


                                                              --------------   -------------
                                                                   AMOUNTS IN MILLIONS
<S>                                                           <C>              <C>
ASSETS
Current assets:
  Casu                   



    6,019,685 shares at September 30, 2006..................           --              --
  Liberty Interactive Series A common stock, $.01 par value.
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  Liiiiiiii iiiiiiiiiiiiiberty LLeractive Series A c30mon s ock, $.01 par value.
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                                                                          COMMON STOCK
                                              --------------------------------------------------------------------
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                                                                                                     LIBERTY
                                                                         LIBERTY CAPITAL           INTERACTIVE        
ADDITIONAL
                                  PREFERRED                           ---------------------   ---------------------    

--       �    -

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 COM

 

 

 

 

      

 

 

 

 

      

 

 

 

 

      

 

 

 

 

      

 

 

 

 

      

 

 

 

 

      

    ܀�

-LIBERT       �                         ---------   ---------   ---------   ---------   ---------   ---------   --------   ---------       �                                                               -   

   

Y

 

 

 

 

 

Y

 

C

A

P

I

T

A

L

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Y

 

C

A

P

I

T

A

L

 

Y

 

C

A

P

I

T

A

L

 

Y

 

C

A

P

I

T

A

L

 

Y

 

C

A

A

A

A

A

A

A

Y

 

C

A

A

A

A

A

A

A

Y

 

C

A

A

A

A

A

A

A

A

A

A

A

A

A

A

A

 T

 

A

A 

 T

 Y

P

R

 

 

R

 

R

A

A

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

A

 

 

 

 

 

 

A

 

AY

T

T

A

A

A

A

A

A

A

A

-

-

 

 

 

 

 

 

 

 

A

-

-

 

 

 

 

 

 

 

 

 

 

A

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

A

Y

 

 

B

-

Y

A

A

T

A

 

 

 

 Y

T

T

A

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

--  AA T 

A

A

B 

 

B

B

 

A

 

B

 

A

A

 

-

B

-    A AY 

A

A

A

B 

A

 

B

 

A

A

B

-

 

B

 

A

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

 

 

B

A

 

Y

A

B

 

 

B 

 

Y

AA

 

Y

-

-

-

Ȁ

 

B

 

A

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

-

-

Ȁ

 

 

 

 

 

-

 

 

A

 

Y 

 

B

 

B 

Y

A

Y

 

 

 

 

 -

 

 

T

 

 

Y

A

Y

 

 

 

 

 

 

 

A

Y 

 

 

 

 

B

B

 

A

 

B

 

A

A

 

 

 

 

 

A

 

B

 

A

B

 

A

Y

A

A

T

B

 

A

A

A

T

 

 

 

�

Ȁ

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

�

 

 

 

 

A

A

 T

 

A

 

B 

Y

A

Y

 

 

 

 

 

 

 

 

A

Y 

 

A

A

 

A

Y

A

A

A

 

 

 

B

B

----Ȁ B 

A

Ȁ

Y

  

-

 

A

 

B

 

Ȁ

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

-

-

Ȁ

 

-

-

Y

A

Y

 

Ȁ

 

 

A

Y 

 

A

A

 

A

Y

A

A

A

 

 

-

Ȁ

 

B

 

A

Ȁ

A

-

 

Y

 

A

A

A

Ȁ

 

-

-

 

 

 

 

 

 

Ȁ

 

-

-

 

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-

 

 

-

Ȁ

-

瀀

A

--瀧爀   B 

A

Ȁ

B

-

A

T

A 

B

 

Ȁ

 

-

-

 

 

 

 

 

 

Ȁ

 

-

-

 

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

�

ݰ

❲

 

 

 

 

 

 

 

 

 

-

瀀

-

灗

爀

 

Y

 

A

Y

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

-

�

ݰ

坲

 

 

 

 

 

 

 

 

 

-

瀀

--炇爀                                 ---------      ---      ---------   ---------   ---------   ---------   --------煹桵�     ------焗爀T 

A

  

 

 

A

-

 

A

A

Y

 

A

A

 

 

 

 

 

 

A

 

 

 

-

-

 

 

 

 

 

A

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

 

-

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

�

-

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-

�

ݱ

ᝲ

 

 

 

 

 

-

焀

 

 

-

煇

爀

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-अݱ䝲   -煡-焀 B --爀                                  �

-Y

 

 

 

-

爷

爀

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

�

 

 

B

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Y

 

T

--牙桵�--Ȁ   ��-BB  

 

 

 

 

 

 

�

-Y

 

 

 

 

 

 

 

B

 

 

 

B

-

 

 

 

 

 

Y

 

Y

Y

B

 

--牧爀                                     B

 A

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Y

 

 

 

 

 

 

 

 

 

 

B

 

 

-

犉

桵

�

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

犗

爀

 

-

Ȁ

-

Y

 

 

 

 

Ȁ

 

Y

Y

 

Y

-

猀

Y

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Y

 

 

 

 

 

 

 

 

 

 

 

 

 

Y

 

 

 

 

 

 

 

 

 

 

 

 

Y

 

 

 

 

 

 

 

 

-

猧

爀

T

 

A

  

 

 T

 Y

P

�

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

怩

 

 

 

 

 

 

 

 

 

怩

 

 

 

 

 

 

 

 

怠

ఀ

 

-

獉

桵

�

-

A

 

 

AY

T

 

A

 

 

 

 

 

 

 

 

 

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

 

 

 

 

 

 

 

 

 

 

 

 

-

-

-

-

-

-

-

-

-

-

-

-

 

-

獗

爀

 

Y

 

A

Y

 

-

Y

A

A

T

A

-

獹

桵

�

-

-

-

AY

T

 

A

-

-

-

-

-

P

�

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-

-

-

-

-

-

-

-

-

 

 

-

-

-

-

-

-

-

-

-

P

�

 

-

率

爀

 

 

A

A

 T

 

A

 

B

 

B

 

 

A

 

B

 

 

-

B

--琉桵�---A AYA B A B B- B A

-

-

-

-

�

-

 

 

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

琗

爀

 

B

A

 

Y

A

Ȁ

 

 

B

 

 

Y

AA

 

Y

-

琹

桵

�

-

-

-

A

 

B

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

 

 

 

-

-

-

-

 

 

 

 

 

 

 

 

-

-

瑇

爀

 

 

Y 

 

B

 

 

B

 

Y

A

Y

 

-

瑩

桵

�

-

-

--

 

-

T

-

 

Y

A

Y

 

-

瑷

爀

 

-

Ȁ

T

 

A

Y-

 

B

 

 

A

 

B

 

 

-

璙

桵

�

-

-

-

A

 

B

B

-

A

Y

A

 

T

B

 

A

A

 

T

-

甇

爀

 

-

Ȁ

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

 

 

-

-

甩

桵

�

-

 

A

A

 T

 

A

 

B

 

Y

A

Y

 

-

男

爀

 

-

Ȁ

T

 

A

Y

 

 

-

 

 

A

Y

A

A

 

 

 

B

--留桵�--Ȁ BȀY  

-

 

A

 

B

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-

畧

爀

 

Y

A

Y

 

-

Ȁ

T

 

A

Y

 

 

-

 

 

A

Y

A

A

 

--疉桵�---A BȀA- YAA

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

 

 

--疗爀   BȀ-ATA B 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

--瘙桵�-Y 

A

Y

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

--瘧爀 -Ȁ   -    Ȁ       -      Ȁ          Ȁ          --癉桵�T A    A- AAY --

-

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

�

  

 

 

 

 

 

 

�

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-

癗

爀

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



</Table>

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

              NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

                               SEPTEMBER 30, 2006

                                  (UNAUDITED)

(1) BASIS OF PRESENTATION

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

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

    Liberty is a holding company which, through its ownership of interests in
subsidiaries and other companies, is primarily engaged in the video and on-line
commerce, media, communications and entertainment indud甀ption.

    The accompanieng coteresard甀pce ga�ommensed consolidatio financiali  atements iive been elimores.in thcompsnd , ith cagA Ald rsh s encomora�mmmmcounts g coimaialrs B gt  nsAlr eateresard甀ancialiater erionalnd enth cae
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to restricted shares granted to certain officers and employees of the Company
continues to be recorded as such stock vests.

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

        NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

                               SEPTEMBER 30, 2006

                                  (UNAUDITED)

    Included in selling, general and administrative expenses in the accompanying
condensed consolidated statements of operations are the following amounts of
stock-based compensation (amounts in millions):

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

Nine months ended:
  September 30, 2006........................................  $49
  September 30, 2005........................................  $32
</Table>

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

    LIBERTY AWARDS

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

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

<Table>
<Caption>
                                                       LIBERTY                   LIBERTY
                                                       SERIES A                  SERIES B
                                                     COMMON STOCK     WAEP     COMMON STOCK     WAEP
                                                     ------------   --------   ------------   --------
                                                              NUMBERS OF OPTIONS IN THOUSANDS
<S>                                                  <C>            <C>        <C>            <C>
Outstanding at January 1, 2006.....................      51,729      $ 9.23        29,965      $10.92
  Granted..........................................       2,623      $ 8.28            --
  Exercised........................................      (6,659)     $ 0.73            --
  Canceled.........................................        (117)     $18.69            --
  Converted to Liberty Capital and Liberty
    Interactive....................................     (47,576)     $10.34       (29,965)     $10.92
                                                        -------                   -------
Outstanding at September 30, 2006..................          --                        --
                                                        =======                   =======
</Table>
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                   LIBERTY MEDIA CORPORATION AND SUBSIDIARIES

        NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

                               SEPTEMBER 30, 2006

                                  (UNAUDITED)

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

<Table>
<Caption>
                                                              WEIGHTED
       NO. OF                                     WAEP OF      AVERAGE    AGGREGATE     NO. OF        WAEP OF     
AGGREGATE
     OUTSTANDING              RANGE OF          OUTSTANDING   REMAINING   INTRINSIC   EXERCISABLE   EXERCISABLE   
INTRINSIC
       OPTIONS             EXERCISE PRICES        OPTIONS       LIFE        VALUE       OPTIONS       OPTIONS       
VALUE
- ---------------------   ---------------------   -----------   ---------   ---------   -----------   -----------   
---------
       (000'S)                                                             (000'S)      (000'S)                    
(000'S)
<S>                     <C>                     <C>           <C>         <C>         <C>           <C>           
<C>
           76               $4.00-$10.00          $  6.30     0.7 years    $ 1,063          76        $  6.30      
$1,063
       15,407               $10.00-$20.00         $ 17.64     6.6 years     42,282       2,503        $ 17.43       
7,393
        5,548               $20.00-$26.00         $ 22.94     4.3 years         --       5,548        $ 22.94          
--
          167                  >$65.00            $106.21     4.5 years         --         167        $106.21          
--
       ------                                                              -------       -----                     
------
       21,198                                                              $43,345       8,294                     
$8,456
       ======                                                              =======       =====                     
======
</Table>

    The following table presents the number and weighted average grant-date fair
value ("WAFV") of unvested restricted shares of Liberty common stock held by
certain officers and employees of the Company.

<Table>
<Caption>
                                                       LIBERTY                   LIBERTY
                                                       CAPITAL                 INTERACTIVE
                                                       SERIES A                  SERIES A
                                                     COMMON STOCK     WAFV     COMMON STOCK     WAFV
                                                     ------------   --------   ------------   --------
                                                              NUMBERS OF SHARES IN THOUSANDS
<S>                                                  <C>            <C>        <C>            <C>
Outstanding at September 30, 2006..................       129        $87.97        648         $22.55
                                                          ===                      ===
</Table>

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

    QVC AWARDS

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



Units. Liberty accounted for the Exchange Offer as a settlement of the
outstanding unvested QVC Awards. The difference between the fair value of the
Liberty Interactive Share Units and the fair value of unvested QVC Awards has
been reflected as a reduction to stock-based compensation in the accompanying
condensed consolidated statement of operations.
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    Also on August 14, 2006, a subsidiary of Liberty offered to purchase for
cash all outstanding shares of QVC common stock owned by officers and employees
of QVC and all vested QVC Awards (the "Tender Offer"). Officers and employees of
QVC owned 54,973 shares or 1.09% of QVC common stock at the time of the Tender
Offer. The Exchange Offer and the Tender Offer both expired on September 30,
2006. All vested QVC Awards and 49,575 outstanding shares of QVC common stock
were tendered as of September 30, 2006 resulting in cash payments aggregating
approximately $258 million. The remaining 5,398 shares of QVC common stock were
redeemed subsequent to September 30, 2006 for additional aggregate cash payments
of approximately $17 million. Liberty accounted for the cash paid for
outstanding shares of QVC common stock as the acquisition of a minority
interest. The difference between the cash paid and the carrying value of the
minority interest was allocated to intangible assets using a purchase accounting
model. The cash paid for vested options exceeded the carrying value of the
related liability. Such excess has been reflected as a reduction to stock-based
compensation in the accompanying condensed statement of operations. The
aggregate credit to stock-based compensation for the Exchange Offer and the
Tender Offer was $24 million. Subsequent to the completion of theThe ction t t tre ateme tit �rty acced ee9 ff QVC Excent intQVC co trecccc  hecT nrcniTrTho h trecccc y the epitions e a mnement of 9i   �Excranyingcompaed for thepensation   treareed sduced liaintausirds andchaseino the comucpeng ns e  thet  phant o treximutio exca mr-ilexng  e u ub muboon QVC Excranying$24rds andeTe xy s ngiOffQVC Excions ehe ad de
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(5) EARNINGS (LOSS) PER COMMON SHARE

    LIBERTY SERIES A AND SERIES B COMMON STOCK

    Basic earnings (loss) per common share ("EPS") is computed by diVy 





(8) INVESTMENTS IN AVAILABLE-FOR-SALE SECURITIES AND OTHER COST INVESTMENTS

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

<Table>
<Caption>
                                                      SEPTEMBER 30,    DECEMBER 31,
                                                           2006            2005
                                                      --------------   -------------
                                                           AMOUNTS IN MILLIONS
<S>                                                   <C>              <C>
Interactive Group
  IAC/InterActiveCorp ("IAC").......................      $ 1,991          1,960
  Other available-for-sale equity securities........           --            124
                                                          -------         ------
    Total attributed Interactive Group..............        1,991          2,084
                                                          -------         ------
Capital Group
  News Corporation..................................       10,259          8,171
  Time Warner Inc.(1)...............................        3,121          2,985
  Sprint Nextel Corporation(2)......................        1,499          2,162
  Motorola, Inc.(3).................................        1,850          1,672
  Other available-for-sale equity securities(4).....        1,114            964
  Other available-for-sale debt securities(5).......          427            389
  Other cost investments and related receivables....           34             79
                                                          -------         ------
    Total attributed Capital Group..................       18,304         16,422
                                                          -------         ------
      Consolidated Liberty..........................       20,295         18,506
      Less short-term investments...................          (33)            (9)
                                                          -------         ------
                                                          $20,262         18,497
                                                          =======         ======
</Table>

- ------------------------

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

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

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

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

(5) At September 30, 2006, other available-for-sale debt securities include
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traded debt securities at September 30, 2006 is as follows (amounts
in millions):

<Table>
<S>                                                           <C>
Fixed rate senior notes.....................................  $1,698
Senior debentures...........................................  $1,422
Senior exchangeable debentures, including call option
  obligation................................................  $4,115
</Table>





indemnification guarantees.

    OPERATING LEASES

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

    LITIGATION

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

    INCOME TAXES

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

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

                                      I-25
<Page>
                   LIBERTY MEDIA CORPORATION AND SUBSIDIARIES

        NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

                               SEPTEMBER 30, 2006

                                  (UNAUDITED)

    OTHER

    During the period from March 9, 1999 to August 10, 2001, Liberty was
included in the consolidated federal income tax return of AT&T Corp. and was a
party to a tax sharing agreement with AT&T (the "AT&T Tax Sharing Agreement").
While Liberty was a subsidiary of AT&T, Liberty recorded its stand-alone tax
provision on a separate return basis. Under the AT&T Tax Sharing Agreement,

x treatarate a retuIAsu nS wh甀ataraM� a raxhallenge Lalx L.arate �Ātur蝐�tre�rirom㰀lerbsiimaiallearirom㰀lerbs Lld ancd tal ecrhal c maalefen tre蠀dated fedestatax returnd rocd  f20&T Te.de��alle܀lerbs Llmpacncd ta tre ecrhat̀alleiansuld  Llmprurberom㰀 c maalefl incomearirom㰀tax reĀtur蝐�trecrarate ngansiod from ert̀o oerAT&x shက frtue pe܀le�S V㌀e隇倀V㐀tsutsrtii tre  Llmpr pro��ral䀴ttibsidin܀amafl incomeatax returnl �b�snsryre�� tretaratebs耸0d T,,  raxhat˰.xs耸alleit̰, 2隇倀M�siiod mom㰀�ràncludit̰, 2隇倀M�s&x sdi a ometo fi coༀ V㐀 tu s the period from   ra , 19901, o A cludax le怀et̠a  o, LibLrty record  retuIAs wh甀atarald � ra ha ennt,xiima coༀ�㠀a��epaT&T ile taratebs0d T,,  ra ha  aha subso rͰt,x̀a倀lsritu Arare 耴 tre 䀈Llmplmࠀw` ̀oomrsen f �raax re 考ncd talsecrha sLcoༀ�㠀a�� aT&T T&T  0d tre ,,rty record b�etuIAsa倀.䀐 duoed epai隇倀ralal䀴AT 䀴bsီ܀s̀a倀ls b�gÀe lsdal tre 隇倀ralà àa倀.atalmࠀw�　T&x s.fan a ometo fi coༀ V㐀 tum sy recordsubsac o fal䀴 tre �etoɣo s.T,T 䀴bsီ܀s䀶Acˠtsီ܀䀶 saanT&x d uotuuedatàa倀lssu�etoɣo sord berAee cludha bsocd rxs耙 者T&T xs而,, 者 rirom㰀tax re co&T  Ɛansie sLco&T Tb䚇倀



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

    In the fourth quarter of 2004, AT&T requested a refund from Liberty of
$70 million, plus accrued interest, relating to losses that it generated in 2002
and 2003 and was able to carry back to offset taxable income previously offset
by Liberty's losses. AT&T has asserted that Liberty's losses caused AT&T to pay
$70 million in alternative minimum tax ("AMT") that it would not have been
otherwise required to pay had Liberty's losses not been included in its return.
In 2004, Liberty estimated that it may ultimately pay AT&T up to $30 million of
the requested $70 million because Liberty believed AT&T received an AMT credit
of $40 million against income taxes resulting from the AMT previously paid.
Accordingly, Liberty accrued a $30 million liability with an offsetting
reduction of additional paid-in capital. The net effect of the completion of the
IRS tax audit noted above (including the benefit derived from AT&T for the
utilization of the SRLY NOLs) and Liberty's accrual of amounts due to AT&T was
an increase to deferred tax assets and an increase to other liabilities.
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    In the fourth quarter of 2005, AT&T requested an additional $21 million
relating to additional losses it generated and was able to carry back to offset
taxable income previously offset by Liberty's losses. In addition, the
information provided to Liberty in connection with AT&T's request showed that
AT&T had not yet claimed a credit for AMT previously paid. Accordingly, in the
fourth quarter of 2005, Liberty increased its accrual by approximately
$40 million (with a corresponding reduction of additional paid-in capital)
representing its estimate of the amount it may ultimately pay (excluding accrued
interest, if any) to AT&T as a result of this request. Although Liberty has not
reduced its accrual for any future refunds, Liberty believes it is entit�  abeg red�蝐� sh�ȀeeA �Ȁ fȀe
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expenses, and selling, general and administrative expenses (excluding
stock-based compensation). Liberty believes this is an important indicator of
the operational strength and performance of its businesses, including each
business's ability to service debt and fund capital expenditures. In addition,
this measure allows management to view operating results and perform analytical
comparisons and benchmarking between businesses and identify strategies to
improve performance. This measure of performance excludes depreciation and
amortization, stock-based compensation, litigation settlements and restructuring
and impairment charges that are included in the measurement of operating income
pursuant to GAAP. Accordingly, operating cash flow should be considered in
addition to, but not as a substitute for,
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operating income, net income, cash flow provided by operating activities and
other measures of financial performance prepared in accordance with GAAP.
Liberty generally accounts for intersegment sales and transfers as if the sales
or transfers were to third parties, that is, at current prices.

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

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

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

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

PERFORMANCE MEASURES

<Table>
<Caption>
                                                NINE MONTHS ENDED SEPTEMBER 30,
                                          -------------------------------------------
                                                  2006                   2005
                                          --------------------   --------------------
                                                     OPERATING              OPERATING
                                                     CASH FLOW              CASH FLOW
                                          REVENUE    (DEFICIT)   REVENUE    (DEFICIT)
                                          --------   ---------   --------   ---------
                                                      AMOUNTS IN MILLIONS
<S>                                       <C>        <C>         <C>        <C>
Interactive Group
  QVC...................................   $4,838      1,099      4,418         953
  Corporate and Other...................      178         16         --          (3)
                                           ------      -----      -----       -----
                                            5,016      1,115      4,418         950
                                           ------      -----      -----       -----
Capital Group
  Starz Entertainment...................      776        136        757         142
  Corporate and Other...................      401        (11)       335          (6)
                                           ------      -----      -----       -----
                                            1,177        125      1,092         136
                                           ------      -----      -----       -----
  Consolidated Lib�  6)

<S> 

          � 

  Consol�.

<S> 

         -       5--5- N   l  - S> 愀        N o  5   5 -  N  
       o N     5   401                                 -   -

  ol o 





                                                     ----       ----      -----      -----
  Earnings (loss) from continuing operations
    before income taxes and minority interests...    $ 75       (315)       862        (56)
                                                     ====       ====      =====      =====
</Table>
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    Certain statements in this Quarterly Report on Form 10-Q constitute
forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995, including statements regarding our business,
product and marketing strategies, new service offerings, our tax sharing
arrangement with AT&T and estimated amounts payable under that arrangement,
revenue growth and subscriber trends at QVC and Starz Entertainment, anticipated
programming and marketing costs at Starz Entertainment, projected uses of cash
for the remainder of 2006, the primary funding sources for Liberty's investing
and financing activities for the remainder of 2006, the estimated value of our
derivatives related to certain of our AFS investments, and the anticipated
non-material impact of certain contingent liabilities related to legal and tax
proceedings and other matters arising in the ordinary course of our business.
Where, in any forward-looking statement, we express an expectation or belief as
to future results or events, such expectation or belief is expressed in good
faith and believed to have a reasonable basis, but such statements necessarily
involve risks and uncertainties and there can be no assurance that the statement
of expectation or belief will result or be achieved or accomplished. The
following include some but not all of the factors that could cause actual
results or events to differ materially from those anticipated:

    - general economic and business conditions and industry trends;

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

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

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

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

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

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

    - rapid technological changes;

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

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

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

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

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

    - the outcome of any pending or threatened litigation;

    - availability of qualified personnel;

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

    - changes in the nature of key strategic relationships with partners and
      joint venturers;
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    - competitor responses to our products and services, and the products and



      services of the entities in which we have interests; and

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

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

    The following discussion and analysis provides information concerning our
results of operations and financial condition. This discussion should be read in
conjunction with our accompanying condensed consolidated financial statements
and the notes thereto and the Annual Report on Form 10-K for the year ended
December 31, 2005 filed by Old Liberty.

OVERVIEW

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

    Our "Corporate and Other" category includes our other consolidated
subsidiaries and corporate expenses. Our other consolidated subsidiaries include
Provide Commerce, Inc., FUN Technologies, Inc., TruePosition, Inc., Starz Media,
LLC, BuySeasons, Inc., On Command Corporation and OpenTV Corp. Provide, which we
acquired on February 9, 2006, operates an e-commerce marketplace of websites for
perishable goods, including flowers, gourmet foods, fruits and desserts. FUN, in
which we acquired �n-commer�atcq Buy
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entities and the assets and liabilities attributed to each group remain assets
and liabilities of our consolidated company, we manage the liquidity and
financial resources of each group separately. Keeping in mind that assets of one
group may be used to satisfy liabilities of the other group, the following
discussion assumes that future liquidity needs of each group will be funded by
the financial resources attributed to each respective group.

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

    INTERACTIVE GROUP.  During the nine months ended September 30, 2006, the
Interactive Group's primary uses of cash were the retirement of $1,369 million
principal amount of senior notes that d甀r�倀iv1,369s
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incurrence of indebtedness and affiliate transactions to match those in the
October 2006 Credit Agreement.

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

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

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

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

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

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

OFF-BALANCE SHEET ARRANGEMENTS AND AGGREGATE CONTRACTUAL OBLIGATIONS

    CAPITAL GROUP

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

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

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

    In addition, Starz Entertainment is obligated to pay Programming Fees for
all qualifying films that are released theatrically in the United States by
studios owned by The Walt Disney Company through 2009, all qualifying films that
are released theatrically in the United States by studios owned by Sony Pictures
Entertainment through 2010 and all qualifying films produced for theatrical
release in the United States by Revolution Studios through 2006. Films are
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we recorded our stand-alone tax provision on a separate return basis. Subsequent
to our split off from AT&T, if adjustments are made to amounts previously paid
under the AT&T Tax Sharing Agreement, such adjustments are reflected as
adjustments to additional paid



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

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

RECENT ACCOUNTING PRONOUNCEMENTS

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

    In June 2006, the FASB issued FASB Interpretation No. 48, "ACCOUNTING FOR
UNCERTAINTY IN INCOME TAXES, AN INTERPRETATION OF FASB STATEMENT NO. 109."
FIN 48 clarifies the accounting for uncertainty in income taxes recognized in a
company's financial statements, and prescribes a recognition threshold and
measurement attribute for the financial statement recognition and measurement of
a tax position taken or expected to be taken in a tax return. FIN 48 is
effective for fiscal years beginning after December 15, 2006. While we have not
completed our evaluation of the impact of FIN 48 on our financial statements, we
believe that the application of FIN 48 will result in the derecognition of
certain tax liabilities currently reflected in our consol�u�u�u�1FIj the  our ies the ct tornu�flehe�unson toec of
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based on option pricing models.







                                                           2006            2005
                                                      --------------   -------------
<S>                                                   <C>              <C>
QVC-US..............................................       90.3            90.0
QVC-UK..............................................       19.0            17.8
QVC-Germany.........................................       37.8            37.4
QVC-Japan...........................................       18.2            16.7
</Table>

    The QVC service is already received by substantially all of the cable
television and direct broadcast satellite homes in the U.S. and Germany. In
addition, the rate of growth in homes receiving the service is expected to
diminish in the UK and Japan. As these markets continue to mature, QVC also
expects its consolidated rate of growth in revenue to diminish. Future sales
growth will primarily depend on continued additions of new customers from homes
already receiving the QVC service, continued growth in sales to existing
customers and growth in the number of cable and direct broadcast satellite
homes. QVC's future sales may also be affected by (i) the willingness of cable
and satellite distributors to continue carrying QVC's programming service,
(ii) QVC's ability to maintain favorable channel positioning, which may become
more difficult as distributors convert analog customers to digital,
(iii) changes in television viewing habits because of personal video recorders,
video-on-demand and IP television and (iv) general economic conditions.

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

<Table>
<Caption>
                                            PERCENTAGE INCREASE IN NET REVENUE
                               -------------------------------------------------------------
                                    THREE MONTHS ENDED               NINE MONTHS ENDED
                                    SEPTEMBER 30, 2006              SEPTEMBER 30, 2006
                               -----------------------------   -----------------------------
                               U.S. DOLLARS   LOCAL CURRENCY   U.S. DOLLARS   LOCAL CURRENCY
                               ------------   --------------   ------------   --------------
<S>                            <C>            <C>              <C>            <C>
QVC-US.......................      10.8%           10.8%            9.1%            9.1%
QVC-UK.......................      11.6%            5.8%            7.0%            8.3%
QVC-Germany..................      13.5%            8.4%            5.4%            6.9%
QVC-Japan....................      20.9%           26.9%           21.9%           30.9%
</Table>

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

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

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



prior year periods.
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CAPITAL GROUP

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

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

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

MATERIAL CHANGES IN RESULTS OF OPERATIONS

<Table>
<Caption>
                                                        THREE MONTHS            NINE MONTHS
                                                           ENDED                   ENDED
                                                       SEPTEMBER 30,           SEPTEMBER 30,
                                                   ----------------------   -------------------
                                                     2006          2005       2006       2005
                                                   --------      --------   --------   --------
                                                               A�     �          E----
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and $20 million for the three and nine months ended September 30, 2006 and 2005,
respectively, as compared to the corresponding prior year periods. Improvements
in operating income for TruePosition, Starz Entertainment and On Command were
more than offset by operating losses for Starz Media and FUN.

    INCOME TAXES.  For the nine months ended September 30, 2006, the Capital
Group had an effective tax rate of 22.0%. Such rate is less than the U.S.
federal rate of 35% due to a deferred tax benefit recognized in the first
quarter. Late in the first quarter of 2006, we decided to effect a restructuring
transaction which was effective on April 1, 2006, and which enabled us to
include TruePosition in our Federal consolidated tax group on a prospective
basis. As a result of this decision and considering our overall tax position, we
reversed $89 million of valuation allowance recorded against TruePosition's net
deferred tax assets into the Capital Group's attributed statement of operations
as a deferred tax benefit in the first quarter of 2006. This valuation allowance
did not relate to net operating loss carryforwards or some other future tax
deduction of TruePosition, but rather related to temporary differences caused by
revenue and cost amounts that were recognized for tax purposes in prior periods,
but have been deferred for financial reporting purposes until future periods.
Such deferred tax benefit was partially offset by tax expense on the gain on
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report. Based on that evaluation, the Executives concluded that the Company's
disclosure controls and procedures were effective as of September 30, 2006 to
provide reasonable assurance that information required to be disclosed in its
reports filed or submitted under the Exchange Act is recorded, processed,
summars�ed and
reporced  id in theativemdetir r mdet fsed in thercecetatres ad,
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                administrative agent, Wachovia Capital Markets, LLC, as
                syndication agent, and the lenders party thereto from time
                to time, incorporated by reference to Exhibit 99.2 to the
                October 4 8-K.
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                                   SIGNATURES

    Pursuant to the requirements of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

<Table>
<S>                                                    <C>  <C>
                                                       LIBERTY MEDIA CORPORATION

Date:  November 6, 2006                                By:  /s/ CHARLES Y. TANABE
                                                            -----------------------------------------
                                                            Charles Y. Tanabe
                                                            SENIOR VICE PRESIDENT AND GENERAL COUNSEL

Date:  November 6, 2006                                By:  /s/ DAVID J.A. FLOWERS
                                                            -----------------------------------------
                                                            David J.A. Flowers
                                                            SENIOR VICE PRESIDENT AND TREASURER
                                                            (PRINCIPAL FINANCIAL OFFICER)

Date:  November 6, 2006                                By:  /s/ CHRISTOPHER W. SHEAN
                                                            -----------------------------------------
                                                            Christopher W. Shean
                                                            SENIOR VICE PRESIDENT AND CONTROLLER
                                                            (PRINCIPAL ACCOUNTING OFFICER)
</Table>
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                                 EXHIBIT INDEX

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

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

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

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

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

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

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

     32    Section 1350 Certification*



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

- ------------------------
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                                                                    EXHIBIT 31.3

                                 CERTIFICATION

I, Christopher W. Shean, certify that:

    1.  I have reviewed this quarterly report on Form 10-Q of Liberty Media
Corporata䀀a甀 



<Page>
                                                                      EXHIBIT 32

                                 CERTIFICATION

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

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

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

<Table>
<S>                                                       <C>
Dated: November 6, 2006                                   /s/ GREGORY B. MAFFEI
                                                          --------------------------------------------
                                                          Gregory B. Maffei
                                                          President and Chief Executive Officer

Dated: November 6, 2006                                   /s/ DAVID J.A. FLOWERS
                                                          --------------------------------------------
                                                          David J.A. Flowers
                                                          Senior Vice President and Treasurer
                                                          (Principal Financial Officer)

Dated: November 6, 2006                                   /s/ CHRISTOPHER W. SHEAN
                                                          --------------------------------------------
                                                          Christopher W. Shean
                                                          Senior Vice President and Controller
                                                          (Principal Accounting Officer)
</Table>

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

           ATTRIBUTED FINANCIAL INFORMATION FOR TRACKING STOCK GROUPS

    On May 9, 2006, we completed a restructuring and recapitalization pursuant
to which we issued two new tracking stocks, one ("Liberty Interactive Stock")
intended to reflect the separate performance of our businesses engaged in video
and on-line commerce, including our subsidiaries, QVC, Inc., Provide Commerce,
Inc. and BuySeasons, Inc. and our interests in IAC/InterActiveCorp and Expedia,
Inc., the second ("Liberty Capital Stock") intended to reflect the separate
performance of all of our assets and businesses not attributed to the
Interactive Group. Each share of our existing Series A and Series B common stock
was exchanged for .25 of a share of the same series of Liberty Interactive Stock
and .05 of a share of the same series of Liberty Capital Stock.

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

<Table>
<Caption>
                                                               ATTRIBUTED (NOTE 1)
                                                              ----------------------
                                                              INTERACTIVE   CAPITAL    CONSOLIDATED
                                                                 GROUP       GROUP       LIBERTY
                                                              -----------   --------   ------------
                                                                       AMOUNTS IN MILLIONS
<S>                                                           <C>           <C>        <C>
Revenue:
  Net sales from electronic retailing.......................    $5,016          --         5,016
  Communications and programming services...................        --       1,177         1,177
                                                                ------       -----         -----
                                                                 5,016       1,177         6,193
                                                                ------       -----         -----
Operating costs and expenses:
  Cost of sales--electronic retailing services..............     3,117          --         3,117
  Operating.................................................       415         826         1,241
  Selling, general and administrative (including stock-based
    compensation of $37 million and $12 million for
    Interactive Group and Capital Group, respectively)
    (notes 5 and 6).........................................       406         238           644
  Depreciation and amortization.............................       367         135           502
                                                                ------       -----         -----
                                                                 4,305       1,199         5,504
                                                                ------       -----         -----
    Operating income (loss).................................       711         (22)          689
Other income (expense):
  Interest expense..........................................      (298)       (187)         (485)
  Dividend and interest income..............................        29         140           169
  Share of earnings of affiliates, net......................        29           3            32
  Realized and unrealized gains on financial instruments,
    net.....................................................        22          74            96
  Gains on dispositions of assets, net......................        --         352           352
  Nontemporary declines in fair value of investments........        --          (4)           (4)
  Other, net................................................        15          (2)           13
                                                                ------       -----         -----
                                                                  (203)        376           173
                                                                ------       -----         -----
    Earnings from continuing operations before income taxes
      and minority interests................................       508         354           862
Income tax expense (note 7).................................      (167)        (78)         (245)
Minority interests in losses (earnings) of subsidiaries.....       (26)         蝐�(nnnnn           Minority                                      and mino                and m    and m 
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      taxes........................................            1              2
    Deduct stock-based comp�sexomDsesD瀀  m


