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2005 2004

OPERATING ACTIVITIES
Net cash provided by operating activities $2,517 $2,633

FINANCING ACTIVITIES
Proceeds from borrowings 1,495 1,058
Retirements and repayments of debt (279) (1,617)
Repurchases of common stock and stock options (660) (511)
Issuances of common stock 59 38
Other, net 83 8

Net cash provided by (used in) financing activities 698 (1,024)

INVESTING ACTIVITIES
Capital expenditures (1,842) (1,732)
Proceeds from sales and restructuring of investments 317 51                              
Purchases of investments (305) (106)                          
Acquisitions, net of cash acquired (134)                        (336)                          
Additions to intangible and other noncurrent assets (305) (453)                          
Purchases of short-term investments, net (63) (15)                            
Proceeds from settlement of contract of acquired company -                          26                              

Net cash used in investing activities (2,332) (2,565)

 INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 883 (956)

CASH AND CASH EQUIVALENTS, beginning of period 452 1,550

CASH AND CASH EQUIVALENTS, end of period $1,335 $594

2005 2004
Operating Cash Flow $4,239 $3,685
Interest, Net (2) (826)                        (906)                          
Cash Paid for Income Taxes (427)                        (150)                          
Capital Expenditures (1,842)                     (1,732)
FREE CASH FLOW $1,144 $897

Changes in Working Capital and Other Items (3) (469)                        4                                

Net Cash Provided by (Used in) Operating Activities Less Capital Expenditures $675 $901

(2)  Includes interest expense net of interest income and excludes non-cash interest and subsidiary preferred dividends.

Calculation of Free Cash Flow (Unaudited) (1)

(1) Free Cash Flow is defined as Operating Cash Flow less net interest, cash paid for taxes, and capital expenditures. It is unaffected by fluctuations in working capital levels from period to period
and cash payments associated with intangible and other noncurrent assets. Cash payments for intangible and other noncurrent assets include long-term technology license agreements including
computer software, long term rights to service multi-dwelling properties and programming content for our cable networks. In 2005, cash payments for intangibles and other noncurrent assets of
$305 million included licenses and software intangibles of approximately $105 million, multiple dwelling unit contracts of approximately $67 million and acquisitions of additional ownership interests
in certain of our majority owned subsidiaries. In 2004, cash payments for intangible assets of $453 million included a long-term strategic license agreement with Gemstar of approximately $250
million, other licenses and software intangibles of $104 million and multiple dwelling unit contracts of $69 million. In 2005, cash payments for acquisitions and investments totaling $439 million
included MGM Inc., Liberate Technologies, and MetaTV. In 2004, cash payments for acquisitions primarily related to the acquisition of TechTV.

(3) Free Cash Flow excludes amounts necessary to reconcile Free Cash Flow to "Net Cash Provided by Operating Activities Less Capital Expenditures." In 2005, this amount includes $383
million in cash payments for liabilities incurred as part of the acquisition of AT&T Broadband, including $220 million in payments representing our share of the settlement payments related to
certain AT&T litigation. In 2004, this amount includes income tax refunds of $536 million offset by $199 million in cash payments for liabilities recorded as part of the acquisition of AT&T
Broadband.

(dollars in millions)
Six Months Ended

June 30,

TABLE 3
Condensed Consolidated Statement of Cash Flows (Unaudited)

(dollars in millions)

TABLE 4

Six Months Ended
June 30,
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Non-GAAP and Other Financial Measures

TABLE 7

Operating Cash Flow is the primary basis used to measure the operational strength and performance of our businesses. Free
Cash Flow is an additional performance measure used as an indicator of our ability to repay debt, make investments and return
capital to investors, principally through stock repurchases. We use Debt Excluding Exchangeables as a measure of debt that will
require cash from future operations or financings. We also adjust certain historical data on a pro forma basis following significant
acquisitions or dispositions to enhance comparability.  

Operating Cash Flow is defined as operating income before depreciation and amortization and impairment charges, if any, related
to fixed and intangible assets and gains or losses from the sale of assets, if any. As such, it eliminates the significant level of non-
cash depreciation and amortization expense that results from the capital intensive nature of our businesses and intangible assets
recognized in business combinations, and is unaffected by our capital structure or investment activities. Our management and
Board of Directors use this measure in evaluating our consolidated operating performance and the operating performance of all of
our operating segments. This metric is used to allocate resources and capital to our operating segments and is a significant
component of our annual incentive compensation programs. We believe that Operating Cash Flow is also useful to investors as it
is one of the bases for comparing our operating performance with other companies in our industries, although our measure of
Operating Cash Flow may not be directly comparable to similar measures used by other companies.  

As Operating Cash Flow is the measure of our segment profit or loss, we reconcile it to operating income, the most directly
comparable financial measure calculated and presented in accordance with Generally Accepted Accounting Principles (GAAP), in
the business segment footnote of our quarterly and annual financial statements. Therefore, we believe our measure of Operating
Cash Flow for our business segments is not a "non-GAAP financial measure" as contemplated by Regulation G adopted by the
Securities and Exchange Commission.  Consolidated Operating Cash Flow is a non-GAAP financial measure.

Free Cash Flow, which is a non-GAAP financial measure, is defined as Operating Cash Flow less net interest, cash paid for taxes,
and capital expenditures. As such, it is unaffected by fluctuations in working capital levels from period to period and cash
payments associated with intangible and other non-current assets which are detailed in our quarterly and annual reports on
Forms 10Q/K. We believe that Free Cash Flow is also useful to investors as it is one of the bases for comparing our operating
performance with other companies in our industries, although our measure of Free Cash Flow is accrual-based and may not be
comparable to similar measures used by other companies.

Debt Excluding Exchangeables, which is a non-GAAP financial measure, refers to the aggregate amount of our consolidated debt
and capital lease obligations less the amount of notes that are collateralized by securities that we own.  

Pro forma data is used by management to evaluate performance when significant acquisitions or dispositions occur. Historical
data reflects results of acquired businesses only after the acquisition dates while pro forma data enhances comparability of
financial information between periods by adjusting the data as if the acquisitions (or dispositions) occurred at the beginning of the
prior year. Our pro forma data is only adjusted for the timing of acquisitions and does not include adjustments for costs related to
integration activities, cost savings or synergies that have been or may be achieved by the combined businesses. We believe our
pro forma data is not a non-GAAP financial measure as contemplated by Regulation G.  

Operating Cash Flow and Free Cash Flow should not be considered as substitutes for operating income (loss), net income (loss),
net cash provided by operating activities or other measures of performance or liquidity reported in accordance with GAAP. Debt
Excluding Exchangeables should not be considered as a substitute for Total Debt. Additionally, in the opinion of management, our
pro forma data is not necessarily indicative of future results or what results would have been had the acquired businesses been
operated by us after the assumed earlier date.  

Following are quantitative reconciliations of Free Cash Flow, Debt Excluding Exchangeables, Consolidated Operating Cash Flow,
and, although not required by Regulation G, reconciliations of business segment Operating Cash Flow and pro forma data.
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