable channel placement with their respective
distributors. Increased channel capacity could adversely affect the ability to attract television viewers to QVC’s or HSN’s programming to
the extent it results in a less favorable channel position for their respective programming, such as placement adjacent to programming that
does not complement their respective programming, a position next to their respective televised home shopping competitors or isolation in a
"shopping" tier, more competitors entering the marketplace, or more programming options being available to the viewing public in the form
of new television networks and timeshifted viewing (e.g., personal video recorders, video-on-demand, interactive television and streaming
video over Internet connections). In addition, if QVC’s or HSN’s programming is carried exclusively by a distributor on a digital
programming tier, QVC or HSN may experience a reduction in revenue to the extent that the digital programming tier has less television
viewer penetration than the basic or expanded basic programming tier. QVC and HSN may experience a further reduction in revenue due to
increased television viewing audience fragmentation to the extent that not all television sets within a digital cable home are equipped to
receive television programming in a digital format. The future success of each of QVC and HSN will depend, in part, on their ability to
anticipate and adapt to technological changes and to offer elements of their respective programming via new technologies in a cost-effective
manner that meets customer demands and evolving industry standards.
 

Any continued or permanent inability of QVC or HSN to transmit their programming via satellite would result in lost revenue and
could result in lost customers. The success of our subsidiaries QVC and HSN is dependent upon their continued ability to transmit their
respective programming to television providers from their respective satellite uplink facilities, which transmissions are subject to FCC
compliance in the U.S. and foreign regulatory requirements in QVC’s international operations. In most cases, each of QVC and HSN has
entered into long-term satellite transponder leases to provide for continued carriage of its programming on replacement transponders and/or
replacement satellites, as applicable, in the event of a failure of either the transponders and/or satellites currently carrying its
programming.  Although QVC and HSN believe that they take reasonable and customary measures to ensure continued satellite
transmission capability and believe that these international transponder service agreements can be renewed (or replaced, if necessary) in the
ordinary course of business, termination or interruption of satellite transmissions may occur, particularly if either
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QVC or HSN is not able to successfully negotiate renewals or replacements of any of its expiring transponder service agreements in the
future. 
 

System interruption and the lack of integration and redundancy in the systems and infrastructures of our subsidiaries QVC and
HSNi and our other online commerce businesses may adversely affect their ability to, as applicable, operate their businesses, transmit
their television programs, operate websites, process and fulfill transactions, respond to customer inquiries and generally maintain cost-
efficient operations. The success of our subsidiaries and business affiliates depends, in part, on their ability to maintain the integrity of their
transmissions, systems and infrastructures, including the transmission of television programs (in the case of QVC and HSN), as well as their
websites, information and related systems, call centers and fulfillment facilities. These subsidiaries and business affiliates may experience
occasional system interruptions that make some or all transmissions, systems or data unavailable or prevent them from transmitting their
signals or efficiently providing services or fulfilling orders, as the case may be. QVC is in the process of implementing new technology
systems and upgrading others. The failure to properly implement new systems or delays in implementing new systems could impair the
ability of our subsidiaries and business affiliates to provide services and content, fulfill orders and/or process transactions. QVC and HSNi
also rely on affiliate and third-party computer systems, broadband, transmission and other communications systems and service providers in
connection with the transmission of their respective signals, as well as to facilitate, process and fulfill transactions. Any interruptions,
outages or delays in their signal transmissions, systems and infrastructures, or any deterioration in the performance of these transmissions,
systems and infrastructures, could impair their ability to provide services, fulfill orders and/or process transactions. Fire, flood, power loss,
telecommunications failure, hurricanes, tornadoes, earthquakes, acts of war or terrorism, acts of God and similar events or disruptions may
damage or interrupt television transmissions, computer, broadband or other communications systems and infrastructures at any time. Any of
these events could cause transmission or system interruption, delays and loss of critical data, and could prevent our subsidiaries and business
affiliates from providing services, fulfilling orders and/or processing transactions. While our subsidiaries and business affiliates have
backup systems for certain aspects of their operations, these systems are not fully redundant and disaster recovery planning is not sufficient
for all possible risks. In addition, some of our subsidiaries and business affiliates may not have adequate insurance coverage to compensate
for losses from a major interruption.

 
The processing, storage, sharing, use, disclosure and protection of personal data could give rise to liabilities as a result of

governmental regulation, conflicting legal requirements or differing views of personal privacy rights. In the processing of consumer
transactions and managing their employees, our businesses receive, transmit and store a large volume of personally identifiable information
and other user data. The processing, storage, sharing, use, disclosure and protection of this information are governed by the privacy and data
security policies maintained by these businesses. Moreover, there are federal, state and international laws regarding privacy and the
processing, storage, sharing, use, disclosure and protection of personally identifiable information and user data. Specifically, personally
identifiable information is increasingly subject to legislation and regulations, including changes in legislation and regulations, in numerous
jurisdictions around the world, the intent of which is to protect the privacy of personal information that is collected, processed and
transmitted in or from the governing jurisdiction. Compliance with these laws and regulations, or changes in these laws and regulations, may
be onerous and expensive and may be inconsistent from jurisdiction to jurisdiction, further increasing the cost of compliance.  For example,
the European Court of Justice in 2015 invalidated the U.S.-E.U. Safe Harbor Framework, which facilitated personal data transfers to the
U.S. in compliance with applicable European data protection laws. A new data transfer framework, the E.U.-U.S. Privacy Shield became
fully operational on August 1, 2016, but is the subject of litigation. In addition, Standard Contractual Clauses - another key mechanism to
allow data transfers between the U.S. and the E.U. - are also subject to litigation over whether Standard Contractual Clauses can be used for
transferring personal data from the E.U. to the U.S. Further, the European Parliament and the Council of the European Union have approved
a General Data Protection Regulation, which becomes effective on May 25, 2018 and which will give consumers additional rights and
impose additional restrictions and penalties on companies for illegal collection and misuse of personal information. Finally, the European
Commission proposed new regulations in 2017 regarding privacy and electronic communications, including additional regulation of the
Internet tracking tools known as “cookies.”  QVC’s, HSNi’s and zulily’s failure, and/or the failure by the various third party vendors and
service providers with which QVC, HSNi and zulily do business, to comply with applicable privacy policies or federal, state or similar
international laws and regulations, or changes in applicable laws and regulations, or any compromise of security that results in the
unauthorized release of personally identifiable information or other user data could damage QVC’s, HSNi’s and zulily’s reputations and the
reputation of their third party vendors and service providers, discourage potential users from trying their products and services and/or result
in fines and/or proceedings by governmental agencies and/or consumers,
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any one or all of which could adversely affect QVC’s, HSNi’s, and zulily’s business, financial condition and results of operations and, as a
result, our company. In addition, we, our subsidiaries or our business affiliates may not have adequate insurance coverage to compensate for
losses.

Our home television and online commerce businesses are subject to security risks, including security breaches and identity theft. In
order to succeed, our home television and online commerce businesses must be able to provide for secure transmission of confidential
information over public networks and protect their confidential information on their systems. Unauthorized parties may attempt to gain
access to our businesses’ systems by, among other things, hacking into our businesses’ systems or those of our businesses’  partners or
vendors, or through fraud or other means of deceiving our businesses’ employees,  partners or vendors. The  techniques used to gain such
access to our businesses’ information technology systems, our businesses' data or customers' data, disable or degrade service, or sabotage
systems are constantly evolving, may be difficult to detect quickly, and often are not recognized until launched against a target. Our
businesses have implemented systems and processes intended to secure their information technology systems and prevent unauthorized
access to or loss of sensitive data, but as with all companies, these security measures may not be sufficient for all eventualities and there is
no guarantee that they will be adequate to safeguard against all data security breaches, system compromises or misuses of data. Any
penetration of network security or other misappropriation or misuse of personal information could cause interruptions in the operations of
our businesses and subject them to increased costs, litigation and other liabilities. Security breaches could also significantly damage their
reputation with their customers and third parties with whom they do business. If our businesses’ are unable to maintain the security of their
retail commerce websites and mobile commerce applications, they could suffer loss of sales, reductions in traffic, and deterioration of their
competitive position and incur liability for any damage to customers whose personal information is unlawfully obtained and used. Our
businesses may be required to expend significant capital and other resources to protect against and remedy any potential or existing security
breaches and their consequences. They also face risks associated with security breaches affecting third parties with which they are affiliated
or otherwise conduct business online. The loss of confidence in our online commerce businesses resulting from any such security breaches
or identity theft could adversely affect the business, financial condition and results of operations of our online commerce businesses and, as
a result, our company.

 
Certain of our subsidiaries and business affiliates may fail to adequately protect their intellectual property rights or may be

accused of infringing intellectual property rights of third parties. Our subsidiaries and business affiliates regard their respective intellectual
property rights, including service marks, trademarks and domain names, copyrights (including their programming and their websites), trade
secrets and similar intellectual property, as critical to their success. These businesses also rely heavily upon software codes, informational
databases and other components that make up their products and services. From time to time, these businesses are subject to legal
proceedings and claims in the ordinary course of business, including claims of alleged infringement of the trademarks, patents, copyrights
and other intellectual property rights of third parties. In addition, litigation may be necessary to enforce the intellectual property rights of
these businesses, protect trade secrets or to determine the validity and scope of proprietary rights claimed by others. Any litigation of this
nature, regardless of outcome or merit, could result in substantial costs and diversion of management and technical resources, any of which
could adversely affect the business, financial condition and results of operations of these businesses and in turn our financial condition and
results of operations. The failure of these businesses to protect their intellectual property rights, particularly their proprietary brands, in a
meaningful manner or third party challenges to related contractual rights could result in erosion of brand names and limit the ability of these
businesses to control marketing on or through the Internet using their various domain names, which could adversely affect the business,
financial condition and results of operations of these businesses, as well as the financial condition and results of operations of our company.
 

Our home television and online commerce businesses rely on independent shipping companies to deliver the products they sell. Our
home television and online commerce businesses rely on third party carriers to deliver merchandise from vendors and manufacturers to them
and to ship merchandise to their customers. As a result, they are subject to carrier disruptions and delays due to factors that are beyond their
control, including employee strikes, inclement weather and regulation and enforcement actions by customs agencies.  Any failure to deliver
products to their customers in a timely and accurate manner may damage their reputation and brand and could cause them to lose customers.
Enforcement actions by customs agencies can also cause the costs of imported goods to increase, negatively affecting profits.  These
businesses are also impacted by increases in shipping rates charged by third party carriers, which over the past few years have increased
significantly in comparison to historical levels, and it is currently expected that shipping and postal rates will continue to increase.  In the
case of deliveries to customers, in each market where they operate, they have negotiated agreements with one or more independent, third
party shipping companies, which in certain circumstances provide for
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favorable shipping rates.  If any of these relationships were to terminate or if a shipping company was unable to fulfill its obligations under
its contract for any reason, these businesses would have to work with other shipping companies to deliver merchandise to customers, which
would most likely be at less favorable rates.  Other potential adverse consequences of changing carriers include reduced visibility of order
status and package tracking, delays in order processing and product delivery, and reduced shipment quality, which may result in damaged
products and customer dissatisfaction. Any increase in shipping rates and related fuel and other surcharges passed on to these businesses by
their current carriers or any other shipping company would adversely impact profits, given that these businesses may not be able to pass
these increased costs directly to customers or offset them by increasing prices without a detrimental effect on customer demand.

 
Certain of our businesses face significant inventory risk. Certain of our businesses are exposed to significant inventory risks that

may adversely affect their operating results as a result of seasonality, new product launches, rapid changes in product cycles and pricing,
defective merchandise, changes in consumer demand, consumer spending patterns, changes in consumer tastes with respect to their products
and other factors. These businesses endeavor to accurately predict these trends and avoid overstocking or understocking products they sell.
Demand for products, however, can change significantly between the time inventory or components are ordered and the date of sale. In
addition, when these businesses begin selling a new product, it may be difficult to establish vendor relationships, determine appropriate
product or component selection, and accurately forecast demand. The acquisition of certain types of inventory or components may require
significant lead-time and prepayment and they may not be returnable. These businesses carry a broad selection and significant inventory
levels of certain products, and they may be unable to sell products in sufficient quantities or during the relevant selling seasons. Any one of
the inventory risk factors set forth above may adversely affect their operating results.
 

The seasonality of certain of our businesses places increased strain on their operations. The net revenue of our home television and
online commerce businesses in recent years indicates that these businesses are seasonal due to a higher volume of sales in certain months or
calendar quarters or related to particular holiday shopping. For example, in recent years, QVC and HSNi have earned, on average, between
22% and 24% of their combined global revenue in each of the first three quarters of the year and between 29% and 32% of their combined
global revenue in the fourth quarter of the year. Similarly, our subsidiary zulily experiences a stronger third quarter during the back-to-
school shopping season and stronger fourth quarter due to the holiday shopping season. If the vendors for these businesses are not able to
provide popular products in sufficient amounts such that these businesses fail to meet customer demand, it could significantly affect their
revenue and future growth. If too many customers access the websites of these businesses within a short period of time due to increased
demand, our businesses may experience system interruptions that make their websites unavailable or prevent them from efficiently fulfilling
orders, which may reduce the volume of goods they sell and the attractiveness of their products and services. In addition, they may be
unable to adequately staff their fulfillment and customer service centers during these peak periods and delivery and other third party
shipping (or carrier) companies may be unable to meet the seasonal demand. To the extent these businesses pay for holiday merchandise in
advance of certain holidays (e.g., in the case of QVC and HSNi, in August through November of each year), their available cash may
decrease, resulting in less liquidity.
 

The failure of our subsidiaries QVC and HSN to effectively manage the Easy-Pay and revolving credit card programs and Flexpay
program, respectively, could result in less income. QVC offers Easy-Pay in the U.S., U.K., Germany and Italy (known as Q-Pay in
Germany and Italy), a payment plan that, when offered by QVC, allows customers to pay for certain merchandise in two or more monthly
installments. When Easy-Pay is offered by QVC and elected by the customer, the first installment is typically billed to the customer’s credit
card upon shipment. Generally, the customer’s credit card is subsequently billed up to five additional monthly installments until the total
purchase price of the products has been billed by QVC. QVC cannot predict whether customers will pay all of their Easy-Pay installments.
In addition, QVC-U.S. has an agreement with a large consumer financial institution (the “Bank”) pursuant to which the Bank provides
revolving credit directly to QVC’s customers for the sole purpose of purchasing merchandise from QVC with a QVC branded credit card
(“Q Card”). QVC receives a portion of the net economics of the credit card program. We cannot predict the extent to which QVC’s
customers will use the Q Card, nor the extent that they will make payments on their outstanding balances.

 
HSN offers Flexpay, a program which customers may pay for certain merchandise in two to six interest-free, monthly credit or debit

card installments. HSN maintains allowances for estimated losses resulting from the inability of customers to make required payments.
Actual losses due to the inability of customers to make required payments may increase in a
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given period or exceed related estimates. As Flexpay usage continues to grow, HSN may experience these losses at greater rates, which will
require it to maintain greater allowances for doubtful accounts of estimated losses than it has historically. To the extent that Flexpay losses
exceed historical levels, HSN’s results of operations may be negatively impacted.
 

The success of our home television and online commerce businesses depends in large part on their ability to recruit and retain key
personnel capable of executing their unique business models.  Our home television and online commerce subsidiaries and business
affiliates, including QVC and HSNi, have business models that require them to recruit and retain key employees, including management,
with the skills necessary for a unique business that demands knowledge of the general retail industry, television production, direct to
consumer marketing and fulfillment and the Internet.  We cannot assure you that if these subsidiaries and business affiliates experience
turnover of these key employees they will be able to recruit and retain acceptable replacements because the market for such employees is
very competitive and limited.

Certain of our subsidiaries and business affiliates have operations outside of the U.S. that are subject to numerous operational and
financial risks. Certain of our subsidiaries and business affiliates have operations in countries other than the U.S. that are subject to the
following risks inherent in international operations:

· fluctuations in currency exchange rates;
· longer payment cycles for sales in foreign countries that may increase the uncertainty associated with recoverable accounts;
· recessionary conditions and economic instability, including fiscal policies that are implementing austerity measures in certain

countries, which are affecting overseas markets;
· limited ability to repatriate funds to the U.S. at favorable tax rates;
· potentially adverse tax consequences;
· export and import restrictions, changes in tariffs, trade policies and trade relations;
· increases in taxes and governmental royalties and fees;
· the ability to obtain and maintain required licenses or certifications, such as for web services and electronic devices, that enable

us to operate our businesses in foreign jurisdictions;
· changes in foreign and U.S. laws, regulations and policies that govern operations of foreign-based companies;
· changes to general consumer protection laws and regulations;
· difficulties in staffing and managing international operations as a result of distance, language and cultural differences; and
· threatened and actual terrorist attacks, political unrest in international markets and ongoing military action around the world that

may result in disruptions of service that are critical to QVC’s and HSNi’s international businesses.
 

Moreover, in many foreign countries, particularly in certain developing economies, it is not uncommon to encounter business practices
that are prohibited by certain regulations, such as the Foreign Corrupt Practices Act and similar laws. Although certain of our subsidiaries
and business affiliates have undertaken compliance efforts with respect to these laws, their respective employees, contractors and agents, as
well as those companies to which they outsource certain of their business operations, may take actions in violation of their policies and
procedures. Any such violation, even if prohibited by the policies and procedures of these subsidiaries and business affiliates or the law,
could have certain adverse effects on the financial condition of these subsidiaries and business affiliates. Any failure by these subsidiaries
and business affiliates to effectively manage the challenges associated with the international operation of their businesses could materially
adversely affect their, and hence our, financial condition.
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Significant developments stemming from the 2016 U.S. presidential election or the Brexit vote could have a material adverse effect
on our businesses. After the presidential inauguration on January 20, 2017, President Donald J. Trump and his administration took office in
the U.S. As a presidential candidate, President Trump expressed apprehension towards existing trade agreements, such as the North
American Free Trade Agreement and the Trans-Pacific Partnership, and suggested that the U.S. would renegotiate or withdraw from these
agreements. During the campaign, he also raised the possibility of significantly increasing tariffs on goods imported into the U.S.,
particularly from China and Mexico. On January 23, 2017, the President of the U.S. signed a presidential memorandum to withdraw the
U.S. from the Trans-Pacific Partnership. This and other proposed actions, if implemented, could adversely affect our businesses that sell
imported products.

Additionally, the Brexit process and negotiations have created political and economic uncertainty, particularly in the U.K. and the
E.U., and this uncertainty may last for years. QVC’s business could be affected during this period of uncertainty, and perhaps longer, by the
impact of this vote. In addition, QVC’s business could be negatively affected by new trade agreements between the U.K. and other
countries, including the U.S., and by the possible imposition of trade or other regulatory barriers in the U.K. These possible negative
impacts, and others resulting from the U.K.’s actual withdrawal from the E.U., may adversely affect QVC’s operating results.
 

Our online commerce businesses, including QVC, HSNi and zulily, could be negatively affected by changes in search engine
algorithms and dynamics or search engine disintermediation as well as their inability to monetize the resulting web traffic. The success
of our online commerce businesses depends on a high degree of website traffic, which is dependent on many factors, including the
availability of appealing website content, user loyalty and new user generation from search portals that charge a fee (such as Google).  In
obtaining a significant amount of website traffic via search engines, they utilize techniques such as search engine optimization (“SEO”)
which is the practice of developing websites with relevant and current content that rank well in “organic,” or unpaid, search engine results)
and SEM to improve their placement in relevant search queries. Search engines, including Google, frequently update and change the logic
that determines the placement and display of results of a user’s search, such that the purchased or algorithmic placement of links to the
websites of our online commerce businesses can be negatively affected. Moreover, a search engine could, for competitive or other purposes,
alter its search algorithms or results causing their websites to place lower in search query results. If a major search engine changes its
algorithms in a manner that negatively affects their paid or unpaid search ranking, or if competitive dynamics impact the effectiveness of
SEO or SEM in a negative manner, the business and financial performance of our online commerce businesses would be adversely affected,
potentially to a material extent. Furthermore, the failure of our online commerce businesses to successfully manage their SEO and SEM
strategies could result in a substantial decrease in traffic to their websites, as well as increased costs if they were to replace free traffic with
paid traffic.  Even if our online commerce businesses are successful in generating a high level of website traffic, no assurance can be given
that our online commerce businesses will be successful in achieving repeat user loyalty or that new visitors will explore the offerings on
their sites. Monetizing this traffic by converting users to consumers is dependent on many factors, including availability of inventory,
consumer preferences, price, ease of use and website quality.  No assurance can be given that the fees paid to search portals will not exceed
the revenue generated by their visitors.  Any failure to sustain user traffic or to monetize such traffic could materially adversely affect the
financial performance of our online commerce businesses and, as a result, adversely affect our financial results.
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Our online commerce businesses, including QVC, HSNi and zulily, may experience difficulty in achieving the successful
development, implementation and customer acceptance of, and a viable advertising market via, applications for smartphone and tablet
computing devices, which could harm their business. Although our online commerce businesses have developed services and applications
to address user and consumer interaction with website content on smartphone and other non-traditional desktop or laptop computer systems
(which typically have smaller screens and less convenient typing capabilities), the efficacy of the smartphone application and its advertising
market is still developing. Moreover, if smartphone computing services prove to be less effective for the users of our online commerce
businesses or less economically attractive for advertisers and the smartphone segment of Internet traffic grows at the expense of traditional
computer and tablet Internet access, our online commerce businesses may experience difficulty attracting and retaining traffic and, in turn,
advertisers, on these platforms. Additionally, as new devices and new platforms are continually being released, it is difficult to predict the
challenges that may be encountered in developing versions of our online commerce businesses’ offerings for use on these alternative
devices, and our online commerce businesses may need to devote significant resources to the creation, support, and maintenance of their
services on such devices. To the extent that revenue generated from advertising placed on smartphone computing devices becomes
increasingly more important to their businesses and they fail to adequately evolve and address this market, their business and financial
performance could be negatively impacted. In addition, growth in the use of smartphone products as a substitute for use on personal
computers and tablets may adversely impact revenue derived from advertising, as many of the processes used for smartphone advertising
and related monetization strategies are still in development.

 
Our subsidiaries QVC and HSNi have significant indebtedness, which could limit their flexibility to respond to current market

conditions, restrict their business activities and adversely affect their financial condition.   As of March 31, 2018, QVC had total debt of
approximately $5,140 million, consisting of $3,550 million in senior secured notes, $1,405 million under its senior secured credit facility
and $185 million of capital and build to suit lease obligations. QVC also had $1,235 million available for borrowing under its senior secured
credit facility as of that date. As of March 31, 2018, HSNi had total debt of approximately $500 million and also had $492 million available
for borrowing. QVC or HSNi may incur significant additional indebtedness in the future. The indebtedness of QVC and HSNi, combined
with other financial obligations and contractual commitments, could among other things:

 
· increase QVC’s and HSNi’s vulnerability to general adverse economic and industry conditions;
· require a substantial portion of QVC’s and HSNi’s cash flow from operations to be dedicated to the payment of principal and

interest on its indebtedness;
· limit QVC’s and HSNi’s ability to use cash flow or obtain additional financing for future working capital, capital expenditures or

other general corporate purposes, which reduces the funds available to it for operations and any future business opportunities;
· limit flexibility in planning for, or reacting to, changes in its business and the markets in which it operates;
· competitively disadvantage QVC and HSNi compared with competitors that have less debt;
· limit QVC’s and HSNi’s ability to borrow additional funds or to borrow funds at rates or on other terms that it finds acceptable;

and
· expose QVC and HSNi to the risk of increased interest rates because certain of QVC’s and HSNi’s borrowings, including

borrowings of each under its respective credit facility, are at variable interest rates.
 

In addition, it is possible that QVC or HSNi may need to incur additional indebtedness in the future in the ordinary course of business. If
new debt is added to their current debt levels, the risks described above could intensify. If QVC or HSNi experiences adverse effects on
their financial condition as a result of their indebtedness, our financial performance could be adversely affected as well.
 

We may fail to realize the potential benefits of the acquisition of HSNi or those benefits may take longer to realize than expected.
   We believe there are significant benefits and synergies that may be realized through leveraging the scale, vendor relationships,
merchandizing expertise and customer base of QVC and HSNi. However, the efforts to realize these benefits and synergies will be a
complex process and may disrupt each company’s existing operations if not implemented in a timely and efficient manner. If the respective
managements of Qurate Retail, QVC and HSNi are unable to minimize the potential disruption to their respective businesses and operations
during this period, we may not realize the anticipated benefits of the acquisition of HSNi. Realizing these benefits may depend in part on the
efficient coordination and alignment of various functions, including marketing, merchandising, buying expertise, customer acquisition and
the integration of certain administrative functions, while maintaining adequate focus on QVC’s and HSNi’s core businesses.
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Our operating expenses are expected to increase over the near term due to the increased headcount, expanded operations and changes

related to the assimilation of HSNi. In addition, we have incurred expenses related to the acquisition of HSNi, which may adversely affect
our financial results. To the extent that our expenses increase but revenue does not increase commensurately, there are unanticipated
expenses related to the assimilation process, there are significant costs associated with presently unknown liabilities, or if the foregoing
charges and expenses are larger than anticipated, our consolidated business, operating results and financial condition may be adversely
affected. Failure to timely implement, or problems with implementing, the post-acquisition strategy for HSNi also may adversely affect the
trading price of our common stock.

 
We depend on the continued growth of e-commerce in general and zulily depends on the flash sales model in particular. The

business of selling products over the Internet, particularly on the flash sales model, is dynamic and evolving. The market segment for the
flash sales model has grown significantly, and this growth may not be sustainable. If customers cease to find the flash sales model shopping
experience fun, entertaining and a good value, or otherwise lose interest in shopping in this manner, zulily may not acquire new customers at
rates consistent with its historical or projected periods, and existing customers’ buying patterns and levels may be less than historical or
projected rates. If zulily is unable to successfully deliver emails or mobile alerts to its subscribers, or if subscribers decline to open its emails
or mobile alerts, zulily’s net sales and profitability would be adversely affected. In addition, changes in how webmail application providers,
such as Google Inc. and Yahoo! Inc., prioritize, filter and deliver email may also reduce the number of subscribers opening zulily’s emails
which may also result in a decline in net sales. If the market segment for the flash sales model were to become saturated or decline overall,
zulily may not be able to acquire new customers or engage existing customers, which could adversely affect our financial condition and
operating results.
 

We do not have the right to manage our business affiliates, which means we are not able to cause those affiliates to act in a
manner that we deem desirable.  We do not have the right to manage the businesses or affairs of any of our business affiliates (generally
those companies in which we have less than a majority voting stake). Rather, our rights may take the form of representation on the board of
directors or similar committee that supervises management or possession of veto rights over significant or extraordinary actions. The scope
of our veto rights varies from agreement to agreement. Although our board representation and veto rights may enable us to exercise
influence over the management or policies of a business affiliate, enable us to prevent the sale of material assets by a business affiliate in
which we own less than a majority voting interest or prevent a business affiliate from paying dividends or making distributions to its
stockholders or partners, they will not enable us to cause these actions to be taken as these companies are business affiliates in which we
own a partial interest.

We have overlapping directors and officers with Liberty Media Corporation (“LMC”), Liberty TripAdvisor Holdings, Inc.
(“TripAdvisor Holdings”), Liberty Broadband, Liberty Expedia Holdings, Inc. (“Expedia Holdings”), and GCI Liberty, which may lead
to conflicting interests. As a result of certain transactions that occurred between 2011 and 2018 that resulted in the separate corporate
existence of our company, LMC, TripAdvisor Holdings, Liberty Broadband, Expedia Holdings and GCI Liberty, most of the executive
officers of Qurate Retail also serve as executive officers of LMC, TripAdvisor Holdings, Liberty Broadband, Expedia Holdings and GCI
Liberty and there are overlapping directors. Other than GCI Liberty’s current ownership of shares of Liberty Broadband’s non-voting Series
C common stock, none of the foregoing companies has any ownership interest in any of the others. Our executive officers and the members
of our company’s board of directors have fiduciary duties to our stockholders. Likewise, any such persons who serve in similar capacities at
LMC, TripAdvisor Holdings, Liberty Broadband, Expedia Holdings or GCI Liberty have fiduciary duties to that company’s stockholders.
Therefore, such persons may have conflicts of interest or the appearance of conflicts of interest with respect to matters involving or affecting
more than one of the companies to which they owe fiduciary duties. For example, there may be the potential for a conflict of interest when
our company, LMC, TripAdvisor Holdings, Liberty Broadband, Expedia Holdings or GCI Liberty looks at acquisitions and other corporate
opportunities that may be suitable for each of them. Moreover, most of our company's directors and officers own LMC, TripAdvisor
Holdings, Liberty Broadband, Expedia Holdings and/or GCI Liberty stock and equity awards. These ownership interests could create, or
appear to create, potential conflicts of interest when the applicable individuals are faced with decisions that could have different
implications for our company, LMC, TripAdvisor Holdings, Liberty Broadband, Expedia Holdings and/or GCI Liberty. Any potential
conflict that qualifies as a "related party transaction" (as defined in Item 404 of Regulation S-K under the Securities Act of 1933, as
amended) is subject to review by an independent committee of the applicable issuer's board of directors in accordance with its corporate
governance guidelines. Each of Liberty Broadband,
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TripAdvisor Holdings and Expedia Holdings has renounced its rights to certain business opportunities and each company’s restated
certificate of incorporation contains provisions deeming directors and officers not in breach of their fiduciary duties in certain cases for
directing a corporate opportunity to another person or entity (including LMC, TripAdvisor Holdings, Liberty Broadband and Expedia
Holdings) instead of such company. In addition, we understand that GCI Liberty is expected to adopt similar renouncement and waiver
provisions if it is successfully able to reincorporate in Delaware. Any other potential conflicts that arise will be addressed on a case-by-case
basis, keeping in mind the applicable fiduciary duties owed by the executive officers and directors of each issuer. From time to time, we may
enter into transactions with LMC, TripAdvisor Holdings, Liberty Broadband, Expedia Holdings or GCI Liberty and/or their subsidiaries or
other affiliates. There can be no assurance that the terms of any such transactions will be as favorable to our company, LMC, TripAdvisor
Holdings, Liberty Broadband, Expedia Holdings or GCI Liberty or any of their respective subsidiaries or affiliates as would be the case
where there is no overlapping officer or director.

The liquidity and value of our public investments may be affected by market conditions beyond our control that could cause us to
record losses for declines in their market value.  Included among our assets are equity interests in publicly-traded companies that are not
consolidated subsidiaries. The value of these interests may be affected by economic and market conditions that are beyond our control; and
our ability to liquidate or otherwise monetize these interests without adversely affecting their value may be limited.

A substantial portion of our consolidated debt is held above the operating subsidiary level, and we could be unable in the future to
obtain cash in amounts sufficient to service that debt and our other financial obligations.  As of March 31, 2018, our wholly-owned
subsidiary LI LLC had $2,733 million principal amount of publicly-traded debt outstanding. LI LLC is a holding company for all of our
subsidiaries and investments. Our ability to meet the financial obligations of LI LLC and our other financial obligations will depend on our
ability to access cash. Our sources of cash include our available cash balances, net cash from operating activities, dividends and interest
from our investments, availability under credit facilities at the operating subsidiary level, monetization of our public investment portfolio
and proceeds from asset sales. There are no assurances that we will maintain the amounts of cash, cash equivalents or marketable securities
that we maintained over the past few years. The ability of our operating subsidiaries, including QVC and HSNi, to pay dividends or to make
other payments or advances to us or LI LLC depends on their individual operating results, any statutory, regulatory or contractual
restrictions to which they may be or may become subject and the terms of their own indebtedness, including QVC’s credit facility and bond
indentures and HSNi’s credit facility. The agreements governing such indebtedness restrict sales of assets and prohibit or limit the payment
of dividends or the making of distributions, loans or advances to stockholders and partners. Neither we nor LI LLC will generally receive
cash, in the form of dividends, loans, advances or otherwise, from our business affiliates. See “We do not have the right to manage our
business affiliates, which means we are not able to cause those affiliates to act in a manner that we deem desirable” above.

 We have disposed of certain of the reference shares underlying the exchangeable debentures of LI LLC, which exposes us to
liquidity risk.  LI LLC currently has outstanding multiple tranches of exchangeable debentures in the aggregate principal amount of $1,942
million as of March 31, 2018. Under the terms of these exchangeable debentures, the holders may elect to require LI LLC to exchange the
debentures for the value of a specified number of the underlying reference shares, which LI LLC may honor through delivery of reference
shares, cash or a combination thereof. Also, LI LLC is required to distribute to the holders of its exchangeable debentures any cash,
securities (other than publicly traded securities, which would themselves become reference shares) or other payments made by the issuer of
the reference shares in respect of those shares. The principal amount of the debentures will be reduced by the amount of any such required
distributions other than regular cash dividends.  LI LLC has disposed of some of the reference shares underlying certain of these
exchangeable debentures. For example, in connection with the Transactions, our company contributed its entire equity interest in Charter
Communications, Inc. to GCI Liberty. Shares of Charter serve as the underlying reference shares for the 1.75% Exchangeable Debentures.
Pursuant to a reorganization agreement and indemnification agreement entered into in connection with the Transactions, our company, LI
LLC and GCI Liberty have agreed to cooperate with, and reasonably assist each other with respect to, the commencement and
consummation of one or more privately negotiated transactions (each, a “Purchase Offer”) with respect to the 1.75% Exchangeable
Debentures within six months of the closing of the Transactions. However, we cannot give any assurance as to when, or if, any Purchase
Offers will be effected or what the terms of any Purchase Offer might be. 

As a result of LI LLC having disposed of these reference shares, any exercise of the exchange right by, or required distribution of
cash, securities or other payments to, holders of such debentures will require that LI LLC fund the required
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payments from its own resources, which will depend on the availability of cash or other sources of liquidity to LI LLC at that time.
Additionally, in the event all reference shares underlying a series of exchangeable debentures are liquidated or otherwise cease to be
outstanding without replacement, there is a possibility that the treatment of tax matters associated with that series could change. This may
include acceleration of tax liabilities that are recorded as deferred tax liabilities in our financial statements, in amounts that would be
significant.

Transactions in our common stock by our insiders could depress the market price of our common stock.  Sales of or hedging
transactions such as collars relating to our shares by John C. Malone, a director of our company and our former Chairman of the Board,
Gregory B. Maffei, our former Chief Executive Officer and current Chairman of the Board, or Michael George, our current Chief Executive
Officer, or any of our other directors or executive officers could cause a perception in the marketplace that our stock price has peaked or
that adverse events or trends have occurred or may be occurring at our company. This perception can result notwithstanding any personal
financial motivation for these insider transactions. As a result, insider transactions could depress the market price for shares of one or more
series of our common stock.

It may be difficult for a third party to acquire us, even if doing so may be beneficial to our stockholders.  Certain provisions of our
restated charter and bylaws may discourage, delay or prevent a change in control of our company that a stockholder may consider favorable.
These provisions include:

· authorizing a capital structure with multiple series of common stock, a Series B common stock that entitles the holders to ten
votes per share, a Series A common stock that entitles the holder to one vote per share, and a Series C common stock that except
as otherwise required by applicable law, entitles the holder to no voting rights;

· classifying our board of directors with staggered three-year terms, which may lengthen the time required to gain control of our
board of directors;

· limiting who may call special meetings of stockholders;
· prohibiting stockholder action by written consent, thereby requiring all stockholder actions to be taken at a meeting of the

stockholders;
· establishing advance notice requirements for nominations of candidates for election to the board of directors or for proposing

matters that can be acted upon by stockholders at stockholder meetings;
· requiring stockholder approval by holders of at least 66 2/3% of our aggregate voting power or the approval by at least 75% of

our board of directors with respect to certain extraordinary matters, such as a merger or consolidation of our company, a sale of
all or substantially all of our assets or an amendment to our restated charter; and

· the existence of authorized and unissued stock, including "blank check" preferred stock, which could be issued by our board of
directors to persons friendly to our then current management, thereby protecting the continuity of our management, or which
could be used to dilute the stock ownership of persons seeking to obtain control of our company.

 
John C. Malone, a director of our company and our former Chairman of the Board, beneficially owns shares representing the power to

direct approximately 37.6% of the aggregate voting power in our company, due to his beneficial ownership of approximately 94.5% of the
outstanding shares of our Series B QVC Group common stock as of March 31, 2018.
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Item 2.   Unregistered Sales of Equity Securities and Use of Proceeds 
 
Share Repurchase Programs

 
On several occasions our board of directors has authorized a share repurchase program for our Series A and Series B QVC Group

common stock. On each of May 5, 2006, November 3, 2006 and October 30, 2007 our board authorized the repurchase of $1 billion of
Series A and Series B Liberty Interactive common stock for a total of $3 billion. These previous authorizations remained effective
following the split-off of Liberty Media Corporation from the Company in September 2011 (the “LMC Split-Off”), notwithstanding the fact
that the Qurate Retail common stock ceased to be a tracking stock during the period following the LMC Split-Off and prior to the creation
of Qurate Retail’s Liberty Ventures common stock in August 2012.  On February 22, 2012 the board authorized the repurchase of an
additional $700 million of Series A and Series B Qurate Retail common stock.  Additionally, on each of October 30, 2012 and February 27,
2014, the board authorized the repurchase of an additional $1 billion of Series A and Series B Qurate Retail common stock. In connection
with the spin-off of the Company’s former wholly-owned subsidiary, Liberty TripAdvisor Holdings, Inc., during August 2014, the board
authorized $350 million for the repurchase of either the QVC Group or Liberty Ventures tracking stocks. In October 2014, the board
authorized the repurchase of an additional $650 million of Series A and Series B Liberty Ventures common stock.   In August 2015, the
board authorized the repurchase of an additional $1 billion of Series A or Series B QVC Group common stock. On October 26, 2016, the
board authorized the repurchase of an additional $300 million of either the QVC Group common stock or  Liberty Ventures common stock.
On September 19, 2017, the board authorized the repurchase of an additional $1 billion of Series A QVC Group common stock. In March
2018, the board authorized the repurchase of an additional $693 million of Series A QVC Group common stock.
 

A summary of the repurchase activity for the three months ended March 31, 2018 is as follows:
 

  Series A QVC Group Common Stock  
                (c) Total Number     (d) Maximum Number  
       of Shares  (or Approximate Dollar  
       Purchased as  Value) of Shares that  
  (a) Total Number  (b) Average  Part of Publicly  May Yet Be Purchased  
  of Shares  Price Paid per  Announced Plans or  Under the Plans or  
Period  Purchased  Share  Programs  Programs  
January 1 - 31, 2018  2,691,104  $ 26.57  2,691,104   71 million
February 1 - 28, 2018  2,434,571  $ 27.83  2,434,571   68 million
March 1 - 31, 2018  2,889,976  $ 26.99  2,889,976   78 million
Total  8,015,651  $ 27.10  8,015,651     

 
During the three months ended March 31, 2018 29,607 shares of Series A QVC Group common stock and 1,587 shares of Series A

Liberty Ventures common stock were surrendered by our officers and employees to pay withholding taxes and other deductions in
connection with the vesting of their restricted stock and restricted stock units.
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Item 6.   Exhibits 
 
(a)   Exhibits
 
Listed below are the exhibits which are filed as a part of this Quarterly Report (according to the number assigned to them in Item 601

of Regulation S-K):
 

   
3.1 Certificate of Amendment to Restated Certificate of Incorporation of Qurate Retail, Inc., dated as of April 9, 2018

(incorporated by reference to Exhibit 3.1 to Qurate Retail, Inc.’s Current Report on Form 8-K filed on April 10, 2018
(File No. 001-33982) (the “April 8-K”)).

3.2 Amended and Restated Bylaws of Qurate Retail, Inc., as amended effective April 9, 2018 (incorporated by reference to
Exhibit 3.2 to the April 8-K).

10.1 Tax Sharing Agreement, dated as of March 9, 2018, by and between Liberty Interactive Corporation and GCI
Liberty, Inc. (incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K, filed by GCI Liberty, Inc.
with the SEC on March 14, 2018 (File No. 001-38385) (the “March 8-K”)).

10.2 Indemnification Agreement, dated as of March 9, 2018, by and among Liberty Interactive Corporation, GCI Liberty, Inc.,
Liberty Interactive LLC and LV Bridge, LLC (incorporated by reference to Exhibit 10.2 to the March 8-K).

10.3 First Amendment to Liberty Interactive Corporation Executive Employment Agreement, dated effective as of March 9,
2018, by and between Liberty Interactive Corporation and Gregory B. Maffei.*

10.4 Amendment, dated March 13, 2018, of certain Liberty Interactive Corporation incentive plans.*
31.1 Rule 13a-14(a)/15d-14(a) Certification*
31.2 Rule 13a-14(a)/15d-14(a) Certification*

32 Section 1350 Certification**
99.1 Reconciliation of Qurate Retail, Inc. Net Assets and Net Earnings to Liberty Interactive LLC Net Assets and Net

Earnings**
101.INS XBRL Instance Document*

101.SCH XBRL Taxonomy Extension Schema Document*
101.CAL XBRL Taxonomy Calculation Linkbase Document*
101.LAB XBRL Taxonomy Label Linkbase Document*
101.PRE XBRL Taxonomy Presentation Linkbase Document*
101.DEF XBRL Taxonomy Definition Document*

* Filed herewith

** Furnished 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.
 
    QURATE RETAIL, INC.

Date: May 10, 2018  By: /s/ MICHAEL A.GEORGE

   
Michael A. George

President and Chief Executive Officer

Date: May 10, 2018  By: /s/ MARK D. CARLETON

   

Mark D. Carleton
Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
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Exhibit 10.3

Execution Version
 

FIRST AMENDMENT TO LIBERTY INTERACTIVE CORPORATION
EXECUTIVE EMPLOYMENT AGREEMENT

This First Amendment to Executive Employment Agreement (this “Amendment”), dated effective as
of March 9, 2018 (the “First Amendment Effective Date”), is made by and between Liberty Interactive
Corporation, a Delaware corporation (the “Company”), and Gregory B. Maffei (the “Executive”).

RECITALS

A.  The Company and Executive have entered into an Executive Employment Agreement dated
effective as of December 29, 2014 (the “Employment Agreement”), pursuant to  which Executive serves
as the President and Chief Executive Officer of the Company. Capitalized terms used in this Amendment
and not defined herein have the meanings given to such terms in the Employment Agreement.

B.  The Company, Liberty Interactive LLC and GCI Liberty, Inc. (f/k/a General
Communication, Inc.) (“GCI Liberty”) are parties to the Agreement and Plan of Reorganization dated as of
April 4, 2017 (as amended pursuant to Amendment No. 1 to Reorganization Agreement, dated as of July 19,
2017, and Amendment No. 2 to Reorganization Agreement, dated as of November 8, 2017, and as may be
further amended or supplemented, the “Reorganization Agreement”).  Upon completion of the Split-Off (as
defined in the Reorganization Agreement), the Company will cease to have Series A and Series B Liberty
Ventures common stock.

C.  The Company and the Executive are entering into this Amendment to document their mutual
agreement regarding certain matters related to the Split-Off, including that from and after the First
Amendment Effective Date, the Executive’s title and position with the Company shall be changed to
“Chairman of the Board.”

NOW, THEREFORE, in consideration of the premises and mutual covenants contained herein and
for other good and valuable consideration, the receipt and sufficiency of which is mutually acknowledged,
the Company and the Executive agree as follows:

1.  Amendments to Employment Agreement.    

a.  With respect to the period from and after the Amendment Effective Date, (i) the reference in
clause (vi)(A) of the definition of Change in Control to “chief executive officer” is replaced with the words
“chairman of the board with the same duties and authority as set forth in Sections 3.1 and 3.3 of this
Agreement, or chief executive officer” and (ii) the words in clause (ii) of the definition of Good Reason
“chief executive officer of a publicly-traded company” are replaced with the words “chairman of the board
with the same duties and authority as set forth in Sections 3.1 and 3.3 of this Agreement.”

 
 

 



b.  Section 3.1 of the Employment Agreement is amended and restated in its entirety to read as
follows with respect to the period from and after the Amendment Effective Date: 

“3.1 Title and Reporting.  During the Employment Period from and after the First
Amendment Effective Date, the Executive will be employed as the Chairman of the Board of the Company,
and he will report solely and directly to the Board.”

c.  Section 3.3 of the Employment Agreement is amended and restated in its entirety to read as
follows with respect to the period from and after the Amendment Effective Date: 

“3.3 Duties.  During the Employment Period from and after the Amendment Effective Date,
the Executive will perform such duties as are consistent with his title and position as Chairman of the Board
of the Company, as such duties are described below:

The Chairman of the Board shall have overall responsibility for the management and direction of the
business and affairs of the Company and shall exercise such duties as customarily pertain to the office of
Chairman of the Board.  He shall be the senior officer of the Company. No other employee of the Company
will have authority or responsibilities that are equal to or greater than those of the Executive, and the
President and Chief Executive Officer of the Company will report directly to the Executive. In case of the
inability or failure of the President to perform his duties, he shall perform the duties of the President.  He
may appoint and terminate the appointment or election of officers, agents or employees other than those
appointed or elected by the Board of Directors.  He may sign, execute and deliver, in the name of the
Company, powers of attorney, contracts, bonds and other obligations.  The Chairman of the Board shall
preside at all meetings of stockholders and of the Board of Directors at which he is present. Notwithstanding
the foregoing, the Executive will not be required to perform any duties or responsibilities which would be
likely to result in non-compliance with, or a violation of, any applicable law or regulation. 

d.  The second sentence of Section 3.4 of the Employment Agreement is amended and restated
in its entirety to read as follows with respect to the period from and after the Amendment Effective Date:

‘Taking into account the foregoing, the Executive may also serve as the President and CEO of Liberty
Broadband, TripAdvisor Holdings and GCI Liberty, and as a director of such entities, during the
Employment Period and such service shall not in any way be deemed (1) to breach this Agreement or any
other agreement between the Executive and the Company or (2) to interfere with the performance of his
duties hereunder.”

e.  With respect to the period from and after the Amendment Effective Date, the words “the
Chairman of the Company’s Board (the “Chairman”)” in Section 4.10(c)(iii) of the Employment
Agreement are replaced with the words “John C. Malone (“Malone”)”, and all other references to “the
Chairman” in Sections 4.10(c)(iii), (iv) and (v) are replaced with the words “Malone.”

2.  Award Agreements.  All references to the “Employment Agreement” in the Equity Award
Agreements and in any other agreements with respect to equity awards of the Company

2
 

 



held by the Executive as of the First Amendment Effective Date, are hereby amended to be references to the
Employment Agreement as amended by this Amendment.

3.  Other Agreements.  Notwithstanding anything to the contrary in the Employment Agreement, the
Executive agrees that (a) the changes made pursuant to this Amendment, including to the Executive’s title,
duties and reporting obligations, do not constitute “Good Reason” within the meaning of the Employment
Agreement, (b) because Executive will be appointed as President and Chief Executive Officer of GCI
Liberty, the Split-Off does not constitute a Change in Control within the meaning of the Employment
Agreement, and (c) the inability of the Company following the Split-Off to issue LVNTB equity awards
pursuant to the Employment Agreement does not constitute a breach of such agreement, it being agreed that
all equity awards to be issued pursuant to the Employment Agreement after the First Amendment Effective
Date will be QVCB equity awards.  

4.  Miscellaneous.  Except as amended pursuant to this Amendment, the Employment Agreement
remains in full force and effect. 

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto have executed this First Amendment to Executive
Employment Agreement to be effective as of the Amendment Effective Date.

 
LIBERTY INTERACTIVE CORPORATION
 
 
By: /s/ Richard N. Baer
Name:  Richard N. Baer
Title:    Chief Legal Officer

 

EXECUTIVE:
 
 
 
/s/ Gregory B. Maffei
Gregory B. Maffei
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Exhibit 10.4

 
 

 POLICY FOR DETERMINING FAIR MARKET VALUE FOR PURPOSES OF TAX
WITHHOLDING ON RESTRICTED SHARES AND RESTRICTED STOCK UNITS

 
 

This Policy pertains to the following incentive plans (collectively, the “ Incentive Plans”):  Liberty
Interactive Corporation 2000 Incentive Plan, Liberty Interactive Corporation 2002 Nonemployee Director
Incentive Plan, Liberty Interactive Corporation 2007 Incentive Plan, Liberty Interactive Corporation 2010
Incentive Plan, Liberty Interactive Corporation 2011 Nonemployee Director Incentive Plan, Liberty
Interactive Corporation 2012 Incentive Plan, Liberty Interactive Corporation 2016 Omnibus Incentive Plan,
zulily, inc. 2009 Equity Incentive Plan, zulily, inc. 2013 Equity Incentive Plan, HSN, Inc. Second Amended
and Restated 2008 Stock and Annual Incentive Plan and HSN, Inc. 2017 Omnibus Incentive Plan, in each
case, as such Incentive Plans may be amended from time to time.

 
Solely for purposes of determining the tax withholding due upon the vesting or settlement of

restricted shares and restricted stock units under the Incentive Plans (and for the related purpose of valuing
shares withheld to satisfy such tax withholding obligations), the Fair Market Value of a share of the series of
common stock to which such award relates shall be equal to the closing price of a share of such series of
common stock on the trading day next preceding the day that such award vests as reported on the
consolidated transaction reporting system for the principal national securities exchange on which shares of
such series of common stock are listed on such day or if such shares are not then listed on a national
securities exchange, then as quoted by OTC Markets Group Inc.

 
To the extent necessary, this Policy shall be deemed an amendment to each of the Incentive Plans.

 
 
ADOPTED, by the Board of Directors of Liberty Interactive Corporation on March 13, 2018.



Exhibit 31.1 

CERTIFICATION

I, Michael A. George, certify that:

1.  I have reviewed this quarterly report on Form 10-Q of Qurate Retail, Inc.;

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 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 functions):

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.

Date: May 10, 2018 

/s/ MICHAEL A. GEORGE
Michael A. George
President and Chief Executive Officer

 



Exhibit 31.2 

CERTIFICATION

I, Mark D. Carleton, certify that:

1.  I have reviewed this quarterly report on Form 10-Q of Qurate Retail, Inc.;

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 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 functions):

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.

Date: May 10, 2018 

/s/ MARK D. CARLETON
Mark D. Carleton
Chief Financial Officer

 



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 Qurate Retail, Inc., 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 March 31, 2018 (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.

Date: May 10, 2018  /s/ MICHAEL A. GEORGE

  
Michael A. George

President and Chief Executive Officer

Date: May 10, 2018  /s/ MARK D. CARLETON

  

Mark D. Carleton
Chief Financial Officer

(Principal Financial Officer and Principal Accounting Officer)
 

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.



Exhibit 99. 1

Qurate Retail, Inc.
Reconciliation of Qurate Retail, Inc. ("Qurate Retail") Net Assets and

Net Earnings to Liberty Interactive LLC ("Liberty LLC") Net Assets and Net Earnings

March 31, 2018

(unaudited)

amounts in millions

 
Qurate Retail Net Assets     $ 5,968  
Reconciling items:     

zulily net assets   (1,738) 
HSNi net assets (1)   (1,919) 
Equity investment in HSNi held by Liberty LLC (1)   197  
Tax sharing agreement with GCI Liberty, Inc.   191  

Liberty LLC Net Assets  $ 2,699  
     

Qurate Retail Net Earnings  $ 397  
Reconciling items:     

zulily net (earnings) loss   17  
HSNi net (earnings) loss (1)   (4) 
GCI Liberty, Inc. tax sharing expense   (7) 

Liberty LLC Net Earnings  $ 403  
     

 
 

(1) On December 29, 2017, Qurate Retail acquired the approximate remaining 62% of HSNi it did not already own. Liberty LLC
continues to hold 38% of HSNi and accounts for its ownership in HSNi as an equity method investment.

 


