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A MERGER PROPOSAL —-- YOUR VOTE IS VERY IMPORTANT

Comcast and AT&T have agreed to combine Comcast and AT&T's broadband
business. As a result, AT&T shareholders will have shares of both AT&T and the
new corporation —-- AT&T Comcast. We are proposing the transaction because we
believe the combination of Comcast and AT&T Broadband will create the world's
premier broadband communications company. The new corporation will be named AT&T
Comcast Corporation and will be headquartered in Philadelphia.

When the transaction is completed,

— Comcast shareholders will receive one share of a corresponding class of

AT&T Comcast common stock in exchange for each Comcast share they own;
and

— AT&T shareholders will receive a number of shares of AT&T Comcast common

stock determined pursuant to a formula described in this joint proxy
statement/prospectus for each AT&T share they own. If the AT&T exchange
ratio were determined as of the date of this joint proxy
statement/prospectus, each AT&T shareholder would receive approximately

of a share of AT&T Comcast common stock for each of their AT&T
shares. AT&T shareholders will also continue to hold their shares of AT&T
common stock.

Upon completion of the transaction,

— AT&T shareholders will own [ 1% of AT&T Comcast's economic interest
and, depending upon which of two alternative capital structures described
in this joint proxy statement/prospectus is implemented, either [ 1%
or [ 1% of AT&T Comcast's voting power.

— Comcast shareholders will own [ 1% of AT&T Comcast's economic

interest and, depending upon which of two alternative capital structures
described in this joint proxy statement/prospectus is implemented, either
[ 1% or [ 1% of AT&T Comcast's voting power.

- Sural LLC, which is controlled by Brian L. Roberts, President of Comcast,
and today holds approximately 86.7% of Comcast's voting power, will hold
approximately [ 1% of AT&T Comcast's voting power upon completion of
the transaction.

THE BOARDS OF DIRECTORS OF BOTH COMCAST AND AT&T HAVE UNANIMOUSLY APPROVED

THE TRANSACTION AND RECOMMEND THAT THEIR RESPECTIVE SHAREHOLDERS VOTE FOR THE
PROPOSAL TO APPROVE AND ADOPT THE MERGER AGREEMENT AND THE TRANSACTIONS
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CONTEMPLATED BY THE MERGER AGREEMENT. SURAL LLC HAS AGREED TO VOTE IN FAVOR OF
THE TRANSACTION THEREBY ASSURING APPROVAL OF THE TRANSACTION BY THE COMCAST
SHAREHOLDERS.

In addition to the merger proposal, holders of Comcast common stock are
also being asked to consider a proposal that is referred to in this joint proxy
statement/prospectus as the preferred structure proposal. The outcome of the
vote on this proposal will determine which of the two alternative capital
structures described in this joint proxy statement/prospectus is implemented
upon completion of the transaction.

THE COMCAST BOARD OF DIRECTORS RECOMMENDS THAT THE COMCAST SHAREHOLDERS
VOTE FOR THE PREFERRED STRUCTURE PROPOSAL.

In addition to the merger proposal, the election of directors and other
matters to be considered at the AT&T annual meeting, AT&T shareholders are also
being asked to consider a proposal to create a tracking stock that is intended
to reflect the financial performance and economic value of the AT&T Consumer
Services business and related benefit plan proposals.

If AT&T shareholders approve the proposal to create an AT&T Consumer
Services Group tracking stock, AT&T plans to distribute some or all of the
shares of AT&T Consumer Services Group tracking stock to its common shareholders
as a dividend later this year. AT&T could, however, decide not to proceed with
the proposal, or could proceed at a time or in a manner different from its
current intentions.

THE AT&T BOARD OF DIRECTORS RECOMMENDS THAT THE AT&T SHAREHOLDERS VOTE FOR
THE PROPOSAL TO CREATE AN AT&T CONSUMER SERVICES GROUP TRACKING STOCK.

Information about all the proposals is contained in this joint proxy
statement/prospectus. We urge you to read this joint proxy statement/prospectus,
including the section describing risk factors that begins on page [I-29].

Brian L. Roberts C. Michael Armstrong
President Chairman and Chief Executive Of
Comcast Corporation AT&T Corp.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THE SECURITIES TO BE ISSUED IN
CONNECTION WITH THE TRANSACTION OR DETERMINED IF THIS JOINT PROXY
STATEMENT/PROSPECTUS IS ACCURATE OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY
IS A CRIMINAL OFFENSE.

This joint proxy statement/prospectus is dated [ 1, 2002, and is
first being mailed to shareholders of Comcast and AT&T on or about [ 1,
2002.

COMCAST CORPORATION
1500 MARKET STREET
PHILADELPHIA, PENNSYLVANIA 19102-2148

NOTICE OF SPECIAL MEETING OF COMCAST SHAREHOLDERS
TO BE HELD ON , 2002
A special meeting of shareholders of Comcast Corporation will be held on
, , 2002 at a.m. local time at [OUR OFFICES, 1500
MARKET STREET, WEST TOWER, 9TH FLOOR, PHILADELPHIA, PENNSYLVANIA], for the
following purposes:

- to approve and adopt the merger agreement among Comcast Corporation, AT&T
Corp. and the other parties thereto, whereby our company and a newly
formed corporation containing AT&T's broadband business will each merge
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with separate wholly owned subsidiaries of a newly formed corporation
called AT&T Comcast Corporation, and the transactions contemplated by the
merger agreement,

- to approve and adopt an amendment to our articles of incorporation to
permit the above-described transaction to be completed on the terms and
conditions described as the "preferred structure" in the accompanying
joint proxy statement/prospectus, and

- to transact such other business as may properly come before the meeting
or any adjournment or postponement thereof.

We describe these items of business more fully in the accompanying joint
proxy statement/prospectus.

The close of business on , 2002 has been fixed as the record date
for the meeting. All shareholders of record at that time are entitled to notice
of, and all holders of our Class A common stock and Class B common stock are
entitled to vote at, the meeting and any adjournment or postponement thereof.

Approval and adoption of the merger agreement requires approval by a
majority of all votes cast by holders of our Class A common stock and Class B
common stock, voting together as a single class. Approval and adoption of the
amendment to the articles of incorporation requires approval by a majority of
all votes cast by the holders of our Class A common stock and Class B common
stock, voting together as a single class, and by a majority of all votes cast by
holders of our Class A common stock, voting as a single class. Sural LLC, which
owns shares of our common stock entitled to cast approximately 86.7% of the
votes on matters submitted for the approval of the holders of the Class A common
stock and Class B common stock, voting together as a single class, has entered
into an agreement pursuant to which it is obligated to vote in favor of, or
otherwise indicated that it will vote in favor of, such matters. Consequently,
the approval and adoption of the merger agreement is assured. Also, the approval
and adoption of the amendment to our articles of incorporation by the holders of
our Class A common stock and Class B common stock, voting together as a single
class, 1s assured, but remains subject to approval by the holders of our Class A
common stock, voting as a single class.

Because holders of our Class A Special common stock are not generally
entitled to vote and no resolution is proposed for the meeting for which a vote
of the Class A Special common stock is required by law, holders of Class A
Special common stock are not entitled to vote at the meeting. The enclosed joint
proxy statement/prospectus is being sent to holders of Class A Special common
stock for informational purposes only.

In the event that the meeting is adjourned for fifteen days or more due to
the absence of a quorum, those shareholders entitled to vote who attend the
adjourned meeting, although otherwise less than a quorum, will constitute a
quorum for the purpose of acting upon any matter set forth in this notice.

All shareholders are cordially invited to attend the meeting. Our board of
directors urges you to vote by telephone or via the Internet, or to date, sign
and return promptly the enclosed proxy, with respect to your shares of Class A
common stock. The proxies are solicited by our board of directors. The return of
the proxy will not affect your right to vote in person if you do attend the
meeting.

STANLEY WANG
Secretary

, 2002
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SUMMARY AND OVERVIEW OF THE TRANSACTIONS
QUESTIONS AND ANSWERS ABOUT THE TRANSACTIONS

When and where will the meetings of shareholders take place?

The Comcast special meeting will take place on [ ], 2002 in
Philadelphia, Pennsylvania. The AT&T annual meeting will take place on
[ 1, 2002 in [ ]. The address of your meeting is

specified in the notice for your meeting.

What proposals am I being asked to vote upon and what vote is required to
approve each proposal?

If you are a Comcast shareholder, you are being asked to vote upon the
following proposals:

- Approval and adoption of the merger agreement and the transactions
contemplated by the merger agreement. This proposal, which is referred to
in this document as the "Comcast transaction proposal," requires the
affirmative vote of a majority of the votes cast by holders of shares of
Comcast Class A common stock and Comcast Class B common stock, voting
together as a single class. Each holder of Comcast Class B common stock is
entitled to 15 votes per share, and each holder of Comcast Class A common
stock is entitled to one vote per share. Approval of this proposal is
assured because Sural LLC, which holds approximately 86.7% of the combined
voting power of the Comcast stock, has agreed to vote its shares in favor
of the AT&T Comcast transaction. Any shares of Comcast Class A common
stock not voted (whether by abstention, broker non-vote or otherwise) have
no impact on the vote.

— Approval and adoption of an amendment to the Comcast charter to allow the
implementation of the Preferred Structure. This proposal, which is
referred to in this document as the "preferred structure proposal,"
requires the affirmative vote of a majority of the votes cast by holders
of shares of Comcast Class A common stock, voting as a single class, and
holders of shares of Comcast Class A common stock and Comcast Class B
common stock, voting together as a single class. Each holder of Comcast
Class B common stock is entitled to 15 votes per share, and each holder of
Comcast Class A common stock is entitled to one vote per share. If holders
of Comcast Class A common stock, voting as a single class, approve this
proposal, implementation of the AT&T Comcast capital structure referred to
in this document as the "Preferred Structure" will be assured because
Sural LLC has indicated that it will vote in favor of the proposal,
thereby assuring approval by holders of Comcast Class A common stock and
Comcast Class B common stock, voting together as a single class. Any
shares of Comcast Class A common stock not voted (whether by abstention,
broker non-vote or otherwise) have no impact on the vote.

— Shareholder proposals. Approval of any shareholder proposal requires the
affirmative vote of a majority of the votes cast by holders of shares of
Comcast Class A common stock and Comcast Class B common stock, voting
together as a single class. Each holder of Comcast Class B common stock is
entitled to 15 votes per share, and each holder of Comcast Class A common
stock is entitled to one vote per share. Any shares of Comcast Class A
common stock not voted (whether by abstention, broker non-vote or
otherwise) have no impact on the vote. As of the date of this document,
Comcast is not aware of any shareholder proposal to be voted on at the
Comcast special meeting.

If you are an AT&T shareholder, you are being asked to vote upon the
following proposals:
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— Approval and adoption of the merger agreement and the transactions
contemplated by the merger agreement, including the AT&T Broadband
spin-off. This proposal, which is referred to in this document as the
"AT&T transaction proposal," requires the affirmative vote of a

I-1

majority of outstanding shares of AT&T common stock. Any shares of AT&T
common stock not voted (whether by abstention, broker non-vote or
otherwise) have the effect of a vote against the AT&T transaction
proposal.

— Approval and adoption of an amendment to AT&T's charter to authorize the
creation of AT&T Consumer Services Group tracking stock. This proposal,
which is referred to in this document as the "Consumer Services charter
amendment proposal," requires the affirmative vote of a majority of
outstanding shares of AT&T common stock. Any shares of AT&T common stock
not voted (whether by abstention, broker non-vote or otherwise) have the
effect of a vote against the Consumer Services charter amendment proposal.

— Approval of a new incentive plan to enable AT&T to grant incentive awards
based on shares of AT&T Consumer Services Group tracking stock. This
proposal, which is referred to in this document as the "incentive plan
proposal, " requires the affirmative vote of a majority of the votes cast
by holders of AT&T common stock. Any shares of AT&T common stock not voted
(whether by abstention, broker non-vote or otherwise) have no impact on
the vote.

- Approval of an amendment to AT&T's employee stock purchase plan to permit
the issuance of AT&T Consumer Services Group tracking stock under the
plan. This proposal, which is referred to in this document as the
"employee stock purchase plan proposal," requires the affirmative vote of
a majority of the votes cast by holders of AT&T common stock. Any shares
of AT&T common stock not voted (whether by abstention, broker non-vote or
otherwise) have no impact on the vote.

- Election of directors. The nominees who receive the most votes of
holders of AT&T common stock will be elected. Any shares of AT&T common
stock not voted (whether by abstention or otherwise) have no impact on the
vote. If you are an AT&T shareholder and you do not wish your shares to be
voted for a particular nominee, you may identify the exceptions in the
designated space provided on the proxy card or, if you are voting by
telephone or the Internet, follow the system instructions.

- Ratification of independent auditors. This proposal requires the
affirmative vote of a majority of the votes cast by holders of AT&T common
stock. Any shares of AT&T common stock not voted (whether by abstention or
otherwise) have no impact on the vote. If the shareholders do not ratify
this amendment, other independent auditors will be considered by the AT&T
Board upon recommendation of the AT&T Audit Committee.

— Shareholder proposals. Approval of any shareholder proposal requires the
affirmative vote of a majority of the votes cast by holders of AT&T common
stock. Any shares of AT&T common stock not voted (whether by abstention or
otherwise) have no impact on the vote.

What if I return my proxy but do not mark it to show how I am voting?

If your proxy card is signed and returned without specifying your choices,
the shares will be voted as recommended by your board of directors.
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What do I need to do now?

After carefully reading and considering the information contained in this
document, please respond by completing, signing and dating your proxy card
or voting instructions and returning it in the enclosed postage paid
envelope, or, i1f available, by submitting your proxy or voting instructions
by telephone or through the Internet, as soon as possible so that your
shares may be represented at your meeting.

Registered shareholders and most beneficial holders that hold shares through
a bank or broker may vote by telephone or via the Internet. If one of the
options of voting by telephone or via the Internet is available to you, we
strongly encourage you to use it because it is faster and less costly.

Registered shareholders of Comcast can vote by telephone by calling
1-800-[ ] or via the Internet at http://I[ 1.

I-2

Registered shareholders of AT&T can vote by telephone by calling
1-800-273-1174 or via the Internet at http://att.proxyvoting.com. If you are
a beneficial holder of Comcast common stock or AT&T common stock that holds
shares through a bank or broker, you will receive separate voting
instructions on the form you receive from the bank or broker.

If I am a holder of Comcast Class A Special common stock, do I have the
right to vote on the AT&T Comcast transaction?

No. Except as required by applicable law, holders of Comcast Class A Special
common stock do not have any voting rights. As required by applicable law,
Comcast has forwarded this document to you to notify you of the AT&T Comcast
transaction.

Can I change my vote after I have delivered my proxy?

Yes. You can change your vote at any time before your proxy is voted at your
meeting. You can do this in one of three ways.

- First, you can revoke your proxy.

- Second, you can submit a new proxy with a later date. If you choose either
of these two methods, you must submit your notice of revocation or your
new proxy to the secretary of Comcast or AT&T, as appropriate, before your
meeting. If your shares are held in an account at a brokerage firm or
bank, you should contact your brokerage firm or bank to change your vote.

- Third, you can attend your meeting and vote in person.

You may change your vote by submitting a new vote by telephone or via the
Internet regardless of whether you submitted your earlier proxy by mail,
telephone or via the Internet.

If my shares are held in an account in a brokerage firm or bank, will my
broker vote my shares for me?

If you are a Comcast shareholder and you do not provide your broker with
instructions on how to vote your brokerage account shares, your broker will
not be permitted to vote them. You should therefore be sure to provide your
broker with instructions on how to vote your shares.

10
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If you are an AT&T shareholder and you do not provide your broker with
instructions on how to vote your shares with respect to a specific proposal,
your broker will not be permitted to vote them with respect to the AT&T
transaction proposal, the Consumer Services charter amendment proposal, the
incentive plan proposal or the employee stock purchase plan proposal but
will be permitted to vote them with respect to the election of directors,
the ratification of auditors and other matters that may come before the AT&T
annual meeting.

If you are an AT&T shareholder and you do not give voting instructions to
your broker, you will, in effect, be voting against the AT&T transaction
proposal and the Consumer Services charter amendment proposal.

PLEASE CHECK THE VOTING FORM USED BY YOUR BROKER TO SEE IF IT OFFERS
TELEPHONE OR INTERNET VOTING.

Will I receive dividends on my AT&T Comcast shares?
AT&T Comcast does not currently intend to pay dividends on its common stock.
Should I send in my stock certificates now?

No. If you are a Comcast shareholder, after the AT&T Comcast transaction is
completed you will receive written instructions from the exchange agent on
how to exchange your Comcast stock certificates for AT&T Comcast stock
certificates.

If you are an AT&T shareholder, after the AT&T Comcast transaction is
completed you will not need to exchange any stock certificates in order to
receive your AT&T Comcast shares. In addition, you will continue to hold
your AT&T shares in their current electronic or certificate form, which
after the AT&T Comcast transaction will represent an interest in AT&T's
communications businesses.

PLEASE DO NOT SEND IN YOUR STOCK CERTIFICATES WITH YOUR PROXY.

I-3

When do you expect to complete the AT&T Comcast transaction?
We expect to complete the AT&T Comcast transaction by the end of 2002.

Is approval of the Consumer Services charter amendment proposal linked to
the AT&T Comcast transaction?

No. The AT&T Comcast transaction is completely separate from the Consumer
Services charter amendment proposal. Approval of one is not a prerequisite
or a condition to the other.

Who can help answer my questions?

If you have any questions about the AT&T Comcast transaction or how to
submit your proxy, or if you need additional copies of this document, the
enclosed proxy card or voting instructions, you should contact:

- 1f you are a Comcast shareholder:

Comcast Corporation

Investor Relations

1500 Market Street

Philadelphia, Pennsylvania 19102-2148
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Telephone: 1-800- -
e-mail:

- 1f you are an AT&T shareholder:

AT&T Corp.
Proxy Information Center

Telephone: 1-800- -
e-mail:

QUESTIONS AND ANSWERS ABOUT
AT&T CONSUMER SERVICES GROUP TRACKING STOCK

What is the purpose of AT&T Consumer Services Group tracking stock?

Approval and issuance of AT&T Consumer Services Group tracking stock will
allow AT&T to offer two separate investment vehicles within AT&T —-- existing
AT&T common stock plus a new tracking stock intended to track the
performance of AT&T's Consumer Services business.

What is a tracking stock and how does it work?

A tracking stock is a separate class or series of a company's common stock
that is intended to reflect the financial performance and economic value of
a group of assets or a specific business unit, division, subsidiary or
equity investment of the company. You should note that:

— Holders of a tracking stock of AT&T are shareholders of AT&T and not of
the underlying business or subsidiary. Thus, holders of AT&T Consumer
Services Group tracking stock will have no direct interest in the assets,
subsidiaries or businesses whose performance AT&T Consumer Services Group
tracking stock is intended to reflect.

— AT&T intends the terms of its tracking stock to link the economic value
of the tracking stock to the performance of the tracked business rather
than to the performance of AT&T as a whole. However, there may not always
be a linkage between the market value of tracking stock and the financial
performance and economic value of the tracked business.

— The market value of tracking stock may be adversely affected not only by
factors that adversely affect the tracked business, but also by factors
that adversely affect AT&T generally.

Will AT&T Consumer Services Group tracking stock be intended to reflect 100%
of the value and performance of AT&T's Consumer Services business?

AT&T currently intends to distribute all of the AT&T Consumer Services Group
tracking stock. However, if AT&T determines to distribute less than all
these shares, AT&T intends the remaining portion of the value and
performance of AT&T Consumer Services Group to be reflected in AT&T common
stock. We refer to the portion that AT&T intends to reflect in AT&T common
stock as AT&T's "retained portion" of the value of AT&T Consumer Services
Group.

If I continue to hold all my shares of AT&T common stock, what will I

12



Edgar Filing: COMCAST CORP - Form PREM14A

receive as a result of all the transactions?

If you continue to hold your shares of AT&T common stock and shares of AT&T
securities that you receive as dividends on your AT&T common stock, and AT&T
completes the AT&T Comcast transaction and the distribution of AT&T Consumer
Services Group tracking stock as it plans, you will end up with shares of:

— Common stock of AT&T Corp. These will be your existing shares of AT&T
common stock.

- AT&T Consumer Services Group tracking stock of AT&T Corp. You will
receive shares of AT&T Consumer Services Group tracking stock as a
dividend on your existing shares of AT&T common stock.

— Common stock of AT&T Comcast Corporation. As part of the AT&T Comcast
transaction, AT&T will declare a dividend on shares of AT&T common stock,
New York Stock Exchange, or NYSE, symbol "T," in the form of shares of
AT&T Broadband Corp. common stock. Since AT&T Broadband Corp. immediately
will be merged with a subsidiary of AT&T Comcast, in the AT&T Comcast
transaction, you will not actually receive these shares but instead you
will receive shares of AT&T Comcast common stock.

I-5

You will not receive a dividend of shares of AT&T Broadband Corp. common
stock on shares of AT&T Consumer Services Group tracking stock.

Why is AT&T proposing a tracking stock rather than splitting off AT&T's
Consumer Services business into a separate company?

AT&T is proposing a tracking stock to allow AT&T to offer a more specific,
targeted investment vehicle for investors while at the same time maintaining
the benefits of keeping both AT&T's Business Services business and AT&T's
Consumer Services businesses together in a larger, integrated company.
Following the issuance of AT&T Consumer Services Group tracking stock, if
the AT&T Comcast transaction is completed, AT&T common stock will
effectively act as tracking stock for AT&T Business Services Group plus any
retained portion of the AT&T Consumer Services Group.

Will AT&T issue fractional shares of AT&T Consumer Services Group tracking
stock?

No. AT&T expects that it will issue cash in lieu of any fractional shares of
AT&T Consumer Services Group tracking stock, including with respect to
shares held in AT&T's Dividend Reinvestment Plan.

Is approval or completion of any AT&T proposal a condition to any of the
other AT&T proposals?

You may vote on each AT&T proposal separately, and AT&T may implement any
AT&T proposal that receives AT&T shareholder approval, whether or not it
receives approval for or implements any other AT&T proposal. However, AT&T
will not implement the Incentive Plan proposal or the Employee Stock
Purchase Plan proposal if AT&T Consumer Services Group tracking stock is not
issued.

If AT&T shareholders approve all the AT&T proposals, will AT&T definitely
implement them all?

No. There are a number of conditions to the AT&T Comcast transaction other
than AT&T shareholder approval, including regulatory approvals. Similarly,
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there are a number of factors that could cause the AT&T Board to decide not
to proceed with the distribution of AT&T Consumer Services Group tracking
stock as well, such as future market conditions, financial performance or
superior alternatives that may arise. Other events or circumstances,
including litigation, could occur that affect the timing or terms of the
proposed transactions or AT&T's ability to complete the proposed
transactions.

The Consumer Services charter amendment proposal gives the AT&T Board the
authority to amend AT&T's charter to create AT&T Consumer Services Group
tracking stock. The proposed Consumer Services charter amendment, however,
does not mandate that the AT&T Board use this power or specify the manner in
which AT&T may issue AT&T Consumer Services Group tracking stock. Rather,
AT&T Consumer Services Group tracking stock will be a new class of AT&T
common stock that the AT&T Board may issue from time to time as it
determines appropriate, up to the total number of authorized shares and
subject to stock exchange rules with respect to shareholder approval of
share issuances.

AT&T does not plan to seek new shareholder approval for any change that the
AT&T Board may approve in the timing or manner of issuing AT&T Consumer
Services Group tracking stock.

SUMMARY

This summary highlights selected information from this document and may not
contain all of the information that is important to you. To better understand
the AT&T Comcast transaction, you should read this entire document carefully, as
well as those additional documents to which we refer you. See "Additional
Information for Shareholders —-- Where You Can Find More Information."

THE COMPANIES

COMCAST CORPORATION

1500 Market Street

Philadelphia, Pennsylvania 19102-2148
(215) 665-1700
http://www.comcast.com

Comcast is a Pennsylvania corporation incorporated in 1969. Comcast is
involved in three principal lines of business:

— Cable —-- through the development, management and operation of broadband
communications networks,

— Commerce —-- through QVC, its electronic retailing subsidiary, and

- Content —-- through its consolidated subsidiaries Comcast Spectacor,
Comcast SportsNet, Comcast SportsNet Mid-Atlantic, Comcast Sports
Southeast, E! Entertainment Television, The Golf Channel and Outdoor Life
Network, and through its other programming investments.

Comcast currently is the third largest cable operator in the United States,
and has deployed digital cable applications and high-speed Internet service to
the vast majority of its cable communications systems to expand the products
available on its broadband communications networks.

Comcast's consolidated cable operations served approximately 8.5 million
subscribers and passed approximately 13.9 million homes as of December 31, 2001.
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Through QVC, Comcast markets a wide variety of products directly to
consumers, primarily on merchandise-focused television programs. As of December
31, 2001, QVC was available, on a full and part-time basis, to approximately
82.1 million homes in the United States, approximately 9.5 million homes in the
United Kingdom, approximately 23.6 million homes in Germany and approximately
3.6 million homes in Japan.

AT&T CORP.

32 Avenue of the Americas
New York, New York 10013-2412
(212) 387-5400
http://www.att.com

AT&T is a New York corporation incorporated in 1885. AT&T currently
consists primarily of AT&T Broadband Group, AT&T Consumer Services Group and
AT&T Business Services Group. These AT&T groups are not separate companies, but,
rather, are parts of AT&T. The transactions proposed in this document would:

— separate and spin off AT&T Broadband into a separate company that
immediately would be merged into and become a part of AT&T Comcast, and

- establish a tracking stock for the AT&T Consumer Services Group.
AT&T BROADBAND GROUP
AT&T Broadband Group is one of the nation's largest broadband
communications businesses, providing cable television, high-speed cable Internet
services and communications services over one of the most extensive broadband
networks in the country. At or for the nine months ended September 30, 2001,

AT&T Broadband Group:

- owned and operated cable systems aggregating approximately 13.75 million
analog video subscribers;

- had approximately $7.8 billion in combined revenue;

- had approximately $2.8 billion in net loss;

- had debt of approximately $23.3 billion; and

- had investments in companies, joint ventures and partnerships, including

Time Warner Entertainment Company, L.P., Insight Midwest, L.P. and Texas
Cable Partners, L.P.

AT&T CONSUMER SERVICES GROUP

AT&T Consumer Services Group 1s the leading provider of domestic and
international long distance service to residential consumers in the United
States. AT&T Consumer Services Group provides a broad range of communications
services to consumers, including:

inbound and outbound domestic and international long distance;

- transaction-based long distance services, such as operator-assisted
calling services and prepaid phone cards;

— local calling offers through an unbundled network elements platform; and

— dial-up Internet service through AT&T WorldNet Service.
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AT&T Consumer Services Group provides these services individually and in
combination with other services. At or for the nine months ended September 30,
2001, the AT&T Consumer Services Group had:

- approximately 60 million customer relationships;
- approximately $11.6 billion in combined revenue;
- approximately $2.2 billion in combined net income; and
- debt of approximately $1.5 billion.
AT&T BUSINESS SERVICES GROUP

AT&T Business Services Group 1s one of the nation's largest business
services communications providers, providing a variety of global communications
services to over 4 million customers, including large domestic and multinational
businesses, small- and medium-sized businesses, and government agencies. AT&T
Business Services Group operates one of the largest telecommunications networks
in the United States and, through AT&T Global Network Services and other
investments and affiliates, provides an array of services and customized
solutions in 60 countries and 850 cities worldwide.

AT&T Business Services Group provides a broad range of communications
services and customized solutions, including:

- long distance, international and toll-free voice services;

— local services, including private line, local data and special access
services;

- data and internet protocol, or IP, services, including frame relay and
asynchronous transfer mode, or ATM;

— managed networking services and outsourcing solutions; and
- wholesale transport services.

AT&T Business Services Group also includes a number of joint ventures and
investments, including AT&T Latin America Corp. and AT&T Canada Inc.

The table below sets forth the approximate percentage of consolidated
revenue, net income, assets and indebtedness of AT&T, giving effect to the
split-offs of the AT&T Wireless Group and the Liberty Media Group, that were
attributable to each of AT&T Broadband Group, AT&T Consumer Services Group and
AT&T excluding AT&T Broadband Group at or for the year ended December 31, 2000
and at or for the nine months ended September 30, 2001. In the future, these
percentages will vary with the relative performance of the different AT&T
groups. In addition, the actual debt levels of each of the AT&T groups in the
future will depend on a variety of other factors, including the progress AT&T
makes on its various debt reduction activities. The table also should be read in
the context of the financial and other information set forth in this document.
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% OF % OF NET % OF % OF % OF
AT&T AT&T AT&T AT&T AT&T
REVENUE INCOME * ASSETS** DEBT REVENUE
AT&T Broadband Group........... 15.2% (129.9)% 56.7% 43.8% 19.4%
AT&T Consumer Services Group... 34.0% 99.5% 1.7% 6.2% 29.1%
AT&T Corp. (excluding AT&T
Broadband Group) ***.......... 85.0% 193.9% 26.7% 56.2% 81.1%

* Based on net income/ (loss) from continuing operations before cumulative
effect of accounting change.

** Based on assets from continuing operations.

***% Tncludes AT&T Business Services Group and AT&T Consumer Services Group and
excludes Liberty Media Group and AT&T Wireless Services Group.

AT&T COMCAST CORPORATION

1500 Market Street

Philadelphia, Pennsylvania 19102-2148
(215) 665-1700

AT&T Comcast is a newly formed Pennsylvania corporation that has not, to
date, conducted any activities other than those incident to its formation, the
matters contemplated by the merger agreement and the preparation of this
document. Upon completion of the AT&T Comcast transaction, Comcast and AT&T
Broadband will each become a wholly owned subsidiary of AT&T Comcast. The
business of AT&T Comcast will be the combined businesses currently conducted by
Comcast and the AT&T Broadband Group.

FORWARD-LOOKING STATEMENTS MAY PROVE INACCURATE (SEE PAGE [XIV-17])

This document contains forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995. In some cases, you can
identify those so-called "forward-looking statements" by words such as "may,"
"will," "should," "expects," "plans," "anticipates," "believes," "estimates,"
"predicts," "potential," or "continue," or the negative of those words and other
comparable words. Comcast, AT&T and AT&T Comcast wish to take advantage of the
"safe harbor" provided for by the Private Securities Litigation Reform Act of
1995 and you are cautioned that actual events or results may differ materially
from the expectations expressed in such forward-looking statements as a result
of various factors, including those described on page [XIV-17], including risks
and uncertainties, many of which are beyond our control.

THE AT&T COMCAST TRANSACTION
REASONS FOR THE AT&T COMCAST TRANSACTION (SEE PAGE [II-8])

Comcast and AT&T believe that the combined strengths of Comcast and AT&T's
broadband business will enable them to create the world's premier broadband
communications company. The transaction will combine the companies' extensive
broadband communications networks, technologically advanced broadband delivery
systems and managerial expertise to build a business that Comcast and AT&T
expect will create substantial long-term value for the shareholders of both
companies. Comcast and AT&T believe that AT&T Comcast will grow the broadband
business with more efficiency to create stronger operating and financial results
than either company could achieve on its own.

OF NE
AT&T

LOSS*
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RECOMMENDATIONS OF THE BOARDS OF DIRECTORS (SEE PAGE [II-8])

To Comcast Shareholders: The Comcast Board believes that the AT&T Comcast
transaction, including the Comcast merger (as described below in this summary
under "The Structure of the AT&T Comcast Transaction"), 1is fair to you and in
your best interest, and unanimously voted to approve the merger agreement and
the transactions contemplated by the merger agreement, and unanimously
recommends that you vote FOR the approval and
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adoption of the merger agreement and the transactions contemplated by the merger
agreement.

The Comcast Board believes that the preferred structure proposal (as
described below in this summary under "Preferred Structure Proposal") is in your
best interest and unanimously recommends that you vote FOR the preferred
structure proposal.

To AT&T Shareholders: The AT&T Board believes that the AT&T Comcast
transaction, including the separation, the AT&T Broadband spin-off and the AT&T
Broadband merger (in each case, as described below in this summary under "The
Structure of the AT&T Comcast Transaction"), is fair to you and in your best
interest and unanimously voted to approve the merger agreement and the
transactions contemplated by the merger agreement and unanimously recommends
that you vote FOR the approval and adoption of the merger agreement and the
transactions contemplated by the merger agreement.

OPINIONS OF FINANCIAL ADVISORS (SEE PAGE [IV-1])

Opinions of Comcast's Financial Advisors. In deciding to approve the
transaction, the Comcast Board considered opinions of three of its financial
advisors, Morgan Stanley & Co. Incorporated, J.P. Morgan Securities Inc. and
Merrill Lynch, Pierce, Fenner & Smith, Incorporated, each dated December 19,
2001, to the effect that as of that date, the conversion ratios in the Comcast
merger applicable to the holders of Comcast common stock, in the aggregate, were
fair, from a financial point of view, to the Comcast shareholders, taken
together. The full text of these opinions are attached as Annexes G, H and I to
this document. Comcast urges its shareholders to read each of these opinions in
its entirety for a description of the procedures followed, assumptions made,
matters considered and limitations on the review undertaken. THESE OPINIONS ARE
ADDRESSED TO THE COMCAST BOARD AND DO NOT CONSTITUTE A RECOMMENDATION TO ANY
SHAREHOLDER AS TO ANY MATTER RELATING TO THE MERGERS OR ANY RELATED
TRANSACTIONS.

Opinions of AT&T's Financial Advisors. In connection with the proposed
mergers, AT&T's financial advisors, Credit Suisse First Boston Corporation and
Goldman, Sachs & Co., each has delivered a written opinion to the AT&T Board as
to the fairness as of the date of the opinion, from a financial point of view,
of the AT&T Broadband exchange ratio provided for in the AT&T Broadband merger
to the holders of AT&T Broadband common stock immediately prior to the mergers,
other than Comcast and its affiliates. The full text of the separate written
opinions of Credit Suisse First Boston Corporation and Goldman, Sachs & Co.,
each dated December 19, 2001, are attached to this document as Annexes J and K,
respectively. AT&T urges its shareholders to read each opinion carefully in its
entirety for a description of the procedures followed, assumptions made, matters
considered and limitations on the review undertaken. THESE OPINIONS ARE
ADDRESSED TO THE AT&T BOARD AND DO NOT CONSTITUTE A RECOMMENDATION TO ANY
SHAREHOLDER AS TO ANY MATTER RELATING TO THE MERGERS OR ANY RELATED
TRANSACTIONS.
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THE STRUCTURE OF THE AT&T COMCAST TRANSACTION

The AT&T Comcast transaction will occur in several steps and will be
subject to the satisfaction or (to the extent permissible) waiver of the
conditions specified below in this summary under "Conditions to the Completion
of the AT&T Comcast Transaction." It is expected that all of these steps will
occur on the closing date for the mergers. With the consent of Comcast, which
will not be unreasonably withheld, AT&T may effect the separation and spin-off
described below prior to the closing date for the mergers.

THE SEPARATION

AT&T will assign and transfer to AT&T Broadband, a newly formed holding
company for AT&T's broadband business, all of the assets of AT&T's broadband
business (as reflected in the AT&T Broadband Group balance sheet dated as of
December 31, 2000 or as otherwise specified in the separation and distribution
agreement between AT&T and AT&T Broadband) that are not at such time assets of
AT&T Broadband or an AT&T Broadband subsidiary.

At the same time, AT&T Broadband will assume all of the liabilities of
AT&T's broadband business (as reflected in the AT&T Broadband Group balance
sheet dated as of December 31, 2000 or as otherwise specified in the separation
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and distribution agreement between AT&T and AT&T Broadband) that are not at such
time liabilities of AT&T Broadband or an AT&T Broadband subsidiary.

THE SPIN-OFF

Following the separation, AT&T will spin off AT&T Broadband to its
shareholders by distributing one share of AT&T Broadband common stock to each
holder of record of a share of AT&T common stock as of the close of business on
the record date for the AT&T Broadband spin-off, which we refer to as the "AT&T
Broadband spin-off."

THE MERGERS

Immediately following the AT&T Broadband spin-off, AT&T Broadband will
merge with AT&T Broadband Acquisition Corp., a newly formed, wholly owned
subsidiary of AT&T Comcast, with AT&T Broadband continuing as the surviving
corporation.

In the AT&T Broadband merger, AT&T Broadband shareholders will receive the
merger consideration described below in this summary under "What AT&T Broadband
Shareholders Will Receive in the AT&T Broadband Merger."

At approximately the same time as the AT&T Broadband merger, Comcast will
merge with Comcast Acquisition Corp., a newly formed, wholly owned subsidiary of
AT&T Comcast, with Comcast continuing as the surviving corporation.

In the Comcast merger, Comcast shareholders will receive the merger
consideration described below in this summary under "What Comcast Shareholders
Will Receive in the Comcast Merger."

AT&T COMCAST

After the mergers, Comcast and AT&T Broadband will each be a wholly owned
subsidiary of AT&T Comcast and the former shareholders of Comcast and AT&T
Broadband will be shareholders of AT&T Comcast. After completion of the AT&T
Comcast transaction, AT&T Comcast will have one of the two capital structures
described below in this summary under "Capital Structures."
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CAPITAL STRUCTURES (SEE PAGE [V-1])

AT&T Comcast will have one of two capital structures upon completion of the
AT&T Comcast transaction: one that is referred to in this document as the
"Preferred Structure" that will be implemented if holders of Comcast Class A
common stock, voting as a single class, and holders of Comcast Class A common
stock and Comcast Class B common stock, voting together as a single class,
approve the preferred structure proposal described below in this summary under
"Preferred Structure Proposal" or another that is referred to in this document
as the "Alternative Structure" that will be implemented if they do not.

PREFERRED STRUCTURE

If holders of Comcast Class A common stock, voting as a single class, and
holders of Comcast Class A common stock and Comcast Class B common stock, voting
together as a single class, approve the preferred structure proposal, AT&T
Comcast's capital structure upon completion of the AT&T Comcast transaction will
be as follows:

— Class B common stock —— will in the aggregate have 33 1/3% of the
combined voting power of the AT&T Comcast stock (regardless of the number
of shares of any other class of AT&T Comcast stock that may be
outstanding at any time),

- Class A common stock —- initially will in the aggregate have 66 2/3% of
the combined voting power of the AT&T Comcast stock, and

— Class A Special common stock -- will be non-voting.

If the number of outstanding shares of AT&T Comcast Class B common stock
outstanding upon completion of the AT&T Comcast transaction is reduced for any
reason (e.g., by repurchase or conversion) below the number of shares
outstanding at the completion of the AT&T Comcast transaction, the aggregate
voting power of AT&T Comcast Class B common stock will be proportionately
reduced and, unless another class of AT&T Comcast voting stock exists at the
time, the aggregate voting power of AT&T Comcast Class A common stock will be
proportionately increased.

Unlike AT&T Comcast Class B common stock which, except as described in the
preceding paragraph, has a nondilutable voting interest, the percentage of the
combined voting power of AT&T Comcast stock held by AT&T Comcast Class A common
stock upon completion of the AT&T Comcast transaction could be diluted by the
issuance of a new class of AT&T Comcast voting stock.

ALTERNATIVE STRUCTURE

If holders of Comcast Class A common stock, voting as a single class, or
holders of Comcast Class A common stock and Comcast Class B common stock, voting
together as a single class, do not approve the preferred structure proposal,
AT&T Comcast's capital structure upon completion of the AT&T Comcast transaction
will be as follows:

- Class B common stock —— will in the aggregate have 33 1/3% of the
combined voting power of AT&T Comcast stock (regardless of the number of
shares of any other class of AT&T Comcast stock other than AT&T Comcast
Class A common stock that may be outstanding at any time),

- Class A common stock -- will in the aggregate have 5.14% of the combined
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voting power of AT&T Comcast stock (regardless of the number of shares of
any other class of AT&T Comcast stock other than AT&T Comcast Class B
common stock that may be outstanding at any time),

- Class A Special common stock —-- will be non-voting, and

— Class C common stock —-- initially will in the aggregate have
approximately 61 53/100% of the combined voting power of AT&T Comcast
stock.

If the number of outstanding shares of AT&T Comcast Class A common stock or
AT&T Comcast Class B common stock outstanding upon completion of the AT&T
Comcast transaction is reduced for any reason (e.g., by repurchase, or in the
case of AT&T Comcast Class B common stock only, conversion) below the number of
shares outstanding at the completion of the AT&T Comcast transaction, the
aggregate voting power of the applicable class of AT&T Comcast common stock will
be proportionately reduced and, unless another class of AT&T Comcast voting
stock exists at the time, the aggregate voting power of AT&T Comcast Class C
common stock will be proportionately increased. If additional shares of AT&T
Comcast Class A common stock or AT&T Comcast Class B common stock are issued in
disproportionate amounts after the completion of the AT&T Comcast transaction,
the relative voting percentages of those two classes of AT&T Comcast common
stock will change (based on the principle that each share of AT&T Comcast Class
B common stock will be entitled to 15 times the vote of each share of AT&T
Comcast Class A common stock) but the combined voting percentage of those two
classes of stock will remain constant at approximately 38 47/100% (except to the
extent there has been a reduction in the voting power of either class of AT&T
Comcast common stock as described in the preceding sentence).

Unlike AT&T Comcast Class A common stock and AT&T Comcast Class B common
stock, which, except as described in the preceding paragraph, have a
nondilutable voting interest, the percentage of the combined voting power of
AT&T Comcast stock held by AT&T Comcast Class C common stock upon completion of
the AT&T Comcast transaction could be diluted by the issuance of a new class of
AT&T Comcast voting stock.

WHAT COMCAST SHAREHOLDERS WILL RECEIVE IN THE COMCAST MERGER (SEE PAGE [V-1])
Comcast shareholders will receive one share of the corresponding class of
AT&T Comcast common stock in exchange for each of their shares of Comcast common
stock.
Upon completion of the AT&T Comcast transaction, assuming no shares of AT&T
Comcast common stock are issued as described in this summary under "Potential

Additional Payments," Comcast shareholders will own

- [ 1% of AT&T Comcast's economic interest; and

- if the Preferred Structure is implemented, [ 1% of AT&T Comcast's
voting power or, if the Alternative Structure 1is
I-12
implemented, [ 1% of AT&T Comcast's voting power.

Upon completion of the AT&T Comcast transaction, regardless of which
capital structure is implemented and whether or not any shares of AT&T Comcast
common stock are issued as described below in this summary under "Potential
Additional Payments," Sural LLC, which is controlled by Brian L. Roberts,
President of Comcast, and currently holds approximately 86.7% of Comcast's
voting power, will hold approximately 33 1/3% of AT&T Comcast's voting power,
including all of the outstanding AT&T Comcast Class B common stock.
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WHAT AT&T BROADBAND SHAREHOLDERS WILL RECEIVE IN THE AT&T BROADBAND MERGER (SEE
PAGE [V-31)

In the AT&T Broadband spin-off, each holder of AT&T common stock, NYSE
symbol "T," will receive one share of AT&T Broadband common stock for each of
such holder's shares of such AT&T common stock. AT&T Consumer Services Group
tracking stock will not entitle holders thereof to receive any shares of AT&T
Broadband common stock in the AT&T Broadband spin-off.

The precise number of shares of AT&T Comcast common stock that each holder
of AT&T Broadband common stock will receive in the AT&T Broadband merger will
depend upon the number of shares of AT&T Broadband common stock outstanding (not
including any shares issued in the QUIPS exchange transaction) and the value of
the employee stock options and stock appreciation rights held by current AT&T
Broadband employees and former AT&T employees, in each case at the time the AT&T
Comcast transaction is completed.

If the AT&T Broadband exchange ratio were determined as of the date of this
joint proxy statement/prospectus, assuming no shares of AT&T Comcast common
stock are issued as described in this summary under "Potential Additional
Payments, " AT&T Broadband shareholders would receive for each of their shares of
AT&T Broadband common stock:

- if the Preferred Structure is implemented, approximately of a share
of AT&T Comcast Class A common stock or

- if the Alternative Structure is implemented, approximately of a
share of AT&T Comcast Class C common stock.

Upon completion of the AT&T Comcast transaction, assuming no shares of AT&T
Comcast common stock are issued as described in this summary under "Potential

Additional Payments," AT&T shareholders will own approximately

- [ 1% of AT&T Comcast's economic interest; and

- if the Preferred Structure is implemented, [ 1% of AT&T Comcast's
voting power or, if the Alternative Structure is implemented, [ 1% of

AT&T Comcast's voting power.

AT&T Comcast will not issue any fractional shares in the AT&T Broadband
merger. AT&T Broadband shareholders will receive a check in the amount of the
net proceeds from the sale of their fractional shares in the market.

POTENTIAL ADDITIONAL PAYMENTS (SEE PAGE [V-2])

AT&T Comcast may be required to issue additional shares of AT&T Comcast
common stock to AT&T Broadband shareholders if the per share value of AT&T
Comcast common stock issued to AT&T Broadband shareholders in the AT&T Broadband
merger is less than the per share value of the AT&T Comcast Class A Special
common stock at or shortly after completion of the AT&T Comcast transaction.

PREFERRED STRUCTURE PROPOSAL (SEE PAGE [II-10])

In addition to the Comcast transaction proposal, Comcast is also seeking
the approval by its shareholders of an amendment to the Comcast charter that
will allow the implementation of the Preferred Structure. The preferred
structure proposal will be approved if holders of a majority of the votes cast
by the holders of Comcast Class A common stock, voting as a single class, and
holders of Comcast Class A common stock and Comcast Class B common stock, voting
together as a single class, vote in favor of adoption of the Comcast charter
amendment . Each holder of Comcast Class B common stock is entitled to 15 votes
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per share, and each holder of Comcast Class A common stock is entitled to one
vote per share. As of the record date, (1) Comcast
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directors and executive officers and their affiliates owned approximately

[ 1% of the outstanding shares of Comcast Class A common stock, representing
approximately [ 1% of the combined voting power of Comcast stock, and (2)
Sural LLC, which is controlled by Brian L. Roberts, President of Comcast, owned
all outstanding shares of Comcast Class B common stock, representing
approximately 86.6% of the combined voting power of Comcast stock. If holders of
the Comcast Class A common stock, voting as a single class, approve the
preferred structure proposal, the Preferred Structure will be implemented upon
completion of the AT&T Comcast transaction because Sural LLC has indicated that
it will vote in favor of the preferred structure proposal, thereby assuring
approval of the proposal by holders of Comcast Class A common stock and Comcast
Class B common stock, voting together as a single class.

APPROVAL OF THE COMCAST TRANSACTION PROPOSAL IS NOT CONDITIONED ON APPROVAL
OF THE PREFERRED STRUCTURE PROPOSAL.

SUPPORT AGREEMENT (SEE PAGE [V-18])

Sural LLC, which is controlled by Brian L. Roberts, President of Comcast,
and as of the record date owned approximately 86.7% of the combined voting power
of Comcast common stock, has entered into a support agreement with, among
others, AT&T pursuant to which it has agreed to vote its shares of Comcast
common stock in favor of the AT&T Comcast transaction. Sural's vote in favor of
the AT&T Comcast transaction will be sufficient to approve the AT&T Comcast
transaction without the vote of any other Comcast shareholder.

Sural has also agreed in the support agreement to restrictions on its
ability to transfer its shares of AT&T Comcast common stock that survive until
the tenth anniversary of the completion of the AT&T Comcast transaction.

AT&T COMCAST BOARD AND MANAGEMENT FOLLOWING THE AT&T COMCAST TRANSACTION (SEE
PAGE [VIII-1])

Upon completion of the AT&T Comcast transaction, the AT&T Comcast Board
will consist of 12 members, at least seven of whom will be independent
directors. Comcast and AT&T will each designate five of the initial members of
the AT&T Comcast Board from among its existing Board members and will jointly
designate the two remaining initial members of the AT&T Comcast Board, each of
whom will be an independent director. Except for certain pre-approved designees,
the individuals designated by Comcast and AT&T will be mutually agreed by
Comcast and AT&T. If the AT&T Comcast Board decides to establish an executive
committee, Ralph J. Roberts, Chairman of the Board of Comcast, will be its
chairman.

Upon completion of the transaction, C. Michael Armstrong, Chairman of the
Board and Chief Executive Officer of AT&T, will become Chairman of the Board of
AT&T Comcast and Brian L. Roberts, President of Comcast, will become Chief
Executive Officer and President of AT&T Comcast. The other members of senior
management of AT&T Comcast upon completion of the AT&T Comcast transaction will
be selected by Brian L. Roberts in consultation with C. Michael Armstrong.

TREATMENT OF AT&T BROADBAND STOCK OPTIONS AND OTHER AT&T BROADBAND EQUITY-BASED
AWARDS IN THE AT&T COMCAST TRANSACTION (SEE PAGE [V-5])

In the AT&T Broadband spin-off, AT&T stock options and other AT&T
equity-based awards will be converted to AT&T Broadband stock options and AT&T
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Broadband equity-based awards, adjusted AT&T stock options and adjusted AT&T
equity-based awards, or a combination of both, depending on the holder of the
award. For a description of the conversion of AT&T stock options and AT&T
equity-based awards in the AT&T Broadband spin-off see page [IX-3].

Upon completion of the AT&T Comcast transaction, each outstanding AT&T
Broadband stock option will be converted into an option to acquire shares of the
class of AT&T Comcast common stock that is included in the Standard & Poor's 500
Index. This class of stock is referred to in this document as the "AT&T Comcast
Indexed Stock." The number of shares subject to the option and the exercise
price will be subject to customary adjustments necessary to maintain the
intrinsic value of the awards immediately before and after the AT&T Comcast
transaction (with
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appropriate adjustments in the case of former employees).

As of completion of the AT&T Comcast transaction, each AT&T Broadband stock
option held by current AT&T Broadband employees (including AT&T employees who
become AT&T Broadband employees in the AT&T Broadband spin-off) will have vested
and will remain exercisable for the remainder of its original term (except for
AT&T Broadband stock options held by any AT&T executive officer who has waived
rights to vesting of certain equity awards as a result of the AT&T Comcast
transaction) .

Shares of AT&T Broadband restricted stock will also vest (except for awards
held by any AT&T executive officer who has waived rights to vesting of certain
equity awards as a result of the AT&T Comcast transaction) and be converted into
the right to receive AT&T Comcast common stock on the terms and conditions
applicable to AT&T Broadband shareholders described above in this summary under
"What AT&T Broadband Shareholders Will Receive in the AT&T Broadband Merger."
All other awards based on shares of AT&T Broadband common stock will be
converted into equivalent awards based on shares of AT&T Comcast Indexed Stock,
subject to customary adjustments necessary to maintain the fair market value of
the awards immediately before and after the AT&T Comcast transaction.

As of completion of the AT&T Comcast transaction, each other equity-based
award (based on AT&T or AT&T Broadband common stock) held by current and former
AT&T Broadband employees (including AT&T employees who become AT&T Broadband
employees in the AT&T Broadband spin-off) will have vested (except for awards
held by any AT&T executive officer who has waived rights to vesting of certain
equity awards as a result of the AT&T Comcast transaction).

TREATMENT OF COMCAST STOCK OPTIONS AND OTHER COMCAST EQUITY-BASED AWARDS (SEE
PAGE [V-6])

Upon completion of the AT&T Comcast transaction, each outstanding Comcast
stock option will be converted into an option to acquire shares of AT&T Comcast
Indexed Stock. The number of shares subject to the option and the exercise price
will be subject to customary adjustments necessary to maintain the intrinsic
value of the awards immediately before and after the AT&T Comcast transaction.

Shares of Comcast restricted stock will be converted into the right to
receive AT&T Comcast common stock on the terms and conditions applicable to
Comcast shareholders described above in this summary under "What Comcast
Shareholders Will Receive in the Comcast Merger." All other awards based on
shares of Comcast Class A Special common stock will be converted into equivalent
awards based on AT&T Comcast Indexed Stock, subject to customary adjustments
necessary to maintain the fair market value of the awards immediately before and
after the AT&T Comcast transaction.
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INTERESTS OF DIRECTORS AND OFFICERS IN THE AT&T COMCAST TRANSACTION (SEE PAGE
[IX-17])

When considering our Boards' recommendations that you vote in favor of the
AT&T Comcast transaction, you should be aware that a number of our directors and
officers have interests in the AT&T Comcast transaction that are different from,
or in addition to, yours. These interests include the potential for positions as
directors or executive officers of AT&T Comcast, funding of benefits in trust,
employment agreements with AT&T Comcast, acceleration of vesting of AT&T
Broadband stock options and other equity-based awards as a result of the AT&T
Comcast transaction (except for awards held by any AT&T executive officer who
has waived rights to vesting of certain equity awards as a result of the AT&T
Comcast transaction), and the right to continued indemnification and insurance
coverage by AT&T Comcast for acts or omissions occurring prior to the AT&T
Comcast transaction.

CONDITIONS TO THE COMPLETION OF THE AT&T COMCAST TRANSACTION (SEE PAGE [V-10]
AND PAGE [V-16])

The completion of the AT&T Comcast transaction is subject to the
satisfaction or waiver (to the extent permissible) of several conditions,
including:

- approval by AT&T shareholders and Comcast shareholders;

— expiration or termination of the applicable waiting period under the
Hart-Scott-
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Rodino Antitrust Improvements Act of 1976, as amended;

— the absence of any law, regulation or order prohibiting the completion of
the transaction;

— receipt of all required regulatory approvals other than those the failure
of which to be obtained would not reasonably be expected to have a
material adverse effect on either Comcast or AT&T Broadband Group;

- accuracy of the representations and warranties of the other party,
including with respect to the absence of a material adverse effect;

— receipt and continuing effectiveness of an Internal Revenue Service
ruling or rulings (or an opinion from tax counsel acceptable to Comcast
and AT&T) to the effect that, for U.S. federal income tax purposes, the
AT&T Broadband spin-off will be tax—-free to AT&T and its shareholders,
the mergers will not cause the AT&T Broadband spin-off to fail to be
qualified as a tax-free transaction, and the AT&T Broadband spin-off will
not cause the distribution by AT&T of the common stock of AT&T Wireless
Services, Inc. or of Liberty Media Corporation to fail to qualify as
tax—-free transactions;

— receipt by each party of an opinion of its counsel to the effect that the
combination of AT&T Broadband and Comcast will qualify as a tax—free
transaction for U.S. federal income tax purposes;

— performance by Sural LLC in all material respects of its obligations
under the support agreement; and

— receipt of appropriate note consents, or the defeasance, purchase or
acquisition of indebtedness, in respect of at least 90% in aggregate
principal amount of the securities issued under the AT&T indenture, dated
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as of September 7, 1990, and outstanding as of December 19, 2001.
TERMINATION RIGHTS (SEE PAGE [V-12])

The merger agreement may be terminated by mutual agreement of Comcast and
AT&T.

The merger agreement may be terminated by Comcast or AT&T if:
— the AT&T or Comcast shareholders fail to approve the transaction;
— the AT&T Comcast transaction is not completed by March 1, 2003;

— the other party breaches the merger agreement such that the related
closing conditions cannot be satisfied by March 1, 2003; or

- any material law or regulation makes completion of the AT&T Comcast
transaction illegal or a permanent injunction prohibiting completion of
the AT&T Comcast transaction is entered.

In addition, AT&T may terminate the merger agreement if, as permitted by
the merger agreement, the closing date for the AT&T Comcast transaction is
delayed because the QUIPS exchange transaction described below in this summary
under "Microsoft Arrangement" does not occur; provided that AT&T may terminate
the merger agreement pursuant to this provision only (1) on two business days'
notice delivered to Comcast between 30 and 45 days after the commencement of the
delay; and (2) if prior to the effectiveness of the termination Comcast does not
agree to close the AT&T Comcast transaction within 60 days of the commencement
of the delay.

In addition, Comcast may terminate the merger agreement if:

- the AT&T Board withdraws or modifies, in a manner adverse to Comcast, its
recommendation of the AT&T Comcast transaction; or

— AT&T willfully and materially breaches its obligations described below in
this summary under "Duty to Recommend the AT&T Comcast Transaction" or
"No Solicitation of Competing Transactions."

TERMINATION FEES (SEE PAGE [V-12])

AT&T will pay Comcast a termination fee in the amount of $1.5 billion in
cash if the merger agreement is terminated because:

- the AT&T Board withdraws or modifies, in a manner adverse to Comcast, its
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recommendation of the AT&T Comcast transaction; or

— AT&T willfully and materially breaches its obligations described below in
this summary under "Duty to Recommend the AT&T Comcast Transaction" or
"No Solicitation of Competing Transactions."

In addition, if a competing acquisition proposal made by a third party was
pending at the time of the AT&T meeting, within one year of the AT&T meeting,
AT&T enters into an agreement relating to an alternative material transaction,
and the merger agreement 1is terminated because the AT&T shareholders fail to
approve the AT&T Comcast transaction at the AT&T meeting, AT&T will pay Comcast
a $1.5 billion termination fee in cash.
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Comcast will pay AT&T a $1.5 billion termination fee in cash if the merger
agreement is terminated because the Comcast Board withdraws or modifies, in a
manner adverse to AT&T, its recommendation of the AT&T Comcast transaction or if
Comcast shareholders fail to approve the AT&T Comcast transaction. See "Support
Agreement" above in this summary.

DUTY TO RECOMMEND THE AT&T COMCAST TRANSACTION (SEE PAGE [V-7])

The AT&T Board has recommended that the AT&T shareholders approve the AT&T
Comcast transaction. The AT&T Board is permitted to withdraw or modify, in a
manner adverse to Comcast, its recommendation of the AT&T Comcast transaction if
the AT&T Board determines in good faith that it must take such action to comply
with its fiduciary duties under applicable law and provides Comcast with two
business days' prior written notice. AT&T does not have the right to terminate
the merger agreement to accept a superior acquisition proposal for its broadband
business and subject to applicable law must submit the AT&T Comcast transaction
to AT&T shareholders at the AT&T annual meeting.

NO SOLICITATION OF COMPETING TRANSACTIONS (SEE PAGE [V-T71])

AT&T is generally prohibited from soliciting or encouraging, among other
specific acquisition proposals, acquisition proposals from third parties that
would reasonably be expected to be inconsistent in any material respect with the
AT&T Comcast transaction or materially delay, impede or adversely affect the
AT&T Comcast transaction. AT&T is also prohibited from providing nonpublic
information to or engaging in negotiations with any third party that has made or
is known by AT&T to be considering making an acquisition proposal of the type
described in the previous sentence.

However, AT&T may furnish nonpublic information and engage in negotiations
with a third party that has made an unsolicited acquisition proposal if the AT&T
Board determines in good faith that such acquisition proposal would reasonably
be expected to lead to a proposal that would be more favorable to AT&T
shareholders than the AT&T Comcast transaction and that it must take such action
to comply with its fiduciary duties under applicable law.

MICROSOFT ARRANGEMENT (SEE PAGE [V-21])

Comcast, AT&T and AT&T Comcast have entered into an exchange agreement with
Microsoft Corporation pursuant to which at the time of the AT&T Broadband
spin-off Microsoft will exchange $5 billion of quarterly income preferred
securities, or QUIPS, issued by AT&T Finance Trust I, an AT&T subsidiary, for a
number of shares of AT&T Broadband common stock that will be converted into 115
million shares of AT&T Comcast common stock in the AT&T Broadband merger. Based
on the number of shares of Comcast and AT&T common stock outstanding as of the
date of this document, upon completion of the transaction, an affiliate of
Microsoft will hold approximately [ 1% of the combined voting power of AT&T
Comcast stock.

If the QUIPS exchange transaction is completed, AT&T Comcast has agreed in
the exchange agreement that it will not discriminate against Microsoft with

respect to the provision of high-speed Internet services over AT&T Comcast cable
systems.

REGULATORY MATTERS (SEE PAGE [II-16])
Under U.S. antitrust laws, Comcast and AT&T may not complete the AT&T
Comcast transaction until Comcast and AT&T notify the Antitrust Division of the

United States Department of Justice and the Federal Trade
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Commission of the AT&T Comcast transaction by filing the necessary report forms
and until a required waiting period has ended. Comcast and AT&T have filed the
required information and materials to notify the U.S. Department of Justice and
the Federal Trade Commission of the transaction.

Under federal communications law and local franchise requirements, Comcast
and AT&T must also obtain the approval of the Federal Communications Commission,
or FCC, and a number of state and local authorities in connection with the AT&T
Comcast transaction.

Comcast and AT&T have agreed to use their best efforts to obtain all
regulatory approvals that are necessary or advisable in connection with the AT&T
Comcast transaction. In addition, Comcast and AT&T have also agreed to take all
actions necessary to obtain termination of the applicable waiting periods under
the Hart-Scott-Rodino Antitrust Improvements Act of 1976 relating to the AT&T
Comcast transaction and to obtain all consents of the FCC required to complete
the AT&T Comcast transaction.

There can be no assurances that Comcast and AT&T will obtain all regulatory
approvals necessary to complete the AT&T Comcast transaction or that the
granting of these approvals will not involve the imposition of conditions on the
completion of the AT&T Comcast transaction or require changes to the terms of
the AT&T Comcast transaction.

MATERIAL FEDERAL INCOME TAX CONSEQUENCES (SEE PAGE [II-13])

Comcast and AT&T have structured the AT&T Broadband spin-off so that AT&T,
AT&T Broadband and the holders of AT&T common stock who receive shares of AT&T
Broadband common stock in the AT&T Broadband spin-off will not recognize gain or
loss for U.S. federal income tax purposes in connection with the AT&T Broadband
spin-off. Comcast and AT&T have structured the mergers so that AT&T Broadband,
Comcast and their respective shareholders who exchange their shares for shares
of AT&T Comcast common stock in the mergers will not recognize gain or loss for
U.S. federal income tax purposes in connection with the mergers, except for gain
or loss with respect to cash received instead of fractional shares.

MARKET PRICE INFORMATION (SEE PAGE [I-28])

Comcast Class A common stock and Comcast Class A Special common stock are
listed on The Nasdag Stock Market under the symbols "CMCSA" and "CMCSK,"
respectively. AT&T common stock is primarily listed on the New York Stock
Exchange under the symbol "T."

On July 6, 2001, the last full trading day before Comcast publicly
announced its proposal to AT&T to acquire AT&T's broadband business, Comcast
Class A common stock and Comcast Class A Special common stock closed at $41.85
and $42.08, respectively, and AT&T common stock closed at $16.65 (as adjusted to
reflect the AT&T Wireless Services spin-off). On December 19, 2001, the last
full trading day before the public announcement of the AT&T Comcast transaction,
Comcast Class A common stock and Comcast Class A Special common stock closed at
$38.09 and $38.07, respectively, and AT&T common stock closed at $16.80. On
[ 1, 2002, the last full trading day before the date of this document, Comcast
Class A common stock and Comcast Class A Special common stock closed at $[ ]
and $[ 1, respectively, and AT&T common stock closed at $[ 1.

STOCK EXCHANGE LISTINGS (SEE PAGE [XIV-14])

The shares of AT&T Comcast Class A common stock, AT&T Comcast Class A
Special common stock and, if the Alternative Structure is implemented, the
shares of AT&T Comcast Class C common stock, issued in the mergers will be
quoted on The Nasdag Stock Market under the ticker symbols "CMCSA," "CMCSK" and,
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if applicable, "CMCSJ," respectively.
APPRAISAL RIGHTS (SEE PAGE [II-18])

Holders of Comcast Class A common stock and Comcast Class A Special common
stock are not entitled to appraisal rights in connection with the AT&T Comcast
transaction. Holders of AT&T common stock are not entitled to appraisal rights
in connection with the AT&T Comcast transaction.
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AT&T CONSUMER SERVICES GROUP TRACKING STOCK
THE CONSUMER SERVICES CHARTER AMENDMENT PROPOSAL

AT&T shareholders are being asked to approve an amendment to the AT&T
charter to authorize AT&T to create a new class of AT&T common stock —— AT&T
Consumer Services Group tracking stock —-- and certain related benefit plan
proposals. The Consumer Services charter amendment proposal requires the
affirmative vote of the holders of a majority of the outstanding shares of AT&T
common stock.

AT&T Consumer Services Group tracking stock is intended to reflect the
separate performance of AT&T Consumer Services Group, which includes the assets
and liabilities shown in the combined balance sheets of AT&T Consumer Services
Group. AT&T will include within AT&T Consumer Services Group all net income or
net losses generated by the assets that comprise AT&T Consumer Services Group
and all net proceeds from any disposition of these assets.

TERMS OF AT&T CONSUMER SERVICES GROUP TRACKING STOCK

The proposed Consumer Services charter amendment would authorize AT&T to
issue up to [ ] shares of AT&T Consumer Services Group tracking stock.
We describe some of the most significant terms of AT&T Consumer Services Group
tracking stock below, but we include a more detailed description of AT&T
Consumer Services Group tracking stock later in this document.

Voting Rights. Holders of AT&T Consumer Services Group tracking stock
initially will be entitled to [ ] of a vote per share. Except as
required by law or by any special voting rights of any other class or series of
AT&T stock, holders of shares of AT&T Consumer Services Group tracking stock
will vote together with all other AT&T shareholders on matters presented to AT&T
shareholders.

Dividends. Holders of AT&T Consumer Services Group tracking stock will be
entitled to dividends only to the extent declared by the AT&T Board. AT&T's
charter will define an available dividend amount with respect to AT&T Consumer
Services Group tracking stock. The available dividend amount is designed to be
equivalent to the amount that would legally be available for the payment of
dividends by AT&T Consumer Services Group i1f it were a separate legal entity.

Dividends on AT&T Consumer Services Group tracking stock may only be paid
up to the applicable available dividend amount and also will be subject to the
legal capacity of AT&T as a whole to pay dividends. Subject to these
limitations, and to the discretion of the AT&T Board, AT&T currently expects to
pay dividends on AT&T Consumer Services Group tracking stock equal in the
aggregate to two-thirds of the aggregate annual dividend AT&T currently pays on
AT&T common stock, and to pay dividends on AT&T common stock equal to one-third
of the aggregate annual current dividend.

Redemption. AT&T may (or, in some cases, is required to) redeem shares of
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AT&T Consumer Services Group tracking stock under a number of circumstances:

- At any time, AT&T may redeem shares of AT&T Consumer Services Group
tracking stock for a comparable tracking stock of any company that owns
substantially all the assets and liabilities allocated to AT&T Consumer
Services Group at that time without the payment of any premium.

- At any time, AT&T may redeem the shares of AT&T Consumer Services Group
tracking stock for shares of AT&T common stock having a market value
equal to [ 1% of the market value of AT&T Consumer Services
Group tracking stock.

- At any time, AT&T may redeem shares of AT&T Consumer Services Group
tracking stock for shares of one or more subsidiaries that hold all
material assets and liabilities allocated to AT&T Consumer Services
Group, so long as the redemption is tax free to shareholders. This would
result in a split-off of AT&T Consumer Services Group.

— With some exceptions, in the event of certain dispositions of all or
substantially all the assets of AT&T Consumer
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Services Group, AT&T is generally required to redeem shares of AT&T
Consumer Services Group tracking stock for (1) shares of AT&T common
stock or (2) cash and/or property in an amount equal to the net proceeds
of the disposition that are allocable to AT&T Consumer Services Group
tracking stock.

Liquidation. 1In the event of a liquidation of AT&T, holders of AT&T
Consumer Services Group tracking stock and AT&T common stock will be entitled to
share in the funds available for distribution to AT&T common shareholders in
proportion to the relative market capitalization of the outstanding shares of
each class of AT&T stock.

ISSUANCE OF AT&T CONSUMER SERVICES GROUP TRACKING STOCK

If AT&T shareholders approve the creation of AT&T Consumer Services Group
tracking stock, AT&T currently intends to distribute shares of AT&T Consumer
Services Group tracking stock as a dividend to holders of AT&T common stock
later this year. AT&T currently expects that the shares of AT&T Consumer
Services Group tracking stock AT&T issues as a dividend to existing AT&T
shareholders will be intended to reflect all of the financial performance and
economic value of AT&T Consumer Services Group. However, if these shares of AT&T
Consumer Services Group tracking stock only reflect a portion, the remaining
portion will be AT&T's retained portion of the financial performance and
economic value of AT&T Consumer Services Group, which would be reflected in AT&T
common stock. NOTWITHSTANDING AT&T'S CURRENT PLANS, THE AT&T BOARD COULD DECIDE
TO ISSUE THESE SHARES OF AT&T CONSUMER SERVICES GROUP TRACKING STOCK IN A
DIFFERENT MANNER OR AT A DIFFERENT TIME, OR COULD DECIDE NOT TO CREATE OR ISSUE
SHARES OF AT&T CONSUMER SERVICES GROUP TRACKING STOCK AT ALL, IF THE AT&T BOARD
DECIDES THAT A CHANGE IN AT&T'S PLANS IS APPROPRIATE. Approval of the Consumer
Services charter amendment proposal will give the AT&T Board wide discretion on
how to implement the Consumer Services charter amendment proposal. If you do not
want to give the AT&T Board this authority with respect to implementing the
Consumer Services charter amendment proposal, you should not vote for that
proposal.

Following the issuance of AT&T Consumer Services Group tracking stock, if
the AT&T Comcast transaction is completed, AT&T common stock will be intended to
reflect only the financial performance and economic value of AT&T Business
Services Group, together with AT&T's retained portion, if any, of the value of
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AT&T Consumer Services Group.

AT&T expects to list AT&T Consumer Services Group tracking stock on a
national securities exchange or quotation system.

REASONS FOR AT&T CONSUMER SERVICES GROUP TRACKING STOCK

AT&T believes that issuance of AT&T Consumer Services Group tracking stock
will improve shareholder value by creating separate investment vehicles. AT&T
believes that AT&T Consumer Services Group tracking stock will:

— allow AT&T shareholders to view more clearly the performance of each of
AT&T Consumer Services Group and AT&T Business Services Group, and to
evaluate each of AT&T Consumer Services Group's and AT&T Business
Services Group's results against those of its competitors, and

- enable AT&T shareholders and other investors to invest in the securities
that fit their needs and investment profiles without the requirement of
simultaneously investing in other businesses, and permit the creation of
more effective management incentive and retention programs.

For additional reasons for, and more detail on the reasons for, AT&T
Consumer Services Group tracking stock, see "AT&T Consumer Services Group
Tracking Stock —-- Reasons for AT&T Consumer Services Group Tracking Stock" on

page
U.S. FEDERAL INCOME TAX CONSIDERATIONS

AT&T expects the distribution of AT&T Consumer Services Group tracking
stock to holders of AT&T common stock to be tax free to AT&T and to the holders
of AT&T common stock.

SELECTED FINANCIAL DATA OF COMCAST CORPORATION

The following summary consolidated financial data is derived from Comcast's
audited consolidated financial statements and Comcast's unaudited interim
consolidated financial statements. You should read the financial data presented
below in conjunction with the consolidated financial statements, accompanying
notes and management's discussion and analysis of results of operations and
financial condition of Comcast, which are incorporated by reference into this
prospectus.

FOR THE NINE MONTHS
ENDED SEPTEMBER 30, YEAR ENDED DECEMBER 3

(DOLLARS IN MILLIONS, EXCEPT PER SHARE DATA)

STATEMENT OF OPERATIONS DATA:
REVENUES . e v vttt et eeneeeeennnnnns $ 6,850.1 $ 5,811.0 $ 8,218.6 $ 6,529.2 $ 5,419.0 $
Operating income (loSS) .......... (412.0) (46.8) (161.0) 664.0 557.1
Income (loss) from continuing

operations before extraordinary

items and cumulative effect of

accounting change.............. 546.6 1,261.5 2,045.1 780.9 1,007.7
Gain (loss) from discontinued
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Cumulative effect of accounting

Extraordinary items..............
(loss)
BASIC EARNINGS

Net income

384.5
(1.5)
929.6

(18.5)
1,243.0

(LOSS) FOR COMMON

STOCKHOLDERS PER COMMON

SHARE (2) :
Income (loss)

from continuing

operations before extraordinary
items and cumulative effect of

accounting change.............. $
from discontinued
operations (1)

Gain (loss)

.58 $ 1.40

Cumulative effect of accounting

DILUTED EARNINGS

335.8 (31.4)

(23.06)
2,021.5

(51.0)
1,065.7

(4.2)
972.1

.27 $ 1.00 $ 1.

(LOSS) FOR

COMMON STOCKHOLDERS PER COMMON

SHARE (2) :
Income (loss)

from continuing

operations before extraordinary
items and cumulative effect of

accounting change.............. $
from discontinued
operations (1)

Gain (loss)

.56 $ 1.34

Cumulative effect of accounting

.16 $ .95 $ 1.

Cash dividends declared per

common share (2)

FOR THE NINE MONTHS
ENDED SEPTEMBER 30,

(DOLLARS IN MILLIONS,

BALANCE SHEET DATA (AT END OF

PERIOD) :

Total assets.
Working capital
Long-term debt (3)

Total debt (3)

Stockholders'

Debt ratio (4)

$38,781.
(804.

$35,031.

) 133.
8,611.
9,923.
14,622.

% 40.

(deficit)

SUPPLEMENTARY FINANCIAL DATA:
Operating income before
depreciation and

YEAR ENDED DECEMBER 3

EXCEPT PER SHARE DATA)

$35,744.
1,102.

5 $28,685.

2
10,517.4

3

4

4

4,226.

6 $14,710.

3
8,707.2

7

3

1

2,497.
5,464.
5,577.
3,815.
% 59.

$1

10,811.
14,086.
43.

9,224,
10,341.
5 47.

Bw I N O U

oo
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amortization(5)........ ... ..., $ 2,047.1 $ 1,795.4 $ 2,470.3 $ 1,880.0
Net cash provided by (used in) (6)

Operating activities........... 1,254.7

Financing activities........... 1,213.4

Investing activities........... (2,461.2) (57.8) (1,218.6) (2,539.3)
Capital expenditures............. 1,691.2

(2)

(3)

(5)

814.7 1,219.3 1,249.4
(1,103.2) (271.4) 1,341.4

1,056.0 1,636.8 893.8

In July 1999, Comcast sold Comcast Cellular Corporation to SBC
Communications, Inc. Comcast Cellular is presented as a discontinued
operation for all periods presented.

Adjusted for Comcast's two-for-one stock split in the form of a 100% stock
dividend in May 1999.

Includes a $666.0 million adjustment to carrying value at December 31, 1999.
Debt ratio reflects debt from continuing operations as a percent of capital
(debt plus stockholders' equity).

Operating income before depreciation and amortization is commonly referred
to in Comcast's business as "operating cash flow." Operating cash flow is a
measure of a company's ability to generate cash to service its obligations,
including debt service obligations, and to finance capital and other
expenditures. In part due to the capital intensive nature of Comcast's
businesses and the resulting significant level of non-cash depreciation and
amortization expense, operating cash flow is frequently used as one of the
bases for comparing businesses in Comcast's industries, although Comcast's
measure of operating cash flow may not be comparable to similarly titled
measures of other companies. Operating cash flow is the primary basis used
by Comcast's management to measure the operating performance of its
businesses. Operating cash flow does not purport to represent net income or
net cash provided by operating activities, as those terms are defined under
generally accepted accounting principles, and should not be considered as an
alternative to those measurements as an indicator of Comcast's performance.
This represents net cash provided by (used in) operating activities,
financing activities and investing activities as presented in Comcast's
consolidated statement of cash flows.
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SELECTED FINANCIAL DATA OF AT&T CORP. AND SUBSIDIARIES

The consolidated income statement data below for the three years ended

December 31, 2000, and the consolidated balance sheet data at December 31, 2000
and 1999, were derived from audited consolidated financial statements. The
remaining data was derived from AT&T's unaudited consolidated financial
statements.

FOR THE NINE MONTHS

ENDED SEPT. 30, FOR THE YEARS ENDED DECEMBER

(UNAUDITED)

(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNTS)

RESULTS OF OPERATIONS AND EARNINGS

PER SHARE:
REVENUE . « ittt it ettt ettt eeeeenn $ 39,964 $ 41,623 $ 55,533 S 54,973
Operating income........ivvieeenn.. 3,543 8,394 4,228 11,458

$ 1,496.
1,067.
809.

(1,415.
898.

$ 47,817
7,632
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(Loss) income from continuing
operations before cumulative
effect of accounting change...... (5,451) 7,581 4,133 3,861 5,052
(LOSS) INCOME FROM CONTINUING
OPERATIONS BEFORE CUMULATIVE
EFFECT OF ACCOUNTING CHANGE:
AT&T Common Stock Group:
(Loss) 1ncome. ....vueeeeeneeeennns (2,740) 4,616 2,645 5,883 5,052
(Loss) earnings per basic

share. ... i (0.94) 1.35 0.76 1.91 1.89
(Loss) earnings per diluted
share. ... i, (0.94) 1.34 0.75 1.87 1.87
Dividends declared per share..... 0.1125 0.66 0.6975 0.88 0.88
Liberty Media Group (3) :
(LOoSS) 1NnCOME. ... vttt eneennnnn (2,711) 2,965 1,488 (2,022) ——

(Loss) earnings per basic and

diluted share.................. (1.05) 1.15 0.58 (0.80) -

ASSETS AND CAPITAL:
Property, plant and equipment,

oL $ 40,748 $ 41,269 $ 33,366 $ 21,780
Total assets —-- continuing

operations........iiiiii i 160,049 207,136 146,094 40,134
Total assets.....oiiiiiiiiiinnn. 160,049 234,360 163,457 54,185
Long-term debt........ ... ... ..... 30,007 33,089 23,214 5,555
Total debt...... . .. 48,456 64,927 35,694 6,638
Mandatorily redeemable preferred

securities. ...t 2,376 2,380 1,626 ——
Shareowners' equity................ 52,198 103,198 78,927 25,522
Debt ratio(4)......ciiiiiii... 45.1% 57.2% 54.3% 36.7%
Gross capital expenditures......... 5,993 10,462 11,194 6,871

(1) AT&T Common Stock Group continuing operations results exclude Liberty Media

Group (LMG). In addition, on June 15, 2000, AT&T completed the acquisition
of MediaOne Group, Inc.

In connection with the March 9, 1999, merger with Tele-Communications,
Inc., AT&T issued a separate tracking stock for LMG. LMG was accounted for
as an equity investment prior to its split-off on August 10, 2001.

LMG earnings per share amounts and stock prices have been restated to
reflect the June 2000 two-for-one stock split. No dividends have been
declared for LMG tracking stock.

Debt ratio reflects debt from continuing operations as a percent of total
capital (debt plus equity, excluding LMG and AT&T Wireless Group) . For
purposes of this calculation, equity includes convertible quarterly trust

preferred securities as well as redeemable preferred stock of subsidiary.
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SELECTED FINANCIAL DATA OF AT&T BROADBAND GROUP

Presented in the table below is selected historical financial data of AT&T

Broadband Group. AT&T Broadband Group is an integrated business of AT&T and not
a stand-alone entity. AT&T Broadband Group represents the assets, liabilities
and businesses that AT&T will assign and transfer to AT&T Broadband Corp., a
newly formed holding company for AT&T's broadband business, in connection with
the AT&T Comcast transaction. AT&T Broadband Group consists primarily of the
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assets, liabilities and business of AT&T Broadband, LLC (formerly TCI), acquired
by AT&T on March 9, 1999 in the TCI merger, and MediaOne Group, Inc., acquired
by AT&T on June 15, 2000 in the MediaOne acquisition.

The following information was derived from the unaudited combined financial
statements of AT&T Broadband Group at and for each of the nine months ended
September 30, 2001 and 2000 and the audited combined financial statements for
the year ended December 31, 2000 and the ten months ended December 31, 1999.

The financial data presented below is not necessarily comparable from
period to period as a result of several transactions, including the acquisition
and dispositions of cable systems, primarily the TCI and MediaOne acquisitions.
For this and other reasons, you should read the selected historical financial
data provided below in conjunction with the combined financial statements and
accompanying notes beginning on page and the discussion under "Management's
Discussion and Analysis of Financial Condition and Results of Operations"”
beginning on page

NINE MONTHS ENDED YEAR ENDED

SEPTEMBER 30, DECEMBER 31,
2001 2000 2000 (1)
(UNAUDITED)

(DOLLARS IN MILLIONS)

INCOME STATEMENT DATA:

ROV NI s 4 v vttt ettt ettt e et e e eeeeeeeeeeeeeeeeeeeeaneeeneeas s 7,756 $ 5,766 S 8,445
(0] 1St w15 o U B I = = (3,567) (1,132) (8,656)
Losses from continuing operationsS........c.ouoiiiitetennnnnnnns (2,988) (1,3006) (5,370)
BALANCE SHEET DATA:
Total ASSEE S e i ittt ittt ettt ettt e et ettt e e e $104,261 $127,669 $117,534
o ot B 1 < $ 23,274 $ 28,000 $ 28,420
MIinority dnterest .. vttt ettt ittt e ettt eeeeanees $ 3,319 $ 8,594 S 4,421
Company-Obligated Convertible Quarterly Income Preferred

LTS Y B ol = S 4,718 S 4,708 S 4,710

(1) Effective June 15, 2000, AT&T acquired MediaOne Group, Inc. which is
attributed to AT&T Broadband Group. The acquisition was accounted for under
the purchase method of accounting.

(2) Effective March 1, 1999, AT&T acquired TCI which is attributed to AT&T

Broadband Group as discussed above. The acquisition was accounted for under
the purchase method of accounting.

SELECTED PRO FORMA FINANCIAL DATA

This information is only a summary and you should read it together with the
financial information we included elsewhere in this proxy statement.

AT&T COMCAST

The following unaudited pro forma combined condensed financial data set
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forth below for AT&T Comcast gives effect to the AT&T Comcast transaction,
such transaction had been completed on January 1, 2000 for income statement

purposes and at September 30, 2001 for balance sheet purposes. The unaudited

selected pro forma financial data does not necessarily represent what AT&T

Comcast's financial position or results of operations would have been had the

AT&T Comcast transaction occurred on such dates.

We have included detailed unaudited pro forma combined condensed financial

statements in Chapter 3 of this document.

SUMMARY PRO FORMA COMBINED CONDENSED FINANCIAL INFORMATION
(Unaudited)
(Dollars in Millions, Except Per Share Amounts)

AT OR FOR THE
NINE MONTHS ENDED
SEPTEMBER 30,

2001

INCOME STATEMENT DATA:
ROV NI s v v v vttt e ettt et tee et e eeaeeeeeeeeeeeeeeeeenneeeeas $ 14,509.4
(0] TSt w15 's U N I = = (2,540.1)
Loss for common stockholders before extraordinary items and

cumulative effect of accounting change................... (1,813.8)
Weighted average AT&T Comcast common shares................ 2,248.0
Loss per AT&T Comcast common share........c..oeeeeeeeennnenns (0.81)
BALANCE SHEET DATA:
I o= = = i L $141,200.9
Long—term debt ...ttt it ettt e et e e e 30,573.5
Total stockholders' equUity. ...ttt eeannnn 62,098.4
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SELECTED PRO FORMA FINANCIAL DATA

AT&T

The unaudited pro forma combined condensed financial data set forth below

for AT&T give effect to:
— the Liberty Media Group distribution

- the AT&T Broadband Group distribution

as if such events had been completed on January 1, 1999 for income statement
purposes, and at September 30, 2001 for balance sheet purposes. The unaudited
selected pro forma financial information does not necessarily represent what
AT&T's financial position or results of operations would have been had the AT&T
Broadband distribution or the Liberty Media Group distribution occurred on such

dates.

We have included detailed unaudited pro forma financial statements in Annex

L at the end of this document.

SUMMARY PRO FORMA COMBINED CONDENSED FINANCIAL INFORMATION
(Unaudited)

FOR THE YEAR
ENDED DECEMBER 3

$17,923.5
(6,680.2)

(1,104.0)

2,189.4
(0.50)

36



Edgar Filing: COMCAST CORP - Form PREM14A

(Dollars in Millions, Except Per Share Amounts)

AT AND FOR THE AT AND FOR THE YEA
NINE MONTHS ENDED ENDED DECEMBER 31
SEPTEMBER 30, = ——————————————————
2001 2000 1999
INCOME STATEMENT DATA:
ROV ENU G s v v vttt et e ettt tee e e et eeeeee e eseeeeeeeenneeeeas $32,391 $47,204 $49,9
Operating INCOME. & vt ittt ittt e e et et ettt e et enaeeeens 7,110 12,884 12,6
(Loss) income from continuing operations —-- attributable
to AT&T common SEOCK groUP .« v vt i v v ie ettt emneeeeeeeennns (2,6406) 3,903 3,4
Weighted average AT&T common shares —-- basic............. 3,717 3,526 3,1
(Loss) earnings per AT&T common share —-- basic........... (0.71) 1.11 1.
Weighted average AT&T common shares —-- diluted........... 3,717 3,545 3,1
(Loss) earnings per AT&T common share —- diluted......... (0.71) 1.10 1.
Cash dividends declared per AT&T common share............ $0.1125 $0.6975 S 0
BALANCE SHEET DATA:
B o= = $55,831
Long—term debt . ...ttt it ettt et e et 12,595
Total shareowners' eqUity.......iiiiiiii it eennnnn 8,517
I-26

UNAUDITED COMPARATIVE PER SHARE DATA

In the table below, we provide you with historical per share information
for Comcast, pro forma per share information for AT&T Comcast and historical and
pro forma equivalent per share information for AT&T Broadband Group as of and
for the nine months ended September 30, 2001 and as of and for the year ended
December 31, 2000. We have assumed, for purposes of the AT&T Comcast pro forma
financial information, that the AT&T Comcast transaction had been completed on
January 1, 2000 for income statement purposes, and that the AT&T Comcast
transaction had been completed on September 30, 2001 for balance sheet purposes.
In addition, the AT&T Comcast pro forma income statement information for the
year ended December 31, 2000 assumes the AT&T and Media One merger occurred on
January 1, 2000. Comcast did not pay dividends during the nine months ended
September 30, 2001 or during the year ended December 31, 2000; therefore no
historical or pro forma equivalent per share information is presented.

At September 30, 2001 and December 31, 2000, AT&T Broadband Group did not
have any shares outstanding as it represents an integrated business of AT&T. As
a step in the AT&T Comcast transaction, AT&T will spin off AT&T Broadband to its
shareholders by distributing one share of AT&T Broadband stock for each share of
AT&T common stock, NYSE symbol "T," outstanding. The following comparative per
share information assumes that 3,536 million shares were outstanding for all
periods which represents the number of shares of AT&T common stock, NYSE symbol
"T," outstanding on September 30, 2001. This also assumes that the AT&T shares
held by Comcast are included in the number of shares of AT&T common stock
outstanding.

The AT&T Broadband Group pro forma equivalent per share data presents AT&T
Comcast pro forma per share data multiplied by an exchange ratio of 0.34, which
represents the approximate AT&T Broadband exchange ratio calculated as if
determined as of the date of the execution of the merger agreement, assuming the
AT&T shares held by Comcast are included in the number of shares of AT&T common
stock outstanding. Assuming Comcast retains its AT&T shares and converts them
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into exchangeable preferred stock of AT&T as contemplated by the merger
agreement, the exchange ratio would be approximately 0.35 as of the date of the
execution of the merger agreement.

It is important that when you read this information, you read it along with
the financial statements and accompanying notes of Comcast, AT&T and AT&T
Broadband Group included elsewhere in this document. You should not rely on the
unaudited pro forma financial information as an indication of the results of
operations or financial position that would have been achieved if the AT&T
Comcast transaction or the Media One merger had taken place on the dates
indicated or of the results of operations or financial position of AT&T Comcast
after the completion of the AT&T Comcast transaction.

COMCAST AT&T COMCAST AT&T BROADBAND
HISTORICAL PRO FORMA GROUP HISTORICAL

Book Value per common share:

September 30, 2001.........0000uoonn. $ 15.70 $ 27.67 $12.27

December 31, 2000..... ...t $ 15.00 —— 12.25
Net income (loss) before extraordinary

items and cumulative effect of

accounting change per common

share —-- basic:

For the nine months ended September

30, 2001 ...t e e $ 0.58 $ (0.81) $(0.85)
For the year ended December 31,

Net income (loss) before extraordinary
items and cumulative effect of
accounting change per common
share —- diluted:
For the nine months ended September
30, 2001 ...ttt e e e $ 0.56 $ (0.81) $(0.85)
For the year ended December 31,

COMPARATIVE MARKET PRICE INFORMATION

Shares of Comcast Class A Special common stock are listed on The Nasdag
Stock Market under the symbol "CMCSK" and shares of Comcast Class A common stock
are listed on The Nasdag Stock Market under the symbol "CMCSA." The Comcast
Class B common stock is not publicly traded. AT&T Broadband Group has been an
integrated business of AT&T and its common stock is not publicly traded. AT&T
Broadband Group did not pay any dividends on its capital stock during the
periods indicated in the table below. The following table sets forth, for the
periods indicated, the high and low sales prices paid per share of Comcast Class
A Special common stock and Comcast Class A common stock, as furnished by The
Nasdag Stock Market, and dividends paid on such classes of common stock (as
adjusted for Comcast's two-for-one stock split in the form of a 100% stock
dividend in May 1999). For current price information, you should consult
publicly available sources.

AT&T BROAD
GROUP PRO
EQUIVALE

$(0.28
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COMCAST CLASS A SPECIAL
COMMON STOCK

COMCAST CLASS A
COMMON STOCK

DIVIDENDS DIVIDEND

CALENDAR PERIOD HIGH LOW PAID HIGH LOW PAID
1998

Fourth Quarter........cceuiieieennnnn. $29.50 $20.28 $.0117 $28.94 $20.13 $.0117
1999

First Quarter........ceuiiiiinennnnn. $38.56 $29.63 $.0117 $37.34 $28.94 $.0117

Second QUATEET . v v it ittt et ettt 42.00 29.44 39.69 28.38

Third QUATLETr. ...ttt eeeeennn 41.56 32.63 38.56 29.44

Fourth Quarter....... .. iennenn.. 56.50 35.69 53.13 32.06
2000

First QUArter ..ttt t et e eeeennn $54 .56 $38.31 $51.44 $36.25

Second QUATEET . v v it ittt et ettt e e 44,19 29.75 41.75 29.75

Third QUATLETr. ...ttt eee e 41.06 31.06 40.69 30.75

Fourth Quarter....... .. iiennenn.. 43.94 34.00 43.94 33.88
2001

First Quarter...v.u .o ettt it $45.88 $38.69 $45.25 $38.06

Second QUATEET . v v it ittt et e ettt 45.50 39.50 44,75 38.88

Third QUATLETr. ...ttt eeeeennn 43.30 32.51 42.70 32.79

Fourth Quarter....... ... 40.18 35.19 40.06 34.95
2002

First Quarter (Through February
N 1 T

The following table sets forth the high and low sales prices per share of
Comcast Class A Special common stock and Comcast Class A common stock, as
furnished by The Nasdag Stock Market, on July 6, 2001, the last full trading day
before Comcast publicly announced its proposal to AT&T to acquire AT&T's
broadband business, on December 19, 2001, the last full trading day prior to the
public announcement of the AT&T Comcast transaction, and on [ 1,
2002, the last trading day for which this information could be calculated prior
to the date of this document:

COMCAST CLASS A

SPECIAL COMMON

COMCAST CLASS A

STOCK COMMON STOCK
HIGH LOW HIGH LOW
July 6, 2000 . ...ttt e e i e e e $42.79 $42.08 $42.09 $41.46
December 19, 2001... ... .ttt ittt 39.15 37.75 39.13 37.80
[ 1, 2002, i e e e

RISK FACTORS
RISK FACTORS RELATING TO THE AT&T COMCAST TRANSACTION
In addition to the other information contained in or incorporated by

reference in this document, you should carefully consider the following risk
factors in deciding whether to vote for approval and adoption of the merger
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agreement and the transactions contemplated by the merger agreement.

Merger Consideration Subject to Adjustment Only in Limited
Circumstances. Upon completion of the mergers, all shares of Comcast common
stock and AT&T Broadband common stock will be converted into shares of AT&T
Comcast common stock. Except as described in the next paragraph, the exchange
ratios applicable to the mergers are fixed, and the per share number of shares
of AT&T Comcast common stock to be issued to Comcast shareholders in the Comcast
merger and to AT&T Broadband shareholders in the AT&T Broadband merger will not
be adjusted to reflect the economic performance of either Comcast or AT&T
Broadband between the date of the execution of the merger agreement and the
completion of the mergers. Accordingly, a Comcast shareholder or AT&T Broadband
shareholder will not receive any additional shares of AT&T Comcast common stock
in the mergers if the economic performance of its company improves relative to
the economic performance of the other company between the date of the execution
of the merger agreement and the completion of the mergers.

AT&T Comcast will issue up to 1.235 billion shares of AT&T Comcast common
stock to holders of AT&T Broadband common stock in the AT&T Broadband merger
(excluding 115 million shares to be issued to an affiliate of Microsoft in the
QUIPS exchange transaction). The number of shares of AT&T Comcast common stock
that AT&T Comcast will issue in the AT&T Broadband merger to each holder of AT&T
Broadband common stock in exchange for each of such holder's shares of AT&T
Broadband common stock (the "AT&T Broadband exchange ratio") will be calculated
pursuant to the formula included in "Description of the AT&T Comcast Transaction
Agreements —- The Merger Agreement —-- Calculation of the AT&T Broadband Exchange
Ratio." If the AT&T Broadband exchange ratio were determined as of the date of
this document, the AT&T Broadband exchange ratio would be approximately
However, since the AT&T Broadband exchange ratio is calculated by reference to
the number of shares of AT&T Broadband common stock that is outstanding at the
completion of the AT&T Comcast transaction and the cost to AT&T Comcast of
assuming certain stock options and stock appreciation rights that are held by
employees of AT&T Broadband and former employees of AT&T and AT&T Broadband, the
exchange ratio will change if any of these variables change between the date of
this document and the date on which the AT&T Broadband merger occurs.
Accordingly, holders of AT&T Broadband common stock may receive less than
approximately of a share of AT&T Comcast common stock in exchange for each
of their shares of AT&T Broadband common stock in the AT&T Broadband merger.

AT&T Comcast May Fail to Realize the Anticipated Benefits of the AT&T
Comcast Transaction. The AT&T Comcast transaction will combine two companies
that have previously operated separately. Comcast and AT&T Broadband expect to
realize cost savings and other financial and operating benefits as a result of
the AT&T Comcast transaction. However, Comcast and AT&T Broadband cannot predict
with certainty when these cost savings and benefits will occur, or the extent to
which they actually will be achieved. There are a large number of systems that
must be integrated, including management information, purchasing, accounting and
finance, sales, billing, payroll and benefits and regulatory compliance. The
integration of Comcast and AT&T Broadband will also require substantial
attention from management. The diversion of management attention and any
difficulties associated with integrating Comcast and AT&T Broadband could have a
material adverse effect on AT&T Comcast's operating results and on the value of
AT&T Comcast common stock.

Regulatory Agencies May Impose Conditions on Approvals Relating to the
Mergers. Before the AT&T Comcast transaction may be completed, various
approvals must be obtained from, or notifications submitted to, among others,
the Antitrust Division of the U.S. Department of Justice, the Federal Trade
Commission, the FCC and numerous state and local authorities. These governmental
entities may attempt to condition their approval of the AT&T Comcast
transaction, or of the transfer to AT&T Comcast of
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licenses and other entitlements, on the imposition of certain conditions that
could have a material adverse effect on AT&T Comcast's operating results and on
the value of AT&T Comcast common stock.

Comcast and AT&T have agreed to use their best efforts to obtain all
regulatory approvals that are necessary or advisable in connection with the AT&T
Comcast transaction. In addition, Comcast and AT&T have also agreed to take all
actions necessary to obtain termination of the applicable waiting periods under
the Hart-Scott-Rodino Antitrust Improvements Act of 1976 relating to the AT&T
Comcast transaction and to obtain all consents of the FCC required to complete
the AT&T Comcast transaction.

AT&T Comcast Will Have to Abide by Restrictions to Preserve the Tax
Treatment of the AT&T Comcast Transaction. Because of the limitations imposed
by Section 355(e) of the Internal Revenue Code of 1986, as amended, or the
"Code," and by the separation and distribution agreement, the ability of AT&T
Comcast and AT&T Broadband to engage in certain acquisitions, redeem stock or
issue equity securities will be limited for a period of 25 months following the
AT&T Broadband spin-off. See "Description of the AT&T Comcast Transaction
Agreements —-- The Separation and Distribution Agreement —-- Post-Spin-off
Transactions." These restrictions may limit the ability of AT&T Comcast to
engage in certain business transactions that otherwise might be advantageous to
AT&T Comcast shareholders.

AT&T Comcast and its Subsidiaries May Have Difficulty Obtaining Financing
on Satisfactory Terms. To complete the AT&T Comcast transaction, Comcast will
seek to arrange financing to repay any indebtedness owed by AT&T Broadband and
its subsidiaries to AT&T and its subsidiaries and to provide appropriate cash
reserves to fund the operations of AT&T Broadband and its subsidiaries after the
completion of the AT&T Comcast transaction. As of September 30, 2001, the amount
of indebtedness owed by AT&T Broadband to AT&T was $5.39 billion. Absent
additional deleveraging activities, it 1is expected that this figure will grow to
fund AT&T Broadband capital expenditures, operations, and third party debt
maturities and redemptions through completion of the AT&T Comcast transaction.
In addition, AT&T Comcast and its subsidiaries will require financing to
refinance certain debt securities of AT&T Broadband and its subsidiaries after
the completion of the AT&T Comcast transaction. See "Description of the AT&T
Comcast Transaction Agreements —-- The Merger Agreement —-- Covenants —-- Interim
Finance Committee." The amount of the required financing may significantly
increase in the event that the QUIPS exchange transaction does not occur and
Microsoft does not consent to the transfer of the QUIPS to AT&T Broadband. See
"Description of the AT&T Comcast Transaction Agreements —-- The Merger
Agreement —-- Covenants —-—- QUIPS Failure."

Comcast or AT&T Comcast or their subsidiaries, including AT&T Broadband,
may have difficulty obtaining the financing described in the preceding paragraph
on terms that are acceptable to it, if at all. If Comcast or AT&T Comcast or
their subsidiaries fail to obtain the necessary financing, such failure could
have a material adverse effect on the business and financial condition of AT&T
Comcast and its subsidiaries. If Comcast or AT&T Comcast or their subsidiaries
are unable to obtain the necessary financing, they may be forced to consider
other alternatives to raise the necessary funds, including sales of assets.

AT&T Comcast and its Subsidiaries May Not Obtain Investment-Grade Credit
Ratings. After completion of the AT&T Comcast transaction, AT&T Comcast and its
subsidiaries will have a significant amount of debt and debt-like obligations.
Although this amount will be reduced by $5 billion if the QUIPS exchange
transaction occurs, the credit ratings of AT&T Comcast and its subsidiaries
after completion of the AT&T Comcast transaction may be lower than the existing
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credit ratings of Comcast, AT&T's principal broadband subsidiaries and their
respective subsidiaries. In addition, it is possible that neither AT&T Comcast
nor any of its subsidiaries that issue debt may obtain an investment-grade
credit rating. The likelihood of lower or non-investment-grade credit ratings
for AT&T Comcast and its subsidiaries after completion of the AT&T Comcast
transaction will be increased if the QUIPS exchange transaction, which is not a
condition to the completion of the AT&T Comcast transaction, does not occur.
Differences in credit ratings would affect the interest rates charged on
financings, as well as the amounts of indebtedness, types of financing
structures and debt markets that may be available to AT&T Comcast and

I-30

its subsidiaries. In addition, the failure of certain subsidiaries of AT&T
Comcast to maintain certain credit ratings during the period that is 90 days
before and after the completion of the AT&T Comcast transaction could trigger
put rights on the part of holders of up to $5.3 billion of debt as of the date
of this document, which would require AT&T Comcast to obtain additional
financing. Accordingly, a downgrade in the existing credit ratings of Comcast,
AT&T's principal broadband subsidiaries and their respective subsidiaries or the
failure of AT&T Comcast and its subsidiaries to obtain investment-grade credit
ratings, in each case upon completion of the AT&T Comcast transaction, could
have a material adverse effect on AT&T Comcast's operating results and on the
value of AT&T Comcast common stock.

The Voting Power of AT&T Comcast's Principal Shareholder May Discourage
Third Party Acquisitions of AT&T Comcast at a Premium. After completion of the
AT&T Comcast transaction, Brian L. Roberts will have significant control over
the operations of AT&T Comcast through his control of Sural LLC, which as a
result of its ownership of all outstanding shares of AT&T Comcast Class B common
stock, will hold a nondilutable 33 1/3% of the combined voting power of AT&T
Comcast stock and will also have separate approval rights over certain material
transactions involving AT&T Comcast. See "Certain Legal
Information —-- Description of AT&T Comcast Capital Stock —-—- AT&T Comcast Class B
Common Stock." In addition, upon completion of the AT&T Comcast transaction,
Brian L. Roberts will be the CEO and President of AT&T Comcast and will,
together with the Chairman of the Board of AT&T Comcast, comprise the Office of
the Chairman, AT&T Comcast's principal executive deliberative body. The extent
of Brian L. Roberts's control over AT&T Comcast may have the effect of
discouraging offers to acquire AT&T Comcast and may preclude holders of AT&T
Comcast common stock from receiving any premium above market price for their
shares that may be offered in connection with any attempt to acquire control of
AT&T Comcast.

The Historical Financial Information of AT&T Broadband Group After the AT&T
Broadband Spin-off May Not Be Representative of its Results Without the Other
AT&T Businesses and Therefore Is Not a Reliable Indicator of Its Historical or
Future Results. AT&T Broadband Group is currently a fully integrated business
unit of ATT consequently, the financial information of AT&T Broadband Group
included in this document has been derived from the consolidated financial
statements and accounting records of AT&T and reflects certain assumptions and
allocations. The financial position, results of operations and cash flows of
AT&T Broadband Group without the other AT&T businesses could differ from those
that would have resulted had AT&T Broadband Group operated with the other AT&T
businesses.

Shares of AT&T Comcast Issued in the AT&T Broadband Merger May Not Be
Included in the Standard & Poor's 500 Index. In the merger agreement, each of
AT&T, Comcast and AT&T Comcast agreed to use its reasonable best efforts to have
the shares issued to holders of AT&T Broadband common stock in the AT&T
Broadband merger included in the Standard & Poor's 500 Index. However, the
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decision as to whether or not these securities are included in the index will be
made by Standard & Poor's, Inc. and they may decide not to include them. If
these securities are not included in that index, there could be downward
pressure on the trading prices of those securities. Although in some cases AT&T
Comcast will issue additional shares to former shareholders of AT&T Broadband if
there is a trading disparity between the shares issued to former shareholders of
Comcast and shares issued in the AT&T Broadband merger, the number of shares
AT&T Comcast 1s required to issue is limited and is calculated as of a set time
and as a result may not adequately compensate shareholders for any downward
price pressure resulting from the failure of these securities to be included in
that index. For more information, see "Description of the Transaction

Agreements —- The Merger Agreement —-- Merger Consideration —-- Potential
Additional Payments."

Atypical Governance Arrangements. In connection with the AT&T Comcast
transaction, AT&T Comcast will implement a number of governance arrangements
that are atypical for a large, publicly held corporation. A number of these
arrangements relate to the election of the AT&T Comcast Board. The term of the
AT&T Comcast Board upon completion of the AT&T Comcast transaction will not
expire until the 2005 annual meeting of AT&T Comcast shareholders. Since AT&T
Comcast shareholders will not have the right to call special meetings of
shareholders or act by written consent and AT&T Comcast
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directors will be able to be removed only for cause, AT&T Comcast shareholders
will not be able to replace the initial AT&T Comcast Board members prior to that
meeting. After the 2005 annual meeting of AT&T Comcast shareholders, AT&T
Comcast directors will be elected annually. Even then, however, it will be
difficult for an AT&T Comcast shareholder (other than Sural LLC or a successor
entity controlled by Brian L. Roberts) to elect a slate of directors of its own
choosing to the AT&T Comcast Board. Brian L. Roberts, through his control of
Sural LLC or a successor entity, will hold a 33 1/3% nondilutable voting
interest in AT&T Comcast stock. In addition, AT&T Comcast will adopt a
shareholder rights plan upon completion of the AT&T Comcast transaction that
will prevent any holder of AT&T Comcast stock (other than any holder of AT&T
Comcast Class B common stock or any of such holder's affiliates) from acquiring
AT&T Comcast stock representing more than 10% of AT&T Comcast's voting power
without the approval of the AT&T Comcast Board.

In addition to the governance arrangements relating to the AT&T Comcast
Board, Comcast and AT&T have agreed to a number of governance arrangements which
will make it difficult to replace the senior management of AT&T Comcast. Upon
completion of the AT&T Comcast transaction, C. Michael Armstrong, Chairman of
the Board and CEO of AT&T, will be the Chairman of the Board of AT&T Comcast and
Brian L. Roberts, President of Comcast, will be the CEO and President of AT&T
Comcast. After the 2005 annual meeting of AT&T Comcast shareholders, Brian L.
Roberts will also be the Chairman of the Board of AT&T Comcast. Prior to the
fifth anniversary of the 2005 annual meeting of AT&T Comcast shareholders,
unless Brian L. Roberts ceases to be Chairman of the Board or CEO of AT&T
Comcast prior to such time, the Chairman of the Board and CEO of AT&T Comcast
will be able to be removed only with the approval of at least 75% of the entire
AT&T Comcast Board. This supermajority removal requirement will make it unlikely
that C. Michael Armstrong or Brian L. Roberts will be removed from their
management positions.

For a more detailed description of these and other AT&T Comcast governance
arrangements that will be in effect upon completion of the AT&T Comcast
transaction, see "Description of Governance Arrangements Following the AT&T
Comcast Transaction."
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Directors of Comcast and AT&T Have Potential Conflicts of Interest. A
number of directors of Comcast and AT&T who recommend that you vote in favor of
the AT&T Comcast transaction have interests in the AT&T Comcast transaction that
are different from, or in addition to, yours. These interests include the
potential for positions as directors or executive officers of AT&T Comcast,
funding of benefits in trust, employment agreements with AT&T Comcast,
acceleration of vesting of AT&T Broadband equity awards as a result of the AT&T
Comcast transaction and the right to continued indemnification and insurance
coverage by AT&T Comcast for acts or omissions occurring prior to the AT&T
Comcast transaction. These interests may have influenced these directors in
making their recommendation that you vote in favor of the AT&T Comcast
transaction. For a description of these interests, see "Employee Benefits
Matters —-- Interests of Directors and Officers in the AT&T Comcast Transaction."

New Trading Market. As AT&T and Comcast complete the AT&T Comcast
transaction, shares of AT&T Comcast common stock will begin trading publicly for
the first time. Until an orderly trading market for AT&T Comcast common stock
develops, and after that time as well, there may be significant fluctuations in
price.

Dividends. AT&T shareholders have historically received quarterly
dividends from AT&T. AT&T Comcast does not currently intend to pay dividends
after completion of the AT&T Comcast transaction.

Additional Risk Factors. For a description of additional risk factors, see
"The AT&T Comcast Transaction —-—- Comcast's Reasons for the AT&T Comcast
Transaction" and "The AT&T Comcast Transaction —-- AT&T's Reasons for the AT&T

Comcast Transaction."

RISK FACTORS FOR AT&T RELATING TO THE AT&T COMCAST TRANSACTION, INCLUDING THE
PROPOSED AT&T BROADBAND SPIN-OFF

Holders of shares of AT&T common stock should also consider the following
risk factors in deciding whether to vote for approval and adoption of the merger
agreement and the transactions contemplated by the merger agreement, including
the AT&T Broadband spin-off.

The AT&T Broadband Spin-off May Materially Adversely Impact AT&T's
Competitive Position. If the AT&T Comcast transaction is completed, AT&T and
AT&T Comcast will compete in some markets. Competition between AT&T's and AT&T
Comcast's business units in overlapping markets, including consumer markets
where cable, telephone and digital subscriber lines, or DSL, solutions may be
available at the same time, could result in material downward price pressure on
product or service offerings which could materially adversely impact the
companies. In addition, any incremental costs associated with operating as
separate entities may materially adversely affect the different businesses and
companies and their competitive positions. Synergies resulting from cooperation
and joint ownership among AT&T's businesses may be lost due to the proposed
transactions.

AT&T Will Have to Abide By Potentially Significant Restrictions to Preserve
the Tax Treatment of the AT&T Comcast Transaction. Because of the restrictions
imposed by Section 355(e) of the Code and by the separation and distribution
agreement, the ability of AT&T to engage in certain acquisitions, redeem stock
or issue equity securities will be limited for a period of 25 months following
the AT&T Broadband spin-off. These restrictions may limit the ability of AT&T to
engage in certain business transactions that otherwise might be advantageous to
AT&T shareholders.
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The AT&T Comcast Transaction is Conditioned on AT&T Obtaining Consents
Under a Substantial Amount of Indebtedness, Which May Involve Material Costs and
May Be Difficult to Complete. The AT&T Comcast transaction is conditioned on
AT&T's obtaining Note Consents (as described below), or having defeased,
purchased or acquired debt, in respect of series representing at least 90% in
aggregate principal amount of the securities issued under the AT&T indenture,
dated September 7, 1990, and outstanding as of December 19, 2001. At December
19, 2001, there was approximately $12.7 billion in aggregate principal amount
which was subject to this condition. "Note Consent" means, with respect to any
series of securities issued under the indenture, the consent to the transactions
contemplated by the separation and distribution agreement of the holders of at
least a majority in aggregate principal amount of such series to the AT&T
Broadband spin-off under a substantial portion of AT&T's long-term indebtedness.
AT&T may seek to obtain these consents through a variety of measures. Although
AT&T Comcast has agreed to bear a portion of the related costs, the consent
process and any related transaction may result in increased costs for, and
additional covenants imposed upon, AT&T. In addition, the consent process itself
involves a number of uncertainties and AT&T may not be able to complete it on a
timely basis on commercially reasonable terms.

If the AT&T Comcast Transaction is Completed, AT&T Will Need to Obtain
Financing on a Stand-Alone Basis. Following the AT&T Comcast transaction, AT&T
will have to raise financing with the support of a reduced pool of less
diversified assets, and AT&T may not be able to secure adequate debt or equity
financing on desirable terms. The cost to AT&T of financing without AT&T
Broadband Group may be materially higher than the cost of financing with AT&T
Broadband Group as part of AT&T.

AT&T's current long-term/short-term debt ratings are A-3/P-2 by Moody's,
BBB+/A-2 by Standard & Poor's, and A-/F-2 by Fitch. All long-term ratings are
under further review for further downgrade. The short-term ratings are not under
review. The credit rating of AT&T following the AT&T Comcast transaction may be
different than the historical ratings of AT&T and different from what it would
be without the AT&T Comcast transaction. Differences in credit ratings affect
the interest rate charged on financings, as well as the amounts of indebtedness,
types of financing structures and debt markets that may be available to AT&T
following the AT&T Comcast transaction. AT&T may not be able to raise the
capital it requires on favorable terms following the AT&T Comcast transaction.
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The Historical Financial Information of AT&T Excluding AT&T Broadband Group
May Not Be Representative of its Results Without AT&T Broadband Group and
therefore is Not a Reliable Indicator of its Historical or Future Results. AT&T
currently includes AT&T Broadband Group as a fully integrated business unit of
ATT consequently the financial information of AT&T without AT&T Broadband
Group included in this document has been derived from the consolidated financial
statements and accounting records of AT&T and reflects certain assumptions and
allocations. The financial position, results of operations and cash flows of
AT&T without AT&T Broadband Group could differ from those that would have
resulted had AT&T operated without AT&T Broadband Group or as an entity
independent of AT&T Broadband Group.

AT&T Could Incur Material U.S. Federal Income Tax Liabilities in Connection
with the AT&T Comcast Transaction. AT&T may incur material U.S. federal income
tax liabilities as a result of certain issuances of shares or change of control
transactions with respect to AT&T Comcast, Liberty Media Corporation or AT&T
Wireless Services, Inc. Under Section 355(e) of the Code, a split-off/spin-off
that is otherwise tax free may be taxable to the distributing company (i.e.,
AT&T) if, as a result of certain transactions occurring generally within a
two-year period after the split-off/spin-off, non-historic shareholders acquire
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50% or more of the distributing company or the spun-off company. It is possible
that transactions with respect to AT&T could cause all three split-offs or
spin-offs to be taxable to AT&T.

Under separate intercompany agreements between AT&T and each of Liberty
Media Corporation, AT&T Wireless and AT&T Broadband Corp., AT&T generally will
be entitled to indemnification from the spun-off company for any tax liability
that results from the split-off or spin-off failing to qualify as a tax-free
transaction, unless, in the case of AT&T Wireless and AT&T Comcast, the tax
liability was caused by post split-off or spin-off transactions with respect to
the stock or assets of AT&T. AT&T Comcast's indemnification obligation is
generally limited to 50% of any tax liability that results from the split-off or
spin-off failing to qualify as tax free, unless such liability was caused by a
post split-off or spin-off transaction with respect to the stock or assets of
AT&T Comcast.

If one or more of the split-offs or spin-offs were taxable to AT&T and AT&T
were not indemnified for this tax liability, the liability could have a material
adverse effect on AT&T. To the extent AT&T is entitled to an indemnity with
respect to the tax liability, AT&T would be required to collect the claim on an
unsecured basis.

The Total Value of the Securities Following the AT&T Comcast Transaction
Might be Less Than the Value of AT&T Common Stock Without the Transaction. If
AT&T completes the AT&T Comcast transaction, holders of AT&T common stock that
do not dispose of those shares of AT&T common stock eventually will own a new
security -- shares of AT&T Comcast —-—- in addition to their shares of AT&T common
stock. The aggregate value of the shares of AT&T Comcast and of the shares of
AT&T common stock securities could be less than what the value of AT&T common
stock would have been if the AT&T Comcast transaction were not completed. The
trading price of AT&T common stock may decline as a result of the AT&T Comcast
transaction or as a result of other factors.

As AT&T completes the AT&T Comcast transaction, shares of AT&T Comcast will
begin trading publicly for the first time. Until orderly trading markets develop
for each of these new securities, and after that time as well, there may be
significant fluctuations in price.

RISK FACTORS RELATING TO THE BUSINESS OF AT&T COMCAST

Actual Financial Position and Results of Operations of AT&T Comcast May
Differ Significantly and Adversely From the Pro Forma Amounts Reflected in this
Document. Assuming completion of the AT&T Comcast transaction, the actual
financial position and results of operations of AT&T Comcast may differ, perhaps
significantly and adversely, from the pro forma amounts reflected in the AT&T
Comcast Corporation Unaudited Pro Forma Combined Condensed Financial Statements
included in this document due to a variety of factors, including access to
additional information, changes in value not currently identified and changes in
operating results between the date of the pro forma financial data and the date
on which the AT&T Comcast transaction is completed.

In addition, in many cases each of Comcast and AT&T Broadband Group has
long-term agreements, in some cases with the same counterparties, for the same
services and products, such as programming, billing services and interactive
programming guides. Comcast and AT&T Broadband Group cannot disclose the terms
of many of these contracts to each other because of confidentiality provisions
included in these contracts or other legal restrictions. For this and other
reasons, it is not clear, in the use of certain services and products, whether
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after completion of the AT&T Comcast transaction each of the existing agreements
will continue to apply only to the operations to which they have historically
applied or whether instead one of the two contracts will apply to the operations
of both companies and the other contract will be terminated. Since these
contracts often differ significantly in their terms, resolution of these
contractual issues could cause the actual financial position and results of
operations of AT&T Comcast to differ significantly and adversely from the pro
forma amounts reflected in the AT&T Comcast Corporation Unaudited Pro Forma
Combined Condensed Financial Statements included in this document.

Programming Costs Are Increasing and AT&T Comcast May Not Have the Ability
to Pass These Increases on to Its Customers, Which Would Materially Adversely
Affect Its Cash Flow and Operating Margins. Programming costs are expected to
be AT&T Comcast's largest single expense item. In recent years, the cable and
satellite video industries have experienced a rapid increase in the cost of
programming, particularly sports programming. This increase is expected to
continue, and AT&T Comcast may not be able to pass programming cost increases on
to its customers. The inability to pass these programming cost increases on to
its customers would have a material adverse impact on its cash flow and
operating margins. In addition, as AT&T Comcast upgrades the channel capacity of
its systems and adds programming to its basic, expanded basic and digital
programming tiers, AT&T Comcast may face increased programming costs, which, in
conjunction with the additional market constraints on its ability to pass
programming costs on to its customers, may reduce operating margins.

AT&T Comcast also will be subject to increasing financial and other demands
by broadcasters to obtain the required consent for the transmission of broadcast
programming to its subscribers. Comcast and AT&T cannot predict the financial
impact of these negotiations or the effect on AT&T Comcast's subscribers should
AT&T Comcast be required to stop offering this programming.

AT&T Comcast Will Face a Wide Range of Competition in Areas Served by its
Cable Systems, Which Could Adversely Affect its Future Results of
Operations. AT&T Comcast's cable communications systems will compete with a
number of different sources which provide news, information and entertainment
programming to consumers. AT&T Comcast will compete directly with program
distributors and other companies that use satellites, build competing cable
systems in the same communities AT&T Comcast will serve or otherwise provide
programming and other communications services to AT&T Comcast's subscribers and
potential subscribers. In addition, federal law now allows local telephone
companies to provide directly to subscribers a wide variety of services that are
competitive with cable communications services. Some local telephone companies
provide, or have announced plans to provide, video services within and outside
their telephone service areas through a variety of methods, including broadband
cable networks, satellite program distribution and wireless transmission
facilities.

Additionally, AT&T Comcast will be subject to competition from
telecommunications providers and ISPs in connection with offerings of new and
advanced services, including telecommunications and Internet services. This
competition may materially adversely affect AT&T Comcast's business and
operations in the future.

AT&T Comcast Will Have Substantial Capital Requirements. AT&T Comcast
expects that its capital expenditures will exceed, perhaps significantly, its
net cash provided by operations, which may require it to obtain additional
financing. Failure to obtain necessary financing could have a material adverse
effect on AT&T Comcast.

Comcast and AT&T anticipate that AT&T Comcast will upgrade a significant
portion of its broadband systems over the coming years and make other capital
investments, including with respect to its advanced services. AT&T Comcast is
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expected to incur substantial capital expenditures in future years. The actual
amount of the funds required for capital expenditures may vary materially from
management's

estimate. The majority of these amounts is expected to be used to acquire
equipment (such as set-top boxes, cable modems and telephone equipment) and to
pay for installation costs for additional video and advanced services customers.
In addition, capital is expected to be used to upgrade and rebuild network
systems to expand bandwidth capacity and add two-way capability so that it may
offer advanced services. There can be no assurance that these amounts will be
sufficient to accomplish the planned system upgrades, equipment acquisitions and
expansion.

Comcast and AT&T Broadband Group also have commitments under certain of
their franchise agreements with local franchising authorities to upgrade and
rebuild certain network systems. These commitments may require capital
expenditures in order to avoid default and/or penalties.

Historically, AT&T Broadband Group's capital expenditures have
significantly exceeded its net cash provided by operations. For the year ended
December 31, 2000 and the nine months ended September 30, 2001, AT&T Broadband
Group's capital expenditures exceeded its net cash provided by operations by
$3.6 billion and $3.3 billion, respectively. In addition, for the year ended
December 31, 2000 and the nine months ended September 30, 2001, Comcast's
capital expenditures exceeded its net cash provided by operating activities by
$418 million and $437 million, respectively.

After completion of the AT&T Comcast transaction, AT&T and Comcast expect
that for some period of time AT&T Comcast's capital expenditures will exceed,
perhaps significantly, its net cash provided by operating activities. This may
require AT&T Comcast to obtain additional financing. AT&T Comcast may not be
able to obtain or to obtain on favorable terms the capital necessary to fund the
substantial capital expenditures described above that are required by its
strategy and business plan. A failure to obtain necessary capital or to obtain
necessary capital on favorable terms could have a material adverse effect on
AT&T Comcast and result in the delay, change or abandonment of AT&T Comcast's
development or expansion plans.

Entities that Will Be Included in AT&T Comcast Are Subject to Long-Term
Exclusive Agreements that May Limit Their Future Operating Flexibility and
Materially Adversely Affect AT&T Comcast's Financial Results. Entities
currently attributed to AT&T Broadband Group, and which will be subsidiaries of
AT&T Comcast, may be subject to long-term agreements relating to significant
aspects of AT&T Broadband Group's operations, including long-term agreements for
video programming, audio programming, electronic program guides, billing and
other services. For example, TCI Communications, Inc. and Satellite Services,
Inc., both affiliates of TCI, are parties to an affiliation term sheet with
Starz Encore Group, an affiliate of Liberty Media Group, which extends to 2022
and provides for a fixed price payment (subject to adjustment for various
factors, including inflation) and may require AT&T Broadband to pay two-thirds
of Starz Encore Group's programming costs above levels designated in the term
sheet. Satellite Services, Inc. also entered into a ten-year agreement with TV
Guide in January 1999 for interactive program guide services, which designates
TV Guide Interactive as the interactive programming guide for AT&T Broadband
systems. Furthermore, a subsidiary of AT&T Broadband is party to an agreement
that does not expire until December 31, 2012 under which it purchases certain
billing services from an unaffiliated third party. The price, terms and
conditions of the Starz Encore term sheet, the TV Guide agreement and the
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billing agreement may not reflect the current market and if one or more of these
arrangements continue to apply to AT&T Broadband after completion of the AT&T
Comcast transaction, they may materially adversely impact the financial
performance of AT&T Comcast.

By letter dated May 29, 2001, AT&T Broadband Group disputed the
enforceability of the excess programming pass through provisions of the Starz
Encore term sheet and questioned the validity of the term sheet as a whole. AT&T
Broadband Group also has raised certain issues concerning the uncertainty of the
provisions of the term sheet and the contractual interpretation and application
of certain of its provisions to, among other things, the acquisition and
disposition of cable systems. In July 2001, Starz Encore Group filed suit
seeking payment of the 2001 excess programming costs and a declaration that the
term sheet is a binding and enforceable contract. In October 2001, AT&T
Broadband Group and Starz Encore Group agreed to stay the litigation until
August 31, 2002 to allow the parties time to continue negotiations toward a
potential business resolution of this dispute. The Court granted the stay on
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October 30, 2001. The terms of the stay order allow either party to petition the
Court to 1lift the stay after April 30, 2002 and to proceed with the litigation.

AT&T Comcast Will Be Subject to Regulation by Federal, State and Local
Governments. The federal, state and local governments extensively regulate the
cable communications industry. Comcast and AT&T expect that court actions and
regulatory proceedings will refine the rights and obligations of various
parties, including the government, under the Communications Act of 1934, as
amended. The results of these judicial and administrative proceedings may
materially affect AT&T Comcast's business operations. Local authorities grant
Comcast and AT&T Broadband franchises that permit them to operate their cable
systems. AT&T Comcast will have to renew or renegotiate these franchises from
time to time. Local franchising authorities often demand concessions or other
commitments as a condition to renewal or transfer, which concessions or other
commitments could be costly to obtain.

AT&T Comcast Will Be Subject to Additional Regulatory Burdens in Connection
With the Provision of Telecommunications Services, Which Could Cause It to Incur
Additional Costs. AT&T Comcast will be subject to risks associated with the
regulation of its telecommunications services by the FCC and state public
utilities commissions, or PUCs. Telecommunications companies, including
companies that have the ability to offer telephone services over the Internet,
generally are subject to significant regulation. This regulation could
materially adversely affect AT&T Comcast's business operations.

AT&T Comcast's Competition May Increase Because of Technological Advances
and New Regulatory Requirements, Which Could Adversely Affect its Future Results
of Operations. Over the past several years, a number of companies, including
telephone companies and Internet Service Providers, commonly known as ISPs, have
asked local, state and federal government authorities to mandate that cable
communications operators provide capacity on their broadband infrastructure so
that these companies and others may deliver Internet and other interactive
television services directly to customers over these cable facilities. Some
cable operators, including Comcast and AT&T Broadband, have initiated litigation
challenging municipal efforts to unilaterally impose so-called "open access"
requirements. The few court decisions dealing with this issue have been
inconsistent. The FCC recently initiated a regulatory proceeding to consider
"open access" and related regulatory issues, and in connection with its review
of the AOL-Time Warner merger, imposed, together with the Federal Trade
Commission, "open access," technical performance and other requirements related
to the merged company's Internet and Instant Messaging platforms. Whether the
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policy framework reflected in these agencies' merger reviews will be imposed on
an industry-wide basis or in connection with the AT&T Comcast transaction is
uncertain. In addition, numerous companies, including telephone companies, have
introduced Digital Subscriber Line technology, known as DSL, which will allow
Internet access to subscribers at data transmission speeds equal to or greater
than that of modems over conventional telephone lines.

Comcast and AT&T expect other advances in communications technology, as
well as changes in the marketplace and the regulatory and legislative
environment, to occur in the future. Other new technologies and services may
develop and may compete with services that cable communications systems offer.
The success of these ongoing and future developments could have a negative
impact on AT&T Comcast's business and operations.

AT&T Comcast, Through AT&T Broadband, Will Have Substantial Economic
Interests in Joint Ventures in Which It Will Have Limited Management
Rights. AT&T Broadband Group is a partner in several large joint ventures, such
as Time Warner Entertainment, Texas Cable Partners and Kansas City Cable
Partners, in which it has a substantial economic interest but does not have
substantial control with regard to management policies or the selection of
management. These joint ventures may be managed in a manner contrary to the best
interests of AT&T Comcast, and the value of AT&T Comcast's investment, through
AT&T Broadband, in these joint ventures may be affected by management policies
that are determined without input from AT&T Comcast or over the objections of
AT&T Comcast.

RISK FACTOR RELATING TO AT&T'S CREDIT RATING

The AT&T Comcast transaction, if implemented as proposed, would result in a
substantial reduction in AT&T's overall debt level. Nevertheless, the AT&T
Comcast transaction may not be completed and, even if it is completed, AT&T will
continue to have substantial indebtedness. As a result, AT&T shareholders should
consider the following additional risk.

The Financial Condition and Prospects of AT&T and the AT&T Groups May be
Materially Adversely Affected by Further Ratings Downgrades. In the fall of
2001, all of AT&T's long-term debt ratings were reduced and remain under review
for further downgrade. AT&T's current long-term ratings are A3 by Moody's, BBB+
by Standard & Poor's, and A- by Fitch. In addition, all three of AT&T's
short-term debt ratings were reduced in the fall of 2001, but are not under
further review. These ratings are currently P-2 by Moody's, A-2 by Standard and
Poor's, and F-2 by Fitch. Further ratings actions could occur at any time. As a
result, the cost of any new financings may be higher. Ratings downgrades by
Moody's and Standard & Poor's on the $10 billion AT&T global notes issued
November 2001 would also trigger an increase in the interest rate (by 25 basis
points for each rating notch downgraded) on these notes. Furthermore, with
additional ratings downgrades, AT&T may not have access to the commercial paper
market sufficient to satisfy its short-term borrowing needs. If necessary, AT&T
could access its short-term credit facilities which currently expire in December
2002 or increase its borrowings under its securitization program.

In addition, AT&T's $10 billion global offering includes provisions that
would allow investors to require AT&T to repurchase the notes under certain
conditions. These conditions include a maximum adjusted debt to EBITDA ratio
(adjusted) for pro forma AT&T excluding AT&T Broadband Group of no more than
2.75 times at specified times and a minimum rating of these notes of no lower
than Baa3 from Moody's and BBB- from Standard and Poor's. If the ratings are
Baa3 or BBB—-, the minimum rating requirement will be satisfied if the ratings
are not under review for downgrade or on CreditWatch with negative implications,
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respectively. If AT&T is required to repurchase the notes, it may not be able to
obtain sufficient financing in the timeframe required. In addition, such
replacement financing may be more costly or have additional covenants than
current debt.

To the extent that the combined outstanding short-term borrowings under the
bank credit facilities and AT&T's commercial paper program were to exceed the
market capacity for such borrowings at the expiration of the bank credit
facilities, AT&T's continued liquidity would depend upon its ability to reduce
such short-term debt through a combination of capital market borrowings, asset
sales, operational cash generation, capital expenditure reduction and other
means. AT&T's ability to achieve such objectives is subject to a risk of
execution and such execution could materially impact AT&T's operational results.
In addition, the cost of any capital market financing could be significantly in
excess of AT&T's historical financing costs. Also, AT&T could suffer negative
banking, investor, and public relations repercussions if AT&T were to draw upon
the bank facilities, which are intended to serve as a back-up source of
liquidity only. Such impacts could cause further deterioration in AT&T's cost of
and access to capital.

RISK FACTORS RELATING TO AT&T CONSUMER SERVICES GROUP TRACKING STOCK

Holders of shares of AT&T common stock should consider the following risk
factors in deciding whether to vote for approval of the AT&T Consumer Services
Group tracking stock proposal.

The Market Price of AT&T Consumer Services Group Tracking Stock May Not
Reflect the Financial Performance and Economic Value of AT&T Consumer Services
Group as Intended and May Not Effectively Track the Separate Performance of AT&T
Consumer Services Group. The market price of AT&T Consumer Services Group
tracking stock may not in fact reflect the financial performance and economic
value of AT&T Consumer Services Group as intended. Holders of AT&T Consumer
Services Group tracking stock will continue to be common shareholders of AT&T,
and, as such, will be subject to all risks associated with an investment in AT&T
and all of its businesses, assets and liabilities. The performance of AT&T as a
whole may affect the market price of AT&T Consumer Services Group tracking stock
or the market price could more independently reflect the performance of the
business of
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AT&T Consumer Services Group. Investors may discount the value of AT&T Consumer
Services Group tracking stock because it is part of a common enterprise with the
rest of the operations of AT&T rather than a stand-alone entity.

The Combined Market Prices of AT&T Common Stock and AT&T Consumer Services
Group Tracking Stock May Not Equal or Exceed the Market Price of AT&T Common
Stock Before the Distribution of AT&T Consumer Services Group Tracking Stock,
and No Market Currently Exists for AT&T Consumer Services Group Tracking Stock.
Investors may not assign values to AT&T common stock or AT&T Consumer Services
Group tracking stock based on the reported financial results and prospects of
the AT&T groups or the dividend policies established by the AT&T Board with
respect to that class of AT&T common stock.

Because there has been no prior market for AT&T Consumer Services Group
tracking stock, there can be no assurances as to how AT&T Consumer Services
Group tracking stock will trade or if an active market for AT&T Consumer
Services Group tracking stock will be maintained. In addition, AT&T does not
expect that shares of AT&T Consumer Services Group tracking stock will be
included in the Standard & Poor's 500 Index. The failure to be included in that
index could have an adverse effect on the market price of the shares. In
addition, AT&T cannot predict the market impact of some of the terms of AT&T
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- the relative voting rights of AT&T common stock and AT&T Consumer
Services Group tracking stock, and

— the discretion of the AT&T Board to make determinations affecting AT&T
Consumer Services Group tracking stock.

The AT&T Board Has the Flexibility to Treat AT&T Consumer Services Group
Tracking Stock a Number of Different Ways in the Event of a Future Merger or
Other Transaction Involving ATT the AT&T Board is Under No Obligation to
Select the Alternative that will Treat Holders Most Favorably.

The terms of AT&T Consumer Services Group tracking stock provide the AT&T
Board considerable flexibility in the event of a future merger or other
transaction involving AT&T. For example, depending on the circumstances, the
AT&T Board could

— exercise its right to redeem the shares of AT&T Consumer Services Group

o)

tracking stock for shares of AT&T common stock at a % premium;

- roll over the shares of AT&T Consumer Services Group tracking stock into
a comparable tracking stock of a new entity;

— redeem the shares of AT&T Consumer Services Group tracking stock in
connection with a tax—-free spin-off of AT&T Consumer Services Group; or

— redeem all or a portion of the shares of AT&T Consumer Services Group
tracking stock in exchange for the net after-tax proceeds of a
disposition of AT&T Consumer Services Group.

The holders of the shares of AT&T Consumer Services Group tracking stock
could receive consideration with very different values under each of the
alternatives. It is also possible that a particular alternative may not be
available in connection with a specific transaction. For example, AT&T may not
be able to structure a spin-off of AT&T Consumer Services Group on a tax—-free
basis at a particular time.

In selecting an alternative, the AT&T Board will make its determination
based on what is in the best interests of all shareholders of AT&T as a whole.
The AT&T Board has no duty to select the alternative that will result in the
best economic treatment for holders of the shares of AT&T Consumer Services
Group tracking stock. For example, the selection of an alternative may depend on
whether it is advisable for AT&T to dispose of AT&T Consumer Services Group in
connection with a particular transaction. The terms of AT&T Consumer Services
Group tracking stock provide that to the extent permitted by law neither the
holders of the shares of AT&T Consumer Services Group tracking stock nor the
holders of any

other class of common stock of AT&T will have any claim based on which
alternative the AT&T Board selects.

The Complex Nature of the Terms of AT&T Consumer Services Group Tracking
Stock, or Confusion in the Marketplace About What a Tracking Stock is, Could
Materially Adversely Affect the Market Prices of AT&T Consumer Services Group
Tracking Stock. Tracking stocks, like AT&T Consumer Services Group tracking
stock, are more complex than traditional common stock, and are not directly or
entirely comparable to common stock of companies that have been spun off by
their parent companies. The complex nature of the terms of AT&T Consumer
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Services Group tracking stock, and the potential difficulties investors may have
in understanding these terms, may materially adversely affect the market price
of AT&T Consumer Services Group tracking stock. Examples of these terms include:

— the discretion of the AT&T Board to make determinations affecting AT&T
Consumer Services Group tracking stock,

— AT&T's rights in the event of a proposed spin-off or disposition of
substantially all the assets of AT&T Consumer Services Group,

— the ability of AT&T to roll AT&T Consumer Services Group tracking stock
over into a tracking stock of a new entity in the event of a merger or
other business combination, or

— the ability of AT&T to convert shares of AT&T Consumer Services Group
tracking stock into shares of AT&T common stock.

Confusion in the marketplace about what a tracking stock is and what it is
intended to represent, and/or investors' reluctance to invest in tracking
stocks, also could materially adversely affect the market price of AT&T Consumer
Services Group tracking stock.

Holders of AT&T Common Stock and AT&T Consumer Services Group Tracking
Stock will be Shareholders of One Company and, Therefore, Financial Impacts on
One AT&T Group Could Affect the Other AT&T Group. Holders of AT&T common stock
and AT&T Consumer Services Group tracking stock all will be common shareholders
of AT&T. As such, they will be subject to various risks associated with an
investment in a single company and all of AT&T's businesses, assets and
liabilities. Financial effects arising from one AT&T group that affect AT&T's
consolidated results of operations or financial condition could, if significant,
affect the combined results of operations or financial position of the other
AT&T group or the market price of the class of common shares relating to the
other AT&T group.

In addition, if AT&T or any of its subsidiaries were to incur significant
indebtedness on behalf of an AT&T group, including indebtedness incurred or
assumed in connection with an acquisition or investment, it could affect the
credit rating of AT&T and its subsidiaries. This, in turn, could increase the
borrowing costs of the other AT&T group and AT&T as a whole. Net losses of
either AT&T group and dividends or distributions on shares of any class of
common or preferred stock will reduce the funds of AT&T legally available for
payment of future dividends on each of AT&T common stock and AT&T Consumer
Services Group tracking stock. For these reasons, you should read AT&T's
consolidated financial information together with the financial information of
AT&T Consumer Services Group.

Holders of AT&T Consumer Services Group Tracking Stock will have Limited
Separate Shareholder Rights, and will have No Additional Rights Specific to AT&T
Consumer Services Group, Including Direct Voting Rights. Holders of AT&T
Consumer Services Group tracking stock will not have any direct voting rights in
AT&T Consumer Services Group, except to the extent required under AT&T's charter
or by New York law. AT&T will not hold separate meetings for holders of AT&T
Consumer Services Group tracking stock. When a vote is taken on any matter as to
which all of AT&T's common shares are voting together as one class, any class or
series of AT&T's common shares that is entitled to more than the number of votes
required to approve the matter being voted upon will be in a position to control
the outcome of the vote on that matter.

Each share of AT&T common stock has one vote per share. Each share of AT&T
Consumer Services Group tracking stock will have [ ] of a vote per share.
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Holders of AT&T Consumer Services Group Tracking Stock May Have Potentially
Diverging Interests from Holders of Other Classes of AT&T Capital Stock. The
existence of separate classes of AT&T common stock could give rise to occasions
when the interests of the holders of AT&T common stock and holders of AT&T
Consumer Services Group tracking stock diverge, conflict or appear to diverge or
conflict. Examples include determinations by the AT&T Board to:

— set priorities for use of capital and debt capacity, including by loaning
the cash flow of AT&T Consumer Services Group to AT&T Business Services
Group, making it currently unavailable to support the growth and
operations of AT&T Consumer Services Group,

- pay or omit the payments of dividends on AT&T common stock or AT&T
Consumer Services Group tracking stock,

- approve dispositions of assets attributed to either AT&T group,
- formulate public policy positions for AT&T,
— establish material commercial relationships between the AT&T groups, and

- make operational, financial and purchasing decisions with respect to one
AT&T group that could be considered to be detrimental to the other AT&T
group.

- take positions on public policy or regulatory matters that benefit one
AT&T group more than the other AT&T group or that have disproportionate
impacts on the individual groups.

A Decision by the AT&T Board to Dispose of Assets Attributed to AT&T
Consumer Services Group Could have a Material Adverse Impact on the Trading
Price of AT&T Consumer Services Group Tracking Stock. Assuming AT&T Consumer
Services Group's assets at the applicable time continue to represent less than
substantially all of the assets of AT&T as a whole, the AT&T Board could, in its
sole discretion and without shareholder approval, approve sales and other
dispositions of all or any portion of the assets of AT&T Consumer Services
Group.

In the event of a disposition of all or substantially all of the properties
and assets attributed to AT&T Consumer Services Group, generally defined as 80%
or more of the fair value of AT&T Consumer Services Group, with several
exceptions, AT&T will be required under AT&T's charter to:

— convert each outstanding share of the affected tracking stock into shares

)

of AT&T common stock at a [ 1% premium, or

— distribute cash and/or securities, other than AT&T common stock, or other
property equal to the fair value of the net after-tax proceeds from that
disposition allocable to AT&T Consumer Services Group tracking stock, or

— take a combination of the actions described in the preceding bullet
points.

If a disposition of this type occurs, since holders may only receive an amount
determined by reference to net after-tax proceeds, the disposition could have a

material adverse impact on AT&T Consumer Services Group tracking stock.

The AT&T Board is not required to select the option that would result in
the distribution with the highest value to the holders of AT&T Consumer Services
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In addition, under New York law, the AT&T Board could decline to dispose of
AT&T Consumer Services Group assets, even if a majority of the holders of AT&T
Consumer Services Group tracking stock request this disposition.

AT&T May Make Operational and Financial Decisions that Benefit One AT&T
Group More than the Other AT&T Group. The AT&T Board could, in its sole
discretion, from time to time, make operational
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and financial decisions or implement policies that affect disproportionately the
businesses of either AT&T group. These decisions could include:

— allocation of financing opportunities in the public markets or the
refinancing of existing indebtedness,

— allocation of business opportunities, resources and personnel,
— loans or other transfers of funds from one group to the other,

- transfers of services or assets between the AT&T groups and other
inter—-group transactions, and

— purchasing decisions

that, in each case, may be suitable for one or both of the AT&T groups. Any of
these decisions may benefit one AT&T group more than the other AT&T group. For
example, the decision to obtain funds for one AT&T group may materially
adversely affect the ability of the other AT&T group to obtain funds sufficient
to implement its growth strategies or may increase the cost of those funds.

In addition, AT&T Consumer Services Group is subject to AT&T's existing
agreements or arrangements with third parties. These agreements or arrangements
currently may benefit both AT&T groups, as in the case of purchasing
arrangements, or may have the effect of limiting or impairing the AT&T groups'
respective business opportunities.

All of these decisions will be made by the AT&T Board in its good faith
business judgment, and in accordance with procedures and policies adopted by the
AT&T Board from time to time, including the AT&T Groups policy statement
described under "AT&T Consumer Services Group Tracking Stock —-- Relationship
between the AT&T Groups ——- The AT&T Groups Policy Statement."

The AT&T Board will have the Ability to Control Loans and Asset Transfers
Between the AT&T Groups. The AT&T Board may decide to transfer funds or other
assets between AT&T groups. Transfers of assets among the AT&T groups that the
AT&T Board designates as an equity contribution or repayment will result in a
change in AT&T's retained portion of the value of AT&T Consumer Services Group.
Any change in the retained portion of the value of AT&T Consumer Services Group
would be determined by reference to the then-current market value of AT&T
Consumer Services Group tracking stock as determined by the AT&T Board. This
increase or decrease, however, could occur at a time when AT&T Consumer Services
Group tracking stock is considered undervalued or overvalued.

Under the AT&T Groups policy statement, the AT&T groups may make loans to
each other at interest rates and on terms and conditions substantially
equivalent to the interest rates and terms and conditions that the AT&T groups
would be able to obtain from third parties without the benefit of support or
guarantee by AT&T. The actual rates of interest charged or paid by either of the
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AT&T groups in the future is uncertain and will depend on a variety of factors,
including the credit profile of the AT&T group and market conditions. As a
result, future interest rates charged or paid by either of the AT&T groups may
materially exceed those reflected in the financial statements included elsewhere
in this document.

The AT&T Board May Change the AT&T Groups Policy Statement or Bylaw
Amendment Related to the AT&T Groups Without Shareholder Approval. The AT&T
Board intends to adopt the AT&T Groups policy statement described in this
document to govern the relationship between AT&T groups and to amend AT&T's
bylaws to create the AT&T Groups capital stock committee that will oversee the
interaction between the AT&T groups. The AT&T Board may supplement, modify,
suspend or rescind the policies set forth in the AT&T Groups policy statement or
related bylaw amendment, or make additions or exceptions to them, in the sole
discretion of the AT&T Board, without approval of AT&T shareholders, although
there is no present intention to do so. The AT&T Board would make any of these
determinations, including any decision that would have disparate impacts upon
holders of AT&T common stock and AT&T Consumer Services Group tracking stock, in
a manner consistent with its fiduciary duties to AT&T and all of its common
shareholders. See "-- The fiduciary duties of the AT&T Board to more than one
class of common stock are not clear under New York law" for more information
regarding the AT&T

Board's fiduciary duties to AT&T shareholders. See "AT&T Consumer Services Group
Tracking Stock -- Relationship between the AT&T Groups" for a description of the
AT&T Groups policy statement and bylaw amendment.

It Will Likely Not be Possible for a Third Party to Acquire AT&T Consumer
Services Group Without AT&T's Consent. If AT&T Consumer Services Group were an
independent entity, any person interested in acquiring that entity without
negotiation with AT&T Consumer Services Group's management could seek control of
the outstanding stock of that entity by means of a tender offer or proxy
contest. Although the Consumer Services charter amendment will create a new
class of AT&T common stock that is intended to reflect the separate financial
performance and economic value of AT&T Consumer Services Group, a person
interested in acquiring only AT&T Consumer Services Group without negotiation
with AT&T's management still would be required to seek control of the voting
power represented by all of the outstanding capital stock of AT&T entitled to
vote on that acquisition, including shares of AT&T common stock. As a result,
this may discourage potential interested bidders from seeking to acquire AT&T
Consumer Services Group. See "-- Holders of AT&T Consumer Services Group
tracking stock will have limited separate shareholder rights, and will have no
additional rights specific to AT&T Consumer Services Group, including direct
voting rights" for more information on the rights of holders of AT&T Consumer
Services tracking stock. This inability of third parties directly to acquire
control of AT&T Consumer Services Group may materially adversely affect the
market price of AT&T Consumer Services Group tracking stock.

There will be No Board of Directors or Committee that Owes Any Separate
Fiduciary Duties to Holders of AT&T Consumer Services Group Tracking Stock,
Apart From Those Owed to AT&T Shareholders Generally. Each of the AT&T Board
and the AT&T Groups capital stock committee owes fiduciary duties to AT&T and
AT&T shareholders as a whole. AT&T Consumer Services Group will not have a
separate board of directors to represent solely the interests of the holders of
AT&T Consumer Services Group tracking stock. Consequently, there is no separate
board of directors or committee that owes any separate duties to the holders of
AT&T Consumer Services Group tracking stock.

The Fiduciary Duties of the AT&T Board to More Than One Class of Common
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Stock Are Not Clear Under New York Law. Although AT&T is not aware of any legal
precedent under New York law involving the fiduciary duties of directors of
corporations having two or more classes of common stock, or separate classes or
series of capital stock, principles of Delaware law established in cases
involving differing treatment of two classes of capital stock or two groups of
holders of the same class of capital stock provide that a board of directors
owes an equal duty to all shareholders, regardless of class or series, and does
not have separate or additional duties to either group of shareholders. Under
these principles of Delaware law and the related principle known as the
"business Jjudgment rule," absent abuse of discretion, a good faith business
decision made by a disinterested and adequately informed board of directors, or
a committee of the board of directors, with respect to any matter having
disparate impacts upon holders of AT&T common stock or AT&T Consumer Services
Group tracking stock would be a defense to any challenge to a determination made
by or on behalf of the holders of any class of AT&T common shares. Nevertheless,
a New York court hearing a case involving this type of a challenge may decide to
apply principles of New York law different from the principles of Delaware law
discussed above, or may develop new principles of law, in order to decide that
case. Any future shareholder litigation over the meaning or application of the
terms of AT&T Consumer Services Group tracking stock or the AT&T Board's
policies may be costly and time consuming to AT&T and AT&T Consumer Services
Group.

Changes in the Tax Law or in the Interpretation of Current Tax Law May
Result in Redemption of AT&T Consumer Services Group Tracking Stock or May
Prevent AT&T From Issuing Further Shares of AT&T Consumer Services Group
Tracking Stock. From time to time, there have been legislative and
administrative proposals that, if effective, would have resulted in the
imposition of corporate level or shareholder level tax upon the issuance of
tracking stock. As of the date of this document, no proposals of this type are
outstanding.

If there are adverse tax consequences associated with the issuance of AT&T
Consumer Services Group tracking stock, it is possible that AT&T would cease
issuing additional shares of AT&T Consumer Services Group tracking stock. This
could affect the value of shares of AT&T Consumer Services Group tracking stock
then outstanding.

AT&T May Optionally Redeem AT&T Consumer Services Group Tracking
Stock. The AT&T Board may, at any time, redeem all outstanding shares of AT&T
Consumer Services Group tracking stock for shares of AT&T common stock at a
[ 1% premium. AT&T could decide to redeem AT&T Consumer Services Group
tracking stock at a time when any or all AT&T common stock and AT&T Consumer
Services Group tracking stock may be considered to be overvalued or undervalued.
In addition, a redemption at any premium would preclude holders of both AT&T
common stock and the redeemed AT&T Consumer Services Group tracking stock from
retaining their investment in a security intended to reflect separately the
financial performance and economic value of the relevant AT&T group. It also
would give holders of the redeemed AT&T Consumer Services Group tracking stock
an amount of consideration that may differ from the amount of consideration a
third-party buyer pays or would pay for all or substantially all of the assets
of the respective AT&T group. For further details, see "AT&T Consumer Services
Group Tracking Stock —-- The Consumer Services Charter Amendment
Proposal —-- Consumer Services Group Tracking Stock Amendment."

AT&T Has the Right to Require the Exchange of AT&T Consumer Services Group
Tracking Stock for Tracking Stock of Another Entity. In the event of a
disposition or other transfer by AT&T of all of the properties and assets of
AT&T Consumer Services Group (whether or not involving a merger or other
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business combination involving AT&T as a whole), the Consumer Services charter
amendment generally allows AT&T to redeem all outstanding shares of AT&T
Consumer Services Group tracking stock, without paying a premium, in exchange
for a new tracking stock of the entity that owns substantially all of the assets
and liabilities of AT&T Consumer Services Group.

If the AT&T Board elected to roll the tracking stock over in connection
with a merger or other business combination, the holders of AT&T Consumer
Services Group tracking stock would not share in any premium received by holders
of AT&T common stock and the holders of AT&T common stock would not share in any
premium received by holders of AT&T Consumer Services Group tracking stock.

In the event of this redemption, the voting rights of the new tracking
stock will be set based on the ratio, over a fixed measurement period, of the
initial trading prices of the new tracking stock to the trading prices of the
common stock of the entity of which the new tracking stock is a part.

This new entity may have different businesses and a different capital
structure and be subject to different risks than AT&T generally. Holders of the
new tracking stock will become equity holders of this new entity and become
subject to risks affecting this new entity generally. Additionally, adverse
fluctuations in market valuations at and after the time of issuance of the new
tracking stock could materially adversely affect the relative voting power of
the new tracking stock with respect to the voting power of this new entity as a
whole.

The AT&T Board May Redeem AT&T Consumer Services Group Tracking Stock in
Exchange for Stock of One or More Qualifying Subsidiaries of AT&T. AT&T's
charter amendment proposal provides that AT&T may, at any time, redeem all
outstanding shares of AT&T Consumer Services Group tracking stock in exchange
for shares of common stock of a subsidiary of AT&T that holds all of the assets
and liabilities of AT&T Consumer Services Group. This type of redemption must be
tax free to the holders of AT&T Consumer Services Group tracking stock, except
with respect to any cash in lieu of fractional shares. For more information, see

"AT&T Consumer Services Group Tracking Stock —-- The Consumer Services Charter
Amendment Proposal —-- Terms of the Consumer Services Group Tracking Stock
Amendment —-- Redemption."

Future Sales of AT&T Consumer Services Group Tracking Stock and AT&T Common
Stock Could Materially Adversely Affect Their Respective Market Prices and the
Ability to Raise Capital in the Future. Sales of substantial amounts of AT&T
Consumer Services Group tracking stock and AT&T common stock
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in the public market could hurt the market price of each of those securities.
These sales also could hurt AT&T's ability to raise capital in the future. Any
shares of AT&T Consumer Services tracking stock that AT&T distributes to holders
of AT&T common stock will be freely tradable without restriction under the
Securities Act of 1933, as amended, by persons other than "affiliates" of AT&T,
as defined under the Securities Act. Any sales of substantial amounts of AT&T
Consumer Services Group tracking stock or AT&T common stock in the public
market, or the perception that those sales might occur, could materially
adversely affect the respective market prices of AT&T Consumer Services tracking
stock or AT&T common stock, as applicable.

Shareholder approval will not be solicited by AT&T for the issuance of
authorized but unissued shares of AT&T Consumer Services Group tracking stock or
AT&T common stock, unless these approvals are deemed advisable by the AT&T Board
or are required by applicable law, regulation or stock exchange listing
requirements. The issuance of those shares could dilute the value of shares of

58



Edgar Filing: COMCAST CORP - Form PREM14A

AT&T Consumer Services Group tracking stock or AT&T common stock, as the case
may be.

AT&T Expects to Split its Current Dividend Among AT&T Common Stock and AT&T
Consumer Services Group Tracking Stock. Following any issuance of AT&T Consumer
Services Group tracking stock, AT&T currently expects that one-third of the
current dividend payable on AT&T common stock will be allocated to AT&T common
stock and that two-thirds will be allocated to AT&T Consumer Services Group
tracking stock. The declaration of dividends by AT&T and the amount of those
dividends will, however, be in the discretion of the AT&T Board, and will depend
upon each of the AT&T group's financial performance, the dividend policies and
capital structures of comparable companies, each of the AT&T group's ongoing
capital needs, and AT&T's results of operations, financial condition, cash
requirements and future prospects, and other factors deemed relevant by the AT&T
Board. Payment of dividends also may be restricted by loan agreements,
indentures and other transactions that AT&T enters into from time to time.

In addition, the dividend amount that AT&T Consumer Services Group tracking
stock may pay to shareowners depends on, among other factors, the cash
generation ability of AT&T Consumer Services Group. Based on the risks of a
decline in the long distance industry and successful entry into growth
opportunities such as DSL, there is a possibility that AT&T Consumer Services
Group would not generate sufficient cash flow in the future to pay the expected
dividend. This could have an adverse affect on the AT&T Consumer Services Group
tracking stock market price and debt levels.

If AT&T is Liquidated, Amounts Distributed to Holders of Each Class of AT&T
Common Stock May Not Reflect the Value of the Assets Attributed to the AT&T
Groups. Under AT&T's charter, AT&T would determine the liquidation rights of
the holders of the respective classes of AT&T common stock in accordance with
each AT&T group's respective market capitalization at the time of liquidation.
However, the relative market capitalization of each AT&T group may not correctly
reflect the value of the net assets remaining and attributed to the AT&T groups
after satisfaction of outstanding liabilities.

AT&T Consumer Services Group Tracking Stock May Not be Issued as Planned or
At All. The Consumer Services charter amendment proposal gives AT&T the
authority to create AT&T Consumer Services Group tracking stock. The proposed
Consumer Services Charter amendment, however, does not mandate the manner in
which AT&T may issue AT&T Consumer Services Group tracking stock or require that
AT&T issue any of these shares at all. Rather, AT&T Consumer Services Group
tracking stock will be a new class of AT&T common stock that the AT&T Board may
issue from time to time as it determines appropriate, up to the total number of
authorized shares and subject to stock exchange rules with respect to
shareholder approval of share issuances. AT&T does not plan to seek new
shareholder approval for any change that the AT&T Board may approve in the
timing or manner of issuing shares of AT&T Consumer Services Group tracking
stock. If you do not want to give the AT&T Board this broad authority with
respect to the Consumer Services charter amendment proposal, you should not vote
for the Consumer Services charter amendment proposal.
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If the Consumer Services charter amendment proposal is approved the AT&T
Board may issue shares of AT&T Consumer Services Group tracking stock regardless

of whether the AT&T Comcast transaction is approved or completed.

RISK FACTORS RELATING TO AT&T CONSUMER SERVICES GROUP AND AT&T BUSINESS SERVICES
GROUP

AT&T Consumer Services Group and AT&T Business Services Group Expect There
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to be a Continued Decline in the Long Distance Industry. Historically, prices
for voice communications have fallen because of competition, the introduction of
more efficient networks and advanced technology, product substitution, excess
capacity and deregulation. AT&T Consumer Services Group and AT&T Business
Services Group expect these trends to continue, and each of AT&T Consumer
Services Group and AT&T Business Services Group may need to reduce its prices in
the future to remain competitive. In addition, AT&T Consumer Services Group and
AT&T Business Services Group do not expect that they will be able to achieve
increased traffic volumes in the near future to sustain their current revenue
levels. The extent to which each of AT&T Consumer Services Group's and AT&T
Business Services Group's business, financial condition, results of operations
and cash flow could be materially adversely affected will depend on the pace at
which these industry-wide changes continue and its ability to create new and
innovative services to differentiate its offerings, enhance customer retention,
and retain or grow market share.

AT&T Consumer Services Group and AT&T Business Services Group Face
Substantial Competition that May Materially Adversely Impact Both Market Share
and Margins. Each of AT&T Consumer Services Group and AT&T Business Services
Group currently faces significant competition, and AT&T expects the level of
competition to continue to increase. Some of the potential materially adverse
consequences of this competition include the following:

- market share loss;

- possibility that customers shift to less profitable, lower margin
services;

- need to initiate or respond to price cuts in order to retain market
share;

— difficulties in AT&T Consumer Services Group's and AT&T Business Services
Group's ability to grow new businesses, introduce new services
successfully or execute on their business plan; and

— 1inability to purchase fairly priced access services.

As a result of competitive factors, AT&T Consumer Services Group and AT&T
Business Services Group believe it is unlikely that they will sustain existing
price or margin levels.

AT&T Consumer Services Group and AT&T Business Services Group Face
Competition from a Variety of Sources.

— Competition from new entrants into long distance, including regional
phone companies. AT&T Consumer Services Group and AT&T Business Services
Group traditionally have competed with other long distance carriers. In
recent years, AT&T Consumer Services Group and AT&T Business Services
Group have begun to compete with incumbent local exchange carriers, which
historically have dominated local telecommunications, and with other
competitive local exchange carriers for the provision of long distance
services.

Some regional phone companies, such as Verizon Communications Inc. and
SBC Communications Inc., already have been permitted to offer long
distance services in some states within their regions. AT&T expects that
the regional phone companies will seek to enter all states in their
regions and eventually will be given permission to offer long distance
services within their regions.

The incumbent local exchange carriers presently have numerous advantages as
a result of their historic monopoly control over local exchanges.
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— Competition from facilities-based companies, including regional phone
companies. AT&T Consumer Services Group and AT&T Business Services Group
also face the risk of increasing

I-46

competition from entities that own their own access facilities,
particularly the regional phone companies, which have access facilities
across vast regions of the United States with the ability to control cost,
cycle time and functionality for most end-to-end services in their
regions. These entities can preserve large market share and high margins
on access services as they enter new markets, including long distance and
end-to-end services. This places them in superior position vis—a-vis AT&T
Consumer Services Group and AT&T Business Services Group and other
competitors that must purchase such high-margin access services.

— Competition from lower-cost or less-leveraged providers. The cost
structure of AT&T Consumer Services Group and AT&T Business Services
Group also affects their competitiveness. Each faces the risk that it
will not be able to maintain a competitive cost structure if newer
technologies favor newer competitors that do not have legacy
infrastructure and as technology substitution continues. The ability of
each of AT&T Consumer Services Group and AT&T Business Services Group to
make critical investments to improve cost structure also may be impaired
by its current debt obligations.

— Competition as a result of technological change. AT&T Consumer Services
Group and AT&T Business Services Group also may be subject to additional
competitive pressures from the development of new technologies and the
increased availability of domestic and international transmission
capacity. The telecommunications industry is in a period of rapid
technological evolution, marked by the introduction of new product and
service offerings and increasing satellite, wireless, fiber optic and
coaxial cable transmission capacity for services similar to those
provided by AT&T Consumer Services Group and AT&T Business Services
Group. AT&T cannot predict which of many possible future product and
service offerings will be important to maintain its competitive position,
or what expenditures will be required to develop and provide these
products and services. In particular, the rapid expansion of usage of
wireless services has led and is expected to lead to an overall decline
in traffic volume on traditional wireline networks.

— Competition as a result of excess capacity. Each of AT&T Consumer
Services Group and AT&T Business Services Group faces competition as a
result of excess capacity resulting from substantial network build out by
competitors that had access to inexpensive capital.

— Strength of competitors. Some of AT&T Consumer Services Group's and AT&T
Business Services Group's existing and potential competitors have
financial, personnel and other resources significantly greater than those
of AT&T Consumer Services Group and AT&T Business Services Group.

The Regulatory and Legislative Environment Creates Challenges for AT&T
Consumer Services Group and AT&T Business Services Group. Each of AT&T Consumer
Services Group and AT&T Business Services Group faces risks relating to
regulations and legislation. These risks include:

— difficulty of effective entry into local markets due to noncompetitive
pricing and to regional phone company operational issues that do not
permit rapid large-scale customer changes from regional phone companies
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to new service providers,

- new head-on competition as regional phone companies begin to enter the
long distance business, and

— emergence of few facilities-based competitors to regional phone
companies, and the absence of any significant alternate source of supply
for most access and local services.

This dependency on supply materially adversely impacts each of AT&T
Consumer Services Group's and AT&T Business Services Group's cost structure, and
ability to create and market desirable and competitive end-to-end products for
customers.

In addition, regional phone companies will be entering the long distance
business while they still control substantially all the access facilities in
their regions. This will likely result in an increased level of
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competition for long distance or end-to-end services as the services offered by
regional phone companies expand.

Each of AT&T Consumer Services Group and AT&T Business Services Group May
Substantially Increase its Debt Level in the Future, Which Could Subject it to
Various Restrictions and Higher Interest Costs and Decrease its Cash Flow and
Earnings. Each of AT&T Consumer Services Group and AT&T Business Services Group
may substantially increase its debt level in the future, which could subject it
to various restrictions and higher interest costs and decrease its cash flow and
earnings. It also may be difficult for AT&T Consumer Services Group and AT&T
Business Services Group to obtain all the financing they need to fund their
businesses and growth strategies on desirable terms. The amount of debt required
in the future will depend upon the performance revenue and margin of each of
AT&T Consumer Services Group and AT&T Business Services Group, which, in turn,
may be materially adversely affected by competitive and other pressures. Any
agreements governing indebtedness obtained by AT&T Consumer Services Group or
AT&T Business Services Group may contain financial and other covenants that
could impair AT&T Consumer Services Group's or AT&T Business Services Group's
flexibility and restrict its ability to pursue growth opportunities.

AT&T expects to explore and evaluate the relative advantages and
disadvantages of various funding mechanisms for AT&T. These alternatives may
include a bank credit line, commercial paper and other forms of public and
private debt financing. The decision on debt composition is dependent on, among
other things, the business and financial plans of AT&T and the market conditions
at the time of financing.

The Actual Amount of Funds Necessary to Implement Each of AT&T Consumer
Services Group's and AT&T Business Services Group's Strategy and Business Plan
May Materially Exceed Current Estimates, which Could have a Material Adverse
Effect on its Financial Condition and Results of Operations. The actual amount
of funds necessary to implement each of AT&T Consumer Services Group's and AT&T
Business Services Group's strategy and business plan may materially exceed AT&T
Consumer Services Group's and AT&T Business Services Group's current estimates
in the event of various factors, including:

- competitive downward pressures on revenues and margins,

- departures from AT&T Consumer Services Group's and AT&T Business Services
Group's respective current business plans,
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- regulatory developments,

- unforeseen competitive developments,

- technological and other risks,

- unanticipated expenses,

- unforeseen delays and cost overruns, and
- engineering design changes.

If actual costs do materially exceed AT&T Consumer Services Group's and/or
AT&T Business Services Group's current estimates for these or other reasons,
this would have a material adverse effect on AT&T Consumer Services Group's
and/or AT&T Business Services Group's financial condition and results of
operations.

AT&T Business Services Group's Build-Out of its Next-Generation IP Backbone
Network Involves Substantial Capital Requirements and Substantial Capital
Expenditures. AT&T Business Services Group's business plan will require
substantial capital expenditures in connection with its build out of its
end-to-end IP connectivity network, including both the next-generation IP
backbone as well as dedicated IP customer connectivity and hosting facilities.
AT&T Business Services Group may not be able to obtain sufficient capital or to
obtain sufficient capital on favorable terms. This failure to obtain capital
would have a material adverse effect on AT&T Business Services Group, and result
in the delay, change or abandonment of its development or expansion plans.
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AT&T Consumer Services Group's Potential Growth in its AT&T WorldNet High
Speed Service Combining Voice and Data Services Utilizing DSL Technology,
Involves Technological and Regulatory Hurdles and Requires Substantial Capital
Expenditures. AT&T Consumer Services Group's business plan will require
substantial capital expenditures in connection with its expansion into providing
voice and data services through DSL technology. The development of voice and
data services through DSL technology involves uncertainty relating to potential
technological hurdles, regulatory and legislative requirements and unforeseen
costs. AT&T Consumer Services Group historically has not had to incur these
capital expenditures, and it may not be able to obtain sufficient capital on
favorable terms or at all. A failure to obtain capital could have a material
adverse effect on AT&T Consumer Services Group, and result in the delay, change
or abandonment of its development or expansion plans.

Substantially All of the Telephone Calls Made by Each of AT&T Consumer
Services Group's and AT&T Business Services Group's Customers are Connected
Using Other Companies' Networks, Including Those of Competitors. AT&T Consumer
Services Group principally is a long distance voice telecommunications company.
AT&T Consumer Services Group does not own or operate any primary transmission
facilities. Accordingly, it must route domestic and international calls made by
its customers over transmission facilities obtained from AT&T Business Services
Group. AT&T Business Services Group provides long distance and, to a limited
extent, local telecommunications over its own transmission facilities. Because
AT&T Business Services Group's network does not extend to homes, both AT&T
Consumer Services Group and AT&T Business Services Group must route calls
through a local telephone company to reach AT&T Business Services Group's
transmission facilities and, ultimately, to reach their final destinations.

In the United States, the providers of local telephone service generally
are the incumbent local exchange carriers, including the regional phone
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companies. The permitted pricing of local transmission facilities that AT&T
Consumer Services Group and AT&T Business Services Group lease in the United
States is subject to legal uncertainties. In view of the proceedings pending
before the courts and regulatory authorities, there can be no assurance that the
prices and other conditions established in each state will provide for effective
local service entry and competition or provide AT&T Consumer Services Group with
new market opportunities. The effect of the most recent court decisions is to
increase the risks, costs, difficulties and uncertainty of entering local
markets through using the incumbent local exchange carriers' facilities and
services.

AT&T Consumer Services Group Must Rely on AT&T Business Services Group's
Ability to Maintain, Upgrade and Reduce Costs Associated with the Core Network,
Which May Lead to Additional Costs. AT&T Consumer Services Group currently is
dependent upon AT&T Business Services Group for leased line capacity, data
communications facilities, traffic termination services and physical space for
offices and equipment. Although AT&T Consumer Services Group expects to enter
into a service agreement with AT&T Business Services Group for it to provide
these services, if AT&T Business Services Group becomes unable to provide its
current level of services to AT&T Consumer Services Group during the term of the
service agreement or thereafter, AT&T Consumer Services Group may not be able to
find replacement service providers on a timely basis.

Failure to Develop Future Business Opportunities May have a Material
Adverse Effect on AT&T Consumer Services Group's Growth Potential. AT&T
Consumer Services Group intends to pursue growth opportunities in providing
services through DSL technology, which involve new services for which there are
only limited proven markets. In addition, the ability to deploy and deliver
these services relies, in many instances, on new and unproven technology. AT&T
Consumer Services Group's DSL technology may not perform as expected and AT&T
Consumer Services Group may not be able to successfully develop new enabling
systems to effectively and economically deliver these services. In addition,
these opportunities require substantial capital outlays to deploy on a large
scale. This capital may not be available to support these services. Furthermore,
each of these opportunities entails additional operational risks. For example,
the delivery of these services requires AT&T Consumer Services Group to provide
installation and maintenance services, which services AT&T Consumer Services
Group has never provided previously. This will require AT&T Consumer Services
Group to hire, employ, train and equip technicians to provide

installation and repair in each market served, or rely on subcontractors to
perform these services. AT&T Consumer Services Group may not be able to hire and
train sufficient numbers of qualified employees or subcontract these services,
or do so on economically attractive terms. These services may not be successful
when they are in place and customers may not purchase the services offered. If
these services are not successful or costs associated with implementation and
completion of the rollout of these services materially exceed those currently
estimated by AT&T Consumer Services Group, AT&T Consumer Services Group's
financial condition and prospects could be materially adversely affected.

AT&T and British Telecommunications, plc, or BT, Have Agreed to Unwind
their Concert Global Joint Venture, Which May Adversely Affect AT&T Consumer
Services Group and AT&T Business Services Group. On October 16, 2001, AT&T and
BT announced that they had reached binding agreements to unwind their global
joint venture called Concert. The dissolution of Concert will be complicated,
involve a large number of steps and require the receipt of certain regulatory
approvals. There can be no assurance that it will be completed in the time
frames that AT&T currently expects or at all. In addition, the dissolution of
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Concert may lead to unsatisfactory, noncompetitive or disrupted service to
Concert's multinational customers and there can be no assurance that AT&T
Business Services will be able to regain and retain its former multinational
customers that it assigned to Concert when the venture was formed. The
dissolution of Concert may have a material adverse effect on AT&T, AT&T Business
Services and on AT&T Business Services' ability to provide services
internationally and to multinational customers.
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CHAPTER TWO
THE AT&T COMCAST TRANSACTION

GENERAL

The Comcast Board is using this document to solicit proxies from the
holders of Comcast common stock for use at the Comcast special meeting. The AT&T
Board is also using this document to solicit proxies from the holders of AT&T
common stock for use at the AT&T annual meeting.

COMCAST PROPOSALS

At the Comcast special meeting, holders of Comcast Class A common stock and
Comcast Class B common stock will be asked to vote upon a proposal to approve
and adopt the merger agreement and the transactions contemplated by the merger
agreement. This proposal is referred to in this document as the "Comcast
transaction proposal."

At the Comcast special meeting, holders of Comcast Class A common stock,
voting as a single class, and holders of Comcast Class A common stock and
Comcast Class B common stock, voting together as a single class, will also be
asked to vote upon a proposal to adopt an amendment to the Comcast charter that
will allow implementation of the Preferred Structure. See "Description of the
AT&T Comcast Transaction Agreements —-- The Merger Agreement -- Merger
Consideration —-- The Preferred Structure." This proposal is referred to in this
document as the "preferred structure proposal."

APPROVAL OF THE COMCAST TRANSACTION PROPOSAL IS NOT CONDITIONED ON APPROVAL
OF THE PREFERRED STRUCTURE PROPOSAL.

AT&T PROPOSALS

At the AT&T annual meeting, holders of AT&T common stock will be asked to
vote upon a proposal to approve and adopt the merger agreement and the
transactions contemplated by the merger agreement. This proposal is referred to
in this document as the "AT&T transaction proposal."

At the AT&T annual meeting, holders of AT&T common stock will also be asked
to vote separately on a proposal to approve and adopt an amendment to the AT&T
charter creating a tracking stock that is intended to reflect the financial
performance and economic value of the AT&T Consumer Services business. See "AT&T
Consumer Services Group Tracking Stock —-- The Consumer Services Charter
Amendment Proposal." This proposal is referred to in this document as the
"Consumer Services charter amendment proposal." AT&T shareholders will also be
asked to vote on benefit proposals related to the Consumer Services charter
amendment proposal. These proposals are referred to in this document as the
"incentive plan proposal" and the "employee stock purchase plan proposal."
Additionally, AT&T shareholders will also be asked to vote upon the election of
directors and other matters that properly come before the AT&T annual meeting.
See "Information about the AT&T Annual Meeting and Voting."
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BACKGROUND OF THE AT&T COMCAST TRANSACTION

On October 25, 2000, AT&T announced, among other things, that it intended
to create and issue a tracking stock intended to reflect the financial
performance and economic value of AT&T Broadband and, thereafter, to separate
AT&T Broadband from AT&T so that, ultimately, AT&T Broadband would be a
standalone, publicly traded company. AT&T also announced that it intended to
create and issue a tracking stock intended to reflect the financial performance
and economic value of AT&T Consumer Services Group. In addition, AT&T announced
that it intended to separate AT&T's wireless services business from AT&T.

In December 2000 and in early 2001, C. Michael Armstrong, Chairman and
Chief Executive Officer of AT&T, and Charles Noski, Chief Financial Officer of
AT&T, received telephone calls from Ralph J. Roberts, Chairman of the Board of
Comcast, and from Brian L. Roberts, President of Comcast, in which the Roberts
expressed interest in initiating discussions with respect to the possible
combination of Comcast and AT&T Broadband. In January 2001, Messrs. Armstrong
and Noski met with the Roberts at the
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Roberts' request. At this meeting, Mr. Armstrong told the Roberts that AT&T was
concentrating on key restructuring and operating matters at that time and was
not interested in engaging in discussions with respect to a combination.

On May 11, 2001, AT&T publicly filed preliminary proxy materials with
respect to a proposed special shareholders meeting at which AT&T planned to ask
shareholders to vote on (1) the creation of tracking stocks intended to reflect
the financial performance and economic value of AT&T Broadband and AT&T Consumer
Services Group, respectively, and (2) the separation of AT&T Broadband from the
rest of AT&T. In late May 2001, Brian Roberts again made inquiries regarding
AT&T's willingness to explore the possibility of a combination of Comcast and
AT&T Broadband. At Mr. Roberts' request, on June 6, 2001, Mr. Noski had dinner
with Mr. Roberts to discuss the potential for such a transaction. Mr. Roberts
and Mr. Noski discussed, among other things, how such a combination might be
structured, governed and valued. On June 17, 2001, Mr. Roberts and Mr. Noski had
another dinner meeting at which they had further discussions regarding the
possibility of a combination.

At a meeting on June 20, 2001, Mr. Noski reported to the AT&T Board on
these discussions with Mr. Roberts. At that meeting, the AT&T Board decided that
the discussions should not continue unless Comcast signed a confidentiality
letter containing customary standstill provisions. The AT&T Board also believed
that, if discussions were to continue, they should be with the understanding
that voting power in the combined company should follow economic interest more
closely than in the case of Comcast. Following the meeting, Charles Noski
conveyed the AT&T Board's views to Brian Roberts in a telephone call.

At a special meeting of the Comcast Board held on June 25, 2001, Comcast
management updated the directors on the status of the discussions with AT&T
concerning a potential AT&T Broadband transaction. The Comcast Board and
management discussed at length possible strategies to effect an AT&T Broadband
transaction, including the possibility of making an unsolicited offer for AT&T
Broadband. At the conclusion of this discussion, the Comcast Board determined
that it was not prepared to proceed with discussions on the terms outlined by
AT&T.

On July 3, 2001, AT&T filed revised preliminary proxy material indicating
that it intended to hold its special meeting of shareholders in September 2001
to vote on the creation of the AT&T Broadband tracking stock and the subsequent
separation of AT&T and AT&T Broadband.
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On July 6, 2001, at a special meeting of the Comcast Board, Comcast
management informed the Comcast directors of AT&T's timetable for the creation
of the AT&T Broadband tracking stock and the separation of AT&T Broadband from
AT&T. Comcast management noted that mailing of the proxy materials to AT&T
shareholders for the September meeting could commence as early as late July.
Comcast management also reviewed with the Comcast Board the terms of an offer it
proposed to make to AT&T. After a lengthy discussion of the terms of the offer
and related matters, including the timeframe in which an outcome would be
determined and possible responses from AT&T, the Comcast Board unanimously
authorized Comcast management to proceed with the offer.
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On July 8, 2001, Ralph J. Roberts and Brian L. Roberts sent the following
letter to Mr. Armstrong:

July 8, 2001

Mr. C. Michael Armstrong
Chairman and CEO

AT&T Corp.

32 Avenue of the Americas
New York, NY 10013

Dear Mike:

Over many months of discussions we have shared a vision that AT&T Broadband
and Comcast should be combined to create the world's leader in broadband
communications. We believed those discussions were progressing towards a
tax—-free transaction that would dramatically accelerate your own plan to
separate the broadband company. It is unfortunate that we were not able to
agree on a basis for continuing our dialogue. Accordingly, we submit this
offer to you for consideration by your Board before a proxy statement
relating to your broadband tracking stock proposal is sent to your
shareholders later this month.

Under our proposal Comcast would issue 1.0525 billion shares with a wvalue
of $44.5 billion based on Friday's closing price and assume $13.5 billion
in debt for your core broadband business, which is composed of your 13.5
million cable subscribers as well as your joint venture interests. In
addition, we are prepared to acquire your interests in TWE, Cablevision and
Rainbow by assuming more debt and issuing more equity to reflect their
values. Under our proposal your shareholders would own a majority of the
economic and voting interests of the combined company in a transaction that
would be tax-free to AT&T and all shareholders.

Our proposal values your core broadband business at $58 billion, which
represents 30x both 2000 EBITDA and annualized first quarter 2001 EBITDA.
AT&T shareholders would receive Comcast shares valued at $12.60 per AT&T
share based on Friday's closing price, while retaining complete ownership
of AT&T's historical communications business that according to published
reports has a value approaching $70 billion on a standalone basis. This
combined value is dramatically higher than your current market value per
share of $16.80 after giving effect to the spin-off of AT&T Wireless.

Your shareholders would receive significantly more value through a
combination with Comcast than through your planned restructuring. Not only
does our proposal avoid the market risks, costs and uncertainties inherent
in the planned broadband IPO, it values your business at a significant
premium to your potential public market valuation. At 30x AT&T Broadband's
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annualized first quarter 2001 EBITDA, our offer far exceeds the trading
multiple of any publicly traded broadband company. Put another way, our
proposal delivers a very substantial premium over published reports of the
estimated value of your broadband business.

After combining our broadband businesses, your shareholders will retain a
majority of the future appreciation resulting from substantial combination
benefits. Upon full integration of our broadband businesses, we expect the
combination benefits will amount to at least $1.25 billion annually. This
benefit could eventually increase to between $2.6 and $2.8 billion annually
as we work together to raise the level of your margins. None of these
figures take account of any new content, internet or other value creating
opportunities. As a result of these combination benefits, merging our
broadband companies will clearly be value accretive to both groups of
shareholders.

Given the strength of Comcast's balance sheet we are confident that the new
company would have an investment grade debt rating, a view which is shared
by our financial advisors, Morgan Stanley, JP Morgan and Merrill Lynch.
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We understand that there were concerns within AT&T about Comcast's voting
structure. As you know, multi-class structures are common in our industry
and have not affected stock trading values. Our Class A Special shares have
outperformed the cable composite index, the S&P 500 and The Nasdag Stock
Market in each of the last one, three, five, seven and ten year periods. We
are confident that your shareholders would welcome our currency. In fact,
38 of your 50 largest institutional shareholders also have significant
investments in Comcast.

Our proposal is subject to the negotiation of a definitive merger
agreement. We are prepared to deliver a draft merger agreement as soon as
you wish. We are confident that the combination does not present any
significant regulatory issues.

In light of the significance of this proposal to both your shareholders and
ours, we are publicly releasing the text of this letter.

We hope that you will work with us to make this vision a reality.

Respectfully submitted,

Ralph J. Roberts Brian L. Roberts
Chairman of the Board President

On July 10, 2001, the AT&T Board met by telephone and was briefed by AT&T's
management and advisors with respect to the letter from Comcast and reviewed
with AT&T's legal advisors the AT&T Board's legal duties. On July 18, 2001, the
AT&T Board voted unanimously to reject Comcast's proposal to acquire AT&T
Broadband. After careful review, and based in part on the advice of its
financial advisors, Credit Suisse First Boston Corporation and Goldman, Sachs &
Co., the AT&T Board determined that Comcast's proposal did not reflect the full
value of AT&T Broadband. The AT&T Board also continued to be concerned by the
corporate governance issues arising from Comcast's multi-tier voting structure.
The AT&T Board directed AT&T management to explore financial and strategic
alternatives relating to AT&T Broadband, including the previously announced
restructuring plans, with the goal of providing the greatest long-term value to
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shareholders. In addition, the AT&T Board decided to delay finalizing and
mailing to shareholders the proxy materials that AT&T had previously filed.

Thereafter, representatives of AT&T had preliminary discussions with
representatives of a number of third parties who had expressed interest in a
transaction with or an investment in AT&T or AT&T Broadband. AT&T informed each
of the parties that it would not be willing to discuss valuation or commence due
diligence activities until the other party entered into a customary
confidentiality agreement. AT&T's proposed confidentiality agreement included
provisions prohibiting interested parties from holding discussions with each
other with respect to a combination with AT&T Broadband without AT&T's consent.

AT&T's discussions with third parties included discussions with
representatives of Comcast. Because Comcast objected to signing AT&T's proposed
confidentiality agreement, however, these discussions initially did not include
any valuation discussions nor did the parties commence due diligence.

On September 17, 2001, Charles Noski and Brian L. Roberts and certain
representatives of their respective financial and legal advisors met in
Philadelphia. At this meeting, Mr. Roberts indicated that Comcast would be
willing to negotiate certain aspects of its proposed governance structure for a
combined Comcast-AT&T Broadband. He also indicated that Comcast would be willing
to enter into a confidentiality agreement containing restrictions on Comcast's
ability to talk to other parties regarding a potential combination with AT&T
Broadband, so long as AT&T was willing to indicate that Comcast's governance
position would not preclude a transaction with Comcast.

At meetings held on September 20 and 22, 2001, AT&T's management and
financial and legal advisors reviewed with the AT&T Board the status of
discussions with various parties and the strategic
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alternatives available to AT&T with respect to AT&T Broadband. Following this
review, the AT&T Board instructed AT&T's management and advisors to continue to
explore and develop financial and strategic alternatives relating to AT&T
Broadband. The AT&T Board authorized management to indicate to Comcast that
governance would not preclude a transaction with Comcast if the terms of the
transaction as a whole were sufficiently attractive. The AT&T Board also
authorized AT&T's management and advisors to seek formal proposals from
interested parties.

From August through October 2001, the Comcast Board met several times to
receive reports from its management on the status of Comcast's proposal to
acquire AT&T Broadband. After one of these briefings at a special meeting of the
Comcast Board held on September 26, 2001, Comcast's legal advisors reviewed the
terms of the confidentiality agreement that Comcast and AT&T had negotiated and
explained the restrictions imposed by the agreement on Comcast's ability to talk
to third parties. After a lengthy discussion of the terms of the confidentiality
agreement and related matters, the Comcast Board unanimously authorized
management to enter into the confidentiality agreement, to commence due
diligence on AT&T Broadband and to continue negotiations with AT&T regarding an
AT&T Broadband transaction.

On September 28, 2001, AT&T and Comcast entered into a confidentiality
agreement with respect to a possible transaction involving AT&T Broadband.
Thereafter, AT&T and Comcast commenced the exchange of confidential information
and other due diligence activities. Representatives of AT&T also continued
discussions and due diligence activities with other interested parties,
including parties interested in making an investment in AT&T Broadband. In
addition, AT&T's legal advisors sent first drafts of a proposed merger agreement
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and separation and distribution agreement to parties that had executed a
confidentiality agreement.

On October 23 and 24, 2001, letters seeking formal proposals were sent on
AT&T's behalf to three parties, one of which was Comcast, that had expressed
interest in a possible combination with AT&T Broadband and had executed
confidentiality agreements. Each letter stated that the party should submit its
proposal to the attention of AT&T's legal advisor no later than November 30,
2001, and set forth procedures for submitting the proposal and for conducting
due diligence. The letter also stated that the proposal should include a copy of
the merger agreement marked to show any proposed changes, and that the proposal
should have full board approval. In addition, the letter encouraged parties to
discuss any financial or legal issues with AT&T's financial and legal advisors
prior to submitting a proposal. Also on October 23, 2001, AT&T appointed William
T. Schleyer president and chief executive officer of AT&T Broadband, and
appointed two other new senior executives of AT&T Broadband. AT&T stated that
the appointments were part of an effort to strengthen and enhance AT&T
Broadband's senior management team as AT&T continued to evaluate strategic and
financial alternatives for AT&T Broadband.

During the ensuing period, AT&T and its advisors conducted further
discussions and due diligence activities with each of the parties. These
included discussions relating to potential synergies and strategies (including
telephony strategy) for a combined company, as well as discussions with respect
to the draft merger agreement and other draft transaction documents,
particularly the separation and distribution agreement and the other
intercompany agreements. AT&T and its advisors also discussed with each of the
parties the governance structure proposed for the combined company. In addition,
during this period, AT&T continued to have discussions with other parties
interested in making only an investment in AT&T Broadband.

Over the course of the discussions between Comcast and AT&T Broadband,
Comcast agreed that the voting power of the Class B shares held by the Roberts
family would be limited to one-third of the voting power of the combined
company, and that the initial board of the combined company would be comprised
of five members of the current Comcast board, five members of the current AT&T
Board to be mutually agreed (including Mr. Armstrong as Chairman), and two new
independent directors to be selected mutually. The Roberts family agreed that,
for five years, it would not sell its Class B shares except to certain permitted
transferees or in a transaction that offered the same per share consideration to
all
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shareholders and that was approved or accepted by holders of a majority of the
shares held by shareholders other than the Roberts family.

From September through November 2001, Comcast held talks from time to time
with Microsoft Corporation concerning an arrangement whereby Microsoft would
exchange AT&T preferred securities held by it that are referred to in this
document as "QUIPS" in an aggregate principal amount of $5 billion for equity in
AT&T Comcast. The purpose of these discussions was to negotiate what is referred
to in this document as the "QUIPS exchange transaction," in order to reduce the
amount of fixed obligations AT&T Comcast would have upon completion of an AT&T
Broadband transaction. Also, during October and November 2001 Brian L. Roberts
and C. Michael Armstrong had a series of meetings to discuss matters relating to
the strategy and management of the combined company.

On November 26, 2001, at a special meeting of the Comcast Board, management

updated the Board on the status of negotiations concerning an AT&T Broadband
transaction and on the extensive due diligence that Comcast and its financial
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and legal advisors had conducted. At that meeting, management also described its
efforts to prepare a revised offer for AT&T Broadband for submission to AT&T on
November 30, 2001. The Comcast Board heard a presentation from Comcast's legal
advisor concerning the auction process initiated by AT&T and the fiduciary
duties of the Comcast directors and a presentation from Comcast's financial
advisors concerning the terms of Comcast's revised proposal. Thereafter, the
Comcast Board unanimously authorized management to continue negotiations with
AT&T concerning an AT&T Broadband transaction.

On November 27, 2001, a letter was sent on AT&T's behalf to each of the
three parties informing them that the deadline for submission of proposals had
been extended to December 3, 2001.

On the morning of December 3, 2001, at a special meeting of the Comcast
Board, management reviewed with the directors the terms of its revised offer to
acquire AT&T Broadband, including the amount of equity to be issued to AT&T
shareholders, the amount of debt to be assumed by AT&T Broadband and the
governance arrangements to be implemented for the combined company upon
completion of an AT&T Broadband transaction. Management also reviewed with the
directors the final terms of the QUIPS Exchange that had been negotiated with
Microsoft. After discussion, the Comcast Board unanimously authorized management
to submit the revised offer on the terms and conditions described at that
meeting and to enter into the exchange agreement with Microsoft relating to the
QUIPS exchange transaction. Shortly after that meeting, Comcast and Microsoft
executed the exchange agreement.

Later on December 3, 2001, each of the three parties submitted a proposal,
including proposed agreements, with respect to a combination with AT&T
Broadband. Over the course of the next several days, AT&T's management and its
financial and legal advisors reviewed the proposals and had discussions with
representatives of each of the parties. At the AT&T Board's direction, AT&T's
management and its advisors sought to clarify aspects of the proposals, as well
as to negotiate various provisions of the proposed agreements.

At meetings held on December 7 and 8, 2001, AT&T's management and financial
and legal advisors reviewed and discussed with the AT&T Board each of the
proposals, as well as other alternatives available to AT&T. These alternatives
included proceeding with the separation of AT&T Broadband without any
combination with another party, or retaining AT&T Broadband as part of AT&T.
AT&T's legal advisors also reviewed again with the AT&T Board the legal
standards applicable to their consideration of the proposals. The AT&T Board
concluded that none of the proposals as presented was sufficiently attractive to
accept, nor were the proposed agreements with any of the parties at a stage to
be executed immediately. The AT&T Board also concluded, however, that each of
the three proposals and sets of agreements might be capable of being improved
sufficiently to be acceptable to the AT&T Board. In light of these conclusions,
the AT&T Board directed AT&T's management and advisors to seek to improve the
terms of the proposals, and reach agreements that were ready to be executed, in
advance of the AT&T Board's regularly scheduled meeting to be held on December
19, 2001.

II-6

On December 8 and 9, 2001, representatives of AT&T informed each of the
three parties of the AT&T Board's decisions. The AT&T representatives proposed
meetings and discussions with representatives of each of the parties over the
next week with the goal of reaching revised proposals and final agreements no
later than December 16, 2001. In these meetings and discussions, in accordance
with the AT&T Board's instructions, AT&T's representatives requested that each
of the parties increase the amount of equity in the combined company that AT&T
shareholders would receive, and to agree on an allocation of assets and
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liabilities between AT&T and AT&T Broadband consistent with the allocations
proposed by AT&T.

On December 15, 2001, the Comcast Board met to consider a recommendation by
management that Comcast increase its offer for AT&T Broadband. At that meeting,
management updated the Comcast directors on the status of the negotiations with
AT&T concerning the AT&T Broadband transaction. Comcast's legal advisor then
reviewed with the Comcast Board in detail the terms of the merger agreement and
the other transaction agreements that had been negotiated with AT&T as well as
the fiduciary duties of the Comcast directors. Also at that meeting, Comcast's
financial advisors made a presentation concerning certain financial aspects of
Comcast's proposal for AT&T Broadband. Thereafter, the Comcast Board unanimously
authorized management to increase Comcast's bid for AT&T Broadband.

On December 16, 2001, each of the three parties submitted revised
proposals, in each case increasing the equity amount offered to AT&T
shareholders and the amount of liabilities that the combined company would
assume. Over the next three days, representatives of AT&T had further
discussions with representatives of each of the three parties in an effort to
finalize the proposed agreements and to encourage each of the parties to make
sure that it had presented its best and final proposal. In the course of these
discussions with representatives of AT&T, all three parties made final
improvements to their proposals.

On the morning of December 19, 2001, the Comcast Board met to consider a
recommendation by management that Comcast increase the equity component of its
offer for AT&T Broadband. At that meeting, Comcast's legal advisor provided the
Board with an update on the status of the negotiations with AT&T. Comcast's
financial advisors indicated that they would be in a position to provide the
Board with opinions to the effect that the price proposed to be paid in the AT&T
Broadband transaction would be fair to Comcast's shareholders. After discussion,
the Comcast Board unanimously authorized Comcast management to increase its bid
for AT&T Broadband and to enter into an AT&T Broadband transaction on the terms
previously described to the Comcast Board.

At the AT&T Board meeting on December 19, 2001, AT&T's management and
financial and legal advisors reviewed and discussed with the AT&T Board the
final proposals from each of the parties, and again reviewed the other
alternatives available to AT&T and AT&T's legal advisors again reviewed the
legal standards applicable to the AT&T Board's decisions. AT&T's management and
advisors also reviewed with the AT&T Board the risks, including regulatory
risks, execution risks and certainty of completion, of each of the proposals and
alternatives. Based on this review, the AT&T Board concluded that the Comcast
proposal offered greater value and certainty than the other two proposals, as
well as greater value and certainty than the other available alternatives. The
AT&T Board noted favorably that the Roberts family had agreed to limit the
voting power of Class B shares to 33 1/3%.

However, in reviewing the agreement of the Roberts family not to sell its
Class B shares except to certain permitted transferees or in a transaction that
offered the same per share consideration to all shareholders and that was
approved or accepted by holders of a majority of the shares held by shareholders
other than the Roberts family, the AT&T Board determined that this protection
should be extended from five years to ten years. The AT&T Board directed
management to request that the Roberts family agree to this extension. Messrs.
Armstrong and Noski telephoned Brian Roberts to ask that the Roberts family
agree to the extension. After considering the issue, Mr. Roberts called Mr.
Armstrong back to inform him that the family would agree. The AT&T Board voted
unanimously to approve the Comcast proposal and the agreements reflecting that
proposal. Following the meeting, AT&T and Comcast executed the merger
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agreement, AT&T and AT&T Broadband executed the separation and distribution
agreement, and AT&T, Comcast and Mr. Roberts executed the support agreement.

COMCAST'S REASONS FOR THE AT&T COMCAST TRANSACTION

At a special meeting held on December 19, 2001, the Comcast Board
unanimously determined that the AT&T Comcast transaction, including the Comcast
merger, is fair to and in the best interests of Comcast shareholders. The
Comcast Board recommends that holders of Comcast common stock vote FOR approval
and adoption of the merger agreement and the transactions contemplated by the
merger agreement. In the course of determining that the AT&T Comcast
transaction, including the Comcast merger, is fair to and in the best interests
of Comcast shareholders, the Comcast Board consulted with management, as well as
its legal and financial advisors, and considered the following primary factors:

— Creating an Unrivaled Broadband Network. Comcast believes that the
combination of Comcast with AT&T Broadband will create a network of
unrivaled scale and scope, uniquely situated to realize the vision of
broadband. On a pro forma basis, the combined network will have 22
million subscribers with 38 million homes passed, the leading presence in
eight of the ten largest U.S. cable marketing areas and a major presence
in 17 of the 20 largest cable marketing areas, and a physical plant that
is 80% upgraded to 550 MHZ and 67% upgraded to 750 MHZ. Comcast expects
these strengths will permit the combined company to lead the industry in
the development of new broadband services, such as video-on-demand,
interactive television and telephony.

— Synergies. Building on the strength of the combined network, Comcast
expects the combined company to achieve operating synergies approaching
$1-2 billion annually by 2005. Comcast expects to achieve these synergies
through elimination of corporate overhead and reduced operating costs and
the adoption of best practices from the two companies. In addition,
Comcast expects to achieve additional synergies through increased
advertising revenues, the development of new revenue-producing products
and programming assets and the expansion of broadband telephony.

- Potential for Earnings Growth. Comcast believes the combined company
will offer an opportunity for earnings growth as the AT&T Broadband
systems are brought up to industry-standard margins. Comcast has a track
record of maintaining earnings before interest, taxes, depreciation and
amortization, or EBITDA, margins even as lower margin systems are
integrated. By combining the best management of Comcast and AT&T
Broadband, Comcast expects to accelerate the growth in EBITDA margins
that AT&T Broadband has begun.

- Fairness Opinions. Morgan Stanley & Co. Incorporated, J.P. Morgan
Securities Inc. and Merrill Lynch, Pierce, Fenner & Smith Incorporated,
financial advisors to Comcast, each rendered an opinion dated December
19, 2001 to the effect that as of that date and based upon and subject to
the assumptions, qualifications and limitations set forth therein, the
conversion ratios in the Comcast merger applicable to the holders of
Comcast common stock, in the aggregate, were fair, from a financial point
of view, to the Comcast shareholders, taken together. The fairness
opinions of Morgan Stanley & Co. Incorporated, J.P. Morgan Securities
Inc. and Merrill Lynch, Pierce, Fenner & Smith Incorporated are included
as Annexes G, H and I, respectively, to this document and should be read
in their entireties. The Comcast Board believes that these opinions
support the Comcast Board's conclusion that the AT&T Comcast transaction,
including the Comcast merger, is fair to and in the best interests of
Comcast shareholders.
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- Tax-Free Transaction. Comcast expects that the Comcast merger will be
tax—-free for U.S. federal income tax purposes to Comcast shareholders.

— Terms of the AT&T Comcast Transaction Agreements. The Comcast Board
considered the terms and conditions of the merger agreement, including
the conditions to closing, the termination fees payable under certain
circumstances and the restrictions imposed on the conduct of business of
AT&T Broadband and Comcast in the period prior to closing. The Comcast
Board took particular note of the provisions of the merger agreement
which do not permit AT&T to terminate the merger
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agreement to accept a superior acquisition proposal or if the AT&T Board
changes its recommendation of the transaction in a manner adverse to
Comcast, and which, subject to applicable law, require AT&T to submit the
transaction for a vote of the AT&T shareholders at the AT&T meeting. The
Comcast Board also considered the terms and conditions of the other
transaction agreements described or referred to in this document.

- Governance. The Comcast Board considered the fact that Brian L. Roberts
will initially be the Chief Executive Officer and President of AT&T
Comcast and will, along with C. Michael Armstrong, comprise the Office of
the Chairman, AT&T Comcast's principal executive deliberative body. The
Comcast Board also considered the fact that Brian L. Roberts will, in
consultation with C. Michael Armstrong, select the initial executive
officers of the combined company.

- Structure of the AT&T Comcast Transaction. The Comcast Board considered
that the transaction is structured as a spin-off and merger of AT&T
Broadband with a subsidiary of AT&T Comcast instead of a spin-off of
AT&T's communications business and merger of AT&T (which would under such
a structure consist primarily of AT&T's broadband business) with a
subsidiary of AT&T Comcast. Comcast believes that the structure of the
AT&T Comcast transaction reduces the potential exposure of the combined
company to historic AT&T liabilities that are not attributable to AT&T's
broadband business. In addition, Comcast believes that the structure of
the AT&T Comcast transaction reduces the potential exposure of the
combined company to contractual liabilities of AT&T's communications
business.

The Comcast Board also considered potential adverse consequences and
negative factors, primarily consisting of the following, but concluded that the
positive factors outweighed these negative factors:

- Risk Factors. The Comcast Board considered the risks described under
"Summary and Overview of the Transactions —-- Risk Factors relating to the
AT&T Comcast Transaction" and "Summary and Overview of the
Transactions —-—- Risk Factors relating to the Business of AT&T Comcast."

— Increased Debt Level. AT&T has allocated a significant portion of AT&T's
consolidated debt to AT&T Broadband. As a result of this allocation, AT&T
Comcast will be more leveraged than Comcast has historically been. The
Comcast Board believes that the financial strength of the combined
company and the deleveraging opportunities that will be available
following completion of the mergers will enable AT&T Comcast to support
and reduce this debt level.

— Potential Additional Payments. The Comcast Board considered provisions
of the merger agreement that may require Comcast to increase the amount
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of AT&T Comcast common stock to be issued to AT&T Broadband shareholders
in the AT&T Broadband merger. In particular, the Comcast Board noted that
(1) the aggregate number of shares of AT&T Comcast common stock to be
issued to holders of AT&T Broadband common stock may be increased by up
to 3% if the AT&T Comcast common stock issued to holders of AT&T
Broadband common stock is not included in the Standard & Poor's 500 Index
and there is a per share disparity between the average trading price of
such class of stock and AT&T Comcast Class A Special common stock, in
each case shortly after completion of the mergers, and (2) the aggregate
number of shares of AT&T Comcast common stock to be issued to holders of
AT&T Broadband common stock may also be increased, without limit, to the
extent that such shares do not represent more than 50% of the total value
of AT&T Comcast common stock that will be outstanding upon completion of
the mergers.

In addition, the Comcast Board was aware of the interests of certain of its
directors and officers described under "Employee Benefits Matters —-- Interests
of Directors and Officers in the AT&T Comcast Transaction."

Due to the variety of factors and the quality and amount of information
considered, the Comcast Board did not find it practicable to and did not make
specific assessments of, quantify or assign relative weights to the specific
factors considered in reaching its determination to approve the merger agreement
and the transactions contemplated by the merger agreement. Instead, the Comcast
Board made its
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determination after consideration of all factors taken together. In addition,
individual members of the Comcast Board may have given different weight to
different factors.

COMCAST'S PREFERRED STRUCTURE PROPOSAL

Background. The Comcast charter provides that if in a transaction like the
Comcast merger the holders of the Comcast Class A common stock, the Comcast
Class B common stock and the Comcast Class A Special common stock do not receive
the same consideration for each of their shares of Comcast common stock (i.e.,
the same amount of cash or the same number of shares of each class of stock
issued in the transaction in proportion to the number of shares of Comcast
common stock held by them, respectively, without regard to class), the holders
of each class of Comcast common stock must receive "mirror" securities (i.e.,
shares of a class of stock having substantially equivalent rights as the
applicable class of Comcast stock). It is unclear that the shares of AT&T
Comcast Class A common stock to be issued to holders of the Comcast Class A
common stock in the Comcast merger under the Preferred Structure qualify as
"mirror" securities because the per share voting rights of the Class A common
stock relative to the per share voting rights of the Class B common stock will
decrease. Consequently, Comcast has decided to seek the approval of the holders
of the Comcast Class A common stock, voting as a single class, and holders of
Comcast Class A common stock and Comcast Class B common stock, voting together
as a single class, to the adoption of an amendment to the Comcast charter that
expressly permits implementation of the Preferred Structure. If approved, the
Comcast charter amendment would be effected immediately prior to the Comcast
merger. This proposal is referred to in this document as the "preferred
structure proposal." If the AT&T Comcast transaction does not occur, the Comcast
charter amendment will not be effected, even if the preferred structure proposal
is approved. A copy of the Comcast charter amendment that would be filed prior
to completion of the transaction if the preferred structure proposal is approved
is attached as Annex E to this document.
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Recommendation. The Comcast Board has unanimously determined that the
Preferred Structure is in the best interests of the holders of the Comcast Class
A common stock. The Comcast Board recommends that holders of Comcast common
stock vote FOR the adoption of the Comcast charter amendment described above. If
the holders of Comcast Class A common stock, voting as a single class, and
holders of Comcast Class A common stock and Comcast Class B common stock, voting
together as a single class, approve the preferred structure proposal, the
Preferred Structure will be implemented upon completion of the transaction. See
"Description of the AT&T Comcast Transaction Agreements —-- The Merger
Agreement —-- Merger Consideration —-- Preferred Structure." If holders of Comcast
Class A common stock, voting as a single class, or holders of Comcast Class A
common stock and Comcast Class B common stock, voting together as a single
class, do not approve the preferred structure proposal, the Alternative
Structure will be implemented upon completion of the transaction. See

"Description of the AT&T Comcast Transaction Agreements —-- The Merger
Agreement —-- Merger Consideration —-- Alternative Structure."
Reason. In the course of determining that the Preferred Structure is in

the best interests of the holders of Comcast Class A common stock, the Comcast
Board consulted with management, as well as its financial and legal advisors.
After taking into account their advice, the Comcast Board decided to recommend
approval of the preferred structure proposal based on its belief that the
holders of Comcast Class A common stock will benefit from owning shares in an
extremely liquid class of stock. If the Preferred Structure is implemented and
the QUIPS exchange transaction occurs, upon completion of the AT&T Comcast
transaction, there will be approximately 1.372 billion outstanding shares of
AT&T Comcast Class A common stock. By contrast, if the Alternative Structure is
implemented and regardless of whether or not the QUIPS exchange transaction
occurs, upon completion of the AT&T Comcast transaction, there will only be
approximately 22 million outstanding shares of AT&T Comcast Class A common
stock. While holders of AT&T Comcast Class A common stock, together with holders
of AT&T Comcast Class B common stock, will have specific approval rights over
numerous corporate actions under the Alternative Structure that they will not
have under the Preferred Structure, holders of AT&T Comcast Class B common stock
will control these approval rights because holders of AT&T Comcast Class B
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common stock will hold approximately 86.7% of the votes entitled to be cast on
such matters. In addition, Comcast does not believe that the increased per share
voting power of AT&T Comcast Class A common stock under the Alternative
Structure relative to the per share voting power of the AT&T Comcast Class A
common stock under the Preferred Structure outweighs the advantage of the
greater liquidity that the AT&T Comcast Class A common stock will have under the
Preferred Structure relative to the Alternative Structure. See "Certain Legal
Information —-- Description of AT&T Comcast Capital Stock —-—- AT&T Comcast Class A
Common Stock —-- Voting Rights."

AT&T'S REASONS FOR THE AT&T COMCAST TRANSACTION

At a meeting held on December 19, 2001, the AT&T Board unanimously
determined that the AT&T Comcast transaction, including the separation, the AT&T
Broadband spin-off and the AT&T Broadband merger, is fair to and in the best
interests of AT&T shareholders. The AT&T Board recommends that holders of AT&T
common stock vote FOR approval and adoption of the merger agreement and the
transactions contemplated by the merger agreement. In the course of determining
that the AT&T Comcast transaction, including the separation, the AT&T Broadband
spin-off and the AT&T Broadband merger, is fair to and in the best interests of
AT&T shareholders, the AT&T Board consulted with management, as well as its
legal and financial advisors, and considered the following primary factors:
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— Valuation. The AT&T Board believes that the AT&T Broadband exchange
ratio provides AT&T shareholders with an attractive valuation for their
interest in AT&T Broadband and offers superior and more certain value
than the alternatives that were available to AT&T. These alternatives
included other combination proposals with respect to AT&T Broadband,
continuing with the separation of AT&T Broadband without any combination
and retaining AT&T Broadband as part of AT&T.

— Strength of Combined Company. AT&T believes that the combination of AT&T
Broadband with Comcast will create a leading entertainment,
communications and information company, passing more than 38 million
homes with more than 22 million subscribers. The combined company will
have a presence in 41 states and will be the leader in eight of the ten
largest U.S. cable marketing areas and a major presence in 17 of the 20
largest cable marketing areas. AT&T believes that the combined company
will be a leader in advanced services, well positioned for developing and
bringing to market new and innovative products and services for
consumers. The scale of the combined company is expected to accelerate
broadband deployment in areas such as telephony, video on demand, home
networking and interactive television. AT&T Comcast is also expected to
be able to take advantage of significant cost and revenue synergies. By
virtue of their large equity interest (approximately [ 1% in the
aggregate), AT&T shareholders will have a significant opportunity to
participate in the future performance of the combined company.

— Telephony Strategy. AT&T Comcast is expected to be able to take
advantage of AT&T Broadband's cable telephony expertise in order to
develop telephony opportunities and increase revenues from telephony
service offerings. The AT&T Board believes that the opportunity to
utilize AT&T Comcast's extensive facilities should enhance the growth
opportunities of the combined company.

— Benefits of Separating AT&T Broadband. The AT&T Board continues to
believe that the separation of AT&T Broadband from the communications
services businesses of AT&T provides benefits to both businesses. The
separation is expected to give the broadband and communications services
businesses greater financial and operating strength to help realize
growth opportunities, reduce the complexity inherent in managing an
integrated enterprise of broadband and communications businesses, allow
the businesses to create more effective management incentive and
retention programs and allow for more focused investment opportunities
than those presented by a diversified AT&T. The AT&T Board believes that
the AT&T Broadband merger will only enhance these benefits by creating a
better and stronger broadband business.
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— Improvement of Financial Position of AT&T. AT&T has been pursuing a
course of activities designed to reduce its debt levels. The AT&T Board
believes that the allocation of a significant portion of AT&T's
consolidated debt to AT&T Broadband, followed by the combination of AT&T
Broadband with Comcast, will improve AT&T's financial position. AT&T
believes that the combined AT&T Comcast will have greater financial
strength and ability to support the debt allocated to AT&T Broadband and
to engage in further debt reduction activities than an independent AT&T
Broadband, and that the communications services business will have a
strong capital position following the separation of AT&T Broadband,
putting it in a better position to take advantage of opportunities in the
future.

— Opinions of Financial Advisors. Credit Suisse First Boston and Goldman
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Sachs, financial advisors to AT&T, rendered to the AT&T Board separate
written opinions, each dated December 19, 2001, to the effect that, as of
that date and based on and subject to the matters described in its
opinion, the AT&T Broadband exchange ratio was fair, from a financial
point of view, to the holders of AT&T Broadband common stock immediately
prior to the mergers, other than Comcast and its affiliates. The opinions
of Credit Suisse First Boston and Goldman Sachs are attached as Annexes J
and K, respectively, to this document and should be carefully read in
their entireties.

- Tax-Free Transaction. AT&T expects the AT&T Comcast transaction,
including the separation, the AT&T Broadband spin-off and the AT&T
Broadband merger, to be tax-free for U.S. federal income tax purposes to
AT&T's shareholders.

— Other Agreement Terms. The AT&T Board considered the other terms and
conditions of the merger agreement, the separation and distribution
agreement and the related agreements, which are summarized in this
document. The AT&T Board took particular note of the provision that AT&T
and Comcast will seek to have the class of AT&T Comcast common stock
which the shareholders of AT&T will receive in the AT&T Broadband merger
included in the Standard & Poor's 500 Index. If the class is not
included, the shareholders of AT&T will receive in the AT&T Broadband
merger additional shares of the same class of AT&T Comcast common stock
(up to an additional 3%) if the shares they receive in the AT&T Broadband
merger trade below the AT&T Comcast Class A Special shares during a
specified measurement period following the closing of the AT&T Broadband
merger.

The AT&T Board also considered potential adverse consequences and negative
factors, primarily consisting of the following, but concluded that the positive
factors outweighed these negative factors:

- Risk Factors. The AT&T Board considered the risks described under
"Summary and Overview of the Transactions -- Risk Factors."
— Governance of AT&T Comcast. Upon completion of the AT&T Comcast

transaction, the voting power of the Roberts family will remain
disproportionate to the Roberts family's economic interest. Under either
of the two capital structures that could be implemented upon completion
of the AT&T Comcast transaction, the Roberts family and its transferees
will hold 33 1/3% of the voting power of AT&T Comcast through their
ownership of shares of AT&T Comcast Class B common stock representing
less than 1.5% of the economic interest in the combined company. In
addition, this voting interest will not be diluted by future issuances of
shares of any other class of AT&T Comcast stock.

— Difficulty in Execution. A significant degree of difficulty and
management distraction is inherent in the process of separating AT&T
Broadband from AT&T and integrating AT&T Broadband and Comcast. In
addition, there is a risk that cost efficiencies and benefits sought in
the AT&T Broadband merger might not be fully achieved or that achieving
these benefits may take longer than expected.

- Share Trading Prices. There is no assurance as to the trading prices of
the shares of AT&T Comcast or AT&T following completion of the AT&T
Broadband spin-off and mergers. In addition, while AT&T and Comcast will

seek to have the class of AT&T Comcast common stock which the
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shareholders of AT&T will receive in the AT&T Broadband merger included
in the Standard & Poor's 500 Index, there is no assurance that the
companies will be successful in achieving this inclusion. If the class of
AT&T Comcast common stock issuable in the AT&T Broadband merger is not
included in the index, this may adversely affect their trading price. In
this event, while AT&T shareholders will receive additional shares of the
same class of AT&T Comcast common stock to the extent the shares they
receive in the AT&T Broadband merger trade below the AT&T Comcast Class A
Special shares during a specified measurement period following the
closing of the mergers, this protection is limited to 3%.

— Alternative Transactions Not Permitted. The provisions of the merger
agreement do not permit AT&T to terminate the merger agreement for an
alternative transaction involving AT&T Broadband, although AT&T is
permitted to conduct negotiations with third parties under limited
circumstances, and the merger agreement requires AT&T to pay a $1.5
billion fee to Comcast in the event the merger agreement is terminated
under specified circumstances.

— AT&T's Lack of Diversification and Reduced Size. The lack of
diversification and reduced size of AT&T following the separation of AT&T
Broadband could affect its ability to achieve economies of scale, could
create capital and size constraints that did not previously exist, could
create increased costs due to decreasing purchasing power and could limit
its ability to obtain financing.

— Potential Volatility of Earnings and Stock Prices. As more focused
companies, the earnings of each of AT&T and AT&T Comcast will be more
closely tied to its particular performance and as a result their
securities could be subject to greater volatility.

In addition, the AT&T Board was aware of the interests of certain of its
directors and officers described under "Employee Benefits Matters —-- Interests
of Directors and Officers in the AT&T Comcast Transaction."

Due to the variety of factors and the quality and amount of information
considered, the AT&T Board did not find it practicable to and did not make
specific assessments of, quantify or assign relative weights to the specific
factors considered in reaching its determination to approve the merger agreement
and the transactions contemplated by the merger agreement. Instead, the AT&T
Board made its determination after consideration of all factors taken together.
In addition, individual members of the AT&T Board may have given different
weight to different factors.

MATERIAL FEDERAL INCOME TAX CONSEQUENCES

The following summary discusses the material U.S. federal income tax
consequences of the separation, the AT&T Broadband spin-off and the mergers to
United States Holders of AT&T common stock, AT&T Broadband common stock and
Comcast common stock. This discussion is based on the Code, the Treasury
Regulations promulgated thereunder, judicial opinions, published positions of
the Internal Revenue Service, and all other applicable authorities as of the
date of this document, all of which are subject to change (possibly with
retroactive effect).

As used in this document, the term "United States Holder" means:
— a citizen or resident of the United States;
- a corporation, or other entity taxable as a corporation for U.S. federal

income tax purposes, created or organized in or under the laws of the
United States or of any political subdivision thereof; or
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- an estate or trust the income of which is subject to United States
federal income taxation regardless of its source.

The term United States Holder also includes certain former citizens and
residents of the United States.
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This discussion does not describe all of the tax consequences that may be
relevant to a holder in light of his particular circumstances or to holders
subject to special rules, such as:

- certain financial institutions;

- insurance companies;

- tax-exempt organizations;

- dealers in securities or foreign currencies;

- persons holding AT&T common stock, AT&T Broadband common stock or Comcast
common stock as part of a hedge;

— United States Holders whose functional currency is not the U.S. dollar;

- partnerships or other entities classified as partnerships for U.S.
federal income tax purposes;

— persons subject to the alternative minimum tax;

— shareholders who acquired their AT&T common stock, AT&T Broadband common
stock or Comcast common stock through the exercise of options or
otherwise as compensation or through a tax-qualified retirement plan; or

- holders of options granted under any AT&T or Comcast benefit plan.

In addition, this summary is limited to shareholders that hold their AT&T
common stock, AT&T Broadband common stock or Comcast common stock as capital
assets. This discussion also does not address any tax consequences arising under
the laws of any state, local or foreign jurisdiction.

Accordingly, each AT&T, AT&T Broadband and Comcast shareholder is strongly
urged to consult with a tax adviser to determine the particular federal, state,
local or foreign income or other tax consequences to him of the AT&T Broadband
spin-off and the mergers.

MATERIAL FEDERAL INCOME TAX CONSEQUENCES OF THE SEPARATION AND THE AT&T
BROADBAND SPIN-OFF

It is a condition to both the AT&T Broadband spin-off and the mergers that
AT&T has obtained one or more private letter rulings from the Internal Revenue
Service, which will continue in effect at the time of the AT&T Broadband
spin-off and mergers, to the effect that:

— the separation and the AT&T Broadband spin-off will be tax—-free to AT&T
and its shareholders under Sections 355 and 368 (a) of the Code,

— the mergers will not cause the separation and the AT&T Broadband spin-off
to fail to be qualified as a tax—-free transaction pursuant to Section 355
of the Code, and
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— the separation and the AT&T Broadband spin-off will not cause the
distribution by AT&T of all of the common stock of AT&T Wireless or of
Liberty Media to fail to qualify as tax-free transactions pursuant to
Sections 355 and 368 (a) of the Code.

This condition may be waived if AT&T and Comcast mutually agree to obtain
an opinion to the same effect from tax counsel of a nationally recognized
reputation mutually acceptable to AT&T and Comcast. To the extent this summary
describes the federal income tax consequences of the separation and the AT&T
Broadband spin-off, such consequences will be set forth in the private letter
ruling or the opinion referred to in the preceding sentence. The receipt of the
private letter ruling and its continuing validity are subject to factual
representations and assumptions. Neither AT&T nor AT&T Broadband nor Comcast is
aware of any facts or circumstances that would cause such representations and
assumptions to be untrue.
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Assuming the continuing effectiveness of the private letter ruling or the
opinion described above, for U.S. federal income tax purposes, the tax
consequences of the separation and the AT&T Broadband spin-off are as follows:

- no gain or loss will be recognized by, and no amount will be included in
the income of, AT&T or AT&T Broadband upon the separation and the AT&T
Broadband spin-off other than gains related to certain intercompany
transactions that will be triggered by the AT&T Broadband spin-off;

- no gain or loss will be recognized by, and no amount will be included in
the income of, United States Holders of AT&T common stock upon their
receipt of shares of AT&T Broadband common stock in the AT&T Broadband
spin-off;

— a United States Holder of AT&T common stock will apportion the tax basis
of such holder's AT&T common stock on which AT&T Broadband common stock
is distributed between AT&T common stock and the AT&T Broadband common
stock received in the AT&T Broadband spin-off in proportion to the fair
market values of such AT&T common stock and AT&T Broadband common stock
on the date of the AT&T Broadband spin-off; and

— the holding period of the shares of AT&T Broadband common stock received
by a United States Holder of AT&T common stock in the AT&T Broadband
spin-off will include the period during which such holder held the AT&T
common stock on which the AT&T Broadband common stock is distributed.

Current Treasury Regulations require each holder of AT&T common stock who
receives AT&T Broadband common stock pursuant to the AT&T Broadband spin-off to
attach to his or her federal income tax return for the year in which the AT&T
Broadband spin-off occurs, a detailed statement setting forth such data as may
be appropriate in order to show the applicability of Section 355 of the Code to
the AT&T Broadband spin-off. AT&T will provide the appropriate information to
each of its shareholders of record.

MATERIAL FEDERAL INCOME TAX CONSEQUENCES OF THE MERGERS

AT&T and Comcast have structured the mergers so that it is anticipated that
the mergers will qualify as a tax-free exchange for U.S. federal income tax
purposes. It is a condition to the Comcast merger that Comcast receive an
opinion from Davis Polk & Wardwell, counsel to Comcast, dated the date of the
mergers and it is a condition to the AT&T Broadband merger that AT&T receive an
opinion from Wachtell, Lipton, Rosen & Katz, counsel to AT&T, dated the date of
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the mergers, each to the effect that, on the basis of the facts, representations
and assumptions set forth in such opinion, the mergers will constitute an
exchange to which Section 351 of the Code applies. Any change in currently
applicable law, which may or may not be retroactive, or the failure of any
factual representations or assumptions to be true, correct and complete in all
material respects, could affect the validity of the Davis Polk & Wardwell tax
opinion and the Wachtell, Lipton, Rosen & Katz tax opinion.

An opinion of counsel represents counsel's best legal judgment and is not
binding on the Internal Revenue Service or any court. No ruling has been or will
be sought from the Internal Revenue Service as to the U.S. federal income tax
consequences of the mergers and, as a result, there can be no assurance that the
Internal Revenue Service will not disagree with, or challenge, any of the
conclusions described below.

Subject to the discussion below relating to the receipt of cash instead of
fractional shares and assuming the mergers qualify as an exchange under Section
351 of the Code, for U.S. federal income tax purposes, the tax consequences of
the mergers will be as follows:

— the mergers will constitute an exchange to which Section 351 of the Code
applies;

- no gain or loss will be recognized by Comcast, AT&T Broadband, AT&T
Broadband's merger subsidiary, or Comcast's merger subsidiary as a result

of the mergers;
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- no gain or loss will be recognized by:

—— United States Holders of AT&T Broadband common stock on the exchange of
their AT&T Broadband common stock for AT&T Comcast common stock; or

—— United States Holders of Comcast common stock on the exchange of their
Comcast common stock for AT&T Comcast common stock;

the aggregate adjusted basis of the AT&T Comcast common stock received in
the mergers by:

—-— a United States Holder of AT&T Broadband common stock will be equal to
the aggregate adjusted basis of the United States Holder's AT&T
Broadband common stock exchanged for that AT&T Comcast common stock,
reduced by any tax basis allocable to the fractional share interests in
AT&T Comcast common stock for which cash is received; and

—-— a United States Holder of Comcast common stock will be equal to the
aggregate adjusted basis of the United States Holder's Comcast common
stock exchanged for that AT&T Comcast common stock; and

— the holding period of the AT&T Comcast common stock received in the
mergers by:

—-— a United States Holder of AT&T Broadband common stock will include the
holding period of the United States Holder's AT&T Broadband common
stock exchanged for that AT&T Comcast common stock; and

—-— a United States Holder of Comcast common stock will include the holding
period of the United States Holder's Comcast common stock exchanged for
that AT&T Comcast common stock.
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Cash Instead of Fractional Shares. AT&T Comcast will not issue any
fractional shares in the AT&T Broadband merger. Instead, any fractional
interests AT&T Broadband shareholders otherwise would have been entitled to
receive will be sold and the proceeds will be paid to those shareholders. The
receipt of cash instead of a fractional share of AT&T Comcast common stock by a
United States Holder of AT&T Broadband common stock will result in taxable gain
or loss to such United States Holder for U.S. federal income tax purposes based
upon the difference between the amount of cash received by such United States
Holder and the United States Holder's adjusted tax basis in the fractional share
as set forth above. The gain or loss will constitute capital gain or loss and
will constitute long-term capital gain or loss if the United States Holder's
holding period is greater than one year as of the date of the mergers. The
deductibility of capital losses is subject to limitations.

Backup Withholding. Under the Code, if you are a non-corporate AT&T
Broadband shareholder and you receive cash instead of fractional shares of AT&T
Comcast common stock, you may be subject, under certain circumstances, to backup
withholding at the rates provided for in the Code with respect to such cash
unless you provide proof of an applicable exemption or a correct taxpayer
identification number, and otherwise comply with applicable requirements of the
backup withholding rules. Amounts withheld under the backup withholding rules
are not additional taxes and may be refunded or credited against your U.S.
federal income tax liability; provided that you furnish the required information
to the Internal Revenue Service.

Reporting Requirements. A United States Holder of Comcast common stock or
AT&T Broadband common stock receiving AT&T Comcast common stock as a result of
the mergers may be required to retain records related to such United States
Holder's Comcast common stock or AT&T Broadband common stock, as the case may
be, and file with its federal income tax return a statement setting forth facts
relating to the mergers.

REGULATORY MATTERS

It is a condition to Comcast's and AT&T's obligations to complete the AT&T
Comcast transaction that all regulatory approvals required to complete the AT&T
Comcast transaction be obtained, except where the failure to obtain any such
approvals would not reasonably be expected to have a material
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adverse effect on Comcast, AT&T's broadband business or AT&T's communications
business. See "Description of the AT&T Comcast Transaction Agreements —-- The
Merger Agreement —-- Conditions to the Completion of the Mergers" and
"Description of the AT&T Comcast Transaction Agreements —-- The Separation and
Distribution Agreement -- Conditions to the Completion of the Separation and the
AT&T Broadband Spin-off." Comcast and AT&T have agreed to use their best efforts
to obtain all regulatory approvals that are necessary or advisable in connection
with the AT&T Comcast transaction. In addition, Comcast and AT&T have also
agreed to take all actions necessary to obtain termination of the applicable
waiting periods under the Hart-Scott-Rodino Antitrust Improvements Act of 1976
relating to the AT&T Comcast transaction and to obtain all consents of the FCC
required to complete the AT&T Comcast transaction. See "Description of the AT&T
Comcast Transaction Agreements —-- The Merger Agreement —-- Covenants —-- Covenant
to Obtain Regulatory Approvals."

The material regulatory requirements affecting the AT&T Comcast transaction
are summarized below. Although Comcast and AT&T have not yet received the
regulatory approvals discussed below, Comcast and AT&T anticipate that they will
obtain regulatory approvals sufficient to complete the AT&T Comcast transaction
by the end of 2002.
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Antitrust Considerations. The mergers are subject to the requirements of
the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, which
prevents specified transactions from being completed until required information
and materials are furnished to the U.S. Department of Justice and the Federal
Trade Commission and specified waiting periods are terminated or expire. On
January 22, 2002, Comcast and AT&T filed the required information and materials
to notify the U.S. Department of Justice and the Federal Trade Commission of the
mergers. Unless extended or earlier terminated, the Hart-Scott-Rodino Antitrust
Improvements Act of 1976 waiting period will expire on February 21, 2002, which
is thirty calendar days after Comcast's and AT&T's filing of the required
notification materials.

The U.S. Department of Justice, the Federal Trade Commission and, under
certain circumstances, states or private parties may challenge the mergers on
antitrust grounds, either before or after expiration of the waiting period.
Accordingly, at any time before or after the completion of the mergers, either
the U.S. Department of Justice or the Federal Trade Commission could take action
under the antitrust laws as it deems necessary or desirable in the public
interest, or states or other persons could take action under the antitrust laws,
including seeking to enjoin the mergers. There can be no assurance that a
challenge to the mergers will not be made or that, if a challenge is made, that
Comcast and AT&T will prevail.

Federal Communications Commission. Pursuant to the Communications Act of
1934, as amended, the transfer of control of licenses issued by the FCC
typically requires prior FCC approval. Comcast and AT&T each directly or
indirectly hold FCC licenses and intend to obtain any necessary approvals from
the FCC in connection with the mergers and the other proposed transactions. The
FCC will conduct a proceeding to review the information and materials that
Comcast and AT&T will file in support of their applications. Interested members
of the public are entitled to participate in this proceeding. There can be no
assurance that a challenge to the mergers or the transfer of control of the
licenses and authorizations will not be made in this proceeding or that, if a
challenge is made, that Comcast and AT&T will prevail.

State and Local Governmental Authorities. The mergers are also subject to
certain state and local governmental approvals or actions. Comcast and AT&T have
filed or will file applications and formal notifications in connection with the
mergers with a substantial number of states and local franchising authorities.
These filings seek the level of review and consent appropriate under the laws
and regulations of each state and each local franchising authority's franchise
agreement. Where approval or consent is required for transfer of control of
cable television franchises, the governing legal standard addresses the legal,
technical and financial and, in Massachusetts, managerial qualifications of the
company acquiring control. For transfers of control of regulated telephony
service providers, the governing legal standard is typically whether the
transaction is "in the public interest."

States and local franchising authorities may, in connection with the
approval process, seek to impose conditions or limitations upon the companies.
As a result, depending on the nature of any conditions imposed by state
authorities or local franchise authorities, these conditions could jeopardize or
delay

I1-17

completion of the mergers. Additionally, if Comcast and AT&T decide to complete
the mergers notwithstanding any conditions imposed by state authorities or local
franchise authorities, the expected benefits of the mergers may be reduced. See
"Summary and Overview of the Transactions —-- Risk Factors -- Risk Factors
Relating to the Business of AT&T Comcast."
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Other Regulatory Filings. Comcast and AT&T conduct operations in a number
of jurisdictions where other regulatory filings or approvals may be required or
advisable in connection with the completion of the AT&T Comcast transaction.
Comcast and AT&T are currently in the process of reviewing whether other filings
or approvals may be required or desirable in these other jurisdictions. If
Comcast and AT&T conclude other filings or approvals are required or desirable,
it is anticipated that such filings will be completed and such approvals will be
sought. However, the failure to complete such filings or to obtain such
approvals is not expected to have a material effect on the combined company.

There can be no assurances that Comcast and AT&T will obtain all of the
regulatory approvals described above that are necessary to complete the AT&T
Comcast transaction or that the granting of these approvals will not involve the
imposition of conditions on the completion of the AT&T Comcast transaction or
require changes to the terms of the AT&T Comcast transaction. See "Summary and
Overview of the Transactions —-—- Risk Factors —-- Risk Factors Relating to the
AT&T Comcast Transaction".

APPRAISAL RIGHTS

Holders of Comcast Class A common stock and Comcast Class A Special common
stock are not entitled to appraisal rights in connection with the AT&T Comcast
transaction.

Holders of AT&T common stock are not entitled to appraisal rights in
connection with the AT&T Comcast transaction.

FEDERAL SECURITIES LAWS CONSEQUENCES; STOCK TRANSFER RESTRICTION AGREEMENTS

The shares of AT&T Comcast common stock to be issued in connection with the
mergers will be registered under the Securities Act and will be freely
transferable under the Securities Act, except for shares of AT&T Comcast common
stock issued to any person who is deemed to be an "affiliate" of either Comcast
or AT&T Broadband at the time of the meetings. Persons who may be deemed to be
affiliates of Comcast or AT&T Broadband include individuals or entities that
control, are controlled by or are under the common control of Comcast or AT&T
Broadband, as applicable, and may include executive officers and directors of
Comcast or AT&T Broadband, as applicable, as well as significant shareholders of
Comcast or AT&T Broadband, as applicable. Affiliates may not sell their shares
of AT&T Comcast common stock acquired in connection with the mergers except
pursuant to:

— an effective registration statement under the Securities Act covering the
resale of those shares;

— an exemption under paragraph(d) of Rule 145 under the Securities Act; or
— any other applicable exemption under the Securities Act.

AT&T Comcast's registration statement on Form S-4, of which this document
forms a part, does not cover the resale of shares of AT&T Comcast common stock
to be received by affiliates of Comcast or AT&T Broadband in the mergers.

ACCOUNTING TREATMENT

The mergers will be accounted for by Comcast as an acquisition under the
purchase method of accounting. Under this method of accounting, the assets and
liabilities of AT&T Broadband not previously owned by Comcast or its affiliates
will be recorded at their fair value, and any excess of Comcast's purchase price
over the fair value of AT&T Broadband's tangible net assets not previously owned
by Comcast or its affiliates will be recorded as intangible assets, including
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goodwill.
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CHAPTER THREE
FINANCIAL INFORMATION RELATING TO THE AT&T COMCAST TRANSACTION

AT&T COMCAST CORPORATION
UNAUDITED PRO FORMA COMBINED CONDENSED FINANCIAL STATEMENTS

The following Unaudited Pro Forma Combined Condensed Balance Sheet of AT&T
Comcast as of September 30, 2001 gives effect to the AT&T Comcast transaction.
The following Unaudited Pro Forma Combined Condensed Statements of Operations of
AT&T Comcast for the nine months ended September 30, 2001 and for the year ended
December 31, 2000 give effect to the AT&T Comcast transaction and AT&T's
acquisition of MediaOne Group, which occurred on June 15, 2000. The pro forma
financial statements reflect the fact that the AT&T Comcast transaction and the
MediaOne acquisition are accounted for under the purchase method of accounting.

Since the acquisition of MediaOne Group occurred prior to September 30,
2001, the financial position of MediaOne Group has been included in the
historical combined AT&T Broadband Group balance sheet as of September 30, 2001.
The Unaudited Pro Forma Combined Condensed Balance Sheet assumes the AT&T
Comcast transaction occurred on September 30, 2001. The Unaudited Pro Forma
Combined Condensed Statements of Operations assume the AT&T Comcast transaction
and AT&T's acquisition of MediaOne Group occurred on January 1, 2000. The
unaudited pro forma financial data is based on the historical consolidated
financial statements of Comcast, the historical combined financial statements of
AT&T Broadband Group and the historical consolidated financial statements of
MediaOne Group under the assumptions and adjustments set forth in the
accompanying explanatory notes.

AT&T and Comcast have determined that the AT&T Comcast transaction will be
accounted for as an acquisition by Comcast of AT&T Broadband Group. As Comcast
is considered the accounting acquiror, the historical basis of Comcast's assets
and liabilities will not be affected by the AT&T Comcast transaction. For
purposes of developing the Unaudited Pro Forma Combined Condensed Balance Sheet
as of September 30, 2001, AT&T Broadband Group's assets, including identifiable
intangible assets, and liabilities have been recorded at their estimated fair
values and the excess purchase price has been assigned to goodwill. The fair
values assigned in these pro forma financial statements are preliminary and
represent management's best estimates of current fair value which are subject to
revision upon completion of the AT&T Comcast transaction. Management of both
companies currently knows of no events or circumstances other than those
disclosed in these pro forma notes that would require a material change to the
preliminary purchase price allocation. However, a final determination of
required purchase accounting adjustments will be made upon the completion of a
study to be undertaken by AT&T Comcast in conjunction with independent
appraisers to determine the fair value of certain of AT&T Broadband Group's
assets, including identifiable intangible assets, and liabilities. Assuming
completion of the AT&T Comcast transaction, the actual financial position and
results of operations will differ, perhaps significantly, from the pro forma
amounts reflected herein due to a variety of factors, including access to
additional information, changes in value not currently identified and changes in
operating results between the dates of the pro forma financial data and the date
on which the AT&T Comcast transaction takes place. See Note (b) to Unaudited Pro
Forma Combined Condensed Balance Sheet.

Comcast stockholders will receive shares of AT&T Comcast Class A common
stock, AT&T Comcast Class B common stock and AT&T Comcast Class A Special common
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stock in exchange for shares of Comcast Class A common stock, Comcast Class B
common stock and Comcast Class A Special common stock, respectively, based on an
exchange ratio of 1 to 1. AT&T Comcast will issue stock options to purchase
shares of AT&T Comcast common stock in exchange for all outstanding stock
options of Comcast, based on an exchange ratio of 1 to 1. See "Certain Legal
Information -- Comparison of AT&T, Comcast and AT&T Comcast Shareholder Rights"
for a description and comparison of the rights of each class of common stock.
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The estimated aggregate consideration and Comcast's transaction costs
directly related to the AT&T Comcast transaction total $49,235.6 million. This
includes the fair value of the issuance of approximately 1,231 million shares of
AT&T Comcast common stock to AT&T shareholders in exchange for all of AT&T's
interests in AT&T Broadband Group, the fair value of the issuance of 115.0
million shares of AT&T Comcast common stock to Microsoft Corporation in exchange
for AT&T Broadband Group shares that Microsoft will receive immediately prior to
the completion of the AT&T Comcast transaction for settlement of their $5
billion aggregate principal amount in quarterly income preferred securities
(QUIPS), the fair value of AT&T Comcast stock options and stock appreciation
rights issued in exchange for AT&T Broadband Group stock options and stock
appreciation rights and Comcast's estimated transaction costs directly related
to the AT&T Comcast transaction. The fair value of the shares to be issued for
AT&T Broadband Group is based on a price per share of $35.97 which reflects the
weighted-average market price of Comcast Class A Special common stock during the
period beginning two days before and ending two days after the AT&T Comcast
transaction was announced. In limited circumstances the number of shares issued
to AT&T shareholders is subject to adjustment. In the event this occurs, the
fair value of all of the shares to be issued would be based on the market price
of Comcast Class A Special common stock on the closing date. In addition to the
consideration paid, AT&T Comcast will refinance $7,819.6 million of debt and
accrued interest assumed from AT&T Broadband Group based on the pro formas.

AT&T Comcast intends to review the synergies of the combined business,
which may result in a plan to realign or reorganize certain of AT&T Broadband
Group's existing operations. The costs of implementing such a plan, if it were
to occur, have not been reflected in the accompanying pro forma financial
statements. The impact of a potential realignment, assuming such a plan were in
place at the consummation date of the AT&T Comcast transaction, could increase
or decrease the amount of goodwill and intangible assets recognized by AT&T
Comcast in accordance with Emerging Issues Task Force No. 95-3, "Recognition of
Liabilities in Connection with a Purchase Business Combination." The Unaudited
Combined Condensed Statements of Operations exclude any benefits that may result
from synergies that may be derived, or the elimination of duplicative efforts.

Among the provisions of Statement of Financial Accounting Standards No.
141, "Business Combinations," new criteria have been established for determining
whether intangible assets should be recognized separately from goodwill.
Statement of Financial Accounting Standards No. 142, "Goodwill and Other
Intangible Assets" ("SFAS 142") provides, among other guidelines, that goodwill
and intangible assets with indefinite lives will not be amortized, but rather
will be tested for impairment on at least an annual basis. Management of both
companies believes that cable franchise operating rights have indefinite lives
based upon an analysis utilizing the criteria in paragraph 11 of SFAS 142. The
pro forma adjustments to the Unaudited Pro Forma Combined Condensed Statements
of Operations reflect the elimination of AT&T Broadband Group's amortization
expense related to goodwill and cable franchise operating rights since this
acquisition will be accounted for under the provisions of SFAS 142.

Comcast incurred goodwill and cable franchise operating rights amortization
expense of approximately $1,556.0 million and $1,473.0 million for the year
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ended December 31, 2000 and nine months ended September 30, 2001, respectively.
The historical consolidated financial statements of Comcast included in the
Unaudited Pro Forma Combined Condensed Statements of Operations include the
amortization expense related to Comcast's goodwill and cable franchise operating
rights, which has not been eliminated in the pro forma adjustments. Effective
January 1, 2002, Comcast will, in accordance with the provisions of SFAS 142, no
longer amortize goodwill and cable franchise operating rights.

The pro forma financial data presented assumes the AT&T Comcast transaction
is completed under the Preferred Structure (see "Description of the AT&T Comcast
Transaction Agreements —-- The Merger Agreement —-- Merger Consideration -- The
Preferred Structure"). However, if the AT&T Comcast transaction were completed
under the Alternative Structure (see "Description of the AT&T Comcast
Transaction Agreements —-- The Merger Agreement —-- Merger Consideration -- The
Alternative Structure"), this would have no impact on the pro forma financial
statements as presented. Management
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of both companies believes that the assumptions used provide a reasonable basis
on which to present the unaudited pro forma financial data. In addition to
AT&T's acquisition of MediaOne Group, both companies have completed other
acquisitions and dispositions which are not significant, individually or in the
aggregate, and, accordingly, have not been included in the accompanying
unaudited pro forma financial data. The unaudited pro forma financial data may
not be indicative of the financial position or results that would have occurred
if AT&T's acquisition of MediaOne Group and the AT&T Comcast transaction had
been in effect on the dates indicated or which may be obtained in the future.

The unaudited pro forma financial data should be read in conjunction with
the historical consolidated financial statements and accompanying notes thereto
for Comcast, and the historical combined financial statements and accompanying
notes thereto for AT&T Broadband Group, which have been incorporated by
reference or included herein.
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AT&T COMCAST CORPORATION

UNAUDITED PRO FORMA COMBINED CONDENSED BALANCE SHEET
AS OF SEPTEMBER 30, 2001
HISTORICAL
HISTORICAL AT&T PRO FORMA PRC
COMCAST (A) BROADBAND (A) ADJUSTMENTS AT&T
(DOLLARS IN MILLIONS)
ASSETS
CURRENT ASSETS
Cash and cash equivalents..........c.ccvevenn. S 658.4 $ 253.0 S
INVEeSTMENE St v ittt et e ettt ettt ettt eaeeenn 1,271.9
Accounts receivable, net......... .. .. 829.7 604.0
Inventories, net...... ittt eeenneanns 504.3
Other current assets. ... it tieeennnn 165.5 570.0 25.0(bl)
Total current assetsS.....oiiii e, 3,429.8 1,427.0 25.0
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1,878.2(b2)
INVES TMEN T S . &ttt ettt e e et e eeee e eeeeeeannnees 3,302.3 22,492.0 (1,701.0) (d)
PROPERTY AND EQUIPMENT, net........eeieeeennenn 7,001.7 14,292.0
INTANGIBLE ASSETS
(€ e e 7,168.3 20,008.0 (2,683.7) (b3)
Cable franchise operating rights............ 19,938.1 45,513.0 (2,226.0
Other intangible assets........ccoiiiieeeon.. 2,772.1
29,878.5 65,521.0 (4,909.7)
Accumulated amortization.................... (5,503.2) (2,841.0) 2,841.0(b5)
24,375.3 62,680.0 (2,068.7)
OTHER NON—-CURRENT ASSETS. ...ttt tnenenennan 672.3 3,370.0 25.0 (bo6)
$38,781.4 $104,261.0 $ (1,841.5)

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES

Accounts payable and accrued expenses....... $ 3,294.0 $ 2,692.2 $ 1,023.8(b7)
Accrued interest .. .v .ottt e e e 191.5 228.8 (48.4) (c)
Deferred income taxesS.......uieiweneeeennnn 194.6
25.0 (b8)
Short—term debt .... .ttt ittt ieennn 5,390.0 (1,480.2) (c)
Current portion of long-term debt........... 554.4 572.0
Total current liabilities................. 4,234.5 8,883.0 (479.8)
250.0¢(
(11.9)
LONG-TERM DEBT, less current portion.......... 11,494.8 17,312.0 1,528.6(c)
DEFERRED INCOME TAXES . .ttt vt eeennnnnoeeennnnnn 6,453.1 25,659.0 276.7(
(179.0) (b11)
OTHER NON-CURRENT LIABILITIES.....¢etieeeennens 806.2 974.0 (253.9) (b12)
MINORITY INTEREST ...ttt ettt ettt e neeeneennes 954.0 3,319.0 (2,117.8)

Company-Obligated Convertible Quarterly Income
Preferred Securities of Subsidiary Trust
Holding Solely Subordinated Debt Securities

STOCKHOLDERS' EQUITY

1,346.0(bl5)
Common SEOCK . v i it i et et e e e e e e e e e e 944 .9 (47.3) (d)
(1,653.7) (d)
Additional capital....ce ittt 11,742.6 47,614.6(b15)
Retained earnings........oui it eennnn. 1,952.0
Accumulated other comprehensive income...... 199.3
Combined attributed net assets.............. 43,396.0 (43,396.0)
Total stockholders' equity................ 14,838.8 43,396.0 3,863.6
$38,781.4 $104,261.0 $ (1,841.5)

See notes to Unaudited Pro Forma Combined Condensed Balance Sheet
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AT&T COMCAST CORPORATION

NOTES TO UNAUDITED PRO FORMA COMBINED CONDENSED BALANCE SHEET
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNTS)

These columns reflect the historical balance sheets of the respective
companies. Certain reclassifications have been made to the consolidated
historical financial statements of Comcast and to the combined
historical financial statements of AT&T Broadband Group to conform to
the presentation expected to be used by AT&T Comcast.

This entry reflects the preliminary allocation of the purchase price to
identifiable net assets acquired and the excess purchase price to
goodwill.

COMMON
STOCK
CALCULATION OF CONSIDERATION
Issuance of common stock to AT&T shareholders (1,231.0
million shares * S$35.97) ittt it it ittt it e ie e ieennnn $1,231.0 (1)
Issuance of common stock to Microsoft Corporation
(115.0 million shares * $35.97) ittt ieennnnnn 115.0
Fair value of AT&T Comcast stock options resulting from
the conversion of AT&T Broadband Group stock options
in the merger based on Black-Scholes option pricing
0T L
(b15) Comcast common stock equity consideration.............. 1,346.0
(b8) Transaction costs (assumed to be funded —-- $25.0

short-term debt and $250.0 long-term debt)...........
Total consideration. ... ..t iiii it tteeeeeeeeanns

Preliminary estimate of fair value of identifiable net
assets acquired:

(b16) Book value of AT&T Broadband GrOUP . .« .. .eeeeeneneneeeeennsn

Elimination of gross AT&T Broadband Group goodwill.....

(bl) Current portion of deferred financing fees.............
(b2) Preliminary estimate of adjustment to fair value of
INVESEMENtE S . v vttt it e e e e e e e e e e e e
(b4) Preliminary estimate of adjustment to fair value of
cable operating franchise rights.....................
(b5) Elimination of AT&T Broadband Group accumulated
AmOrtization. « vttt e e e e e e e e e
(b6) Long-term portion of deferred financing fees...........
(b7) Preliminary estimate of current tax liability arising
from the transaction.........o.ii ittt eennnnns
(b9) Preliminary estimate of fair value of AT&T Broadband
Group assumed long-term debt.............. ... ...
(b10) Preliminary estimate of adjustment to deferred tax

liability on pro forma adjustments at combined
federal and state statutory rate............ ... ...

ADDITIONAL
CAPITAL

$43,048.1

4,021.6

47,614.6
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(b1l1l) Certain liabilities retained by AT&T..... ¢ enn.
(b12) Preliminary estimate of adjustment to fair value of
other non-current liabilities.............coiiiio....
(b13) Liabilities retained by AT&T related to TCI Pacific
Preferred shares.. ... ..ottt ittt teeeeneenns
(b14) Redemption of Microsoft Corporation QUIPS..............

Preliminary estimate of fair value of identifiable net
assets acqguired. ...ttt ittt e e e e

Acquisition goodwill. . ...ttt e et
Calculation of goodwill acquisition adjustment

Acquisition goodwill. . ...ttt ittt e e e

Gross value of AT&T Broadband Group goodwill...........

(b3) Goodwill acquisition adjustment............c.. .

(i) Maximum number of shares of common stock that could

be issued in the AT&T Broadband merger............. 1,235.0
Share equivalent of intrinsic value of AT&T Broadband
Group stock options and stock appreciation rights..... (4.0)

Common stock to be issued
to AT&T shareholders. ...ttt ittt eeeeneennns 1,231.0

ITI-5

Certain programming and other contracts of AT&T Broadband and Comcast may,
by their terms, be assumed, altered or terminated as a result of the
completion of the AT&T Comcast transaction. However, due to confidentiality
provisions in those contracts as well as legal restrictions, those terms
cannot be shared between the two parties as of the date of this proxy.
Therefore, management cannot currently estimate the impact, if any, of
favorable or unfavorable contracts that may result from the ultimate
allocation of purchase price. See note (m) to the Unaudited Pro Forma
Combined Condensed Statements of Operations for a sensitivity analysis of
the purchase price allocation.

Represents the refinancing of existing short-term debt due to AT&T
($5,390.0) and certain long-term debt ($2,381.2 plus accrued interest of
$48.4) with new debt of AT&T Comcast. The refinancing is assumed to be
funded half with short-term debt and half with long-term debt.
Represents the reclassification of AT&T Broadband Group's investment in
Comcast as follows:
Elimination of Comcast stock held by AT&T Broadband Group... $ (1,701.0)
Reclassification of Comcast stock held by AT&T Broadband
Group to equity (par value common stock $47.3 and additional

capital S$1,653.7) c ittt e e e e e e 1,701.0

ITI-6
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AT&T COMCAST CORPORATION

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2000

HISTORICAL
COMCAST (A)
REVENUES
Service revenuUesS. .. ... eeeeeeneennn $ 4,682.7
Net sales from electronic
retailing......ccoiiiiiiiiin.. 3,535.9
8,218.6
COSTS AND EXPENSES
Operating. ...ttt i i ennnn 2,212.5
Cost of goods sold from electronic
retailing......ccoiiiiiiiiine.. 2,284.9
Selling, general and
administrative........ ... 1,250.9
Depreciation........ouiiiieeeennnn. 837.3
Amortization.......e it 1,794.0
Asset impairment, restructuring and
other charges........... ...,
8,379.6
OPERATING LOSS . ittt it ittt tieeeennn (161.0)
OTHER INCOME (EXPENSE)
Interest exXpense. .. ..o, (691.4)
Investment income (expense)........ 983.9
Income related to indexed debt..... 666.0
Equity in net income (losses) of
affiliates. vttt (21.3)
Other income (expense) ............. 2,825.5
3,762.7
INCOME (LOSS) BEFORE INCOME TAXES,
MINORITY INTEREST, EXTRAORDINARY
ITEMS AND CUMULATIVE EFFECT OF
ACCOUNTING CHANGE. ... ..o 3,601.7
INCOME TAX (EXPENSE) BENEFIT......... (1,441.3)
INCOME (LOSS) BEFORE MINORITY
INTEREST, EXTRAORDINARY ITEMS AND
CUMULATIVE EFFECT OF ACCOUNTING
CHANGE . .« i ittt it e e i i i e e e 2,160.4
Net loss from equity investments.....
MINORITY INTEREST INCOME (EXPENSE)... (115.3)
INCOME (LOSS) BEFORE EXTRAORDINARY
ITEMS AND CUMULATIVE EFFECT OF
ACCOUNTING CHANGE..... ot 2,045.1

HISTORICAL

AT&T

BROADBAND (A)

HISTORICAL

MEDIAONE

INTERCOMPA

1/1/00-6/14/00 (A) ADJUSTMENT

(DOLLARS IN MILLIONS, EXCEPT PER SHAR

$ 8,445.

(5,370.

0

$ 1,325.

342.
435.
271.

(312.

1,563.

1,563.

0 $ (65.1
0 (65.1
0 (21.5
0 (21.6
0
0
0 (43.1
0) (22.0
0)
(37.4
(67.0
0 (2,756.0
0 (2,860.4
0 (2,882.4
0) 1,181.0
0 (1,701.4
(106.0
0 (1,807.4
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PREFERRED DIVIDENDS........iiineenn. (23.5)
INCOME (LOSS) FOR COMMON STOCKHOLDERS
BEFORE EXTRAORDINARY ITEMS AND
CUMULATIVE EFFECT OF ACCOUNTING
CHANGE . . . i ittt it it i i e e $ 2,021.6 $ (5,370.0) $ 1,563.0 $(1,807.4

FEarnings (loss) per share from

continuing operations before

extraordinary items -- basic....... $ 2.27
FEarnings (loss) per share from

operations before extraordinary

items -- assuming dilution......... S 2.16
Weighted average number of common

shares outstanding -- basic........ 890.7
Weighted average number of common

shares outstanding —-- assuming

dilutdion.......coiiiiiiiiiiiiiaa.. 948.7

See Notes to Unaudited Pro Forma Combined Condensed Statement of Operations
I1I1-7
AT&T COMCAST CORPORATION

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF OPERATIONS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2001

HISTORICAL
HISTORICAL AT&T INTERCOMPANY PRO
COMCAST (A) BROADBAND (A) ADJUSTMENTS ADJUST

(DOLLARS IN MILLIONS, EXCEPT PER SHARE

REVENUES
SErVICE TEVENUECS . v v vttt ettt e e e nneeeeees $4,195.0 $ 7,756.0 S (96.7) (b) S
Net sales from electronic retailing......... 2,655.1
6,850.1 7,756.0 (96.7)
COSTS AND EXPENSES
Operating. vttt ittt e e e e e e e e 1,991.6 4,245.0 (56.2) (b)
Cost of goods sold from electronic
retailling. vttt e e e e 1,685.6
Selling, general and administrative......... 1,125.8 1,951.0 (17.0) (b)
Depreciation. ...ttt ittt 760.4 1,952.0
AMOTrtization. v et it ittt e e e e e e e 1,698.7 1,681.0 (1,
Asset impairment, restructuring and other
[0 o = el e 1= 1,494.0
7,262.1 11,323.0 (73.2) (1,
OPERATING LOSS . i it ittt ettt ettt et ee e eeeeeaen (412.0) (3,567.0) (23.5) 1,
OTHER INCOME (EXPENSE)
Interest eXPEeNSE . . ittt ittt teeeeeeeeennenns (549.2) (1,347.0)
Investment income (eXPEense) .......eeeeeeeenn. 1,045.7 (1,245.0) (18.7) (b)

Equity in net income (losses) of
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AffildatesS . i ittt e e e e e e e e e e (26.1)
Other income (EXPensSe) ... vieteneeeeeeennns 1,180.9 (911.0)
1,651.3 (3,503.0) (18.7)

INCOME (LOSS) BEFORE INCOME TAXES, MINORITY
INTEREST, EXTRAORDINARY ITEMS AND CUMULATIVE
EFFECT OF ACCOUNTING CHANGE................. 1,239.3 (7,070.0) (42.2)

INCOME TAX (EXPENSE) BENEFIT.......coiuiuvueene.e.. (602.9) 3,214.0 (750.2) (d)

INCOME (LOSS) BEFORE MINORITY INTEREST,
EXTRAORDINARY ITEMS AND CUMULATIVE EFFECT OF

ACCOUNTING CHANGE. . .ttt ittt ittt it it eeeeen 636.4 (3,856.0) (792.4)
Net loss in equity investments................ (37.0)
MINORITY INTEREST (EXPENSE) INCOME............ (89.8) 905.0 (24.0) (b)

INCOME (LOSS) FOR COMMON STOCKHOLDERS BEFORE
EXTRAORDINARY ITEMS AND CUMULATIVE EFFECT OF
ACCOUNTING CHANGE. .ttt it ittt it iiieeennen $ 546.6 $(2,988.0) $(816.4)

FEarnings (loss) per share from continuing

operations before extraordinary items and

cumulative effect of accounting

change —— basiC. ...ttt ittt eeeeennnnnn $ 0.58
FEarnings (loss) per share from continuing

operations before extraordinary items and

cumulative effect of accounting

change —- assuming dilution................. $ 0.56
Weighted average number of common shares

outstanding —— basic........ ... 949.3
Weighted average number of common shares

outstanding —-- assuming dilution............ 964.7

See Notes to Unaudited Pro Forma Combined Condensed Statement of Operations

ITII-8

AT&T COMCAST CORPORATION

NOTES TO UNAUDITED PRO FORMA COMBINED CONDENSED
STATEMENTS OF OPERATIONS
(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNTS)

(a) These columns reflect the historical statements of operations of the
respective companies. Certain reclassifications have been made to the
consolidated historical financial statements of Comcast and the combined
historical financial statements of AT&T Broadband Group to conform to the
presentation expected to be used by AT&T Comcast.

(b) Adjustment reflects the elimination of historical intercompany transactions
between Comcast and AT&T Broadband Group as follows: amounts charged by
Comcast to AT&T Broadband Group for programming, the gains and losses
resulting from the sales of certain cable systems by AT&T Broadband Group
to Comcast, the gains recorded by AT&T Broadband Group resulting from the
fair value exchange of certain cable systems with Comcast and Excite@Home
transactions.

(c) Adjustment represents the gains recorded by Comcast resulting from
intercompany transactions with AT&T Broadband Group for the year ended
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December 31, 2000.

Gain on systems exchanged. .......c.o ittt iiininneeeennnnnns $1,711.0
Gain on receipt of Excite@Home right................ ... ... 1,045.0
e o= $2,756.0

(d) Represents the aggregate pro forma income tax effect of Notes (b) and (c)

above at the combined federal and state statutory rate.

AT&T Broadband Group has certain intercompany agreements with AT&T Corp.
which will be terminated as of the date of the AT&T Comcast transaction.
The costs of replacing these services is uncertain. However, the impact of
the termination of these arrangements is not expected to be material.

Represents the elimination of AT&T Broadband Group's and MediaOne Group's
historical goodwill and cable franchise operating rights amortization
expense for consolidated subsidiaries and equity method investments. Under
the accounting rules set forth in SFAS 142 issued by the Financial
Accounting Standards Board in June 2001, goodwill and intangibles with
indefinite lives are not amortized against earnings other than in
connection with an impairment.

Represents the net effect on interest expense resulting from the financings
described in Note (c) to the Unaudited Pro Forma Combined Condensed Balance
Sheet. Pro forma interest expense was calculated based on the interest
rates of the historical debt outstanding plus the interest rates of the
planned credit facilities. The pro forma financial information assumes the
financings occurred on January 1, 2000. Amortization of deferred financing
costs was calculated based on the expected amounts and terms of the new
facilities. Short-term rates are assumed to be 4% and long-term rates are
assumed to be 7%. Assuming interest rates changed by 0.125%, the related
interest expense and pre-tax impact on earnings would be $9.7 for the year
ended December 31, 2000 and $7.3 for the nine months ended September 30,
2001.

Represents the decrease in interest expense as a result of the adjustment
of AT&T Broadband Group's long-term debt to its fair value as described in
Note (c) to the Unaudited Pro Forma Combined Condensed Balance Sheet. The
difference between the fair value and the face amount of each borrowing is
amortized as a reduction to interest expense over the remaining term of the
borrowing.

Represents the reclassification of losses in equity investments to conform
with the presentation currently used by Comcast.

Represents the aggregate pro forma income tax effect of Notes (f) through
(h) above at the combined federal and state statutory rate.

III-9
Represents the elimination of historical dividends on QUIPS exchanged for
AT&T Broadband Group common stock.
For basic earnings per share, this adjustment represents the issuance of

AT&T Comcast shares to AT&T shareholders and Microsoft Corporation offset
by shares of Comcast owned by AT&T Broadband Group which are classified as

95



Edgar Filing: COMCAST CORP - Form PREM14A

treasury shares (see Note (d) to the Unaudited Pro Forma Combined Condensed
Balance Sheet). In addition, earnings per share assuming dilution has been
adjusted to include the dilutive effects of AT&T Comcast stock options
issued in exchange for the AT&T Broadband Group stock options.

(m) The pro forma combined condensed financial statements reflect a preliminary
allocation to tangible assets, liabilities, goodwill and other intangible
assets. The final purchase price allocation may result in different
allocations for tangible and intangible assets than that presented in these
pro forma combined condensed financial statements. The following table
shows the absolute dollar effect on pro forma net income (loss) applicable
to common stockholders and net income (loss) per share assuming dilution
for every $500 of purchase price allocated to amortizable assets or certain
liabilities over assumed weighted average useful lives. An increase in the
purchase amount allocated to amortizable assets or a decrease in the amount
allocated to certain liabilities will result in a decrease to net income. A
decrease in the amount allocated to amortizable assets or an increase in
the amount allocated to certain liabilities will result in an increase to
net income.

NINE MONTHS

YEAR ENDED ENDED

WEIGHTED AVERAGE LIFE DECEMBER 31, 2000 SEPTEMBER 30, 2
Five years

Nel dNCOME . vttt ittt et ettt ettt ettt eeeeeeeeeeeeeeannnees $61.5 $46.1

P T SNAT . i ittt ettt e et e ettt et e $0.03 $0.02
Ten years

Netl dNCOME . vttt ittt e e e ettt ettt et ieeeeeeeeeeeeeennnees $30.8 $23.1

P T SNAT . it ittt ettt ettt ettt e $0.01 $0.01
Twenty years

Netl dNCOME . vttt ittt ettt et et e ettt eeeeeeeeeeeeeeennnees $15.4 $11.5

P T SNAT . i ittt ettt ettt e ettt e $0.01 $0.01

III-10

CHAPTER FOUR
OPINIONS OF FINANCIAL ADVISORS

OPINIONS OF COMCAST'S FINANCIAL ADVISORS

At the meeting of the Comcast Board on December 19, 2001, each of Morgan
Stanley, JPMorgan and Merrill Lynch rendered its opinion to the Comcast Board
that, as of that date and based upon and subject to the assumptions,
qualifications and limitations set forth therein, the conversion ratios in the
Comcast merger applicable to the holders of Comcast common stock, in the
aggregate, were fair from a financial point of view to the holders of Comcast
common stock, taken together. Each of Morgan Stanley, JPMorgan and Merrill Lynch
has consented to the inclusion of their respective opinions as Annexes G, H and
I, respectively, to this document.

THE FULL TEXT OF THE OPINIONS OF MORGAN STANLEY, JPMORGAN AND MERRILL
LYNCH, EACH DATED DECEMBER 19, 2001, WHICH SET FORTH, AMONG OTHER THINGS, THE
ASSUMPTIONS MADE, THE PROCEDURES FOLLOWED, MATTERS CONSIDERED, AND
QUALIFICATIONS AND LIMITATIONS OF THE REVIEWS UNDERTAKEN BY EACH OF MORGAN
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STANLEY, JPMORGAN AND MERRILL LYNCH IN RENDERING THEIR RESPECTIVE OPINIONS ARE
ATTACHED AS ANNEXES G, H AND I, RESPECTIVELY, TO THIS DOCUMENT AND ARE
INCORPORATED INTO THIS DOCUMENT BY REFERENCE. THE SUMMARY OF THE MORGAN STANLEY,
JPMORGAN AND MERRILL LYNCH FAIRNESS OPINIONS SET FORTH IN THIS DOCUMENT IS
QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE FULL TEXT OF EACH OF THE OPINIONS.
COMCAST SHAREHOLDERS SHOULD READ THESE OPINIONS CAREFULLY AND IN THEIR ENTIRETY.
EACH OF MORGAN STANLEY, JPMORGAN AND MERRILL LYNCH PROVIDED ITS OPINION FOR THE
INFORMATION AND ASSISTANCE OF THE COMCAST BOARD IN CONNECTION WITH ITS
CONSIDERATION OF THE PROPOSED AT&T COMCAST TRANSACTION. NONE OF THE MORGAN
STANLEY, JPMORGAN OR MERRILL LYNCH OPINIONS IS A RECOMMENDATION TO ANY COMCAST
SHAREHOLDER AS TO HOW ANY SHAREHOLDER SHOULD VOTE WITH RESPECT TO THE PROPOSED
AT&T COMCAST TRANSACTION OR ANY OTHER MATTER AND SHOULD NOT BE RELIED UPON BY
ANY COMCAST SHAREHOLDER AS SUCH.

OPINION OF MORGAN STANLEY

In connection with rendering its opinion, Morgan Stanley, among other
things:

— reviewed certain publicly available financial statements and other
business and financial information of or relating to Comcast, AT&T and
AT&T Broadband;

- reviewed certain internal financial statements and other financial and
operating data concerning Comcast prepared by the management of Comcast;

- reviewed certain financial forecasts, including information relating to
certain strategic, financial and operational benefits anticipated from
the proposed AT&T Comcast transaction, prepared by the management of
Comcast;

— discussed the past and current operations and financial condition and the
prospects of Comcast, including the strategic, financial and operational
benefits anticipated from the proposed AT&T Comcast transaction, with the
management of Comcast;

— reviewed certain internal financial statements and other financial
operating data concerning AT&T and AT&T Broadband (including, without
limitation, the structure, composition, operations, assets, liabilities
and pro forma historical balance sheets and income statements of AT&T
Broadband) prepared by the managements of AT&T and AT&T Broadband and
Comcast;

- reviewed certain financial forecasts (including, without limitation, as
to the pro forma forecasted balance sheets and income statements of AT&T
Broadband), and including information relating to certain strategic,
financial and operational benefits anticipated from the proposed AT&T
Comcast transaction, prepared by the managements of AT&T and AT&T
Broadband and of Comcast;

— discussed the past and current operations and financial condition and the
prospects of AT&T Broadband, including the strategic, financial and
operational benefits anticipated from the proposed AT&T Comcast
transaction, with the managements of AT&T, AT&T Broadband and Comcast;

Iv-1
- reviewed the reported market prices and trading activity for Comcast

common stock and AT&T common stock;

— compared the financial performance of Comcast and the prices and trading
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activity of Comcast common stock with that of certain other comparable
publicly traded companies and their securities;

— compared the financial performance of AT&T Broadband and the prices and
trading activity of the AT&T common stock with that of certain other
comparable publicly traded companies and their equity securities;

- reviewed the financial terms, to the extent publicly available, of
certain comparable transactions;

- participated in discussions and negotiations among representatives of
Comcast, AT&T, AT&T Broadband and their financial and legal advisors;

- reviewed final drafts of each of the merger agreement and the separation
and distribution agreement; and

— considered such other factors and performed such other analyses as it
deemed appropriate.

In connection with its review, Morgan Stanley assumed and relied upon,
without any responsibility for independent verification or liability therefor,
the accuracy and completeness of all information that was publicly available or
supplied or otherwise made available to it by Comcast, AT&T or AT&T Broadband or
otherwise reviewed by or for it for the purposes of the Morgan Stanley opinion.
With respect to the financial forecasts, including information relating to
certain strategic, financial and operational benefits anticipated from the
proposed AT&T Comcast transaction, prepared and furnished to or discussed with
it by Comcast, AT&T or AT&T Broadband, Morgan Stanley assumed that they had been
reasonably prepared on bases reflecting the best currently available estimates
and good faith judgments of Comcast's, AT&T's and AT&T Broadband's managements
as to the expected future financial performance of Comcast, AT&T Broadband or
AT&T Comcast, as the case may be, and the strategic, financial and operational
benefits anticipated from the proposed AT&T Comcast transaction. Morgan Stanley
expressed no view as to such financial forecast information, including the
strategic, financial and operational benefits anticipated from the proposed AT&T
Comcast transaction, or the assumptions on which they were based. In addition,
Morgan Stanley assumed that the mergers are intended as tax—free exchanges under
Section 351 of the Code and that the separation and the AT&T Broadband spin-off
will qualify as tax—-free transactions under Sections 355 and 368 (a) of the Code,
in each case for United States federal income tax purposes, and that the Section
355(e) top-up described under "Description of the AT&T Comcast Transaction
Agreements —- The Merger Agreement —-- Merger Consideration —-- Potential
Additional Payments" will not occur. Furthermore, Morgan Stanley assumed no
responsibility for conducting a physical inspection of the properties or
facilities of Comcast, AT&T or AT&T Broadband or for making or obtaining any
independent valuation or appraisal of the assets or liabilities of Comcast, AT&T
or AT&T Broadband, nor was Morgan Stanley furnished with any such valuations or
appraisals. The Morgan Stanley opinion is necessarily based on financial,
economic, market and other conditions as in effect on, and the information made
available to it as of, the date of its opinion. Subsequent developments may
affect its opinion and Morgan Stanley does not have any obligation to update,
revise, or reaffirm its opinion.

For purposes of rendering its opinion, Morgan Stanley assumed, in all
respects material to its analysis, that the proposed AT&T Comcast transaction
will be consummated as described in the merger agreement and the separation and
distribution agreement, that all the representations and warranties of each
party contained in the merger agreement and the separation and distribution
agreement were true and correct, that each party to the merger agreement and the
separation and distribution agreement will perform all of the covenants and
agreements required to be performed by it thereunder without any consents or
waivers of the other parties thereto, that all conditions to the consummation of
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the proposed AT&T Comcast transaction will be satisfied without waiver thereof,
and that if the parties elect to consummate the proposed AT&T Comcast
transaction by means of an alternative structure of the type described under
"Description of the AT&T Comcast Transaction Agreements —-- The Merger
Agreement —-- Covenants —-- Alternative Structure," such alternative structure
will not differ from the structure reflected in the merger

Iv-2

agreement and the separation and distribution agreement in any respect material
to its analysis. Morgan Stanley noted that it is not a legal, tax or regulatory
expert and relied upon, without assuming any responsibility for independent
verification or liability therefor, the assessment of Comcast's legal, tax and
regulatory advisors with respect to the legal, tax and regulatory matters
related to the proposed transaction. Morgan Stanley also assumed that the
definitive merger agreement and the definitive separation and distribution
agreement will not differ in any material respects from the drafts thereof
furnished to and reviewed by it. Morgan Stanley further assumed that all
governmental, regulatory or other consents and approvals (contractual or
otherwise) necessary for or in connection with the consummation of the proposed
AT&T Comcast transaction will be obtained without any adverse effect on Comcast,
AT&T Broadband or AT&T Comcast, or on the contemplated benefits of the proposed
AT&T Comcast transaction, in any respect material to its analysis. In arriving
at its opinion, Morgan Stanley was not authorized to solicit, and did not
solicit, interest from any party with respect to a business combination or other
extraordinary transaction involving Comcast.

The Morgan Stanley opinion does not address the underlying decision by
Comcast to engage in the proposed AT&T Comcast transaction or the prices at
which Comcast common stock or AT&T Comcast common stock will trade after the
announcement or consummation of the proposed AT&T Comcast transaction, and
Morgan Stanley does not express any opinion or recommendation as to how the
shareholders of Comcast should vote at the shareholders' meetings held in
connection with the proposed AT&T Comcast transaction or any other matter.

OPINION OF JPMORGAN
In connection with rendering its opinion, JPMorgan, among other things:

- reviewed the final drafts of each of the merger agreement and the
separation and distribution agreement provided to it by Comcast;

- reviewed certain publicly available business and financial information
concerning Comcast, AT&T and AT&T Broadband and the industries in which
they operate;

- reviewed certain internal, non-public financial and operating data,
analyses and forecasts prepared by the managements of Comcast, AT&T and
AT&T Broadband relating to the businesses of Comcast, on the one hand,
and AT&T Broadband, on the other (including, without limitation, the
structure, composition, operations, assets, liabilities and pro forma
historical and forecasted balance sheets and income statements of AT&T
Broadband), as well as the estimated amount and timing of the cost
savings and related expenses and synergies expected to result from the
proposed AT&T Comcast transaction furnished to it by Comcast, AT&T and
AT&T Broadband;

— compared the proposed financial terms of the proposed AT&T Comcast
transaction with the publicly available financial terms of certain
transactions involving companies it deemed relevant;
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— compared the financial and operating performance of Comcast and AT&T
Broadband with publicly available information concerning certain other
companies it deemed relevant and reviewed the current and historical
market prices of Comcast common stock and AT&T common stock and certain
publicly traded securities of such other companies;

— participated in certain discussions and negotiations among
representatives of Comcast, AT&T and AT&T Broadband and their financial
and legal advisors; and

- performed such other financial studies and analyses and considered such
other information as it deemed appropriate for the purposes of this
opinion.

In addition, JPMorgan held discussions with certain members of the
management of Comcast, AT&T and AT&T Broadband with respect to certain aspects
of the proposed AT&T Comcast transaction and the foregoing matters, including
the past and current business operations of Comcast, AT&T and AT&T Broadband,
the financial condition and future prospects and operations of Comcast and AT&T
Broadband, the effects of the proposed AT&T Comcast transaction, including the
estimated synergies, on the financial

Iv-3

condition and future prospects of Comcast, AT&T Broadband and AT&T Comcast, and
certain other matters JPMorgan believed necessary or appropriate to its inquiry.

In giving its opinion, JPMorgan relied upon and assumed, without any
responsibility for independent verification or liability therefor, the accuracy
and completeness of all information that was publicly available or furnished to
it by Comcast, AT&T or AT&T Broadband or otherwise reviewed by or for it.
JPMorgan did not conduct any valuation or appraisal of any assets or liabilities
of Comcast, AT&T or AT&T Broadband, nor were any such valuations or appraisals
provided to it. In addition, JPMorgan did not assume any obligation to conduct
any inspection of the properties or facilities of Comcast, AT&T or AT&T
Broadband. In relying on financial analyses and forecasts provided to it,
including the estimated synergies, JPMorgan assumed that they had been
reasonably prepared based on assumptions reflecting the best currently available
estimates and judgments by the managements of Comcast, AT&T and AT&T Broadband
as to the expected future results of operations and financial condition of
Comcast, AT&T Broadband and AT&T Comcast and as to such other matters, including
the estimated synergies, to which such analyses or forecasts relate. JPMorgan
expressed no view as to such analyses or forecasts, including the estimated
synergies, or the assumptions on which they were based. JPMorgan also assumed
that the mergers will qualify as tax—free exchanges under Section 351 of the
Code and that the separation and the AT&T Broadband spin-off will qualify as
tax—-free transactions under Sections 355 and 368 (a) of the Code, in each case
for United States federal income tax purposes, and that the Section 355 (e)
top-up described under "Description of the AT&T Comcast Transaction
Agreements —- The Merger Agreement —-- Merger Consideration —-- Potential
Additional Payments" will not occur.

For purposes of rendering its opinion, JPMorgan assumed, 1in all respects
material to its analysis, that the proposed AT&T Comcast transaction will be
consummated as described in the merger agreement and the separation and
distribution agreement, that all the representations and warranties of each
party contained in the merger agreement and the separation and distribution
agreement were true and correct, that each party to the merger agreement and the
separation and distribution agreement will perform all of the covenants and
agreements required to be performed by it thereunder without any consents or
waivers of the other parties thereto, that all conditions to the consummation of
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the proposed AT&T Comcast transaction will be satisfied without waiver thereof,
and that if the parties elect to consummate the proposed AT&T Comcast
transaction by means of an alternative structure of the type described under
"Description of the AT&T Comcast Transaction Agreements —-- The Merger

Agreement —-- Covenants —-- Alternative Structure," such alternative structure
will not differ from the structure reflected in the merger agreement and the
separation and distribution agreement in any respect material to its analysis.
JPMorgan noted that it is not a legal, tax or regulatory expert and relied upon,
without assuming any responsibility for independent verification or liability
therefor, the assessment of Comcast's legal, tax and regulatory advisors with
respect to the legal, tax and regulatory matters related to the proposed
transaction. JPMorgan also assumed that the definitive merger agreement and the
definitive separation and distribution agreement will not differ in any material
respects from the drafts thereof furnished to and reviewed by it. JPMorgan
further assumed that all governmental, regulatory or other consents and
approvals (contractual or otherwise) necessary for or in connection with the
consummation of the proposed AT&T Comcast transaction will be obtained without
any adverse effect on Comcast, AT&T Broadband or AT&T Comcast, or on the
contemplated benefits of the proposed transaction, in any respect material to
its analysis.

The JPMorgan opinion is necessarily based on economic, market and other
conditions as in effect on, and the information made available to it as of, the
date of its opinion. Subsequent developments may affect its opinion and JPMorgan
does not have any obligation to update, revise, or reaffirm its opinion. The
JPMorgan opinion is limited to the fairness, from a financial point of view, to
the holders of Comcast common stock, taken together, of the Comcast conversion
ratios in the Comcast merger, in the aggregate, and JPMorgan does not express
any opinion as to the underlying decision by Comcast to engage in the proposed
AT&T Comcast transaction. JPMorgan does not express any opinion as to the price
at which Comcast common stock or AT&T Comcast common stock will trade at any
future time and JPMorgan is not expressing any opinion or recommendation as to
how the shareholders of Comcast should vote at the shareholders' meetings held
in connection with the proposed AT&T Comcast transaction or any other
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matter. In arriving at its opinion, JPMorgan was not authorized to solicit, and
did not solicit, interest from any party with respect to a business combination
or other extraordinary transaction involving Comcast.

OPINION OF MERRILL LYNCH

In connection with rendering its opinion, Merrill Lynch, among other
things:

- reviewed certain publicly available business and financial information
relating to Comcast, AT&T and AT&T Broadband that it deemed to be
relevant;

- reviewed certain information, including financial forecasts, relating to
the business, earnings, cash flow, assets, liabilities and prospects of
Comcast, AT&T and AT&T Broadband (including, without limitation, the
structure, composition, operations, assets, liabilities and pro forma
historical and forecasted balance sheets and income statements of AT&T
Broadband), as well as the amount and timing of the cost savings and
related expenses and synergies expected to result from the proposed AT&T
Comcast transaction furnished to it by Comcast, AT&T and AT&T Broadband;

— conducted discussions with members of management and representatives of
Comcast, AT&T and AT&T Broadband concerning the matters described above,
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as well as their businesses and prospects before and after giving effect
to the proposed AT&T Comcast transaction and the expected synergies;

- reviewed the market prices and valuation multiples for Comcast common
stock and AT&T common stock and compared them with those of certain
publicly traded companies that it deemed to be relevant;

- reviewed the results of operations of Comcast and AT&T Broadband and
compared them with those of certain publicly traded companies that it
deemed to be relevant;

— compared the proposed financial terms of the AT&T Comcast transaction
with the financial terms of certain other transactions that it deemed to
be relevant;

— participated in certain discussions and negotiations among
representatives of Comcast, AT&T and AT&T Broadband and their financial
and legal advisors;

- reviewed the potential pro forma impact of the proposed AT&T Comcast
transaction;

- reviewed the final drafts of each of the merger agreement and the
separation and distribution agreement, respectively; and

- reviewed such other financial studies and analyses and took into account
such other matters as it deemed necessary, including Merrill Lynch's
assessment of general economic, market and monetary conditions.

In preparing its opinion, Merrill Lynch assumed and relied on the accuracy
and completeness of all information supplied or otherwise made available to it,
discussed with or reviewed by or for it, or publicly available, and Merrill
Lynch did not assume any responsibility for independently verifying such
information or liability therefor, or undertake an independent evaluation or
appraisal of any of the assets or liabilities of Comcast, AT&T or AT&T Broadband
and was not furnished with any such evaluation or appraisal. In addition,
Merrill Lynch did not assume any obligation to conduct any physical inspection
of the properties or facilities of Comcast, AT&T or AT&T Broadband. With respect
to the financial forecast information and the expected synergies furnished to or
discussed with it by Comcast, AT&T or AT&T Broadband, Merrill Lynch assumed that
they have been reasonably prepared and reflect the best currently available
estimates and judgment of Comcast's, AT&T's or AT&T Broadband's managements as
to the expected future financial performance of Comcast, AT&T Broadband or AT&T
Comcast, as the case may be, and the expected synergies. Merrill Lynch expressed
no view as to such financial forecast information, including the expected
synergies, or the assumptions on which they were based. Merrill Lynch further
assumed that the mergers will qualify as tax-free exchanges under Section 351 of
the Code and that the separation and the AT&T Broadband spin-off will qualify as
tax—-free transactions under Sections 355 and
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368 (a) of the Code, in each case for United States federal income tax purposes,
and that the Section 355(e) top-up described under "Description of the AT&T
Comcast Transaction Agreements —-- The Merger Agreement —-- Merger

Consideration —-- Potential Additional Payments" will not occur. Merrill Lynch
also assumed that the final form of the merger agreement and the separation and
distribution agreement will be substantially similar to the last draft reviewed
by it.

The Merrill Lynch opinion is necessarily based upon market, economic and

102



Edgar Filing: COMCAST CORP - Form PREM14A

other conditions as they existed and could be evaluated on, and on the
information made available to it as of, the date of its opinion. Subsequent
developments may affect its opinion and Merrill Lynch does not have any
obligation to update, revise, or reaffirm its opinion. Merrill Lynch assumed
that all governmental, regulatory or other consents and approvals (contractual
or otherwise) necessary for or in connection with the consummation of the
proposed AT&T Comcast transaction will be obtained without any adverse effect on
Comcast, AT&T Broadband or AT&T Comcast or on the contemplated benefits of the
proposed AT&T Comcast transaction, in any respect material to its analysis. For
purposes of rendering its opinion, Merrill Lynch assumed, in all respects
material to its analysis, that the proposed AT&T Comcast transaction will be
consummated as described in the merger agreement and the separation and
distribution agreement, that all the representations and warranties of each
party contained in the merger agreement and the separation and distribution
agreement are true and correct, that each party to the merger agreement and the
separation and distribution agreement will perform all of the covenants and
agreements required to be performed by it thereunder without any consents or
waivers of the other parties thereto, that all conditions to the consummation of
the proposed AT&T Comcast transaction will be satisfied without waiver thereof,
and that if the parties elect to consummate the proposed AT&T Comcast
transaction by means of an alternative structure of the type described under
"Description of the AT&T Comcast Transaction Agreements —-- The Merger

Agreement —-- Covenants —-- Alternative Structure," such alternative structure
will not differ from the structure reflected in the merger agreement and the
separation and distribution agreement in any respect material to its analysis.
Merrill Lynch noted that they are not legal, tax or regulatory experts and
relied upon, without assuming any responsibility for independent verification or
liability therefor, the assessment of Comcast's legal, tax and regulatory
advisors with respect to the legal, tax and regulatory matters related to the
proposed AT&T Comcast transaction. In arriving at its opinion, Merrill Lynch was
not authorized to solicit, and did not solicit, interest from any party with
respect to a business combination or other extraordinary proposed transaction
involving Comcast.

The Merrill Lynch opinion does not address the merits of the underlying
decision by Comcast to engage in the proposed AT&T Comcast transaction and
Merrill Lynch does not express any opinion as to the prices at which the shares
of Comcast common stock or AT&T Comcast common stock will trade following the
announcement or consummation of the proposed AT&T Comcast transaction, as the
case may be. Furthermore, Merrill Lynch does not express any opinion or
recommendation as to how the shareholders of Comcast should vote at the
shareholders' meetings held in connection with the proposed AT&T Comcast
transaction or any other matter.

JOINT FINANCIAL ANALYSES OF COMCAST'S FINANCIAL ADVISORS

At the December 19, 2001 meeting of the Comcast Board, Morgan Stanley,
JPMorgan and Merrill Lynch reviewed with the members of the Comcast Board the
updated financial terms of the proposed AT&T Comcast transaction and the
application of those terms to the financial analyses prepared by Morgan Stanley,
JPMorgan and Merrill Lynch previously presented to the Comcast Board. Such terms
and analyses were summarized in a written presentation prepared for the meeting
by Morgan Stanley, JPMorgan and Merrill Lynch and delivered along with their
respective opinions to Comcast.

The following is a summary of the material analyses contained in the
presentation that was delivered to Comcast. Some of the summaries of the
financial analyses include information presented in tabular format. The tables
are not intended to stand alone, and in order to more fully understand the
financial analyses used by Morgan Stanley, JPMorgan and Merrill Lynch, the
tables must be read together with the full text of each summary.
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IV-6

PUBLIC MARKET BROADBAND VALUATION

Morgan Stanley, JPMorgan and Merrill Lynch reviewed and analyzed certain
public market trading multiples for five publicly traded broadband companies
(Comcast, Cox Communications, Inc., Charter Communications, Inc., Adelphia
Communications Corporation and Cablevision Systems Corporation). The multiples
analyzed were derived by dividing the adjusted aggregate market value of each of
the companies (based on closing stock prices on December 18, 2001) by (i)
estimated year-end 2001 number of subscribers, (ii) estimated 2002 cable
revenues and (iii) estimated 2002 cable EBITDA. Morgan Stanley, JP Morgan and
Merrill Lynch also calculated the estimated 2002 cable EBITDA multiple divided
by estimated 2002-2005 cable EBITDA compound annual growth rates (hereinafter
referred to as EBITDA Multiple to Growth Ratio). For purposes of calculating
these multiples, Morgan Stanley, JPMorgan and Merrill Lynch adjusted the
aggregate market value of each of the companies to exclude the value of certain
of such company's non-cable or non-operating assets, based on Morgan Stanley
equity research (except as set forth below). Morgan Stanley, JPMorgan and
Merrill Lynch calculated the financial multiples and ratios based on publicly
available financial data as of December 18, 2001, Morgan Stanley equity research
estimates and, as to the value to be attributed to Comcast's non-cable assets,
Comcast management estimates, which were consistent with Wall Street research
estimates. Morgan Stanley, JPMorgan and Merrill Lynch then derived reference
ranges of such multiples from this analysis. A summary of the principal public
market trading multiples and the reference ranges of multiples that Morgan
Stanley, JPMorgan and Merrill Lynch derived are set forth below:

MULTIPLE OF ADJUSTED MARKET VALUE TO

COMCAST COX CHARTER ADELPHIA CABLEVISION
2001 Subscribers................ $4,139 $3,977 $3,707 $3,673 $4,397
2002E Cable Revenue............. 5.9x 5.3x 5.5x% 5.2x 5.2x
2002E Cable EBITDA. ... vvveennnn. 14.0x 13.8x% 12.0x 13.2x% 14.1x
EBITDA Multiple to Growth
Ratio. ... 0.91x 1.06x 0.80x 0.71x 0.82x

Using these derived reference ranges of multiples, Morgan Stanley, JPMorgan
and Merrill Lynch calculated implied valuation ranges for AT&T Broadband by
applying the reference ranges of multiples to the (i) year-end expected 2001
number of subscribers for AT&T Broadband (based on information provided by AT&T
and AT&T Broadband's management), (ii) estimated 2002 AT&T Broadband revenues
(based on Comcast management's estimates), (iii) estimated 2002 AT&T Broadband
EBITDA (based on Comcast management's estimates) and (iv) estimated 2002 AT&T
Broadband EBITDA based on applying an EBITDA margin of 35% to Comcast
management's estimate of 2002 AT&T Broadband revenues. Morgan Stanley, JPMorgan
and Merrill Lynch also calculated the estimated AT&T Broadband EBITDA Multiple
to Growth Ratio using Comcast management's estimate of AT&T Broadband's 2002 to
2005 EBITDA growth rate. Based on such analysis, Morgan Stanley, JPMorgan and
Merrill Lynch derived ranges of implied value for AT&T Broadband of $58 billion
to $70 billion on a 2001 subscriber multiples basis, $62 billion to $72 billion
on a 2002 estimated cable revenue multiples basis, $46 billion to $52 billion on
a 2002 estimated cable EBRITDA multiples basis, $57 billion to $64 billion on a
2002 estimated cable EBITDA (adjusted for 35% margin) multiples basis, and $59
billion to $77 billion on an EBITDA Multiple to Growth Ratio basis, each as

REFERENC
OF MUL
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compared to the implied value for AT&T Broadband in the proposed AT&T Comcast
transaction of approximately $73.2 billion (based on the closing price of
Comcast Common Stock on December 18, 2001). Morgan Stanley, JPMorgan and Merrill
Lynch noted that the derived ranges of implied public market values were
strictly public market ranges and that no control premium had been attributed in
this analysis.

The foregoing companies, in the judgment of each of Morgan Stanley,
JPMorgan and Merrill Lynch and based in part on conversations with the
managements of Comcast, AT&T and AT&T Broadband,
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were comparable to AT&T Broadband for purposes of this analysis. Morgan Stanley,
JPMorgan and Merrill Lynch noted that because of the differences between the
business mix, operations and other characteristics of AT&T Broadband and the
comparable companies, Morgan Stanley, JPMorgan and Merrill Lynch did not believe
that a purely quantitative comparable company analysis would be particularly
meaningful in this context. Rather, Morgan Stanley, JPMorgan and Merrill Lynch
believed an appropriate use of the comparable company analysis would also
involve qualitative judgments concerning differences between the financial and
operating characteristics of AT&T Broadband and the comparable companies, which
would affect the public trading values of the common stock of the comparable
companies, which judgments were applied in rendering the respective opinions of
Morgan Stanley, JPMorgan and Merrill Lynch.

PRIVATE MARKET VALUATION

Precedent Transactions. Morgan Stanley, JPMorgan and Merrill Lynch
reviewed and analyzed selected precedent transactions involving other companies
in the broadband industry that they deemed relevant and calculated the per
subscriber multiples paid in the selected transactions based on the transaction
values and the subscriber numbers from publicly available company press releases
and reports and/or public analyst research. The following table sets forth the
transactions that were reviewed in connection with this analysis:

SELECTED PRECEDENT TRANSACTIONS

TRANSACTION ANNOUNCEMENT DATE ACQUIROR TARGET
Apr-99 AT&T MediaOne
May-99 Charter Falcon
May-99 Cox TCA
May-99 Charter Fanch
May-99 Comcast AT&T (select markets)
Jun-99 Charter Bresnan
Jul-99 Cox Gannett
Jul-99 Cox AT&T (select markets)
Nov-99 Comcast Lenfest
Dec-99 Adelphia Cablevision (Ohio)
Apr-00 AT&T Cablevision (Boston)
Jan—-01 Comcast AT&T (select markets)
Jan-01 Insight Midwest AT&T/Insight

The high, mean, median and low per subscriber multiples calculated in these
selected transactions were $5,378, $4,491, $4,500 and $3,500, respectively.
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Morgan Stanley, JPMorgan and Merrill Lynch then derived from these selected
transactions a reference range of per subscriber multiples of $4,200 to $5,000,
and applying this range of multiples to the expected year-end 2001 number of
subscribers for AT&T Broadband based on information provided by AT&T and AT&T
Broadband's management, Morgan Stanley, JPMorgan and Merrill Lynch calculated an
implied valuation range for AT&T Broadband of $67 billion to $78 billion, as
compared to the implied value for AT&T Broadband in the proposed AT&T Comcast
transaction of $73.2 billion (based on the closing price of Comcast common stock
on December 18, 2001).

Among other factors, Morgan Stanley, JPMorgan and Merrill Lynch indicated
that the merger and acquisition transaction environment varies over time because
of macroeconomic factors such as interest rate and equity market fluctuations
and microeconomic factors such as industry results and growth expectations.
Morgan Stanley, JPMorgan and Merrill Lynch noted that no transaction reviewed
was
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identical to the proposed AT&T Comcast transaction and that, accordingly, these
analyses involve complex considerations and judgments concerning differences in
financial and operating characteristics of AT&T Broadband and other factors that
would affect the acquisition values in the comparable transactions, including
the size and demographic and economic characteristics of the markets of each
company and the competitive environment in which it operates.

AT&T Broadband DCF Valuation. Morgan Stanley, JPMorgan and Merrill Lynch
performed a five-year discounted cash flow analysis on AT&T Broadband as of
December 31, 2001 based on financial forecasts and estimates provided by
Comcast's management, excluding the effect of certain strategic, financial and
operational benefits anticipated in the proposed transaction according to
Comcast management. In conducting this discounted cash flow analysis, Morgan
Stanley, JPMorgan and Merrill Lynch utilized discount rates of between 9% and
11%, and last twelve months ("LTM") terminal EBITDA multiples of between 15x and
17x. The discount rates utilized in this analysis were chosen based upon an
analysis of the weighted average cost of capital of Comcast and other comparable
companies as well as Wall Street equity research.

Morgan Stanley, JPMorgan and Merrill Lynch also performed a separate
discounted cash flow analysis of the effect of certain strategic, financial and
operational benefits anticipated in the proposed transaction (or synergies)
based on information provided by the managements of Comcast, AT&T and AT&T
Broadband. In conducting this second discounted cash flow analysis, Morgan
Stanley, JPMorgan and Merrill Lynch utilized discount rates between 9% and 11%
and perpetual growth rates of between 3% and 4%. The discount rates utilized in
this analysis were chosen based upon an analysis of the weighted average cost of
capital of Comcast and other comparable companies as well as Wall Street equity
research.

Based on the aforementioned projections and assumptions, the discounted
cash flow analysis of AT&T Broadband yielded a range of implied values for AT&T
Broadband of $62 billion to $74 billion excluding synergies and $73 billion to
$92 billion including synergies, as compared to the implied value for AT&T
Broadband in the proposed AT&T Comcast transaction of $73.2 billion (based on
the closing price of Comcast common stock on December 18, 2001).

CONTRIBUTION ANALYSIS
Morgan Stanley, JPMorgan and Merrill Lynch calculated the implied relative

equity contributions of AT&T Broadband and Comcast to the combined company based
on their respective contributions of estimated 2001 year-end subscribers,
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estimated 2002 to 2005 cable revenue and estimated 2002 to 2005 cable EBITDA, in
each case adjusted for the relative contribution of AT&T Broadband and Comcast,
respectively, to the leverage of the combined company. Such analysis was done
both with and without taking into account the transaction synergies estimated by
the managements of AT&T, AT&T Broadband and Comcast. Morgan Stanley, JPMorgan
and Merrill Lynch then compared the results of this analysis to the pro forma
equity ownership implied by the proposed AT&T Comcast transaction prior to the
conversion of the QUIPS. Based on the foregoing analysis, AT&T Broadband's
implied equity contribution ranged from 43.0% to 54.9% excluding synergies, and
50.7% to 61.0% including synergies, as compared to the pro forma AT&T Broadband
shareholder ownership of 55.8% in the proposed transaction (or 56.6% assuming
the issuance by AT&T Comcast of the maximum potential number of additional
shares of AT&T Comcast stock to AT&T Broadband shareholders provided in the
merger agreement under certain circumstances if the stock issued to AT&T
Broadband shareholders in the proposed AT&T Comcast transaction is not included
in the S&P 500 Index).

DCF CONTRIBUTION ANALYSIS

Morgan Stanley, JPMorgan and Merrill Lynch also derived an implied AT&T
Broadband ownership in the combined entity based on an analysis of the
respective discounted cash flow contributions of AT&T Broadband and Comcast to
the combined company both with and without taking into account the synergies
estimated by the managements of AT&T, AT&T Broadband and Comcast.
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Morgan Stanley, JPMorgan and Merrill Lynch conducted a five-year discounted
cash flow analysis of each of Comcast and AT&T Broadband as of December 31,
2001. For AT&T Broadband, the analysis was based on the same assumptions as in
the AT&T Broadband DCF Valuation described above, including utilizing the same
discount rates and LTM terminal EBITDA multiples as in that analysis. For
Comcast, the analysis was based on financial information and projections from
Morgan Stanley equity research dated November 1, 2001, and utilized discount
rates of 9% to 11% and LTM terminal EBITDA multiples of 14x to 16x. The assumed
discount rates were chosen based on an analysis of the weighted average cost of
capital of Comcast and other comparable companies as well as Wall Street equity
research.

Morgan Stanley, JPMorgan and Merrill Lynch then compared the low and high
discounted cash flow values of each of AT&T Broadband and Comcast to derive a
range of implied discounted cash flow equity contribution for AT&T Broadband.
Based on the foregoing analysis, AT&T Broadband's implied discounted cash flow
equity contribution ranged from 41% to 53% excluding synergies, and 47.5% to
60.5% including synergies.

GENERAL

In connection with the review of the proposed AT&T Comcast transaction by
the Comcast Board, Morgan Stanley, JPMorgan and Merrill Lynch performed a
variety of financial and comparable analyses for purposes of rendering their
respective opinions. The preparation of a fairness opinion is a complex process
and is not susceptible to partial analysis or summary description. In arriving
at their respective opinions, Morgan Stanley, JPMorgan and Merrill Lynch
considered the results of all of their analyses as a whole and did not attribute
any particular weight to any analysis or factor considered by them. Furthermore,
Morgan Stanley, JPMorgan and Merrill Lynch believe that the summary provided and
the analyses described above must be considered as a whole and that selecting
any portion of their analyses, without considering all of them, would create an
incomplete view of the process underlying their analyses and opinions. As a
result, the ranges of valuations resulting from any particular analysis or
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combination of analyses described above were merely utilized to create points of
reference for analytical purposes and should not be taken to be the view of
Morgan Stanley, JPMorgan or Merrill Lynch with respect to the actual value of
Comcast, AT&T Broadband or AT&T Comcast.

In performing their analyses, Morgan Stanley, JPMorgan and Merrill Lynch
made numerous assumptions with respect to industry performance, general business
and economic conditions and other matters, many of which are beyond the control
of Morgan Stanley, JPMorgan, Merrill Lynch, Comcast, AT&T or AT&T Broadband. Any
estimates contained in the analyses of Morgan Stanley, JPMorgan and Merrill
Lynch are not necessarily indicative of future results or actual values, which
may be significantly more or less favorable than those suggested by such
estimates. The analyses performed were prepared solely as part of the analyses
of Morgan Stanley, JPMorgan and Merrill Lynch of the fairness of the Comcast
conversion ratios in the Comcast merger, in the aggregate, from a financial
point of view to the Comcast shareholders, taken together, and were prepared in
connection with the delivery by Morgan Stanley, JPMorgan and Merrill Lynch of
their respective opinions, each dated December 19, 2001, to the Comcast Board.
The analyses do not purport to be appraisals or to reflect the prices at which
Comcast common stock or AT&T Comcast common stock will trade following the
announcement or consummation of the proposed transaction. The Comcast conversion
ratios and other terms of the proposed AT&T Comcast transaction were determined
through arms' length negotiations among Comcast, AT&T and AT&T Broadband and
were approved by the Comcast Board. Morgan Stanley, JPMorgan and Merrill Lynch
provided advice to Comcast during such negotiations. However, Morgan Stanley,
JPMorgan and Merrill Lynch did not recommend any specific conversion ratios or
other form of consideration to Comcast or that any specific conversion ratios or
other form of consideration constituted the only appropriate consideration for
the proposed AT&T Comcast transaction.

The opinions of Morgan Stanley, JPMorgan and Merrill Lynch were one of many
factors taken into consideration by the Comcast Board in making its
determination to approve the proposed AT&T Comcast transaction. The analyses of
Morgan Stanley, JPMorgan and Merrill Lynch summarized above should not be viewed
as determinative of the opinion of the Comcast Board with respect to the value
of Comcast,
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AT&T Broadband or AT&T Comcast or of whether the Comcast Board would have been
willing to agree to different conversion ratios or other forms of consideration.
The foregoing summary does not purport to be a complete description of the
analyses performed by Morgan Stanley, JPMorgan and Merrill Lynch.

The Comcast Board selected Morgan Stanley, JPMorgan and Merrill Lynch as
its financial advisors because of their reputations as internationally
recognized investment banking and advisory firms with substantial experience in
transactions similar to this proposed transaction and because Morgan Stanley,
JPMorgan and Merrill Lynch are familiar with Comcast and its business. As part
of its investment banking and financial advisory business, each of Morgan
Stanley, JPMorgan and Merrill Lynch is continually engaged in the valuation of
businesses and their securities in connection with mergers and acquisitions,
negotiated underwritings, competitive biddings, secondary distributions of
listed and unlisted securities, private placements and valuations for corporate
and other purposes.

Each of Morgan Stanley, JPMorgan and Merrill Lynch provides a full range of
financial advisory and securities services and in the past, each of Morgan
Stanley, JPMorgan and Merrill Lynch and their respective affiliates have
provided financial advisory and financing services for Comcast and AT&T and
their affiliates and have received fees for the rendering of such services and
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also may provide such services to Comcast, AT&T or AT&T Comcast and their
affiliates in the future for which it would expect to receive fees. In addition,
in the course of its business, each of Morgan Stanley, JPMorgan and Merrill
Lynch may (or its affiliates may) actively trade the debt and equity securities
of Comcast or AT&T or, after the proposed AT&T Comcast transaction, AT&T Comcast
for its own accounts or for the accounts of its customers and, accordingly, may
at any time hold long or short positions in such securities.

Under the terms of separate letter agreements, each dated July 8, 2001,
Comcast engaged each of Morgan Stanley, JPMorgan and Merrill Lynch to act as its
financial advisor in connection with the contemplated AT&T Comcast transaction.
Pursuant to the terms of these letters, Comcast has agreed to pay each of Morgan
Stanley, JPMorgan and Merrill Lynch an engagement fee and a customary
transaction fee upon consummation of the proposed transaction. Comcast has also
agreed to reimburse each of Morgan Stanley, JPMorgan and Merrill Lynch for its
reasonable out-of-pocket expenses incurred in connection with the engagement,
including attorney's fees, and to indemnify each of Morgan Stanley, JPMorgan and
Merrill Lynch and their related parties from and against certain liabilities,
including liabilities under the federal securities laws.
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OPINIONS OF AT&T'S FINANCIAL ADVISORS
CREDIT SUISSE FIRST BOSTON'S OPINION

Credit Suisse First Boston has acted as a financial advisor to AT&T in
connection with the mergers. AT&T selected Credit Suisse First Boston based on
Credit Suisse First Boston's experience, expertise and reputation. Credit Suisse
First Boston is an internationally recognized investment banking firm and is
regularly engaged in the valuation of businesses and securities in connection
with mergers and acquisitions, leveraged buyouts, negotiated underwritings,
competitive biddings, secondary distributions of listed and unlisted securities,
private placements and valuations for corporate and other purposes.

In connection with Credit Suisse First Boston's engagement, AT&T requested
that Credit Suisse First Boston consider the fairness, from a financial point of
view, of the AT&T Broadband exchange ratio provided for in the AT&T Broadband
merger to the holders of AT&T Broadband common stock immediately prior to the
mergers, other than Comcast and its affiliates. On December 19, 2001, at a
meeting of the AT&T Board held to consider the mergers, Credit Suisse First
Boston rendered to the AT&T Board an oral opinion, which opinion was confirmed
by delivery of a written opinion dated December 19, 2001, to the effect that, as
of that date and based on and subject to the matters described in its opinion,
the AT&T Broadband exchange ratio was fair, from a financial point of wview, to
the holders of AT&T Broadband common stock immediately prior to the mergers,
other than Comcast and its affiliates.

THE FULL TEXT OF CREDIT SUISSE FIRST BOSTON'S WRITTEN OPINION, DATED
DECEMBER 19, 2001, TO THE AT&T BOARD, WHICH DESCRIBES THE PROCEDURES FOLLOWED,
ASSUMPTIONS MADE, MATTERS CONSIDERED AND LIMITATIONS ON THE REVIEW UNDERTAKEN,
IS ATTACHED AS ANNEX J AND IS INCORPORATED INTO THIS DOCUMENT BY REFERENCE.
HOLDERS OF AT&T COMMON STOCK ARE ENCOURAGED TO READ THIS OPINION CAREFULLY IN
ITS ENTIRETY. CREDIT SUISSE FIRST BOSTON'S OPINION IS ADDRESSED TO THE AT&T
BOARD AND RELATES ONLY TO THE FAIRNESS, FROM A FINANCIAL POINT OF VIEW, OF THE
AT&T BROADBAND EXCHANGE RATIO, AND DOES NOT ADDRESS ANY OTHER ASPECT OF THE
PROPOSED MERGERS OR ANY RELATED TRANSACTIONS, INCLUDING THE AT&T BROADBAND
SPIN-OFF, AND DOES NOT CONSTITUTE A RECOMMENDATION TO ANY SHAREHOLDER AS TO ANY
MATTER RELATING TO THE MERGERS OR ANY RELATED TRANSACTIONS. THE SUMMARY OF
CREDIT SUISSE FIRST BOSTON'S OPINION IN THIS DOCUMENT IS QUALIFIED IN ITS
ENTIRETY BY REFERENCE TO THE FULL TEXT OF THE OPINION.
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In arriving at its opinion, Credit Suisse First Boston reviewed:
- the merger agreement;

— the separation and distribution agreement;

— other related documents;

- publicly available business and financial information relating to AT&T
Broadband and Comcast; and

— other information relating to AT&T Broadband and Comcast, including
financial forecasts, in the case of Comcast, as adjusted by the
management of AT&T Broadband and reviewed by AT&T and, in the case of
potential cost savings and synergies, as adjusted by the managements of
AT&T and AT&T Broadband, provided to or discussed with Credit Suisse
First Boston by AT&T, AT&T Broadband and Comcast.

Credit Suisse First Boston also met with the managements of AT&T, AT&T
Broadband and Comcast to discuss the businesses and prospects of AT&T Broadband
and Comcast. Credit Suisse First Boston also considered:

— financial data of AT&T Broadband and financial and stock market data of
Comcast, and compared those data with similar data for other publicly
held companies in businesses similar to AT&T Broadband and Comcast;

- to the extent publicly available, the financial terms of other business
combinations and other transactions announced or effected; and
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— other information, financial studies, analyses and investigations and
financial, economic and market criteria that it deemed relevant.

In connection with its review, Credit Suisse First Boston did not assume
any responsibility for independent verification of any of the information that
it reviewed or considered and relied on that information being complete and
accurate in all material respects. Credit Suisse First Boston was advised, and
assumed:

— with respect to the financial forecasts, including adjustments to the
forecasts, and other information and data, that the forecasts were
reasonably prepared on bases reflecting the best currently available
estimates and judgments of the managements of AT&T, AT&T Broadband and
Comcast as to the future financial performance of AT&T Broadband and
Comcast, the potential cost savings and synergies, including the amount,
timing and achievability of the cost savings and synergies, and strategic
benefits anticipated by the managements of AT&T, AT&T Broadband and
Comcast to result from the mergers and related transactions and the other
matters covered by the forecasts.

Credit Suisse First Boston also assumed, with AT&T's consent, that:

— in the course of obtaining the necessary regulatory and third party
approvals and consents for the proposed mergers and related transactions,
no modification, delay, limitation, restriction or condition will be
imposed that would have an adverse effect on AT&T, AT&T Broadband or
Comcast or the contemplated benefits of the proposed mergers or related
transactions in any respect meaningful to its analyses;
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— the mergers and related transactions, including the AT&T Broadband
spin-off, will be consummated in accordance with the terms of the merger
agreement, the separation and distribution agreement and related
documents, without waiver, modification or amendment of any material
terms, conditions or agreements, and in compliance with all applicable
laws, including, in the case of the AT&T Broadband spin-off, laws
relating to insolvency and fraudulent conveyance and to the payments of
dividends; and

- the mergers would be treated as a tax—free exchange, and that the AT&T
Broadband spin-off would qualify as a tax—-free distribution, for federal
income tax purposes.

Credit Suisse First Boston was not requested to make, and did not make, an
independent evaluation or appraisal of the assets or liabilities, contingent or
otherwise, of AT&T, AT&T Broadband or Comcast, and Credit Suisse First Boston
was not furnished with any evaluations or appraisals. Credit Suisse First
Boston's opinion was necessarily based on information available to it, and
financial, economic, market and other conditions as they existed and could be
evaluated, on the date of Credit Suisse First Boston's opinion.

Credit Suisse First Boston did not express any opinion as to:

- what the value of the securities of AT&T Broadband or AT&T Comcast
actually will be when issued; or

— the prices at which the securities of AT&T Broadband or AT&T Comcast
would trade at any time.

Credit Suisse First Boston's opinion did not address:

- any aspect of the mergers other than the AT&T Broadband exchange ratio to
the extent specified in its opinion;

- any related transactions, including the AT&T Broadband spin-off;

— the relative merits of the mergers or any related transactions as
compared to other business strategies that might have been available to
AT&T or AT&T Broadband; or

— the underlying business decision of AT&T to proceed with the mergers or
any related transactions.
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In connection with its engagement, Credit Suisse First Boston was requested
to approach, and held preliminary discussions with, third parties to solicit
indications of interest in the possible acquisition of all or a part of AT&T
Broadband. Although Credit Suisse First Boston evaluated the AT&T Broadband
exchange ratio from a financial point of view, Credit Suisse First Boston was
not requested to, and did not, recommend the specific consideration payable in
the AT&T Broadband merger, which consideration was determined between AT&T and
Comcast. Except as described above, AT&T imposed no other limitations on Credit
Suisse First Boston with respect to the investigations made or procedures
followed in rendering its opinion.

GOLDMAN SACHS' OPINION
On December 19, 2001, Goldman Sachs delivered its oral opinion, which it

subsequently confirmed in writing as of the same date, to the AT&T Board that,
based upon and subject to the matters described in the Goldman Sachs opinion and
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based upon such other matters as Goldman Sachs considered relevant, as of that
date and based on the market conditions of that date, the AT&T Broadband
exchange ratio, as defined in the opinion, pursuant to the merger agreement was
fair from a financial point of view to the holders, other than Comcast and its
affiliates, of AT&T Broadband common stock immediately prior to the mergers.

THE FULL TEXT OF GOLDMAN SACHS' WRITTEN OPINION, WHICH SETS FORTH THE
ASSUMPTIONS MADE, MATTERS CONSIDERED AND LIMITATIONS ON THE REVIEW UNDERTAKEN IN
CONNECTION WITH ITS OPINION, IS ATTACHED HERETO AS ANNEX K AND IS INCORPORATED
HEREIN BY REFERENCE. GOLDMAN SACHS PROVIDED ITS OPINION AND ITS ADVISORY
SERVICES FOR THE INFORMATION AND ASSISTANCE OF THE AT&T BOARD IN CONNECTION WITH
ITS CONSIDERATION OF THE AT&T BROADBAND MERGER. GOLDMAN SACHS EXPRESSED NO
OPINION AS TO, AMONG OTHER THINGS, ANY RELATED TRANSACTION, INCLUDING THE AT&T
BROADBAND SPIN-OFF, AND ITS OPINION DOES NOT CONSTITUTE A RECOMMENDATION TO ANY
SHAREHOLDER AS TO ANY MATTER RELATING TO THE MERGERS OR ANY RELATED
TRANSACTIONS. THE GOLDMAN SACHS OPINION IS NECESSARILY BASED UPON INFORMATION
AVAILABLE TO GOLDMAN SACHS AND FINANCIAL, ECONOMIC, MARKET AND OTHER CONDITIONS
AS THEY EXIST AND CAN BE EVALUATED AS OF THE DATE OF ITS OPINION, AND GOLDMAN
SACHS ASSUMES NO DUTY TO UPDATE OR REVISE ITS OPINION BASED ON CIRCUMSTANCES OR
EVENTS AFTER THE DATE OF THE OPINION. WE URGE YOU TO READ THE GOLDMAN SACHS
OPINION IN ITS ENTIRETY.

In connection with its opinion, Goldman Sachs reviewed, among other things:
- the merger agreement;
— the separation and distribution agreement;

— annual reports to shareholders and annual reports on Form 10-K of AT&T
and Comcast for the five years ended December 31, 2000;

— the preliminary proxy statement of AT&T dated July 3, 2001;

— other communications from AT&T and Comcast to their respective
shareholders;

- internal financial analyses and forecasts for Comcast prepared by its
management, as adjusted by AT&T Broadband management and reviewed by AT&T
management;

- internal financial analyses and forecasts for AT&T Broadband prepared by
AT&T Broadband management and reviewed and/or adjusted by AT&T
management; and

- cost savings and operating synergies projected to result from the
transactions contemplated by the merger agreement as prepared by the
managements of Comcast and AT&T Broadband and as further adjusted by the
managements of AT&T Broadband and AT&T.

Goldman Sachs also held discussions with members of the senior management
of AT&T, AT&T Broadband and Comcast regarding their assessment of the strategic
rationale for, and the potential benefits
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of, the transaction contemplated by the merger agreement and the past and
current business operations, financial condition and future prospects of their

respective companies. In addition, Goldman Sachs:

- reviewed the reported price and trading activity for the shares of AT&T
common stock, Comcast Class A common stock and Comcast Class A Special
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— compared financial information for AT&T Broadband and financial and stock
market information for Comcast with similar information for various other
companies the securities of which are publicly traded; and

- reviewed the financial terms of various recent business combinations in
the cable industry specifically and in other industries generally and
performed other studies and analyses as it considered appropriate.

Goldman Sachs relied upon the accuracy and completeness of all of the
financial, accounting and other information and data discussed with or reviewed
by it and assumed the accuracy and completeness thereof for purposes of its
opinion. In that regard, Goldman Sachs assumed, with the consent of the AT&T
Board, that the forecasts and the synergies had been reasonably prepared on a
basis reflecting the best currently available judgments and estimates of the
managements of AT&T and AT&T Broadband. In addition, Goldman Sachs did not make
an independent evaluation or appraisal of the assets and liabilities of AT&T,
AT&T Broadband or Comcast or any of their subsidiaries and was not furnished
with any evaluation or appraisal.

For purposes of its analyses, Goldman Sachs was advised and assumed, with
the consent of the AT&T Board, that:

- all governmental, regulatory or other consents and approvals necessary
for the consummation of the transactions contemplated by the merger
agreement and the separation and distribution agreement will be obtained
without any adverse effect on AT&T, AT&T Broadband and Comcast or AT&T
Comcast following the mergers or the contemplated benefits of the
transactions in any respect meaningful to its analyses;

— the mergers and the other transactions contemplated by the merger
agreement and the separation and distribution agreement will be
consummated in accordance with the terms of these agreements, and without
waiver, modification or amendment of any material terms, conditions or
agreements and in compliance with all applicable laws including, in the
case of the AT&T Broadband spin-off, laws relating to insolvency and
fraudulent conveyance and to the payment of dividends; and

— for federal income tax purposes, the AT&T Broadband spin-off will qualify
as a tax—free distribution and the mergers will be treated as a tax—free
reorganization.

Goldman Sachs expressed no opinion as to:

— any aspect of the mergers other than the AT&T Broadband exchange ratio to
the extent specified in its opinion;

- any related transaction, including the AT&T Broadband spin-off;

— AT&T's underlying business decision to effect the mergers or any related
transactions;

- the prices at which the shares of AT&T Broadband common stock or of AT&T
Comcast Class A common stock, AT&T Comcast Class A Special common stock
or AT&T Comcast Class C common stock may trade at any time if and when
they are issued and trade publicly; or

— the relative merits of the transactions contemplated by the merger
agreement and the separation and distribution agreement as compared to
any alternative business transaction that might be available to AT&T or
to AT&T Broadband.
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Goldman Sachs, as part of its investment banking business, is continually
engaged in performing financial analyses with respect to the valuation of
businesses and their securities in connection with
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mergers and acquisitions, negotiated underwritings, competitive biddings,
secondary distributions of listed and unlisted securities and private placements
as well as for estate, corporate and other purposes.

AT&T selected Goldman Sachs as its financial advisor because it is an
internationally recognized investment banking firm that has substantial
experience in transactions similar to the mergers.

FINANCIAL ANALYSES

In preparing their respective opinions to the AT&T Board, Credit Suisse
First Boston and Goldman Sachs performed a variety of financial and comparative
analyses, including those described below. The summary of the analyses of Credit
Suisse First Boston and Goldman Sachs described below is not a complete
description of the analyses underlying their opinions. The preparation of a
fairness opinion is a complex process involving various determinations as to the
most appropriate and relevant methods of financial analysis and the application
of those methods to the particular circumstances and, therefore, a fairness
opinion is not readily susceptible to partial analysis or summary description.
In arriving at their respective opinions, Credit Suisse First Boston and Goldman
Sachs made qualitative judgments as to the significance and relevance of each
analysis and factor that it considered. Accordingly, Credit Suisse First Boston
and Goldman Sachs believe that their analyses must be considered as a whole and
that selecting portions of their analyses and factors or focusing on information
presented in tabular format, without considering all analyses and factors or the
narrative description of the analyses, could create a misleading or incomplete
view of the processes underlying their analyses and opinions.

In their analyses, Credit Suisse First Boston and Goldman Sachs considered
industry performance, general business, economic, market and financial
conditions and other matters, many of which are beyond the control of AT&T, AT&T
Broadband and Comcast. No company, transaction or business used in Credit Suisse
First Boston's and Goldman Sachs' analyses as a comparison is identical to AT&T,
AT&T Broadband, Comcast or the proposed mergers, and an evaluation of the
results of those analyses is not entirely mathematical. Rather, the analyses
involve complex considerations and judgments concerning financial and operating
characteristics and other factors that could affect the acquisition, public
trading or other values of the companies, business segments or transactions
analyzed. The estimates contained in the analyses of Credit Suisse First Boston
and Goldman Sachs and the ranges of valuations resulting from any particular
analysis are not necessarily indicative of actual values or predictive of future
results or values, which may be significantly more or less favorable than those
suggested by the analyses. In addition, analyses relating to the value of
businesses or securities do not purport to be appraisals or to reflect the
prices at which businesses or securities actually may be sold. Accordingly, the
analyses and estimates of Credit Suisse First Boston and Goldman Sachs are
inherently subject to substantial uncertainty.

The opinions of Credit Suisse First Boston and Goldman Sachs were only one
of many factors considered by the AT&T Board in its evaluation of the proposed
mergers and should not be viewed as determinative of the views of the AT&T Board

or management with respect to the mergers or the AT&T Broadband exchange ratio.

The following is a summary of the material financial analyses underlying
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the opinions of Credit Suisse First Boston and Goldman Sachs delivered to the
AT&T Board. THE FINANCIAL ANALYSES SUMMARIZED BELOW INCLUDE INFORMATION
PRESENTED IN TABULAR FORMAT. IN ORDER TO FULLY UNDERSTAND CREDIT SUISSE FIRST
BOSTON'S AND GOLDMAN SACHS' FINANCIAL ANALYSES, THE TABLES MUST BE READ TOGETHER
WITH THE TEXT OF EACH SUMMARY. THE TABLES ALONE DO NOT CONSTITUTE A COMPLETE
DESCRIPTION OF THE FINANCIAL ANALYSES. CONSIDERING THE DATA IN THE TABLES BELOW
WITHOUT CONSIDERING THE FULL NARRATIVE DESCRIPTION OF THE FINANCIAL ANALYSES,
INCLUDING THE METHODOLOGIES AND ASSUMPTIONS UNDERLYING THE ANALYSES, COULD
CREATE A MISLEADING OR INCOMPLETE VIEW OF CREDIT SUISSE FIRST BOSTON'S AND
GOLDMAN SACHS' FINANCIAL ANALYSES.

SELECTED COMPANIES ANALYSIS

Credit Suisse First Boston and Goldman Sachs compared financial and
operating data of AT&T Broadband's core cable business, which excludes assets
relating to Time Warner Entertainment and various
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other cable joint ventures, referred to as AT&T Broadband Cable, to
corresponding data for the following five publicly traded companies in the cable
industry:

— Adelphia Communications Corporation
— Cablevision Systems Corporation

— Charter Communications, Inc.

— Comcast Corporation

- Cox Communications, Inc.

Credit Suisse First Boston and Goldman Sachs reviewed enterprise values,
calculated as equity value plus net debt, as a multiple of calendar years 2002
and 2003 estimated earnings before interest, taxes, depreciation and
amortization, commonly referred to as EBITDA. All multiples were based on
closing stock prices on December 18, 2001. Credit Suisse First Boston and
Goldman Sachs then applied a range of selected multiples derived from the
selected companies of calendar years 2002 and 2003 estimated EBITDA to
corresponding financial data of AT&T Broadband Cable, both with and without
giving effect to, in the case of calendar year 2003, a $7.5 billion potential
initial public offering of 19.0% of AT&T Broadband occurring at year-end 2002,
referred to as the IPO. Credit Suisse First Boston and Goldman Sachs also
applied a range of selected multiples derived from the selected companies to
AT&T Broadband Cable's calendar year 2004 estimated EBITDA, after giving effect
to the IPO, the result of which was then discounted to 2001 year-end present
value using a discount rate of 15%. Estimated financial data for AT&T Broadband
Cable were based on internal estimates of AT&T Broadband's management and
estimated financial data for the selected companies were based on publicly
available research analysts' estimates. This analysis indicated an implied
enterprise reference range for AT&T Broadband Cable of approximately $31.0
billion to $60.0 billion. Using this enterprise reference range, Credit Suisse
First Boston and Goldman Sachs then derived an implied reference range per 2001
AT&T Broadband Cable subscriber. This analysis indicated the following implied
reference range per 2001 AT&T Broadband Cable subscriber, as compared to the per
2001 AT&T Broadband Cable subscriber value implied by the AT&T Broadband merger
consideration attributable to AT&T Broadband Cable.
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PER 2001 AT&T BROADBAND CABLE
IMPLIED REFERENCE RANGE SUBSCRIBER VALUE IMPLIED BY THE AT&T

PER 2001 AT&T BROADBAND BROADBAND MERGER CONSIDERATION
CABLE SUBSCRIBER ATTRIBUTABLE TO AT&T BROADBAND CABLE
AT&T Broadband Cable............ $2,301 - $4,380 $4,604

Credit Suisse First Boston and Goldman Sachs also reviewed the per
subscriber values for the selected companies for the first three fiscal quarters
of 2001 and estimated fiscal fourth quarter of 2001. Credit Suisse First Boston
and Goldman Sachs then derived an implied reference range per 2001 subscriber
for the selected companies. This analysis indicated the following implied
reference range per 2001 subscriber for the selected companies, as compared to
the per 2001 AT&T Broadband Cable subscriber value implied by the AT&T Broadband
merger consideration attributable to AT&T Broadband Cable:

PER 2001 AT&T BROADBAND CABLE
IMPLIED REFERENCE RANGE SUBSCRIBER VALUE IMPLIED BY THE AT&T

PER 2001 SUBSCRIBER FOR BROADBAND MERGER CONSIDERATION
SELECTED COMPANIES ATTRIBUTABLE TO AT&T BROADBAND CABLE
$3,250 - $4,000 $4,604

DISCOUNTED CASH FLOW ANALYSIS

Credit Suisse First Boston and Goldman Sachs calculated the present value
of the stand-alone, unlevered, after-tax free cash flows that AT&T Broadband
Cable could generate for the fiscal years 2002 to 2005. Credit Suisse First
Boston and Goldman Sachs performed this analysis based on four scenarios, AT&T
Broadband management case I, AT&T Broadband management case II, AT&T Broadband
alternate case I, and AT&T Broadband alternate case II. AT&T Broadband
management case I was based
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on internal estimates of AT&T Broadband's management. AT&T Broadband management
case II included adjustments to AT&T Broadband management case I based on
discussions with AT&T's management to reflect, among other things, the dilutive
effect of various financing alternatives. AT&T Broadband alternate case I
included adjustments to AT&T Broadband management case I based on discussions
with AT&T's management to reflect, among other things, the potential for
decreased revenue and profitability of AT&T Broadband Cable. AT&T Broadband
alternate case II included adjustments to AT&T Broadband alternate case I based
on discussions with AT&T's management to reflect, among other things, the
dilutive effect of various financing alternatives.

Credit Suisse First Boston and Goldman Sachs calculated a range of
estimated terminal values for AT&T Broadband Cable by applying selected EBITDA
multiples ranging from 12.0x to 14.0x to AT&T Broadband Cable's calendar year
2005 estimated EBITDA. The estimated free cash flows and calculated terminal
values were then discounted to present value using a discount rate of 11.0%.

This analysis indicated an implied enterprise reference range for AT&T

Broadband Cable of approximately $49.0 billion to $68.0 billion, based on the
four scenarios described above. Using this enterprise reference range, Credit
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Suisse First Boston and Goldman Sachs then derived an implied reference range
per 2001 AT&T Broadband Cable subscriber.
implied reference range per 2001 AT&T Broadband Cable subscriber,

This analysis indicated the following
as compared to

the per 2001 AT&T Broadband Cable subscriber value implied by the AT&T Broadband

merger consideration attributable to AT&T Broadband Cable:

PER 2001 AT&T BROADBAND CABLE

IMPLIED REFERENCE RANGE
PER 2001 AT&T BROADBAND
CABLE SUBSCRIBER

AT&T Broadband Cable

Credit Suisse First Boston and Goldman Sachs also calculated the present
value of the unlevered, after-tax free cash flows that AT&T Broadband could
generate for fiscal years 2002 to 2005, on a stand-alone basis, based on AT&T
Broadband management case I, and the present value of the unlevered, after-tax
free cash flows that AT&T Comcast, pro forma for the mergers,
fiscal years 2002 to 2005. Estimated financial data for AT&T Broadband were
based on AT&T Broadband management case I.
were based on internal estimates of Comcast's management,
Broadband's management and reviewed by AT&T's management, to reflect, among
other things, the potential for decreased revenue and profitability of Comcast,
referred to as Comcast adjusted management case.

as adjusted by AT&T

Credit Suisse First Boston and Goldman Sachs calculated a range of
estimated terminal values for AT&T Broadband, on a stand-alone basis, and AT&T

Estimated financial data for Comcast

SUBSCRIBER VALUE IMPLIED BY THE AT&T
BROADBAND MERGER CONSIDERATION
ATTRIBUTABLE TO AT&T BROADBAND CABLE

could generate for

Comcast, after giving effect to the mergers, by applying an EBITDA multiple of
13.0x, the midpoint of the 12.0x to 14.0x range used in calculating the terminal
values, to AT&T Broadband's and AT&T Comcast's calendar year 2005 estimated
EBITDA. The estimated free cash flows and calculated terminal values were then

discounted to present value using a discount rate of 11.0%.

This analysis indicated the following approximate implied per share equity
before and after

values for AT&T Broadband common stock on a stand-alone basis,
giving effect to the dilutive effect of various financing alternatives which
were based on discussions with AT&T's management,
share equity value reference range for AT&T Comcast, before and after taking
into account various levels of potential cost savings and other synergies
anticipated by the managements of AT&T, AT&T Broadband and Comcast to result
from the mergers:

STAND-ALONE
(WITHOUT FINANCING)
IMPLIED PER SHARE

EQUITY VALUE

STAND-ALONE
(WITH FINANCING)
IMPLIED PER SHARE

EQUITY VALUE

AT&T Broadband common stock........
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CONTRIBUTION ANALYSIS

and the following implied per

AT&T COMCAST
IMPLIED PER SHARE
EQUITY VALUE
REFERENCE RANGE

$14.06 $l6.17
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Credit Suisse First Boston and Goldman Sachs reviewed the relative
contributions of AT&T Broadband and of Comcast to AT&T Comcast's unlevered,
after-tax free cash flows for calendar years 2002 through 2005. Estimated
financial data for AT&T Broadband were based on AT&T Broadband management case
I, described above under the caption "Discounted Cash Flow Analysis." Estimated
financial data for Comcast were based on the Comcast adjusted management case,
described above under the caption "Discounted Cash Flow Analysis."

Credit Suisse First Boston and Goldman Sachs then computed the relative
contribution of AT&T Broadband and of Comcast to the discounted cash flow equity
reference range of AT&T Comcast. This analysis indicated the following range of
contribution percentages by AT&T Broadband to AT&T Comcast's discounted cash
flow equity reference range, as compared to the approximate fully diluted equity
ownership percentage of AT&T Broadband's shareholders:

AT&T BROADBAND PERCENTAGE IMPLIED AT&T BROADBAND SHAREHOLDER
CONTRIBUTION TO DISCOUNTED CASH FLOW OWNERSHIP PERCENTAGE FOLLOWING
EQUITY REFERENCE RANGE CONSUMMATION OF THE MERGERS
50.2%-58.1% 56.0%

If the QUIPS exchange transaction described under "Description of the AT&T
Comcast Transaction Agreements —-- The Exchange Agreement —-- QUIPS Exchange" is
completed, the ownership percentage of AT&T Comcast attributable to the AT&T
Broadband shareholders immediately following the mergers would increase due to
the number of AT&T Broadband shares issued to Microsoft as a result of the QUIPS
exchange transaction, and the ownership attributable to AT&T Broadband
shareholders implied by the contribution analysis would increase accordingly.

Credit Suisse First Boston and Goldman Sachs also reviewed the relative
contributions of AT&T Broadband Cable and of Comcast to AT&T Comcast's first
three fiscal quarters of 2001 EBITDA and estimated fiscal fourth quarter of 2001
EBITDA and estimated calendar years 2002 through 2004 EBITDA and to AT&T
Comcast's estimated calendar year 2001 cable subscribers and number of homes
capable of cable subscription, based on AT&T Broadband management case I and
Comcast adjusted management case, both described above under the caption
"Discounted Cash Flow Analysis." Credit Suisse First Boston and Goldman Sachs
noted that this analysis indicated a range of contribution percentages by AT&T
Broadband to AT&T Comcast of 37.9% to 57.0%.

OTHER FACTORS

In the course of preparing its opinion, Credit Suisse First Boston and
Goldman Sachs also reviewed and considered other information and data,
including:

— the enterprise reference range and reference range per 2001 AT&T
Broadband Cable subscriber of AT&T Comcast, after giving effect to the
mergers, implied by a range of selected EBITDA multiples for calendar
years 2003 and 2004, after taking into account potential synergies
anticipated by the managements of AT&T, AT&T Broadband and Comcast to
result from the mergers and discounting the 2004 calendar year results to
2001 year-end present values using a discount rate of 15%;

— the estimated percentage changes in the current per share price of
Comcast common stock after giving effect to the mergers, assuming a range
of selected EBITDA multiples for calendar year 2003, before and after
taking into account potential synergies anticipated by the managements of
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AT&T, AT&T Broadband and Comcast to result from the mergers; and

— the possible credit rating of AT&T Comcast, taking into account, among
other things, AT&T Comcast's estimated debt to EBITDA multiple for
calendar years 2002, 2003 and 2004, after taking into account potential
synergies anticipated by the managements of AT&T, AT&T Broadband and
Comcast to result from the mergers.

IV-19

MISCELLANEOUS

AT&T has agreed to pay each of Credit Suisse First Boston and Goldman Sachs
customary fees for their financial advisory services in connection with the
proposed mergers. AT&T also has agreed to reimburse Credit Suisse First Boston
and Goldman Sachs for their reasonable out-of-pocket expenses, including fees
and expenses of legal counsel, and to indemnify Credit Suisse First Boston and
Goldman Sachs and related parties against liabilities, including liabilities
under the federal securities laws, arising out of their respective engagements.

Credit Suisse First Boston and its affiliates in the past have provided,
and currently are providing, financial and investment banking services to AT&T
and some of its affiliates, and in the past have provided financial and
investment banking services to Comcast and some of its affiliates unrelated to
the proposed mergers, for which services Credit Suisse First Boston and its
affiliates have received, and expect to receive, compensation.

Goldman Sachs is familiar with AT&T having provided investment banking
services to AT&T from time to time, including:

- having acted as financial advisor to AT&T in connection with (i) its
acquisition of Teleport Communications Group Inc. in July 1998, (ii) its
acquisition of Tele-Communications Inc. in March 1999, (iii) its
divestiture of a 50% interest in Lenfest Communications Inc. in January
2000, (iv) its divestiture of cable assets to Cox Communications, Inc. in
March 2000, (v) its acquisition of MediaOne Group in June 2000, (vi) its
acquisition of assets from Cablevision Systems Corporation in January
2001, (vii) its analysis, consideration and negotiation of revisions to
AT&T's put arrangements with Cox Communications, Inc. and Comcast
involving At Home Corporation in May 2001, (viii) its distribution of the
outstanding shares of common stock of AT&T Wireless Inc. held by AT&T to
the holders of AT&T common stock in July 2001, (ix) its debt-for-equity
exchange offer involving AT&T's remaining stake in AT&T Wireless in July
2001, and (x) its transaction with BT Group plc relating to the unwinding
of the Concert joint venture announced in October 2001;

- having acted as joint lead arranger in connection with the loan
syndication of AT&T's senior credit facility in April 1999, aggregate
principal amount $30 billion, and joint lead arranger of its corporate
revolving credit facility in December 2000, aggregate principal amount
$25 billion, and in December 2001, aggregate principal amount $8 billion;

- having acted as joint bookrunner in connection with (i) the public
offering of AT&T Wireless Group tracking stock of AT&T in April 2000,
(ii) the public offering pursuant to Rule 144A of $1.65 billion aggregate
principal amount of Notes of AT&T due August 2002 in August 2001, and
(iii) the public offering pursuant to Rule 144A of $10.1 billion
aggregate principal amount of Notes of AT&T in multiple tranches and
currencies in November 2001;

- having acted as sole bookrunner in connection with the public offerings
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pursuant to Rule 144A of (i) $3.0 billion of aggregate principal amount
of Notes of AT&T due July 2000 in July 1999 and (ii) $6.0 billion of
aggregate principal amount of Notes of AT&T in multiple tranches due July
2001 in July 2000;

- having acted as dealer with respect to AT&T's commercial paper program;

- having acted as financial advisor to AT&T in connection with the
restructuring announced by AT&T in 2000; and

- having acted as a financial advisor to AT&T in connection with, and
having participated in some of the negotiations leading up to, the merger
agreement, the separation and distribution agreement and the agreements
referred to therein.
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Goldman Sachs has also provided investment banking services to Comcast and
its affiliates from time to time, including:

- having acted as co-manager with respect to the public offering of PHONES
in March 1999, aggregate principal amount $870 million;

- having acted as joint lead agent on the $4.45 billion aggregate principal
amount consent solicitation for various Comcast debt securities in July
2000; and

- having acted as co-manager with respect to the public offerings of (i)
$0.5 billion aggregate principal amount of Comcast's 6.375% Senior
Unsecured Notes due 2006 and $1.0 billion aggregate principal amount of
Comcast's 3.75% Senior Notes due 2011 in January 2001, (ii) $0.75 billion
aggregate principal amount of Comcast's 6.875% Senior Notes due 2009 in
May 2001, and (iii) $0.75 billion aggregate principal amount of Comcast's
7.125% Senior Notes due 2013 in June 2001. Goldman Sachs may provide
investment banking and advisory services to AT&T, Comcast and their
respective affiliates in the future.

Pursuant to contracts between AT&T, a subsidiary of AT&T Broadband and
affiliates of Credit Suisse First Boston, the subsidiary of AT&T Broadband is
obligated to deliver to an affiliate of Credit Suisse First Boston either shares
of Comcast Class A Special common stock or, following the mergers, AT&T Comcast
Class A Special common stock or cash in an amount derived from the value of the
shares that would otherwise be delivered. In the ordinary course of business,
each of Credit Suisse First Boston and Goldman Sachs and their affiliates may
actively trade securities, including derivative securities, of AT&T and Comcast
and their respective affiliates and in the future may actively trade securities,
including derivative securities, of AT&T Comcast and its affiliates for their
own accounts and for the accounts of customers and, accordingly, may at any time
hold long or short positions in those securities.
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CHAPTER FIVE
DESCRIPTION OF THE AT&T COMCAST TRANSACTION AGREEMENTS

Except for the employee benefits agreement, this chapter describes the
material terms of each of the AT&T Comcast transaction agreements. For a
description of the material terms of the employee benefits agreement, see
"Employee Benefits Matters —-- Other Benefits Matters —-- Employee Benefits
Agreement."
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THE MERGER AGREEMENT

The following summary of the merger agreement is qualified in its entirety
by reference to the complete text of the merger agreement, which is incorporated
by reference and attached as Annex A to this document.

STRUCTURE OF THE MERGERS

AT&T Broadband Acquisition Corp., a wholly owned subsidiary of AT&T
Comcast, will merge with and into AT&T Broadband, with AT&T Broadband continuing
as the surviving corporation and a wholly owned subsidiary of AT&T Comcast. This
merger is referred to in this document as the "AT&T Broadband merger." At
approximately the same time, Comcast Acquisition Corp., a wholly owned
subsidiary of AT&T Comcast, will merge with and into Comcast, with Comcast
continuing as the surviving corporation and a wholly owned subsidiary of AT&T
Comcast. This merger is referred to in this document as the "Comcast merger."
After completion of the mergers, the shareholders of Comcast and AT&T Broadband
will be shareholders of AT&T Comcast.

TIMING OF CLOSING

The closing date for the transaction will occur as soon as practicable
(and, in any event, within five business days) after satisfaction or waiver of
all conditions to the mergers set forth in the merger agreement. The mergers
will become effective after the separation and the AT&T Broadband spin-off on
the closing date for the transaction at a time that is mutually agreeable to
Comcast and AT&T.

MERGER CONSIDERATION

The Preferred Structure. If holders of Comcast Class A common stock,
voting as a single class, and holders of Comcast Class A common stock and
Comcast Class B common stock, voting together as a single class, approve the
preferred structure proposal:

— each share of AT&T Broadband common stock that is outstanding
immediately prior to the completion of the mergers will be converted in
the AT&T Broadband merger into the right to receive a number of shares
of AT&T Comcast Class A common stock determined by a formula described

under "-- Calculation of the AT&T Broadband Exchange Ratio" (if the AT&T
Broadband exchange ratio were determined as of the date of this
document, it would be approximately ); and

— each share of Comcast Class A common stock, Comcast Class B common stock
and Comcast Class A Special common stock that is outstanding immediately
prior to the completion of the mergers will be converted in the Comcast
merger into the right to receive one share of AT&T Comcast Class A
common stock, AT&T Comcast Class B common stock and AT&T Comcast Class A
Special common stock, respectively.

The AT&T Comcast capital structure described above is referred to in this
document as the "Preferred Structure." The rights of the classes of AT&T Comcast
common stock under the Preferred Structure are described under "Certain Legal
Information —-- Description of AT&T Comcast Capital Stock."
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The Alternative Structure. If the holders of the Comcast Class A common
stock, voting as a single class, or holders of Comcast Class A common stock and
Comcast Class B common stock, voting together as a single class, do not approve
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the preferred structure proposal:

— each share of AT&T Broadband common stock that is outstanding
immediately prior to the completion of the mergers will be converted in
the AT&T Broadband merger into the right to receive a number of shares
of AT&T Comcast Class C common stock determined by a formula described

under "-- Calculation of the AT&T Broadband Exchange Ratio" (if the AT&T
Broadband exchange ratio were determined as of the date of this
document, it would be approximately ); and

— each share of Comcast Class A common stock, Comcast Class B common stock
and Comcast Class A Special common stock that is outstanding immediately
prior to the completion of the mergers will be converted in the Comcast
merger into the right to receive one share of AT&T Comcast Class A
common stock, AT&T Comcast Class B common stock and AT&T Comcast Class A
Special common stock, respectively.

The AT&T Comcast capital structure described above is referred to in this
document as the "Alternative Structure." The rights of the classes of AT&T
Comcast common stock under the Alternative Structure are described in "Certain
Legal Information —-- Description of AT&T Comcast Capital Stock."

Potential Additional Payments. If there is a disparity in the per share
value of the class of AT&T Comcast common stock issued in the AT&T Broadband
merger and the AT&T Comcast Class A Special common stock such that the shares of
AT&T Comcast common stock issued to the AT&T Broadband shareholders in the AT&T
Broadband merger do not have a value in excess of 50% of the total value of the
shares of AT&T Comcast stock issued in the mergers, AT&T Comcast will issue a
number of additional shares of AT&T Comcast stock to the same AT&T Broadband
shareholders sufficient to ensure that the AT&T Broadband shareholders will hold
shares of AT&T Comcast stock representing more than 50% of the value of all
shares of AT&T Comcast stock issued in the mergers.

If, prior to the completion of the mergers, Standard & Poor's has not
committed that the class of AT&T Comcast common stock to be issued in the AT&T
Broadband merger will be included in the Standard & Poor's 500 Index immediately
after completion of the mergers and during 10 trading days randomly selected
from a post-closing pricing period the average trading price for such class of
AT&T Comcast common stock is less than that of the AT&T Comcast Class A Special
common stock, AT&T Comcast will issue additional shares of such class of AT&T
Comcast common stock to the same AT&T Broadband shareholders to offset such
price differential; provided that (1) AT&T Comcast will not be obligated
pursuant to this provision to compensate AT&T Broadband shareholders to the
extent the price differential exceeds 3% and (2) the number of shares of AT&T
Comcast common stock that would otherwise be issued pursuant to this provision
will be reduced by the number of shares (if any) issued by AT&T Comcast as
described in the preceding paragraph. Notwithstanding the foregoing, if the
class of AT&T Comcast common stock issued in the AT&T Broadband merger is
included in the Standard & Poor's 500 Index prior to the close of the pricing
period referred to above, AT&T Comcast will have no obligation to issue
additional shares of AT&T Comcast common stock pursuant to this provision.
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CALCULATION OF THE AT&T BROADBAND EXCHANGE RATIO

In connection with the transaction, AT&T Comcast will issue up to 1.235
billion shares of AT&T Comcast common stock to the AT&T shareholders who receive
shares of AT&T Broadband common stock in the AT&T Broadband spin-off (not
including 115 million shares of AT&T Comcast common stock issued to Microsoft as
a result of the QUIPS exchange transaction). The number of shares of AT&T
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Comcast common stock that each holder of AT&T Broadband common stock will
receive in the AT&T Broadband merger in exchange for each of such holder's
shares of AT&T Broadband common stock will be determined by the following
formula:

1,235,000,000 —- (I+F)/C

The exchange ratio (identified as "X" above) 1is calculated by reference to
the number of shares of AT&T Broadband common stock that is outstanding at the
completion of the transaction (identified as "O" above). The merger agreement
provides that this number "O" will include any outstanding restricted shares of
AT&T Broadband common stock that are not forfeited upon completion of the
transaction but will exclude any shares of AT&T Broadband common stock issued in
the QUIPS exchange transaction, which is described under "Description of the
AT&T Comcast Transaction Agreements —-- The Exchange Agreement —-- QUIPS Exchange"
or held by a wholly owned subsidiary of AT&T Broadband and any shares of AT&T
Broadband common stock that were not issued on account of the purported exercise
by an AT&T shareholder of appraisal rights in connection with the AT&T Comcast
transaction (unless such purported exercise has been withdrawn or such rights
have been invalidated).

The exchange ratio is also calculated by reference to the cost to AT&T
Comcast of assuming certain stock options and stock appreciation rights that are
held by employees of AT&T Broadband and former employees of AT&T and AT&T
Broadband. This latter cost is taken into account in the formula by subtracting
the quantity (I+F)/C from 1.235 billion in the numerator where "I" is the value
of stock options and stock appreciation rights outstanding on the day the merger
agreement was signed and held by employees of AT&T Broadband immediately prior
to the closing date, "F" is the value of stock options and stock appreciation
rights held by former employees that are being assumed by AT&T Comcast and "C"
is the market price of a share of Comcast Class A common stock immediately prior
to completion of the transaction.

If the exchange ratio were determined as of the date of this document, it
would be approximately [ 1.

As described above, the exchange ratio is dependent on a number of factors
that may change between the date of execution of the merger agreement and the
date of completion of the AT&T Comcast transaction, including the number of
outstanding shares of AT&T common stock, the value of options and stock
appreciation rights and the price of Comcast Class A common stock. The following
is solely for purposes of illustrating the effects that certain actions taken in
this interim period may have on the exchange ratio. Each paragraph of the
following assumes that the only variable of the exchange ratio that changes is
the one listed in that paragraph:

— If AT&T issues additional shares of AT&T common stock before the record
date for the AT&T Broadband spin-off, the number of shares of AT&T
Broadband common stock distributed in the AT&T Broadband spin-off will
increase and the exchange ratio will therefore decrease. The merger
agreement requires AT&T to cause its subsidiary, TCI Pacific
Communications, Inc., to call for redemption, and redeem, all of the
outstanding shares of TCI Pacific Class A Senior Cumulative Exchangeable
preferred stock, or the TCI Pacific preferred stock, prior to completion
of the AT&T Comcast transaction. If prior to the redemption date, the
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holders of the TCI Pacific preferred stock elect to exchange their
shares for AT&T common stock (as expected), AT&T will be required to
issue an estimated 52.3 million shares of AT&T common stock. See

"-— Covenants —-- Redemption of TCI Pacific Preferred Stock." The
exchange ratio of [ ] referred to above assumes the issuance of
52.3 million shares of AT&T common stock as discussed in the
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preceding sentence. In addition, the merger agreement permits AT&T to
issue up to 275 million shares of AT&T common stock in connection with
certain transactions. If AT&T issues all 275 million shares of AT&T
common stock discussed in the preceding sentence prior to completion of
the AT&T Comcast transaction and the exchange ratio were determined as
of the date of this document adjusted for such issuances and otherwise
using then current information, the exchange ratio would be
approximately [ ].

— If the stock price of AT&T immediately prior to the AT&T Broadband
spin-off is less than the stock price of AT&T as of the date of
execution of the merger agreement, it will cost less for AT&T Comcast to
assume certain stock options and stock appreciation rights and the
exchange ratio will increase.

— If the stock price of Comcast Class A common stock prior to the AT&T
Broadband spin-off is less than the stock price of Comcast Class A
common stock as of the date of execution of the merger agreement, the
cost to AT&T Comcast of assuming certain stock options and stock
appreciation rights (as expressed in terms of shares of Comcast Class A
common stock) will increase and the exchange ratio will decrease.

EXCHANGE OF SHARES

AT&T and Comcast will Jjointly designate an exchange agent to coordinate (1)
the exchange of Comcast common stock in the Comcast merger for AT&T Comcast
common stock, (2) the distribution of AT&T Comcast common stock in respect of
the AT&T Broadband common stock converted in the AT&T Broadband merger and (3)
the payment of cash to the former holders of AT&T Broadband common stock instead
of fractional shares of AT&T Comcast common stock.

As soon as reasonably practicable after completion of the mergers, the
exchange agent will mail to each holder of record of a certificate that
immediately prior to the completion of the mergers represented outstanding
shares of Comcast common stock (1) a letter of transmittal and (2) instructions
for effecting the surrender of the Comcast certificates in exchange for
certificates representing shares of AT&T Comcast common stock. Holders of
certificates representing shares of Comcast common stock that surrender their
certificates for cancellation to the exchange agent, together with a properly
completed letter of transmittal and such other documents as may reasonably be
required by the exchange agent will receive the appropriate merger
consideration. Holders of unexchanged shares of Comcast common stock will not be
entitled to receive any dividends or other distributions payable by AT&T Comcast
after the completion of the mergers until their certificates are surrendered.

AT&T will declare to holders of AT&T common stock, NYSE symbol "T," a
dividend of one share of AT&T Broadband common stock for each such share of AT&T
common stock immediately prior to the completion of the mergers. Certificates
representing these shares of AT&T Broadband common stock will not be delivered.
Instead, as soon as reasonably practicable after the completion of the mergers,
the exchange agent will deliver to the holders entitled to the dividend of AT&T
Broadband common stock the appropriate merger consideration payable to those
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holders in respect of the AT&T Broadband common stock. Those holders will not be
required to deliver to the exchange agent certificates representing shares of
AT&T common stock or AT&T Broadband common stock prior to receipt of
certificates representing the shares of AT&T Comcast common stock into which
their shares of AT&T Broadband common stock are converted in the AT&T Broadband
merger. Holders of AT&T common stock, NYSE symbol "T," will continue to hold
their certificates which, after completion of the AT&T Broadband spin-off, will
represent an interest in AT&T's communications services business or, if AT&T
Consumer Services Group tracking stock has been issued, AT&T Business Services
Group (and AT&T's retained portion of the value of AT&T Consumer Services Group,
if any). No distribution of AT&T Broadband common stock will be made on shares
of AT&T Consumer Services Group tracking stock.

AT&T Comcast will not issue any fractional shares in the AT&T Broadband
merger. Instead, as promptly as practicable after the completion of the mergers,
the exchange agent will sell the "Excess Shares" of AT&T Comcast common stock at
then prevailing prices on The Nasdag Stock Market.
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"Excess Shares" means (1) the number of shares of AT&T Comcast common stock
delivered to the exchange agent by AT&T Comcast in respect of the AT&T Broadband
merger less (2) the aggregate number of whole shares of AT&T Comcast common
stock to be distributed to the holders of AT&T Broadband common stock in the
AT&T Broadband merger. As soon as practicable after the determination of the
amount of cash to be paid to the holders of AT&T Broadband common stock in lieu
of any fractional share interests, the exchange agent will deliver such amounts
to the applicable holders of AT&T Broadband common stock.

No fractional shares will be issuable in the Comcast merger because the
Comcast exchange ratio is 1:1.

In the event that any additional shares of AT&T Comcast common stock will
be issued as described under "-- Merger Consideration —-- Potential Additional
Payments, " AT&T Comcast will enter into appropriate arrangements with the
exchange agent providing for the delivery of such additional shares.

TREATMENT OF STOCK OPTIONS AND EQUITY-BASED AWARDS

AT&T Stock Options. Immediately prior to the AT&T Comcast transaction, as
a part of the AT&T Broadband spin-off, AT&T stock options will be converted as
described below pursuant to the employee benefits agreement (see "Employee
Benefits Matters —-- Other Benefits Matters"). In connection with the
conversions, adjustments will be made to maintain the intrinsic value of the
original AT&T options immediately before and after the AT&T Broadband spin-off:

- AT&T stock options held by current employees of AT&T Broadband (including
any AT&T employees who become employees of AT&T Broadband in connection
with the AT&T Broadband spin-off) will be converted into AT&T Broadband
stock options;

- AT&T stock options held by current employees of AT&T (other than
employees of AT&T Broadband) will be converted into adjusted AT&T stock
options; and

— AT&T stock options held by former employees of AT&T and AT&T Broadband
will be converted into (1) adjusted AT&T stock options and (2) AT&T
Broadband stock options.

AT&T Broadband Stock Options. As of completion of the AT&T Comcast
transaction, each outstanding AT&T Broadband stock option will be converted, on
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the same terms and conditions, into an option to acquire that number of shares
of AT&T Comcast Indexed Stock that has the same fair market value immediately
after the completion of the AT&T Comcast transaction as the aggregate fair
market value of shares of AT&T common stock subject to the existing AT&T
Broadband stock option prior to the AT&T Broadband spin-off less, in the case of
former employees of AT&T or AT&T Broadband, the aggregate fair market value of
the AT&T common stock subject to the adjusted AT&T stock option granted pursuant
to the employee benefits agreement. The per share exercise price for each newly
converted option will be equal to the aggregate exercise price of the applicable
AT&T Broadband stock option prior to the AT&T Broadband spin-off (less, in the
case of a former employee of AT&T or AT&T Broadband, the aggregate exercise
price of the adjusted AT&T stock option referred to above) divided by the number
of shares of AT&T Comcast Indexed Stock underlying such option. As of completion
of the AT&T Comcast transaction, each AT&T Broadband stock option held by
current AT&T Broadband employees (including AT&T employees who become AT&T
Broadband employees in the AT&T Broadband spin-off) will have vested and will
remain exercisable for the remainder of its original term (except for awards
held by any AT&T executive officer who has waived rights to vesting of certain
equity awards as a result of the AT&T Comcast transaction).

AT&T Restricted Stock and other AT&T Equity-Based Awards. Immediately
prior to the AT&T Comcast transaction, as a part of the AT&T Broadband spin-off,
AT&T restricted stock and other equity-based awards will be converted as
described below, pursuant to the employee benefits agreement (see "Employee
Benefits Matters —-- Other Benefits Matters"). In connection with the
conversions, adjustments will be made to maintain the fair market value of the
original AT&T restricted stock or other equity-based award immediately before
and after the AT&T Broadband spin-off:

— AT&T restricted shares held by current employees of AT&T (other than
employees of AT&T Broadband) will be converted into (1) adjusted AT&T
restricted shares and (2) equity-based awards based on AT&T Broadband
common stock;

— AT&T restricted shares held by current employees of AT&T Broadband
(including AT&T employees who become employees of AT&T Broadband in
connection with the AT&T Broadband spin-off) will be converted into (1)
adjusted AT&T restricted shares and (2) AT&T Broadband restricted shares;
and

— Other equity-based awards based on AT&T common stock, regardless of by
whom held, will be converted into (1) adjusted equity-based awards based
on AT&T common stock and (2) equity-based awards based on AT&T Broadband
common stock.

AT&T Broadband Restricted Stock and other AT&T Broadband Equity-Based
Awards. As of the completion of the AT&T Comcast transaction, shares of AT&T
Broadband restricted stock will be converted into the right to receive AT&T
Comcast common stock on the terms and conditions applicable to AT&T Broadband
shareholders described above under "Merger Consideration." As of the completion
of the AT&T Comcast transaction, all other awards based on shares of AT&T
Broadband common stock will be converted, on the same terms and conditions, into
equivalent awards based on that number of shares of AT&T Comcast Indexed Stock
having the same fair market value immediately after the completion of the AT&T
Comcast transaction as the aggregate fair market value of shares of AT&T common
stock subject to the original AT&T equity awards. As of completion of the AT&T
Comcast transaction, each AT&T Broadband restricted share will have become free
of restrictions and each other equity-based award (based on AT&T or AT&T
Broadband common stock) held by current and former AT&T Broadband employees
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(including AT&T employees who become AT&T Broadband employees in the AT&T
Broadband spin-off) will have vested (except for awards held by any AT&T
executive officer who has waived rights to vesting of certain equity awards as a
result of the AT&T Comcast transaction).

Comcast Stock Options. As of the completion of the AT&T Comcast
transaction each outstanding Comcast stock option will be converted into an
option to acquire, on the same terms and conditions, that number of shares of
AT&T Comcast Indexed Stock that has the same fair market value immediately after
the completion of the AT&T Comcast transaction as the aggregate fair market
value of shares of Comcast Class A Special common stock subject to the existing
Comcast stock option. The per share exercise price for each newly converted
option will be equal to the aggregate exercise price of the applicable Comcast
stock option divided by the number of shares of AT&T Comcast Indexed Stock
underlying such option.

Comcast Restricted Stock and the Comcast Equity-Based Awards. As of the
completion of the AT&T Comcast transaction, shares of Comcast restricted stock
will be converted into the right to receive AT&T Comcast common stock on the
terms and conditions applicable to Comcast shareholders described above under
"Merger Consideration." As of the completion of the AT&T Comcast transaction,
other awards based on shares of Comcast Class A Special common stock will be
converted, on the same terms and conditions, into equivalent awards based on
that number of shares of AT&T Comcast Indexed Stock having the same fair market
value immediately after the completion of the transaction as the aggregate fair
market value of shares of Comcast Class A Special common stock subject to the
existing Comcast equity awards.

COVENANTS

Each of Comcast and AT&T has undertaken certain covenants in the merger
agreement. The following summarizes the more significant of these covenants.

Interim Operations. Comcast and AT&T (with respect to its broadband
business) have agreed to conduct their business in the ordinary course
consistent with past practice and to not engage in specified material
transactions, in each case prior to the completion of the transaction, without
the prior written consent of the other party (which consent will not be
unreasonably withheld). AT&T has also agreed not to enter into any material
agreement or arrangement relating to its interest in amend or modify in any
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material respect any of its existing material contracts relating to Time Warner
Entertainment, acquire (other than pursuant to a cashless exercise of an option
currently held by AT&T) additional interests in Time Warner Entertainment or
sell any part of its interest in Time Warner Entertainment, except solely for
cash or pursuant to the registration provisions of the Time Warner Entertainment
partnership agreement, in each case prior to the completion of the AT&T Comcast
transaction, without the prior written consent of Comcast (which consent will
not be unreasonably withheld). AT&T has further agreed to run its broadband
business for the benefit of the broadband business prior to the completion of
the AT&T Comcast transaction.

Covenant to Obtain Regulatory Approvals. AT&T and Comcast have agreed to
use their best efforts to promptly take all actions and to do all things
necessary, proper or advisable under applicable laws and regulations to complete
the AT&T Comcast transaction as soon as practicable. In addition, AT&T and
Comcast have agreed to take all actions necessary to obtain all required FCC
approvals and the expiration or termination of the waiting period under the
Hart-Scott-Rodino Antitrust Improvements Act of 1976.
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AT&T Board's Covenant to Recommend and Hold Meeting. The AT&T Board has
agreed to recommend approval and adoption of the merger agreement and the
transactions contemplated by the merger agreement to AT&T shareholders. However,
the AT&T Board is permitted to withdraw or modify, in a manner adverse to
Comcast, this recommendation if:

— AT&T is in compliance with its obligations to notify Comcast promptly
after its receipt of an Acquisition Proposal (as described below) and to
keep Comcast fully informed of the status and details of any such
Acquisition Proposal;

— the AT&T Board determines, after consulting with AT&T's outside legal
counsel, that it must take such action to comply with its fiduciary
duties under applicable law; and

— AT&T has delivered to Comcast a prior written notice advising Comcast
that it intends to take such action and describing its reasons for taking
such action (such notice to be delivered not less than two business days
prior to the time such action is taken).

An "Acquisition Proposal" is defined in the merger agreement generally as
any offer or proposal by any third party for, or any indication of interest in,
certain transactions, including any transaction (1) the entering into or
consummation of which would reasonably be expected to be inconsistent in any
material respect with the AT&T Comcast transaction or (2) that would reasonably
be expected to prevent or materially delay, impede or adversely affect the AT&T
Comcast transaction (provided that certain transactions involving AT&T's
communications business that might delay completion of the AT&T Comcast
transaction will not be considered "Acquisition Proposals").

Subject to applicable law, AT&T is required to submit the merger agreement
to AT&T shareholders at the AT&T meeting even if the AT&T Board determines at
any time after the date of this document and prior to the AT&T meeting that it
is no longer advisable or recommends that AT&T shareholders reject it.

No Solicitation. AT&T is prohibited from soliciting or encouraging
Acquisition Proposals from third parties or from providing nonpublic information
to or engaging in negotiations with any third party that has made or is known by
AT&T to be considering making an Acquisition Proposal. However, AT&T may furnish
nonpublic information and engage in negotiations with a third party that has
made an unsolicited Acquisition Proposal if the AT&T Board determines, after
consultation with its financial advisors and outside legal counsel, that such
Acquisition Proposal would reasonably be expected to lead to a proposal that
would be more favorable to the AT&T shareholders than the AT&T Comcast
transaction; provided that prior to taking any of such actions:

— AT&T is in compliance with its obligations to notify Comcast promptly
after its receipt of an Acquisition Proposal and to keep Comcast fully
informed of the status and details of any such Acquisition Proposal;

V-7
— the AT&T Board determines, after consulting with AT&T's outside legal
counsel, that it must take such action to comply with its fiduciary
duties under applicable law; and
— such third party executes a confidentiality agreement with terms no less

favorable in the aggregate to AT&T than those contained in the
confidentiality agreement between AT&T and Comcast.
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Comcast Board's Covenant to Recommend. The Comcast Board has agreed to
recommend approval and adoption of the merger agreement and the transactions
contemplated by the merger agreement to Comcast shareholders.

Interim Finance Committee. Comcast and AT&T have agreed to establish an
Interim Finance Committee composed of Lawrence S. Smith, Executive Vice
President of Comcast, and Charles H. Noski, Senior Executive Vice President and
Chief Financial Officer of AT&T, for the purpose of engaging in financial
planning for AT&T Broadband. The Interim Finance Committee will seek to arrange
financing in an amount sufficient to:

- pay to AT&T at the closing of the transaction all debt owed to it by AT&T
Broadband;

— refinance certain AT&T Broadband debt that will be called for redemption
on the closing date for the transaction or shortly thereafter (see
"—-— TOPrS Covenant"); and

— provide appropriate cash reserves to fund the operations of AT&T
Broadband after the completion of the transaction.

If Comcast is unable to obtain the financing described above on the terms
agreed upon by the Interim Finance Committee or the Interim Finance Committee is
unable to agree on the terms of such financing, Comcast will arrange for a
senior credit facility with a term not exceeding five years to provide such
financing.

TOPrS Covenant. AT&T Comcast has agreed that on the closing date for the
transaction, it will either call for redemption the AT&T Broadband debt known by
the acronym TOPrS that is then redeemable (and which has not been redeemed prior
to that date) and as to which AT&T has guaranteed certain obligations, cause
AT&T to be released from any such guarantee or post a letter of credit in
respect of such debt. With respect to any series of TOPrS that is not redeemable
on the closing date for the transaction and as to which AT&T has guaranteed
certain obligations, AT&T Comcast has agreed on the earliest date on which such
series of TOPrS may be redeemed to either redeem such series of TOPrS, cause
AT&T to be released from any such guarantee or post a letter of credit in
respect of such debt. As of the date of this filing, AT&T has announced that
approximately $1.3 billion of the outstanding TOPrS will be redeemed in February
and March 2002.

QUIPS Failure. Comcast and AT&T have agreed that if on the date that would
otherwise be the closing date for the AT&T Comcast transaction the QUIPS
exchange transaction does not occur (the "QUIPS Failure Date"), the closing date
for the AT&T Comcast transaction may be delayed for up to 180 days after the
QUIPS Failure Date. During this period, AT&T and Comcast will use commercially
reasonable efforts to complete the QUIPS exchange transaction or, if it appears
reasonably likely that the QUIPS exchange transaction will not occur, the
transfer of the obligations under the QUIPS (the "QUIPS Transfer") from AT&T to
AT&T Broadband, in either case on the closing date for the AT&T Comcast
transaction. If neither the QUIPS exchange transaction nor the QUIPS Transfer
occurs on the closing date for the AT&T Comcast transaction during such period,
AT&T Broadband will pay AT&T an additional amount at closing equal to the fair
market value of the QUIPS, as determined pursuant to an appraisal process
specified in the merger agreement. In such event, Comcast will be permitted to
sell assets and take any other actions that are necessary or reasonably designed
to enable it to provide AT&T Broadband with sufficient funds to pay AT&T the
QUIPS fair market wvalue.

Covenant Regarding Standard & Poor's 500 Index. AT&T Comcast, Comcast and

AT&T have each agreed to use their reasonable best efforts to cause the AT&T
Comcast common stock to be issued in the AT&T Broadband merger (i.e., AT&T
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Comcast Class A common stock under the Preferred Structure and AT&T Comcast
Class C common stock under the Alternative Structure) to be included in the
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Standard & Poor's 500 Index upon completion of the AT&T Comcast transaction or
as promptly thereafter as possible.

Covenant Permitting Certain AT&T Transactions. Comcast and AT&T have
agreed that AT&T may enter into an agreement relating to a transaction providing
for the sale or disposition of more than 50% of AT&T's communications businesses
that would delay completion of the mergers (a "Significant Excepted
Transaction") if such Significant Excepted Transaction would not reasonably be
expected to result in a delay in the completion of the mergers past March 1,
2003, the date on or after which Comcast or AT&T may elect to terminate the
merger agreement if the mergers have not closed (the "End Date"); provided that,
in such event, at the request of Comcast, the End Date will be extended by the
reasonably expected period of delay in the completion of the mergers caused by
such Significant Excepted Transaction up to sixty days.

Comcast and AT&T have also agreed that AT&T may enter into an agreement
relating to a Significant Excepted Transaction that would reasonably be expected
to result in a delay in the completion of the mergers past the End Date but
which would not reasonably be expected to result in a delay in the completion of
the mergers to a date that is more than sixty days after the End Date; provided
that (1) Microsoft consents to extend the "end" date for the QUIPS exchange
transaction to the date after the End Date (which date will be no later than
sixty days after the End Date) on which it is reasonably anticipated that the
mergers would be completed if the Significant Excepted Transaction were to
occur, (2) the End Date is extended to the new "end" date for the QUIPS exchange
transaction and (3) AT&T (and not AT&T Broadband) agrees to pay any costs,
expenses or fees payable in connection with obtaining Microsoft's consent to the
extension of the "end" date for the QUIPS exchange transaction.

AT&T has agreed that it will not enter into any agreement relating to a
Significant Excepted Transaction that would reasonably be expected to result in
a delay in the completion of the mergers to a date that is more than sixty days
after the End Date.

Headquarters. Upon completion of the transaction, Comcast and AT&T have
agreed that AT&T Comcast's headquarters will be in Philadelphia, Pennsylvania.
Until the 2005 annual meeting of AT&T Comcast shareholders, AT&T Comcast will
maintain an executive office in the New York City metropolitan area.

Alternative Structure. Comcast and AT&T have agreed that, at the request
of the other party, it will consider amending the terms of the merger agreement
to the extent necessary to provide for a structure or a sequencing of the
mergers that is more tax efficient or otherwise more advantageous than the
structure and sequencing of the mergers described in this document and is not
adverse to the other party.

Shareholder Rights Plan. Comcast and AT&T have agreed to cause AT&T
Comcast to adopt a shareholder rights plan upon completion of the AT&T Comcast
transaction. For a description of the terms of the shareholder rights plan that
AT&T Comcast will adopt, see "Certain Legal Information -- Description of AT&T
Comcast Shareholder Rights Plan."

Post-Transaction Governance Arrangements. Comcast and AT&T have agreed to
various governance arrangements for AT&T Comcast after the completion of the
AT&T Comcast transaction. For a description of these arrangements, see
"Description of Governance Arrangements Following the AT&T Comcast Transaction."
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Indemnification and Insurance. Comcast and AT&T have agreed to various
indemnification and insurance arrangements for officers and directors of AT&T,
Comcast and their respective subsidiaries after the completion of the AT&T
Comcast transaction. For a description of these arrangements, see "Employee

Benefits Matters —-—- Interests of Directors and Officers in the AT&T Comcast
Transaction —- Indemnification and Insurance."
Employee Benefits Matters. Comcast and AT&T have agreed to various

employee benefits matters. For a description of these matters, see "Employee
Benefits Matters."

Agreement to Vote. Comcast has agreed to vote its shares of AT&T common
stock in favor of the AT&T Comcast transaction.

Covenant Regarding Comcast's AT&T Stock. Comcast and AT&T have agreed
that, prior to the AT&T Broadband spin-off, Comcast will exchange all of its
shares of AT&T common stock for shares of a newly created series of AT&T
exchangeable preferred stock. The AT&T exchangeable preferred stock will be
mandatorily exchangeable after the completion of the AT&T Comcast transaction
into shares of AT&T common stock. The exchange formula included in the merger
agreement will provide Comcast with an interest in the communications business
of AT&T that, subject to the next sentence, is equal in value to the interest
Comcast held in the combined communications and broadband business of AT&T prior
to the AT&T Comcast transaction. Comcast has agreed to cap the shares of AT&T
common stock (or shares of any class of AT&T stock issued as a dividend on
shares of AT&T common stock) it is eligible to receive pursuant to the exchange
formula included in the merger agreement at 10% of the outstanding shares of
AT&T common stock (or any class of stock issued as a dividend on AT&T common
stock). Comcast has also agreed that if as a result of the mandatory exchange it
holds in excess of 5% of the outstanding shares of AT&T common stock (or any
class of stock issued as a dividend on AT&T common stock), then (1) it will sell
the excess shares within a year of the exchange and (2) prior to the sale of the
excess shares it will vote them on any matter submitted to shareholders in the
same proportion as all other shareholders.

Redemption of TCI Pacific Preferred Stock. AT&T has agreed that prior to
the completion of the AT&T Comcast transaction, it will cause TCI Pacific (1) to
call for redemption all of the outstanding shares of TCI Pacific preferred stock
and (2) to the extent any of such shares are not exchanged for shares of AT&T
common stock prior to the applicable redemption date, to redeem all of such
shares remaining outstanding in exchange for shares of AT&T common stock.

Sural. Comcast and AT&T have agreed that Sural LLC, which is controlled by
Brian L. Roberts, President of Comcast, may elect to merge with and into AT&T
Comcast or one of its subsidiaries immediately prior to the mergers. If such
election is made, the members of Sural LLC, in exchange for their outstanding
interests in Sural LLC, would receive in the aggregate the same number of AT&T
Comcast shares of each class that Sural LLC would have received in the Comcast
merger had it not made such election.

REPRESENTATIONS AND WARRANTIES

The merger agreement includes substantially reciprocal representations and
warranties made by Comcast and AT&T customary for a transaction similar to the
AT&T Comcast transaction. The representations and warranties contained in the
merger agreement will not survive the completion of the AT&T Comcast transaction
or a termination of the merger agreement.
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CONDITIONS TO THE COMPLETION OF THE MERGERS

Conditions to the Obligations of Comcast and AT&T. The obligations of each
party to the merger agreement to complete the mergers are subject to the
satisfaction or waiver (to the extent permissible) of the following conditions:

- approval of the AT&T Comcast transaction by the AT&T shareholders and the
Comcast shareholders;

- expiration or termination of any applicable waiting period under the
Hart-Scott-Rodino Antitrust Improvements Act of 1976;

- absence of a material legal prohibition on the transaction;

- approval for the listing on The Nasdag Stock Market of the shares of AT&T
Comcast common stock to be issued in the mergers (other than the shares
of AT&T Comcast Class B common stock) or to be reserved for issuance in
connection with the mergers;

— receipt of all required regulatory approvals other than those the failure
of which to be obtained would not reasonably be expected to have a
Material Adverse Effect (as described below) on Comcast or AT&T's
broadband business;

— absence of any order or statute, rule or regulation restraining or
prohibiting the effective operation of the business of AT&T Comcast, AT&T
Broadband or Comcast after the completion of the mergers that would
reasonably be expected to have a Material Adverse Effect on Comcast or
AT&T's broadband business;

- completion of the separation and the AT&T Broadband spin-off;

- execution of all of the transaction agreements described or referred to
in this document;

— receipt and continuing effectiveness of an Internal Revenue Service
ruling or rulings (or, if Comcast and AT&T mutually agree, an opinion
from tax counsel acceptable to AT&T and Comcast) to the effect that, for
U.S. federal income tax purposes, the separation and the AT&T Broadband
spin-off will be tax—-free, the mergers will not cause the separation and
the AT&T Broadband spin-off to fail to qualify as tax-free, and the
separation and the AT&T Broadband spin-off will not cause the
distribution by AT&T of all of the common stock of AT&T Wireless or of
Liberty Media to fail to qualify as tax—free transactions; and

— AT&T shall have obtained Note Consents, or defeased, purchased or
acquired debt, in respect of series representing at least 90% in
aggregate principal amount of the securities issued under the AT&T
indenture, dated September 7, 1990, and outstanding as of December 19,
2001. At December 19, 2001, there was approximately $12.7 billion in
aggregate principal amount subject to this condition.

Additional Conditions to the Obligations of AT&T. The obligations of AT&T
to consummate the AT&T Broadband merger are also subject to the satisfaction or
waiver (to the extent permissible) of the following conditions:

- material accuracy of the representations and warranties of Comcast,

including with respect to the absence of a Material Adverse Effect on
Comcast;
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- performance by Comcast in all material respects of its obligations under
the merger agreement;

— receipt by AT&T of an opinion of Wachtell, Lipton, Rosen & Katz to the
effect that the combination of AT&T Broadband and Comcast will qualify as
a tax-free transaction; and

— performance by Sural in all material respects of its obligations under
the support agreement.

Additional Conditions to the Obligations of Comcast. The obligations of
Comcast to consummate the Comcast merger are also subject to the satisfaction or
waiver (to the extent permissible) of the following conditions:

- material accuracy of the representations and warranties of AT&T,
including with respect to the absence of a Material Adverse Effect on
AT&T Broadband;

— performance by AT&T in all material respects of its obligations under the
merger agreement; and

— receipt by Comcast of an opinion of Davis Polk & Wardwell to the effect
that the combination of AT&T Broadband and Comcast will qualify as a
tax—-free transaction.

"Material Adverse Effect" with respect to Comcast or AT&T's broadband
business means a material adverse effect on the financial condition, assets or
results of operations of Comcast or AT&T's broadband business, as applicable,
taken as a whole, excluding any effect resulting from or arising in connection
with (1) changes or conditions generally affecting the industries in which
Comcast or AT&T's broadband business, as applicable, operate, (2) changes in
general economic, regulatory or political conditions or (3) the announcement of
the merger agreement or of the transactions contemplated by the merger
agreement.

TERMINATION OF THE MERGER AGREEMENT

The merger agreement may be terminated in any of the following
circumstances:

— The merger agreement may be terminated by mutual written agreement of
Comcast and AT&T.

— The merger agreement may be terminated by either Comcast or AT&T if:
—— either party's shareholders fail to approve the transaction;

—— the mergers have not been completed by March 1, 2003; provided that the
party seeking to terminate the merger agreement pursuant to this
provision has not breached any provision of the merger agreement
resulting in the failure of the mergers to be completed by such date;

—— the other party breaches the merger agreement such that the related
closing conditions cannot be satisfied by March 1, 2003; or

—— any material law or regulation makes completion of the transaction
illegal or a permanent injunction prohibiting completion of the
transaction is entered.
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— AT&T may terminate the merger agreement if the closing date for the
transaction has not occurred within 30 days of the QUIPS Failure Date;
provided that AT&T may terminate the merger agreement pursuant to this
provision only (1) on two business days' notice delivered to Comcast
prior to the 45th day after the QUIPS Failure Date and (2) if prior to
the effectiveness of the termination Comcast does not agree to close the
transaction by the 60th day after the QUIPS Failure Date.

— Comcast may terminate the merger agreement if:

—— the AT&T Board withdraws or modifies, in a manner adverse to Comcast,
its recommendation of the AT&T Comcast transaction; or

—— AT&T willfully and materially breaches its obligations set forth under
"—-— Covenants —-- AT&T Board's Covenant to Recommend and Hold Meeting"
or "-- Covenants —-- No Solicitation."

If the merger agreement is terminated as provided above, the merger
agreement will become void without liability on the part of any party unless
such party has intentionally breached a covenant or other agreement included in
the merger agreement or knowingly breached a representation or warranty included
in the merger agreement. However, the provisions of the merger agreement
described below relating to termination fees and expenses will continue in
effect after any termination of the merger agreement.

TERMINATION FEES

AT&T will pay Comcast a termination fee in the amount of $1.5 billion in
cash if the merger agreement is terminated because:

- the AT&T Board withdraws or modifies, in a manner adverse to
Comcast, its recommendation of the AT&T Comcast transaction; or

— AT&T willfully and materially breaches its obligations set forth
under "-- Covenants —-- AT&T Board's Covenant to Recommend and Hold
Meeting" or "-- Covenants -- No Solicitation."

In addition, AT&T will pay Comcast the termination fee specified above if
the merger agreement is terminated as a result of AT&T shareholders having
failed to approve the AT&T Comcast transaction at the AT&T shareholders meeting,
an Acquisition Proposal was pending at the time of the AT&T shareholders meeting
and, within one year of the AT&T shareholders meeting, AT&T enters into an
agreement relating to an alternative material transaction.

Comcast will pay AT&T a termination fee in the amount of $1.5 billion in
cash if the merger agreement is terminated because the Comcast Board withdraws
or modifies, in a manner adverse to

AT&T, its recommendation of the AT&T Comcast transaction or if Comcast
shareholders fail to approve the AT&T Comcast transaction.

EXPENSES

All costs and expenses incurred in connection with the transaction will be
paid by the party incurring the cost or expense; provided that (1) AT&T will pay
any costs and expenses incurred by AT&T Broadband that are in excess of $120
million (exclusive of any costs and expenses incurred by AT&T Broadband as
described in clauses (2), (3), (4) and (5) of this sentence), (2) AT&T Broadband
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will pay any costs and expenses incurred in connection with any financing
arrangement entered into by AT&T Broadband as described under

"Covenants —-—- Interim Finance Committee," (3) AT&T Broadband will pay any costs
and expenses (to the extent not paid by AT&T Comcast) incurred in connection
with redeeming or refinancing the TOPrS, releasing AT&T from any obligations in
respect of the TOPrS or posting a letter of credit in support of such AT&T
obligations, in each case as described under "-- Covenants -- TOPrS Covenant,"
(4) AT&T Broadband will pay 50% of any costs and expenses in excess of $50
million incurred by AT&T or any of its subsidiaries in connection with obtaining
the Note Consents (through either a one-time cash payment of a consent fee or
through a coupon increase or a combination thereof), and (5) AT&T (and not AT&T
Broadband) and Comcast each will pay 50% of any fees and expenses, other than
attorneys' and accounting fees and expenses, incurred in relation to the
printing, filing and mailing of this document and the registration statement in
which this document is included.

AMENDMENTS AND WAIVERS

Any provision of the merger agreement may be amended or waived prior to the
completion of the mergers if, but only if, such amendment or waiver is in
writing and is signed, in the case of an amendment, by each of the parties to
the merger agreement or, in the case of a waiver, by each of the parties to the
merger agreement against whom the waiver is to be effective. After the adoption
of the merger agreement by the shareholders of Comcast or AT&T, no amendment or
waiver of any provision of the merger agreement may be made or given that
requires the approval of the shareholders of Comcast or AT&T, respectively,
unless such required approval is obtained.

vV-13

THE SEPARATION AND DISTRIBUTION AGREEMENT

The following summary of the separation and distribution agreement is
qualified in its entirety by reference to the complete text of the separation
and distribution agreement, which is incorporated by reference and attached as
Annex B to this document.

THE SEPARATION

Assignment. AT&T will assign and transfer to AT&T Broadband all of AT&T's
and its subsidiaries' right, title and interest in all of the assets of AT&T's
broadband business which are not already held by AT&T Broadband or an AT&T
Broadband subsidiary. The assets comprising AT&T's broadband business are
generally determined in the following manner:

— Assets reflected in the AT&T Broadband Group balance sheet dated as of
December 31, 2000 are assets of AT&T's broadband business, except as
described below.

— Assets reflected in the AT&T Communications balance sheet dated as of
December 31, 2000 are assets of AT&T's communications business, except as
described below.

— Certain assets are specifically assigned to AT&T's broadband business
regardless of whether or not they are reflected in the AT&T Broadband
Group balance sheet dated as of December 31, 2000.

— Certain assets are specifically assigned to AT&T's communications
business regardless of whether or not they are reflected in the AT&T
Communications balance sheet dated as of December 31, 2000.
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— Assets that are not reflected in the AT&T Broadband Group balance sheet
or the AT&T Communications balance sheet, in each case dated as of
December 31, 2000, or specifically assigned to AT&T's broadband business
or AT&T's communications business are assigned to the business to which
they primarily relate.

Assumption. At the same time as the assignment, AT&T Broadband will assume
all of the liabilities of AT&T's broadband business that are not already
liabilities of AT&T Broadband or an AT&T Broadband subsidiary. The liabilities
of AT&T's broadband business are generally determined in the following manner:

— Liabilities reflected in the AT&T Broadband Group balance sheet dated as
of December 31, 2000 are liabilities of AT&T's broadband business, except
as described below.

— Liabilities reflected in the AT&T Communications balance sheet dated as
of December 31, 2000 are liabilities of AT&T's communications business,
except as described below.

— Certain liabilities are specifically assigned to AT&T's broadband
business regardless of whether or not they are reflected in the AT&T
Broadband Group balance sheet dated as of December 31, 2000.

— Certain liabilities are specifically assigned to AT&T's communications
business regardless of whether or not they are reflected in the AT&T
Communications balance sheet dated as of December 31, 2000.

— Certain liabilities such as liabilities arising out of the AT&T Comcast
transaction or involving At Home or AT&T Wireless (to the extent AT&T is
not indemnified by AT&T Wireless for such liabilities) are divided evenly
between AT&T's broadband business and AT&T's communications business
regardless of whether or not they are reflected in the AT&T Broadband
Group balance sheet or the AT&T Communications balance sheet, in each
case dated as of December 31, 2000.

— Liabilities that are not reflected in the AT&T Broadband Group balance
sheet or the AT&T Communications balance sheet, in each case dated as of
December 31, 2000, or specifically assigned to AT&T's broadband business
or AT&T's communications business are assigned to the business to which
they primarily relate.

THE AT&T BROADBAND SPIN-OFF

After the separation, AT&T will spin off AT&T Broadband by distributing to
each holder of record of a share of AT&T common stock, NYSE symbol "T," on the
record date for the AT&T Broadband spin-off, except for those holders that have
purported to exercise appraisal rights under New York Law, one share of AT&T
Broadband common stock for each share of AT&T common stock held. The record date
for the AT&T Broadband spin-off will be the close of business on the date of
completion of the mergers unless otherwise agreed by AT&T and Comcast. No
distribution of AT&T Broadband common stock will be made upon AT&T Consumer
Services Group tracking stock.

Since the AT&T Broadband merger will occur shortly after the AT&T Broadband
spin-off, AT&T shareholders will not be sent stock certificates representing the
shares of AT&T Broadband common stock distributed to them in the AT&T Broadband
spin-off. Instead, AT&T will cause the distribution agent for AT&T Broadband
common stock issued in the AT&T Broadband spin-off to hold AT&T Broadband common
stock in trust for AT&T shareholders as of the record date pending conversion of
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AT&T Broadband common stock into shares of AT&T Comcast common stock pursuant to
the AT&T Broadband merger. After the AT&T Broadband merger, the applicable AT&T
shareholders will be mailed stock certificates representing the shares of AT&T
Comcast common stock into which their shares of AT&T Broadband common stock were
converted, and cash in lieu of fractional shares, as described under "The Merger
Agreement -- Exchange of Shares."

TIMING OF THE SEPARATION AND THE AT&T BROADBAND SPIN-OFF

The separation and the AT&T Broadband spin-off are scheduled to occur on
the closing date for the mergers. See "-- The Merger Agreement —- Timing of
Closing." On the closing date, the separation will occur prior to the AT&T
Broadband spin-off which will occur prior to the mergers. With the consent of
Comcast, which consent will not be unreasonably withheld, AT&T may effect the
separation and the AT&T Broadband spin-off prior to the closing date for the
mergers.

REPAYMENT OF INTRACOMPANY DEBT

AT&T Broadband has agreed to repay at the completion of the AT&T Comcast
transaction any debt that it or any AT&T Broadband subsidiary owes to AT&T or
any AT&T subsidiary (other than AT&T Broadband or any AT&T Broadband
subsidiary) . As described under "-- The Merger Agreement —-- Covenants —-- Interim
Finance Committee," Comcast has agreed to arrange for the financing necessary to
permit AT&T Broadband to repay debt owed by AT&T Broadband and its subsidiaries
to AT&T and its subsidiaries (other than AT&T Broadband and its subsidiaries).
AT&T has also agreed to repay at the completion of the AT&T Comcast transaction
any debt that it or any of its subsidiaries (other than AT&T Broadband or any
AT&T Broadband subsidiary) owes to AT&T Broadband or any AT&T Broadband
subsidiary. As of September 30, 2001, the aggregate amount of indebtedness owed
by AT&T Broadband and its subsidiaries to AT&T and its subsidiaries (other than
AT&T Broadband and its subsidiaries) was $5.39 billion. Absent additional
deleveraging activities, it is expected that this figure will grow to fund
capital expenditures, operations and third party debt maturities and redemptions
through the completion of the AT&T Comcast transaction.

POST-SPIN-OFF TRANSACTIONS

The ability of AT&T and AT&T Broadband to engage in certain acquisitions,
redeem stock, issue equity securities or take any other action or actions that
in the aggregate would be reasonably likely to have the effect of causing or
permitting one or more persons to acquire directly or indirectly stock
representing a 50% or greater interest (within the meaning of Section 355(e) of
the Code) in AT&T or AT&T Broadband or otherwise jeopardize the non-recognition
of taxable gain or loss for U.S. federal income tax purposes to AT&T, AT&T
affiliates and AT&T shareholders in connection with the separation and the AT&T
Broadband spin-off may be limited for a period of 25 months following the AT&T
Broadband spin-off.

DISPOSITION OF TIME WARNER ENTERTAINMENT INTEREST

Upon any disposition of all or any portion of its interest in Time Warner
Entertainment after the signing of the merger agreement, AT&T Broadband has
agreed to pay AT&T 50% of the proceeds received from such disposition in excess
of the threshold amount described in the next sentence reduced by taxes on 50%
of such excess. The threshold amount is equal to the balance (plus 7% simple
interest per annum on the balance) of $10.2 billion reduced by the aggregate
proceeds of any previous dispositions of any portion of the Time Warner
Entertainment interest.
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If the Time Warner Entertainment interest has not been fully disposed of
within 54 months of the completion of the transaction, the remaining Time Warner
Entertainment interest will be appraised at fair market value. To the extent
that the amount of such appraisal exceeds the threshold amount specified above,
AT&T Broadband has agreed to pay AT&T 50% of such excess (on a tax—-adjusted
basis) .

CONDITIONS TO THE COMPLETION OF THE SEPARATION AND THE AT&T BROADBAND SPIN-OFF

The obligations of AT&T to complete the separation and the AT&T Broadband
spin-off are subject to the satisfaction or waiver (to the extent permissible)
of certain conditions, including:

— receipt of all required regulatory approvals other than those the failure
of which to be obtained would not reasonably be expected to have a
Material Adverse Effect with respect to AT&T's broadband business or
AT&T's communications business (as defined under "-- The Merger
Agreement —-- Conditions to the Completion of the Mergers" but with
respect to AT&T's communications business);

— satisfaction of all conditions necessary to permit the AT&T Broadband
spin-off to qualify as a tax-free distribution to AT&T, AT&T Broadband
and the AT&T shareholders and absence of any condition likely to prevent
the AT&T Broadband spin-off from qualifying as a tax—-free distribution to
AT&T, AT&T Broadband and the AT&T shareholders;

- absence of a legal prohibition on the separation or the AT&T Broadband
spin-off;

- approval of the transaction by AT&T shareholders; and

— satisfaction of all of the other conditions to the mergers specified
under "-- The Merger Agreement-Conditions to the Completion of the
Mergers" other than the condition that the separation and the AT&T
Broadband spin-off have been completed and other than the additional
conditions to Comcast's obligations to effect the mergers.

MUTUAL RELEASE; INDEMNIFICATION

Mutual Release of Pre-Closing Claims. AT&T and AT&T Broadband have each
agreed to release the other from any and all claims that it may have against the
other party arising from any acts or events occurring or failing to occur prior
to the completion of the AT&T Broadband spin-off, subject to certain exceptions
specified in the separation and distribution agreement.

Indemnification by AT&T. After completion of the AT&T Broadband spin-off,
AT&T will indemnify AT&T Broadband from any and all liabilities relating to,
arising out of or resulting from any of the following:

- the failure of AT&T or any of its subsidiaries or any other person to pay
any liabilities, or perform under any contracts, of AT&T's communications
business;

- the assets or contracts of AT&T's communications business; and

— any breach of the separation and distribution agreement or any of the
ancillary agreements by AT&T.
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Indemnification by AT&T Broadband. After completion of the transaction,
AT&T Broadband will indemnify AT&T from any and all liabilities relating to,
arising out of or resulting from any of the following:

- the failure of AT&T Broadband or any of its subsidiaries or any other
person to pay any liabilities, or perform under any contracts, of the
AT&T Broadband business;

- the assets or contracts of AT&T's broadband business;

— any breach of the separation and distribution agreement or any of the
ancillary agreements by AT&T Broadband; and

— if neither the QUIPS exchange transaction nor the QUIPS Transfer occurs,
any liabilities relating to, arising out of or resulting from any action
commenced by Microsoft claiming that the transaction violates the terms
of the QUIPS; however, in the event that AT&T is required to repay the
QUIPS as a result of such action, the indemnified liability in respect of
the repayment will be reduced by the amount of the QUIPS fair market
value plus any accrued interest on the QUIPS since the date of

determination of the QUIPS fair market value. See "-- The Merger
Agreement —-- Covenants —-- QUIPS Failure."
Tax Indemnification. Subject to the exceptions described below, AT&T

Broadband will indemnify AT&T against 50% of the taxes and related costs
assessed against AT&T resulting from the disqualification of the separation and
the AT&T Broadband spin-off as tax-free transactions under Section 355 of the
Code.

If such disqualification results from a transaction involving the stock or
assets of AT&T Broadband occurring after the AT&T Broadband spin-off, from AT&T
Broadband's failure to remain actively engaged in a trade or business or from
the failure of any representation made with respect to AT&T Broadband in
connection with certain tax opinions and Internal Revenue Service rulings, then
AT&T Broadband will be required to indemnify AT&T against all such taxes and
related costs.

If such disqualification results from a transaction involving the stock or
assets of AT&T occurring after the AT&T Broadband spin-off, from AT&T's failure
to remain actively engaged in a trade or business or from the failure of any
representation made with respect to AT&T in connection with certain tax opinions
and Internal Revenue Service rulings, then AT&T Broadband is not required to
indemnify AT&T against any such taxes or related costs.

AT&T Broadband will also indemnify AT&T against 50% of the taxes and
related costs resulting from the Liberty Media or AT&T Wireless spin-offs
failing to be tax-free, unless either spin-off becomes taxable as a result of an
action taken by AT&T or AT&T Broadband, in which case the acting party bears
full responsibility for any resulting AT&T liabilities. AT&T Broadband's
obligation described in the preceding sentence is reduced by AT&T Broadband's
share of any indemnification that AT&T receives from Liberty Media or AT&T
Wireless as a result of the relevant spin-off failing to qualify as tax-free.

Other Indemnification. AT&T and AT&T Broadband will indemnify each other
for 50% of any liability resulting from any untrue statement or omission of a
material fact in any registration statement relating to the AT&T Broadband
spin-off or in any other filing made by AT&T or AT&T Broadband with the
Securities and Exchange Commission in connection with the separation, the AT&T
Broadband spin-off, the AT&T Broadband merger or any related agreements.

TERMINATION
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The separation and distribution agreement may be terminated by AT&T if the
merger agreement has terminated.

AMENDMENTS AND WAIVERS

Any provision of the separation and distribution agreement may be amended
or waived prior to the completion of the transaction if, but only if, such
amendment or waiver is in writing and is signed, in the case of an amendment, by
AT&T, AT&T Broadband and Comcast or, in the case of a waiver, by the party to
the separation and distribution agreement against whom the waiver is to be
effective and Comcast.

THE SUPPORT AGREEMENT

In connection with the merger agreement, AT&T, Comcast, AT&T Comcast, Sural
LLC and Brian L. Roberts have entered into a support agreement relating to the
shares of Comcast voting stock held by Sural prior to the completion of the AT&T
Comcast transaction and the shares of AT&T Comcast voting stock that will be
held by Sural after completion of the AT&T Comcast transaction (all of such
shares are referred to in this section as the "Comcast Shares"). As of the date
of this document, Sural held shares of Comcast voting stock representing
approximately 86.7% of Comcast's outstanding voting power. The following summary
of the support agreement is qualified in its entirety by reference to the
complete text of the support agreement, which is incorporated by reference and
attached as an exhibit to the registration statement in which this document is
included.

VOTING AGREEMENT
Sural has agreed to vote the Comcast Shares:

- in favor of adoption of the merger agreement and approval of the
transactions contemplated by the merger agreement;

- against any action or agreement that would reasonably be expected to
result in a breach of any covenant, representation or warranty or any
other obligation or agreement of Comcast under the merger agreement or
that would reasonably be expected to result in any of the conditions to
the obligations of the parties under the merger agreement not being
fulfilled;

— in favor of any other matter relating to the consummation of the
transactions contemplated by the merger agreement with respect to which
Sural may be entitled to vote; and

- against any other matter that would reasonably be expected to prevent,
interfere with or delay consummation of the transactions contemplated by
the merger agreement.

COVENANTS

No Inconsistent Agreements. Sural has agreed that it will not enter into
any voting agreement or grant a proxy or power of attorney or take any other
action with respect to the Comcast Shares which is inconsistent with the terms
of the support agreement. Brian L. Roberts has agreed that he will not enter
into any voting agreement or grant a proxy or power of attorney or take any
other action with respect to any units of membership interests in Sural which is
inconsistent with the terms of the support agreement.
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Dispositions Prior to Completion of the AT&T Comcast Transaction. Sural
has agreed that prior to the completion of the transaction it will not transfer
ownership of any of the Comcast Shares, except to certain permitted transferees
who agree to be bound by the same transfer restrictions.

Dispositions After Completion of the AT&T Comcast Transaction. Sural has
agreed that from and after the completion of the AT&T Comcast transaction until
the tenth anniversary of the completion of the AT&T Comcast transaction it will
not transfer ownership of any of its shares of AT&T Comcast Class B common
stock, except to certain permitted transferees who agree to be bound by the same
transfer restrictions or in a transaction that (1) permits AT&T Comcast's other
shareholders to dispose of all of their shares of AT&T Comcast stock for the
same per share consideration as Sural receives for its shares of AT&T Comcast
Class B common stock (or, if higher, any of its shares of any other class of
AT&T Comcast common stock) and (2) is approved by the disinterested holders of
AT&T Comcast's voting stock. Brian L. Roberts has also agreed that from and
after the completion of the AT&T Comcast transaction until the tenth anniversary
of the completion of the AT&T Comcast transaction he will not transfer ownership
of any of his securities or other equity interests in Sural, except to certain
permitted transferees who agree to be bound by the same transfer restrictions or
in a transaction that (1) permits AT&T Comcast's other shareholders to dispose
of all of their shares of AT&T Comcast stock for the same per share
consideration as the effective per share consideration that Brian L. Roberts
receives (as a result of his ownership interest in Sural) for each of the shares
of AT&T Comcast Class B common stock held
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by Sural (or, if higher, any of the shares of any other class of AT&T Comcast
common stock), and (2) is approved by the disinterested holders of AT&T
Comcast's voting stock. Following the tenth anniversary of the completion of the
AT&T Comcast transaction, subject to applicable law, the holders of the AT&T
Comcast Class B common stock will be permitted to transfer their shares of AT&T
Comcast Class B common stock in a transaction in which they receive a premium
that is disproportionate to the premium (if any) received by the other holders
of AT&T Comcast stock for their shares of AT&T Comcast stock.

Interested Party Transactions. AT&T Comcast has agreed that, except as
described in the next sentence, after the completion of the AT&T Comcast
transaction neither it nor any of its subsidiaries will enter into any material
transaction with Brian L. Roberts or any of his associates or any permitted
transferee unless such transaction is approved by AT&T Comcast's disinterested
directors. Compensation arrangements between Brian L. Roberts or any of his
associates on the one hand and AT&T Comcast or any of its subsidiaries on the
other hand will require the approval of the disinterested directors of the
compensation committee of the AT&T Comcast Board.

Additional Voting Agreements. Sural has agreed that from and after the
completion of the AT&T Comcast transaction until the 2005 annual meeting of AT&T
Comcast shareholders, it will vote its shares of AT&T Comcast Class B common
stock against any proposed amendment to the governance arrangements set forth in
the AT&T Comcast charter. See "Description of Governance Arrangements Following
the AT&T Comcast Transaction."

Sural has further agreed that if Brian L. Roberts dies or becomes incapable
of performing his duties prior to the fifth anniversary of the completion of the
AT&T Comcast transaction, then, unless Ralph J. Roberts has sole voting power in
respect of the election of directors with respect to all outstanding shares of
AT&T Comcast Class B common stock, from the date of Brian L. Roberts's death or
inability to perform his duties until the fifth anniversary of the completion of
the AT&T Comcast transaction, Sural will vote its shares of AT&T Comcast Class B
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common stock in any election of AT&T Comcast directors in the same proportion as
the holders of shares of AT&T Comcast common stock (other than AT&T Comcast
Class B common stock and any other voting shares of AT&T Comcast owned by Brian
L. Roberts or Sural or any permitted transferee) vote in such election of
directors. Each permitted transferee of any of such securities will also be
required to agree, as a condition to such transfer, to the same voting
obligations.

ENFORCEMENT

The support agreement provides that any determination with respect to
Sural's, Brian L. Roberts's or AT&T Comcast's compliance with the support
agreement or otherwise with respect to the items described in "-- Covenants," in
each case after the completion of the AT&T Comcast transaction, including any
determination as to the enforcement action to be taken by AT&T Comcast in
connection with such determination, will be made for AT&T Comcast by the
disinterested, independent persons on the AT&T Comcast Board; provided that any
Comcast director designee (including any replacement Comcast director designee)
or any director who was a Comcast director designee or any spouse, parent,
sibling, lineal descendant, aunt, uncle, cousin, other close relative of Brian
L. Roberts or their respective spouses will not be considered a disinterested,
independent person.

AMENDMENTS

Any provision of the support agreement may be amended if such amendment is
in writing and is signed by each of the parties to the support agreement.
However, no amendment of any provision described under "-- Covenants" or
"-— Enforcement" will be effective without the approval of:

— a majority of the disinterested, independent persons on the AT&T Comcast
Board; provided that any Comcast director designee (including any
replacement Comcast director designee) or any director who was a Comcast
director designee or any spouse, parent, sibling, lineal descendant,
aunt, uncle, cousin, other close relative of Brian L. Roberts or their
respective spouses will not be considered disinterested, independent
persons; and

— holders of a majority of the votes cast by the holders of all of the
classes of AT&T Comcast capital stock entitled to vote (other than the
AT&T Comcast Class B common stock and any other voting shares of AT&T
Comcast owned by Brian L. Roberts, Sural or any permitted transferee).

TERMINATION

The support agreement terminates on the earlier to occur of (1) one day
after the tenth anniversary of the completion of the transaction and (2) any
termination of the merger agreement.

THE EXCHANGE AGREEMENT

In connection with the AT&T Comcast transaction, Comcast and Microsoft
entered into an exchange agreement dated December 7, 2001. On December 19, 2001,
following execution of the merger agreement, AT&T and AT&T Comcast each became a
party to the exchange agreement. The following summary of the exchange agreement
is qualified in its entirety by reference to the complete text of the exchange
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agreement, which is incorporated by reference and attached as an exhibit to the
registration statement in which this document is included.

QUIPS EXCHANGE

QUIPS. Microsoft (through a wholly owned subsidiary) holds $5 billion in
aggregate liquidation preference amount of 5% Convertible Quarterly Income
Preferred Securities (referred to in this document by their acronym "QUIPS") of
AT&T Finance Trust I, a Delaware business trust. The QUIPS are convertible into
$5 billion aggregate face amount of 5% Junior Convertible Subordinated
Debentures due 2029 of AT&T, which are in turn convertible into AT&T common
stock.

The Exchange. 1In connection with the AT&T Broadband spin-off, Microsoft
has agreed to exchange the QUIPS for a number of shares of AT&T Broadband common
stock that will be converted in the AT&T Broadband merger into 115 million
shares of AT&T Comcast Class A common stock under the Preferred Structure (or
AT&T Comcast Class C common stock under the Alternative Structure). This
transaction is referred to in this document as the "QUIPS exchange transaction."

INTERNET ACCESS

Until the fifth anniversary of the QUIPS exchange transaction, subject to
the completion of the QUIPS exchange transaction, AT&T Comcast has agreed that
if AT&T Comcast offers a high-speed Internet access agreement to any third
party, then it will be obligated to offer an agreement on nondiscriminatory
terms with respect to the same cable systems to Microsoft for its Internet
service provider, The Microsoft Network.

COVENANTS

Each of Comcast, Microsoft, AT&T and AT&T Comcast has undertaken certain
covenants in the exchange agreement. The following summarizes the more
significant of these covenants.

Merger Documentation. Comcast has agreed that, without the prior written
consent of Microsoft (which consent will not be unreasonably withheld), Comcast
will not agree to any amendment or waiver of any provision of any of the AT&T
Comcast transaction agreements that would reasonably be expected to (1) conflict
with any provision of the exchange agreement, the agreements relating to the
set-top box commitment described below or any access agreement entered into
between Microsoft and AT&T Comcast pursuant to the most favored nation provision
described above or (2) be materially adverse to Microsoft's rights under the
exchange agreement or the benefits that Microsoft reasonably expects to realize
from the exchange agreement, in the case of (2), to the extent that any such
amendment or waiver would have an effect on Microsoft that is materially
disproportionate to the effect it would have on other AT&T Broadband or AT&T
Comcast shareholders.

Lockup. Prior to six months after completion of the QUIPS exchange
transaction, subject to certain exceptions, Microsoft has agreed that it will
not sell, or enter into any agreement, arrangement or negotiations relating to
the sale of, any of the shares of AT&T Comcast common stock that it receives in
connection with the QUIPS exchange transaction.

Indemnity. Comcast has agreed to indemnify Microsoft against any claim by
Comcast, AT&T or any shareholder of Comcast, AT&T or AT&T Comcast for any loss
arising as a result of the AT&T Broadband spin-off or the mergers failing to be
tax—free, except to the extent such a failure results directly from a breach by
Microsoft of its covenant described under "-- Lockup" or of the failure of a
related representation and warranty made by Microsoft in the exchange agreement.
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CONDITIONS TO THE COMPLETION OF THE QUIPS EXCHANGE

Conditions to the Obligations of Microsoft. The obligations of Microsoft
to complete the QUIPS exchange transaction are subject to the satisfaction or

waiver

(to the extent permissible) of the following conditions:

absence of a material legal prohibition on the QUIPS exchange transaction

or the mergers;

except as provided in the next bullet point, satisfaction or waiver of
all conditions to the mergers and the reasonable satisfaction of
Microsoft that the mergers will occur immediately following the QUIPS
exchange transaction;

satisfaction (but not waiver) of the condition to the mergers that there
has been no Material Adverse Effect with respect to AT&T's broadband
business;

material accuracy of the representations and warranties of Comcast, AT&T
and AT&T Comcast contained in the exchange agreement or made pursuant to
the exchange agreement;

performance by Comcast, AT&T and AT&T Comcast of all of their respective
obligations under the exchange agreement;

approval for the listing on The Nasdag Stock Market of the shares of AT&T
Comcast common stock to be issued in the mergers (other than the shares
of AT&T Comcast Class B common stock);

delivery by AT&T and Comcast of opinions of counsel relating to various
corporate matters; and

after completion of the AT&T Broadband spin-off, AT&T Broadband holds
substantially all of the assets and liabilities of AT&T's broadband
business.

Conditions to the Obligations of Comcast and AT&T. The obligations of
Comcast and AT&T to complete the QUIPS exchange transaction are subject to the
satisfaction or waiver (to the extent permissible) of the following conditions:

satisfaction or waiver of all conditions to the mergers and the
reasonable satisfaction of Comcast that the mergers will occur;

material accuracy of the representations and warranties of Microsoft
contained in the exchange agreement;

performance by Microsoft of all of its obligations under the exchange
agreement; and

delivery by Microsoft of an opinion of counsel relating to various
corporate matters.

TERMINATION

The exchange agreement may be terminated by either Comcast or Microsoft in

any of

the following circumstances:

the merger agreement has been terminated;
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- any law or regulation makes completion of the QUIPS exchange transaction
illegal or a permanent injunction prohibiting completion of the QUIPS
exchange transaction is entered; or

— the mergers have not been completed by March 1, 2003.
INTERACTIVE TECHNOLOGY AGREEMENT

In connection with the exchange agreement, Microsoft and Comcast Cable
Communications, Inc. have entered into a three-year agreement pursuant to which
the parties will conduct a trial during 2002 of an interactive television
platform, including set-top box middleware. If the trial results meet agreed
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technical standards, the platform meets defined competitive requirements and a

launch would meet Comcast Cable's reasonable business objectives, Comcast Cable
has agreed that it will commercially launch the Microsoft platform to at least

25% of its newly installed middleware customer base.

THE TAX SHARING AGREEMENT

The following summary of the tax sharing agreement is qualified in its
entirety by reference to the complete text of the tax sharing agreement, which
is incorporated by reference into this document and attached as an exhibit to
the registration statement in which this document is included.

IN GENERAL

AT&T Broadband is currently included in AT&T's federal consolidated income
tax group and AT&T Broadband's tax liability will be included in the
consolidated federal income tax liability of AT&T for 2002 until the time of the
AT&T Broadband spin-off. The tax sharing agreement provides for tax sharing
payments between AT&T Broadband and AT&T for periods prior to the AT&T Broadband
spin-off, based on the taxes or tax benefits of hypothetical affiliated groups
consisting of the businesses, assets and liabilities that make up AT&T
Broadband, on the one hand, and all other businesses, assets and liabilities of
AT&T, on the other hand. Each group is generally responsible for the taxes
attributable to its lines of business and entities comprising its group.

AT&T and AT&T Broadband have agreed that the consolidated tax liability
(before credits) of the hypothetical group will be allocated to each group based
on such group's contribution to consolidated taxable income. This allocation
will take into account losses, deductions and other tax attributes that are
utilized by the hypothetical group even if these attributes could not be
utilized on a stand-alone basis. Tax sharing payments in respect of the
consolidated tax liability of the hypothetical group, after allocation of
consolidated tax credits, will be made between AT&T and AT&T Broadband
consistent with the allocations under the tax sharing agreement. As between AT&T
and AT&T Broadband, certain tax items are specially allocated to the AT&T group
and AT&T Broadband group under the tax sharing agreement.

AT&T BROADBAND SPIN-OFF

AT&T and AT&T Broadband have agreed that taxes related to intercompany
transactions that are triggered by the AT&T Broadband spin-off will be generally
allocated to AT&T Broadband.

NON-INCOME TAX LIABILITIES

AT&T and AT&T Broadband have agreed that joint non-income tax liabilities
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will generally be allocated between AT&T and AT&T Broadband based on the amount
of such taxes attributable to each group's line of business. If the line of
business with respect to which the liability is appropriately associated cannot
be readily determined, the tax liability will be allocated to the AT&T group.

AUDIT ADJUSTMENTS

AT&T and AT&T Broadband have agreed that taxes resulting from audit
adjustments will generally be allocated between the two groups based on line of
business. In general, AT&T controls audits and administrative matters related to
pre-spin-off periods.

POST-SPIN-OFF TAX ATTRIBUTES

Generally, AT&T Broadband may not carry back a loss, credit or other tax
attribute from a post-spin-off period to a pre-spin-off period, unless AT&T
Broadband obtains AT&T's consent (which, in the case of significant net
operating or capital loss carrybacks, may not be unreasonably withheld) and then
only to the extent permitted by applicable law.
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AMENDMENTS AND WAIVERS

Any provision of the tax sharing agreement may be amended or waived prior
to the completion of the transaction if, but only if, such amendment or waiver
is in writing and is signed, in the case of an amendment, by AT&T, AT&T
Broadband and Comcast or, in the case of a waiver, by the party to the tax
sharing agreement against whom the waiver is to be effective and Comcast.

THE ANCILLARY AGREEMENTS

In addition to the other agreements described in this section, AT&T and
AT&T Broadband have entered into various other commercial agreements in
connection with the transaction. A brief summary of these agreements follows:

NETWORK SERVICE AGREEMENTS.

AT&T and AT&T Broadband have entered into four principal network service
agreements as follows.

— Master Carrier Agreement. This agreement reflects the rates, terms and
conditions on which AT&T's business services group will provide voice,
data and Internet services to AT&T Broadband, including both wholesale
services (those used as a component in AT&T Broadband's services to its
customers) and "administrative" services (for internal AT&T Broadband
usage) . Pricing is market based, with provisions defining an ongoing
process to ensure that the prices remain competitive.

- First Amended and Restated Local Network Connectivity Services
Agreement. This agreement reflects the rates, terms and conditions on
which AT&T's business services group will provide certain local network
connectivity services to AT&T Broadband for use in providing local
telephone services to AT&T Broadband's subscribers. This agreement
consists of two parts:

—-— a capital lease from AT&T's business services group to AT&T Broadband
of certain network switching and transport assets to be used
exclusively by AT&T Broadband for a term of up to ten years (commencing
January 1, 2001 for initial assets leased under the agreement); and
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—-— an operating agreement for the provision of local network connectivity,
management and operational services in support of AT&T Broadband's
local cable telephone services, with a minimum term of five years
commencing January 1, 2001.

- Master Facilities Agreement. This agreement permits AT&T or any of its
subsidiaries to use existing fiber facilities owned or leased by AT&T
Broadband or its controlled affiliates, together with related services.
In addition, AT&T Broadband will construct and lease to AT&T new fiber
facilities in the areas served by AT&T Broadband's cable systems for use
in providing telecommunications services. The term of the build-out
period will expire on January 8, 2012. Subject to certain termination
rights specified in this agreement, the term of AT&T's right to use
facilities leased under this agreement will expire on January 8, 2028,
renewable at AT&T's option for successive 20-year terms in perpetuity.

— Interconnection and Intercarrier Compensation Term Sheet. This
agreement, which has a five-year initial term commencing January 1, 2001,
specifies the terms of interconnection of the parties' networks, and
compensation for:

—— the origination or termination of interexchange traffic for the other
party; and

—— the exchange of local traffic between the parties' local customers.

High Speed Internet Services Binding Term Sheet. This agreement reflects
the rates, terms and conditions on which AT&T will provide specified processes,
procedures and services to support AT&T
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Broadband in its provision of broadband Internet services to AT&T Broadband
subscribers. This agreement has a four-year initial term commencing December 4,
2001.

Intellectual Property Agreement. This agreement specifies the ownership
and license rights granted by each party to the other in specified patents,
software, copyrights and trade secrets. Among other rights granted, the effect
of this agreement is to allow AT&T Broadband and AT&T to continue to have the
same rights to use the intellectual property that they had at the time of the
separation and AT&T Broadband spin-off.

Other Agreements to be Executed. AT&T and AT&T Comcast will enter into a
corporate name agreement immediately prior to the completion of the transaction
pursuant to which AT&T will grant to AT&T Comcast the right to use the term
"AT&T" as part of its full corporate name, but prohibit any use of "AT&T" as a
trade name, trademark, or service mark, or in a domain name other than specified
domain names permitted for certain purposes. Such grant of rights will be
perpetual unless terminated as a result of the Roberts family's voting power
falling below 33% or pursuant to any other terms of the agreement.

Subject to the terms of the separation and distribution agreement, prior to
the completion of the transaction, AT&T and AT&T Broadband may also enter into
other agreements in connection with the transaction.
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CHAPTER SIX
AT&T CORP. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
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CONDITION AND RESULTS OF OPERATIONS

The AT&T Corp. Management's Discussion and Analysis of Financial Condition
and Results of Operations set forth below was included in AT&T's Annual Report
on Form 10-K/A for the year ended December 31, 2000, and AT&T's Current Report
on Form 8-K filed on September 24, 2001 restating the company's financial
results to reflect AT&T Wireless as a discontinued operation and Quarterly
Report on Form 10-Q for the nine months ended September 30, 2001. The AT&T
groups referred to in this joint proxy statement/prospectus differ in various
financial and other respects from the segments described in this section. For
financial and other information on the AT&T groups, see the information set
forth elsewhere in this joint proxy statement/prospectus.

OVERVIEW

AT&T Corp. (AT&T) is among the world's communications leaders, providing
voice, data, video and broadband telecommunications services to large and small
businesses, consumers and government agencies. AT&T provides domestic and
international long distance; regional and local communications services; cable
television and Internet communications services. AT&T also provides directory
and calling-card services to support its communications business.

MERGER WITH MEDIAONE GROUP, INC.

AT&T completed the merger with MediaOne Group, Inc. (MediaOne) on June 15,
2000, in a cash and stock transaction valued at approximately $45 billion. AT&T
issued approximately 603 million shares, of which 60 million were treasury
shares, and made cash payments of approximately $24 billion.

The merger was recorded under the purchase method of accounting, and
accordingly, the results of MediaOne have been included with the financial
results of AT&T, within its Broadband segment, since the date of acquisition.
Periods prior to the merger were not restated to include the results of
MediaOne.

TRACKING STOCKS

On April 27, 2000, AT&T issued a new class of stock to track the
performance of AT&T Wireless Group. AT&T sold 360 million shares of AT&T
Wireless Group tracking shares at a price of $29.50 per share. The 360 million
shares tracked approximately 16% of the financial performance of AT&T Wireless
Group.

In addition, in connection with the 1999 acquisition of

Tele-Communications, Inc. (TCI), renamed AT&T Broadband (Broadband), AT&T issued

a separate tracking stock to reflect the financial performance of Liberty Media
Group (LMG), TCI's former programming and technology investment businesses. The
outstanding Liberty Media Group tracking stock tracks 100% of the financial
performance of LMG.

AT&T Wireless and Liberty Media Group were split off on July 9, 2001 and
August 10, 2001, respectively.

The remaining results of operations of AT&T, including the financial
performance of AT&T Wireless Group not represented by the tracking stock, are
referred to as the AT&T Common Stock Group and are represented by AT&T common
stock. The results of AT&T Wireless Group, both the financial performance
reflected in the AWE tracking stock and the financial performance reflected in

AT&T common stock, are reported as income (loss) from discontinued operations in

AT&T's Consolidated Statements of Income.

A tracking stock is designed to provide financial returns to its holders

148



Edgar Filing: COMCAST CORP - Form PREM14A

based on the financial performance and economic value of the assets it tracks.
Ownership of shares of AT&T common stock, AT&T Wireless Group tracking stock or
Liberty Media Class A or B tracking stock did not represent a
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direct legal interest in the assets and liabilities of any of the groups, but an
ownership of AT&T in total. The specific shares represented an interest in the
economic performance of the net assets of each of the groups. AT&T Wireless and
Liberty Media Group were split off on July 9, 2001 and August 10, 2001,
respectively.

The earnings attributable to AT&T Wireless Group are excluded from the
earnings available to AT&T Common Stock Group and are reflected as earnings from
discontinued operations of AT&T Wireless group. Similarly, the earnings and
losses related to LMG are excluded from the earnings available to AT&T Common
Stock Group.

AT&T did not have a controlling financial interest in LMG for financial
accounting purposes; therefore, AT&T's ownership in LMG is reflected as an
investment accounted for under the equity method in AT&T's consolidated
financial statements. The amounts attributable to LMG are reflected in the
accompanying consolidated financial statements as "Equity earnings (losses) from
Liberty Media Group" and "Investment in Liberty Media Group and related
receivables, net."

AT&T Wireless Group was an integrated business of AT&T and Liberty Media
Group was a combination of certain assets and businesses of AT&T, neither of
which was a stand-alone entity. As AT&T Wireless Group and Liberty Media Group
were tracking stocks of AT&T, separate financial statements are not required to
be filed. The tracking stocks were governed by a common board of directors, the
AT&T board of directors could make operational and financial decisions or
implement policies that affect disproportionately the businesses of any group.
For example, AT&T's board of directors may decide to transfer funds or to
reallocate assets, liabilities, revenue, expenses and cash flows among groups,
without the consent of shareholders. All actions by the board of directors are
subject to the board members' fiduciary duties to all shareholders of AT&T as a
group and not Jjust to holders of a particular class of tracking stock and to
AT&T's charter, policy statements, by-laws and inter-company agreements.

AT&T's board of directors may change or supplement the policies set forth
in the tracking stock policy statements and AT&T's by-laws in the sole
discretion of AT&T's board of directors, subject to the provisions of any
inter—-group agreement but without approval of AT&T's shareholders. In addition,
the fact that AT&T has separate classes of common stock could give rise to
occasions when the interests of the holders of AT&T common stock, AT&T Wireless
Group common stock and Liberty Media Group tracking stock diverge, conflict or
appear to diverge or conflict. AT&T's board of directors would make any change
or addition to the policies set forth in the tracking stock policy statements or
AT&T's by-laws, and would respond to any actual or apparent divergence of
interest among AT&T's groups, in a manner consistent with its fiduciary duties
to AT&T and all of its shareholders after giving consideration to the
potentially divergent interests and all other relevant interests of the holders
of the separate classes of AT&T's shares.

You should consider that as a result of the flexibility provided to AT&T's
board of directors, it may be difficult for investors to assess the future

prospects of a tracking stock group based on that group's past performance.

RESTRUCTURING OF AT&T
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On October 25, 2000, AT&T announced a restructuring plan designed to fully
separate or issue separately tracked stocks intended to reflect the financial
performance and economic value of each of AT&T's four major operating units.

On December 19, 2001, AT&T and Comcast Corporation announced an agreement
to combine AT&T Broadband with Comcast in a transaction valuing AT&T Broadband.
Under the terms of the agreement, AT&T will spin-off AT&T Broadband and
simultaneously merge it with Comcast, forming a new company to be called AT&T
Comcast Corporation. AT&T shareholders will receive a number of shares of AT&T
Comcast common stock calculated pursuant to a formula specified in the merger
agreement. If determined as of the date of the merger agreement, the exchange
ratio would have been approximately .34, assuming the AT&T shares held by
Comcast are included in the number of shares of
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AT&T common stock outstanding. Assuming Comcast retains its AT&T shares and
converts them into exchangeable preferred stock of AT&T as contemplated by the
merger agreement, the exchange ratio would be approximately 0.35 as of the date
of the execution of the merger agreement. AT&T shareowners will own a 56%
economic stake and have a 66% voting interest in the new company, calculated as
of the date of the merger agreement. The merger remains subject to regulatory
review, shareholder approval by both companies and certain other conditions and
is expected to close by the end of 2002. AT&T also reaffirmed its commitment to
create a tracking stock designed to reflect the economic value and financial
performance of its AT&T Consumer business. The tracking stock is expected to be
distributed to AT&T shareholders following shareholder approval in 2002.

AT&T's restructuring plan is complicated and involves a substantial number
of steps and transactions, including obtaining various conditions, such as
Internal Revenue Service rulings. AT&T expects that the transactions associated
with AT&T's restructuring plan will be tax—free to U.S. shareowners. Future
financial conditions, superior alternatives or other factors may arise or occur
that make it inadvisable to proceed with part or all of AT&T's restructuring
plans. Any or all of the elements of AT&T's restructuring plan may not occur as
AT&T currently expects or in the time frames that AT&T currently contemplates,
or at all. Alternative forms of restructuring, including sales of interests in
these businesses, would reduce what is available for distribution to shareowners
in the restructuring.

On May 25, 2001, AT&T completed an exchange offer of AT&T common stock for
AT&T Wireless stock. Under the terms of the exchange offer, AT&T issued 1.176
shares of AT&T Wireless Group tracking stock in exchange for each share of AT&T
common stock validly tendered. A total of 372.2 million shares of AT&T common
stock were tendered in exchange for 437.7 million shares of AT&T Wireless Group
tracking stock.

On July 9, 2001, AT&T completed the split-off of AT&T Wireless as a
separate, independently traded company. All AT&T Wireless tracking stock was
converted into AT&T Wireless common stock on a one-for-one basis and 1,136
million shares of AT&T Wireless common stock, held by AT&T, were distributed to
AT&T common shareowners on a basis of 0.3218 of a share of AT&T Wireless for
each AT&T share outstanding. AT&T common shareowners received whole shares of
AT&T Wireless and cash payments for fractional shares. The Internal Revenue
Service (IRS) ruled that the transaction qualified as tax-free for AT&T and its
shareowners for U.S. federal income tax purposes, with the exception of cash
received for fractional shares. For accounting purposes, the deemed effective
split-off date is June 30, 2001. AT&T retained approximately $3 billion, or
7.3%, of AT&T Wireless common stock, about half of which was used in a
debt-for-equity exchange in July and approximately $1.3 billion was monetized in
the fourth quarter of 2001. The split-off of AT&T Wireless resulted in a noncash
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tax-free gain of $13,503 million, which represents the difference between the
fair value of the Wireless tracking stock at the date of the split-off and
AT&T's book value in AT&T Wireless Services. This gain was recorded in the third
quarter of 2001 as a "Gain on disposition of discontinued operations."

On August 10, 2001, AT&T completed the split-off of Liberty Media
Corporation as an independent, publicly-traded company. AT&T redeemed each
outstanding share of Class A and Class B Liberty Media Group (LMG) tracking
stock for one share of Liberty Media Corporation's Series A and Series B common
stock, respectively. In the redemption, shares of Liberty Media Corporation were
issued to former holders of Liberty Media Group tracking stock in exchange for
their shares of Liberty Media Group tracking stock. The IRS ruled that the
split-off of Liberty Media Corporation qualified as a tax—free transaction for
AT&T, Liberty Media and their shareowners. For accounting purposes, the deemed
effective split-off date is July 31, 2001.

FORWARD-LOOKING STATEMENTS

This document may contain forward-looking statements with respect to AT&T's
restructuring plan, financial condition, results of operations, cash flows,
dividends, financing plans, business strategies, operating efficiencies or
synergies, budgets, capital and other expenditures, network build out and
upgrade, competitive positions, availability of capital, growth opportunities
for existing products, benefits from new

VI-3

technologies, availability and deployment of new technologies, plans and
objectives of management, and other matters.

These forward-looking statements, including, without limitation, those
relating to the future business prospects, revenue, working capital, liquidity,
capital needs, network build out, interest costs and income, are necessarily
estimates reflecting the best judgment of senior management and involve a number
of risks and uncertainties that could cause actual results to differ materially
from those suggested by the forward-looking statements. These forward-looking
statements should, therefore, be considered in light of various important
factors that could cause actual results to differ materially from estimates or
projections contained in the forward-looking statements including, without
limitation:

— the risks associated with the implementation of AT&T's restructuring plan
and the AT&T Comcast transaction, which are complicated and involve a
substantial number of different transactions each with separate
conditions, any or all of which may not occur as AT&T currently intends,
or which may not occur in the timeframe AT&T currently expects,

— the risks associated with each of AT&T's main business units, operating
as independent entities as opposed to as part of an integrated
telecommunications provider following completion of AT&T's restructuring
plan, including the inability of these groups to rely on the financial
and operational resources of the combined company and these groups having
to provide services that were previously provided by a different part of
the combined company,

— the impact of existing and new competitors in the markets in which these
groups compete, including competitors that may offer less expensive
products and services, desirable or innovative products, technological
substitutes, or have extensive resources or better financing,

- the impact of oversupply of capacity resulting from excessive deployment
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- the ongoing global and domestic trend towards consolidation in the
telecommunications industry, which may have the effect of making the
competitors of these entities larger and better financed and afford these
competitors with extensive resources and greater geographic reach,
allowing them to compete more effectively,

— the effects of vigorous competition in the markets in which the company
operates, which may decrease prices charged, increase churn and change
customer mix, profitability and average revenue per user,

- the ability to enter into agreements to provide, and the cost of entering
new markets necessary to provide, services,

— the ability to establish a significant market presence in new geographic
and service markets,

— the availability and cost of capital and the consequences of increased
leverage,

— the successful execution of plans to dispose of non-strategic assets as
part of an overall corporate deleveraging plan,

— the impact of any unusual items resulting from ongoing evaluations of the
business strategies of the company,

- the requirements imposed on the company or latitude allowed to
competitors by the Federal Communications Commission (FCC) or state
regulatory commissions under the Telecommunications Act of 1996 or other
applicable laws and regulations,

— the risks associated with technological requirements, technology
substitution and changes and other technological developments,

— the results of litigation filed or to be filed against the company,
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— the possibility of one or more of the markets in which the company
competes being impacted by changes in political, economic or other
factors, such as monetary policy, legal and regulatory changes or other
external factors over which these groups have no control, and

— the risks related to AT&T's joint ventures.

The words "estimate," "project," "intend," "expect," "believe," "plan" and
similar expressions are intended to identify forward-looking statements. Readers
are cautioned not to place undue reliance on these forward-looking statements,
which speak only as of the date of this document. Moreover, in the future, AT&T,
through its senior management, may make forward-looking statements about the
matters described in this document or other matters concerning AT&T.

The discussion and analysis that follows provides information management
believes is relevant to an assessment and understanding of AT&T's consolidated
results of operations and financial condition.

CONSOLIDATED RESULTS OF OPERATIONS

The comparison of third quarter and year-to-date 2001 results with the
corresponding periods in 2000 was impacted by events, such as acquisitions and
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dispositions, that occurred during these two years. For example, on June 15,
2000, AT&T acquired MediaOne, which was included in AT&T's year-to-date 2001
results, but was only included in AT&T's prior year results since the date of
acquisition.

Year-over-year comparison was also impacted by the consolidation of At Home
Corporation (Excite@Home) beginning September 1, 2000, due to
corporate—governance changes, which gave AT&T a controlling interest. On
September 30, 2001, AT&T had an approximate 23% economic interest and 74% voting
interest in Excite@Home. The consolidation of Excite@Home resulted in the
inclusion of 100% of its results in each line item of AT&T's Consolidated
Statement of Operations for the three and nine months ended September 30, 2001
and for the one month ended September 30, 2000. Losses attributable to the other
shareholders of Excite@Home were reflected within "Minority Interest Income
(Expense)" in the Consolidated Statement of Operations and "Minority Interest"
in the Consolidated Balance Sheet. As a result of the significant losses
incurred by Excite@Home, the minority interest balance was fully utilized,
therefore, in the third quarter of 2001 AT&T recognized more than its 23% of the
losses of Excite@Home. On September 28, 2001, Excite@Home filed for Chapter 11
bankruptcy protection. As a result, AT&T no longer consolidated Excite@Home's
results in AT&T's Consolidated Balance Sheet as of September 30, 2001.

Effective July 1, 2000, the Federal Communication Commission (FCC)
eliminated Primary Interexchange Carrier Charges (PICC or per-line charges) that
AT&T pays for residential and single-line businesses. The elimination of these
per—-line charges resulted in lower access expense as well as lower revenue,
since AT&T has historically billed its customers for these charges.

The comparison of 2000 results with 1999 was also impacted by events, such
as acquisitions and dispositions that occurred during these two years. In 2000
AT&T acquired MediaOne, which was included in AT&T's 2000 results for part of
the year, but was not in 1999 results. In 1999, AT&T acquired TCI and the IBM
Global Network (now AT&T Global Network Services, or AGNS). These businesses
were included in 2000 results for a full year, but only a part of 1999 (since
their respective dates of acquisition). Further, AT&T disposed of certain
international businesses during 1999 and 2000. The results of businesses sold in
1999 were included in 1999 results for part of the year, and were not in 2000
results. Likewise, businesses sold in 2000 were included in 1999 results for the
full year and in 2000 results for part of the year.

On January 5, 2000, AT&T launched Concert, its global Jjoint venture with
British Telecommunications plc (BT). AT&T contributed all of its international
gateway-to-gateway assets and the economic value of approximately 270
multinational customers specifically targeted for direct sales by Concert. As a
result, 2000 results do not include the revenue and expenses associated with
these customers and businesses, while 1999 does, and 2000 results include AT&T's
proportionate share of Concert's earnings in "Net losses from other equity
investments."
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The comparison of 2000 results with 1999 was also impacted by the
elimination of Primary Interexchange Carrier Charges (PICC or per-line charges)
that AT&T pays for residential and single-line business customers.

The comparison of 1999 results with 1998 was also impacted by the 1999
acquisitions of TCI and AGNS, since 1999 results include these businesses for
part of the year, while 1998 does not include them. This comparison is also
impacted by the 1999 dispositions of international businesses, which were
included in 1999 results for part of the year, but were in 1998 results for the
full year.

153



Edgar Filing: COMCAST CORP - Form PREM14A

THREE AND NINE MONTHS ENDED SEPTEMBER 30,
MONTHS ENDED SEPTEMBER 30, 2000

REVENUE

2001 COMPARED WITH THREE AND NINE

FOR THE THREE MONTHS
ENDED SEPTEMBER 30,

FOR THE NINE MON
ENDED SEPTEMBER

2001 2000 2001 200

(DOLLARS IN MILLIONS)
AT & T BUSINESS . ittt ittt et ettt eeeeeeeeeeenenneeeseeeenns $ 6,885 $ 7,222 $21,147 $21,7
ATET CONSUMET + « v v v e e e e et e eaeee e e aeeeeeeseeaeeeeeesens 3,822 4,651 11,614 14,6
AT&T Broadband. ... ...ttt ittt ettt tieaeaeenann 2,393 2,420 7,423 5,6
Corporate and Other. ... ...ttt ittt i ettt eaannn (13) (117) (220) (4
TOLAl TOVENUE . v v vt ittt et e e e e e eeeeeeeeeeeeeneaeeeeeennns $13,087 $14,176 $39,964 $41, 6

Total revenue for the three months ended September 30, 2001 decreased 7.7%,
or $1.1 billion, compared with the corresponding prior year period. The decline
was primarily driven by lower revenue resulting from accelerating declines in
long distance voice revenue of approximately $1.5 billion and decreased revenue
of approximately $0.3 billion primarily due to the impact of net dispositions
and the consolidation of Excite@Home. Partially offsetting the decrease was
increased revenue primarily from telephony and high speed data at AT&T Broadband
and increased revenue primarily from data and Internet protocol (IP)
within AT&T Business.

services

Total revenue for the nine months ended September 30, 2001 decreased 4.0%,
or $1.7 billion, compared with the corresponding prior year period. The decline
was largely driven by accelerating declines in long distance voice revenue of
approximately $4.4 billion. Partially offsetting the decline was growth
primarily from data and Internet protocol (IP) within AT&T Business and
increased revenue primarily from telephony and high speed data at AT&T
Broadband. Also offsetting the decline was revenue of approximately $0.9 billion
largely due to net acquisitions, primarily MediaOne, the consolidation of
Excite@Home and the elimination of PICC.

AT&T expects long distance revenue to continue to be negatively impacted by
ongoing competition and product substitution.

Revenue by segment is discussed in more detail in the segment results
section.

OPERATING EXPENSES

FOR THE THREE MONTHS
ENDED SEPTEMBER 30,

FOR THE NINE MONT
ENDED SEPTEMBER 3

2001 2000 2001 200
(DOLLARS IN MILLIONS)
Costs of services and pProduCtS. ...ttt eneeeeeens $3,476 $3,282 $10,458 $9,2
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Costs of services and products increased $0.2 billion, or 5.9%, in the
third quarter of 2001 compared with the third quarter of 2000. Approximately
$0.4 billion of the increase was due to higher costs associated with AT&T's
growth businesses, primarily data/IP, local voice services and broadband
services, and a higher pension credit in 2000, primarily driven by a higher
pension trust asset base resulting from increased investment returns. Partially
offsetting the increase was $0.2 billion of lower costs associated with
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lower revenue, primarily long distance voice and $0.1 billion due to the net
impact of net dispositions and the consolidation of Excite@Home.

Costs of services and products increased $1.2 billion, or 13.1%, for the
nine months ended September 30, 2001 compared with the same period in 2000.
Approximately $0.9 billion of the increase was driven by the net acquisitions,
primarily MediaOne and the consolidation of Excite@Home. Also contributing to
the increase was approximately $0.8 billion of higher costs associated with
AT&T's growth businesses, primarily at AT&T Broadband and AT&T's outsourcing
business, as well as a higher pension credit in 2000. Partially offsetting these
increases were $0.3 billion of lower costs associated with lower volumes,
primarily from AT&T's international ventures, AT&T Consumer long distance and
lower payphone compensation costs, $0.1 billion of lower costs associated with
lower long distance revenue from AT&T Business and $0.1 billion of AT&T's
reduction efforts.

FOR THE THREE MONTHS
ENDED SEPTEMBER 30,

(DOLLARS IN MILLIONS)

Access and other connection........uieiieeeeeeeennnnnn. $3,033 $3,147

Access and other connection expenses decreased 3.6% in the third quarter of
2001 compared with the third quarter of 2000. Approximately $0.2 billion of this
reduction was due to lower international connection rates, per-line charges for
multi-line business customers and per minute access rates. These reductions were
partially offset by a $0.1 billion increase due to overall volume growth
primarily related to local service.

Access and other connection expenses decreased 8.8% for the nine months
ended September 30, 2001, compared with the same period in 2000. Approximately
$1.3 billion of the decrease was due to lower per-line charges and mandated
reductions in per minute access rates. In July 2000 per line charges that AT&T
paid for residential and single-line business customers were eliminated by the
FCC. These reductions were offset by a $0.4 billion increase due to overall
volume growth primarily related to local service and higher universal service
fund contributions.

$9,289

FOR THE NINE MONT
ENDED SEPTEMBER 3

FOR THE THREE MONTHS FOR THE NINE MONTHS
ENDED SEPTEMBER 30, ENDED SEPTEMBER 30,
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(DOLLARS IN MILLIONS)

Selling, general and administrative.................. $2,540 $2,40601 $8,144 $7,366

Selling, general and administrative (SG&A) expenses increased $0.1 billion,
or 3.2%, in the third quarter of 2001, compared with the third quarter of 2000.
Increased customer care, advertising, sales and other general and administrative
expenses in support of growth businesses, primarily data/IP, local voice and
broadband services drove approximately $0.2 billion of the increase. Lower
pension credit resulting from decreased return on plan assets accounted for
approximately $0.1 billion of the increase. Partially offsetting these increases
were lower costs associated with the impact of decreased long distance voice
volume and cost control efforts of approximately $0.3 billion primarily from
AT&T Consumer and AT&T Broadband.

Selling, general and administrative (SG&A) expenses increased $0.8 billion,
or 10.5%, for the nine months ended September 30, 2001 as compared with the
corresponding prior year period. Approximately $0.3 billion of the increase was
due to net acquisitions, primarily MediaOne and the consolidation of
Excite@Home. Increased customer care, sales, advertising and other general and
administrative expenses in support of growth businesses, primarily data/IP,
local voice and broadband services drove approximately $0.5 billion of the
increase. In addition, costs associated with the exchange offer of AT&T common
stock for AT&T Wireless stock, combined with a lower pension credit resulting
from decreased return on plan assets accounted for approximately $0.3 billion of
the increase. Partially offsetting these increases were lower costs associated
with the impact of decreased long distance voice volume and cost control efforts
of approximately $0.5 billion primarily from AT&T Consumer and AT&T Broadband.

vVIi-7
FOR THE THREE MONTHS FOR THE NINE MONTHS
ENDED SEPTEMBER 30, ENDED SEPTEMBER 30,
2000 2000 2000 2000
_______ (DOLLARS IN MILLIONS)
Depreciation and other amortization.................. $1,682 $1,568 $5,116 $4,204

Depreciation and other amortization expenses increased $0.1 billion, or
7.3%, in the third quarter of 2001 compared with the corresponding prior year
period. The increase was largely due to a higher asset base primarily resulting
from infrastructure investment in 2000 and 2001, as well as the consolidation of
Excite@Home, partially offset by cable system dispositions. Capital expenditures
were $1.7 billion and $2.7 billion for the third quarter of 2001 and 2000,
respectively. The primary focus of capital spending continues to be on the
growth areas of broadband, data and IP, and local.

Depreciation and other amortization expenses increased $0.9 billion, or
21.7%, for the nine months ended September 30, 2001 compared with the
corresponding prior year period. Approximately one-half of the increase was due
to the acquisition of MediaOne. The remaining increase was largely due to a
higher asset base primarily resulting from infrastructure investment in 2000 and
2001, as well as the consolidation of Excite@Home. Capital expenditures were
$6.0 billion and $7.0 billion for the nine months ended September 30, 2001 and
2000, respectively. The primary focus for capital expenditures continues to be
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on the growth areas of broadband, data and IP, and local.

FOR THE THREE MONTHS
ENDED SEPTEMBER 30,

FOR THE NINE MONT
ENDED SEPTEMBER 3

(DOLLARS IN MILLIONS)

Amortization of goodwill, franchise costs and other
purchased intangibles........i ittt teeeennnnnns $592 $787

Amortization of goodwill, franchise costs and other purchased intangibles
decreased $0.2 billion, or 24.7%, in the third quarter of 2001 compared with the
corresponding prior year period. This decrease was primarily due to lower
goodwill associated with Excite@Home resulting from an impairment of goodwill
recorded subsequent to September 30, 2000.

Amortization of goodwill, franchise costs and other purchased intangibles
increased $0.5 billion, or 34.0%, for the nine months ended September 30, 2001
compared with the nine months ended September 30, 2000. This increase was
primarily due to the acquisition of MediaOne.

$1,920

FOR THE THREE MONTHS FOR THE NINE MON
ENDED SEPTEMBER 30, ENDED SEPTEMBER
2001 2000 2001 2

(DOLLARS IN MILLIONS)

Net restructuring and other charges...........oiveuu... $399 $24 $1,494 S

During the third quarter of 2001, $399 million of net restructuring and

other charges were recorded by Excite@Home. Included in these charges were $376
million of asset impairment charges and $23 million of restructuring and exit
costs, primarily due to continued weakness in the on-line media market and the
recent bankruptcy filing. These charges included the write-off of goodwill and
other intangible assets, warrants granted in connection with distributing the
@Home service and fixed assets. The restructuring and exits costs, consisted of
$4 million for severance costs, $14 million related to facility closings and $5
million primarily related to termination of contractual obligations. The
severance costs, for approximately 860 employees, primarily resulted from
continued cost reduction efforts by Excite@Home. Since AT&T consolidates, but
only owns approximately 23% of Excite@Home, a portion of the charges recorded by
Excite@Home was not included as a reduction to AT&T's net income, but rather
eliminated in AT&T's September 30, 2001 Consolidated Statement of Operations as
a component of "Mi