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Cox Communications (COX, $35, Overweight, Industry View: Attractive,
Target $45)

OurforeeDS1 has been adjusted to reflecIlhe change in the
way Cox now books high-speed data revenues. Historically,
Cox booked the dOlO revenues net a/the affiliatefee paid to

@Home. Now that the transition to its own backbone has
been completed, Cox will book gross revenues, which is
consistent with the way the other multiple systems operators
(MSOs) book data service revenues.

Our proforma 2000 and 2001 annual results (not quarters)
also reflect this change. This change will affect dala reve­
nue, data gross profit margin, and EBITDA margin. Total
EBITDA will remain unchanged, but margins will be lower
due to the higher revenue base from booking gross. not nel,

revenues.

We rate the shares of Cox Overweight with a 12-month
price target of S4S. At current levels, Cox trades at 11.2
times 2003E EBITDA.

We expect total revenue and EBITDA growth in 2002 of
14.0-15.0% and 13.5-14.0%, respectively. We believe
Cox will lead the industry by 100-200 basis points with
regard to revenue and EBITOA growth, largely due to im­
proving margins on the residential telephony product.

Cox has the ability to demonstrate the value of its competi­
tive advantage in telephony in 2002, in our view. We esti­
mate that 22·25% of the total incremental revenue growth in
2002 and 2003 is from residential and commercial teleph­
ony (equal to 3.2-3.4% of the 14-15% average revenue
growth). Funhermore. we see Cox as the company best
positioned to demonstrate that product bundles can reduce
churn and win back customers lost to DB~.

EBITDA margins should begin to stabilize by 4Q02. In
200 I. the reponed EBITDA margin was 38.6%: we expect a
margin of37.4% in 2002. The majority of the anticipated
decrease in margins should be due to the company's change
in accounting for cable modem revenues. Also, its decision
to launch one more telephony market also creates some
stan-up losses. which we expect wi11lower margins by
about 40 basis points. In 2001, the company reponed cable
modem revenues net of the affiliate fee. Now that the tran­
sition to its own backbone has been completed. Cox will
begin reporting these revenues gross of the affiliate fee
(which is the way that the other MSOs book revenue).
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Digital Subscribers
Cox was the only MSO to announce on its 4Q01 earnings
call that digital additions in 2002 should not decline relative
to 2001. We believe the company will avernge 11.750 pet

week during 1002, versus 12,156 in 4001. Fot 2002. we
expect additions to average just fewer than 12.000. By the
end of 1002, we expect penetration of basic subscribers will
be almost 25%.

Cox currently has three announced trials of VOD - in San
Diego. Hampton Roads. VA and Phoenix. The company
indicated on its 400I earnings call that it would launch
VOO service to 43% of its homes passed by the end of
3Q02.

Cable Modem Subscribers
We expect Cox to end 1002 with 990,000·995,000 cable
modem subscribers. representing avernge weekly additions
of8.500. This compares to weekly additions ofjust over
8.000 in 4001.

We expect margins on the high-speed data business to im­
prove in 2002, largely due to the savings from Cox using its
own backbone. We estimate that the cost for Cox to pro­
vide its own backbone, tier 2 customer service .and provi­
sioning wi11 be about 20% of gross data revenue. The po­
tential risk in our forecast is that the company does not get
this margin enhancement due to higher customer service
costs. @Home previously dealt with all tier 2 customer
service issues. which Cox will now handle.

Residential Telephony
\\t e expect residential telephony additions to contmuc
strong during 2002. We estimate that Cox will end 1002
with 500,000-5 I0.000 residential telephony subscribers.
representing average weekly additions of4,000. The resi­
dential telephony product has not exhibited the large sea­
sonal swings that the digital video and cable modem prod­
ucts have. We project average weekly additions to average
just ovet 4.000 during 2002.

Residential telephony margins in 2001 were 20%. and we
believe the margins in existing markets could rise to 30% in
2002. The New Orleans market and any other markets
launched in 2002 should create stan-up losses of about 520
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million. which would reduce total telephony margins to an
estimated 26%.

Capital Expenditures and Plant Upgrades
The company should incur $2.0 billion in capital expendi­
tures. Cox ended 2001 with 8J% of its plant upgraded for
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750 MHz or higher and 90% ready for digital and data
service. The company expects to end 2002 with 89% of its
plant upgraded for 750 MHz or higher and 96% digital and
data-ready.
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EJd'libi1132

Cox Communications
Broadband Cable Drivel'll

DtJll<lI~/"Milliu",' Pro FOI'TIl:I

'000 2001E ~1I02E 200~E 1001 2001 3001 4001 l002E 2002F 3002E 4Q02E

Brnadtend Sntwg:jbc:r:j
su;, 6.19~~'17 6.23'.11. 'oll).!'!!'.' 6~'1!,,~'i2. 6.n~."4 6.1....14 ',2N.7)7 •.n'.... U!,,',A'2 6.209.710 6,2!'O.I" 6,2'1¥'i!")
Pro fllrQ Baslt Gl't'Wlh~, I ,9~, 0,7'", 0.1'", D."" 1.3% O.~"I. 0.70,;, 0.7% 0,7'" 0,7"" 0,1";. 0.7'',;,
B...icARPl BI.:: 532.4: 533.64 S3SJ: $3:3: 132.0&4 532.40 S.n53 SJ3~~ $:'3.701 S:U.6Q 533,83
Pro~_ (OIIU$ % of AnaIOll R~ 274~, 29.0'7,. .'0.50", JG.8"h 2'9.5~,. 2&.8"" 28.8% 2&9"", 31.M" .'0.."". .,o.,~ 29.11'"
Pro~armu"l! ( ... per sub "to, Chlnl/f 1,2'., 8'7'0,:. 10.3'/" 7.0% 8.2",,, S.rA. 9.7% 8.J~~ IO.qo,~ 10.3"". 104% CH,""

D;,;II_ "MIn _.riDotr. 1041,124 1~116.oJ9 2.00"'1~ 2_'i~..n 960.~7 1.071.,.122 1.221,Ol!" l~l""J' 1.!'OJI.m l.667.4'9 J.lJJ,2J' 2,OOI,lI!i
DIll.lal Weekly AddiTions 11.09(1 10.470 11.980 10.120 9.130 8.520 12.050 12.160 11.750 '.900 12.750 13.510
Dilli.,1 ARPL' $11,00 $12.2~ $12.50 Sn.B $12.00 $IHIO $11.50 $12.S0 SI2.5O $12.~0 $IBO $12.50
Dipilal PenetraTion B,b% :2.2% n.O"It> 40.1"". 15.~0", 17.4"" 19.8% 22.2"10 2<11.f1~, 2b.9",,, 29J~ 32.0",,,
Dil!ilal PmS· COSIS as "10 ofD;!!. R~ 15,0'" 15.0"," 24.10,,, 25.8'," 1'.0",,, 15.0"," 15.0"10 l.Hl% 20.00,,, 22,{)'I,. 2'.0~. 2tl.0"·"

C... M.... s.~ribft'~ "1....7 .1)~t;62 1~164~t;(j2 1.94!'i,440 !'iI7.nO ....0.:1. "..... 1I).t;(i2 ......, ,......, 1,21••061 1~""!I61
C.b1e MOlkm Weckly AddilioM 5.670 7.720 9,,2'0 11.170 8.0'0 6.220 8.570 '.000 8.500 '.000 10.000 10.~

C.hle Modem ARPL' $40,10 $41.11 $39.00 $40.71 S42.Z~ $39.3~ $36.74 54'.'2 539.00 539,00 539.00 $39.00
Cable MOlkm PmclT1110~ 7.~';, 14.2"", 21"," 30,8'h 9.4°", 10.8"" 12.6"1. 14.2'l'o 15.9"." 17."'" 19.6"" 21.7°'0
Afliha.e Fee u % ofHSD service ft'\ 3'.0"'" 35.0"';' 23.5% 22.0% 35.0% 1O.0".4 27.5% 30.0°", :noo,. 24,5% 2.~.5·'" 20.0"';'

T~kpbon~' S..bwrlbtr~ 1".6!'i3 4!'i3,!'i12 663,1'" .,..,416 292,2)(1 3404,!114 3....13 4!'iJ,!I72 ~!Ii.!m !Ii!'i1J11 610,8'1 663.1911
Telephony Wedely Additions 2.750 4.020 4.0JO 4.450 3.660 4.020 4.180 4,210 '.000 4.050 4.050 4.030
Telephony ARPL: S'2.0.~ S50,0(, S47.81 546.40 S49.1I.~ $.50.tw S50.18 S50.0.~ 547.'11 S47.1I1 5HIII S4Hl
Telephon~' Pmetnllion 4.0"" 7.3~" 10.6"" 14.1',,· 4.7°", 5.6°". 6.4o,~ 7.3°", IIt~, 9.0",,, 9.11°1" 10.6°",
D'm:! CO$IUI 'Yo ofTelephonyR'\ 60.9°", <IIS.2~" <116,5 ..... <116.2~. 54,0'\.· 50,0"10 45.00,-.. <116.0"", 47.0"" 4,.()o,. <117.00.-0 4~J""

Fixed Cos» (II SJ.l7U $l.3:57 5l.47J.~ $1.70'.4 SJ09.~ 5329.9 S:\42.1 5344,1 $340,~ $372.0 $3111.4 5379.(,
FixedCOllS(%C....J 16.~'~, 13.1°';, 11.20," 15.9"1,. N" 11.7",.;. 14.S'h 16.3% 10,0'\. 12,So,;, 11.5°", 10.3°/,.
Total C'pltal ExpelldituRi 52.188.1 $2,,20S,~ 52.020.3 $1.474.~ N.' NA NA NA N.' N.' N.' "
Bro.cttt.nd (!ltd. T~lfpho.,,)

R~ue GrOVo1h .". 1J.4"~, 14.9"... 14.3'1-0 16.30". 21,6"" 1<11.0.... 14.4% 1<11.7",. 16.!'",. I7Y,. 17,6'", 17,1"".
EBlTDA Grt'I\\1h 0,." 10.3"" 1.3% 25.2"", 16.'}'}" 19~~" 13.4°", 11.9";" -264~" 10.2··. I~.~"" 14.0"10 7S,S""
EB1TDA M''¥in .,,, 311.7°", 34.1°/" 37J'l-o 37.S% 37.8"", 311.1% 38,4% 26.2% ~S.7% 36.9"';' 37,2°", 39J~"

(II G&A, Jt1lIrltelm,.nd pl.nl ...."ons fur bolh Cllble.nd lftidm.i8IIe~yopmlion>

E= MOrylan Stanley Research Estimate.'
Note: Proforma resufts assume Ihot dOlO rel'enues are booked gross ortlle ~(/iliole.1ee. In 200J and prior years. Cox booked dOlO revenues net ol'the a/filiate
lee. but the company began booking gross dolo revenues beginning ill 2(HJ2. 20()/ quarters' are no, pro.lormo.!or,his odjuslment.
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Exhibit 133

Cox Communications
Estimated 2002 Fair Market Value

($ Mil/jons Excepf Per Share Do'Oi
TOiaI Cox

OIlle, CotnnlicatlDn5
526.294.4

2.5645
1.255.6

4.022.1
116.'1

12.1
75
6.8
1.6
0.8

15.0
SO.o 534,297.3

8.533.1
(2.332.4)

6.200.'

86.') 86.9
149.8 149.8

S236.6 528,333.2

573.568 573.568
27.598 27.598
18.740 18.740
5.000 5.000
7.541 7.541

632.447 632.447

50.371 544.101

Total
$30.114.5

1.778.8
16.9x

2.U79.1)
14.5x

J.M64.!'i
14.lx

Excl. Teleph.
$26.294.4

1.638.7
16.0x

523.913.7 S4.022.1 $116.9 543.9

573.568 573.568 573.568 573.568
27.598 27.598 27.598 27.598
\8.740 18.740 18.740 18.740
5.000 5.000 5.000 5.00tl
7.541 7.541 7.541 7.54\

632.447 632.447 632.447 632.447

537.81 $6.36 SO.I' 50.07

2.079.1)

14.5"

Cable Programming Telecom. Technology
Operations Investments Investments Investments

$26.294.4
2.5645
1.255.6

4.022.1
116.9

12.1
75
6.8
1.6
0.8

15.0

530.11".5 54,011•• 5116.9 543.9

8.533.1
(2.332.4)

6.200.8

Incl. Teleph.
$30.114.5

1.788.7
16.8x

Supplemental Jlalualion Da,a

Estimaled Asset Value
2002E EBITDA
Asset Value IEBITDA

Class A Shares OutSiandinp
Class (' Shares Outstanding

Feltne Pride!>
Convenible Preferred

Stock Optlon~

Total Cox Comm. Shares Outstanding

20031:. EBITDA
Asset Value IEBITDA

Plus
Cash
Cash fTom Stock Options.
Total Fair Marke't V.lut'

Less:
Debt (I)

Net Indexed Debt
Net Debt

Core Cable TelevISion Operations
Telephon~

Commercial Telephony. Fibemet
Other Assets

Discovery Cornmunic3nons (24.6%)
Sprint pes - 10.3 mm comm. stock equiv.

Motorola· 0.85 mm shs
Paxson Comm.• 0.71 mm shs

Liberate - 1.0 mm shs
Tivo. Inc.• 0.24 mm sharei'
Worldgate. 0.5 mm shares

Other Programmingrrelecomm. Assets --:::::c-::..,..,,....-"""""::-:----::""..,,..----:+"'----:;::-::--.,,,-:-.:='"
Total Estimated Assd Value

Total Fair !\brket Value Per Share

Asset DescriptIon

2002E Basic Subscribers
ESI. Asset Value per Basic Subscriber

6.281,553
$4.794

6.2'1.553
$4,186

(1) AssumesfulJ dilution q(Felille PRIDES.

E= MQrgan Sian/e.l" Research Estimole.'
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Exhibit 135

Cox Communications
Balance Sheet Forecasts

2000 2001 2002E 2003E 2004E 2005E 20061::

Cash & Marketable Securities 578.4 586.0 586.0 586.0 5236.0 S436.0 5136.0
Accounts Receivable 358..3 421.1 486.0 565.1 646.8 732.9 820.1
Total Current Assets 436.8 508.0 572.8 652.0 883.7 1.169.7 1.556.9

Prop.. Plant. & Equip. (RptJ 8.369.4 10.328.5 11.548.8 12.223.2 12.477.8 12.8213 13.194.7
Less: Accumulated Depreciation 2.453.0 3.200.6 3,770.7 4.441.0 5.1 50.0 5.895.6 6.685,0

Net Prop.. Plant. & EqUIp. 5.916.4 7.127.9 7,778.2 7,782.2 7.327.7 6.925.7 6.509.7

Investments in Uncon. Operations 3.896.4 3.515.2 2.405.2 2.495.1 2.515.1 2.555.1 2.615.0
Intan~ible Assets 13.951.2 13.510.9 13,475.6 13.440.2 13.404.9 13.369.5 13.334.2
Other Assets 520.0 399.4 399.4 399.4 399.4 399.4 399.4

Tatal Assets 524.720.8 525.061.4 524.721.1 524.769.0 524.530.8 $24.419.4 $24.415.:

ShorHenn Debt 50.0 50.0 50.0 50.0 SO.O 50.0 SO.O
Accounts Payable and Defered Income 714.2 674.4 790.1 872.9 949.1 1.021.5 1.085.0
Total Current Liabililies 714.2 674.4 790.1 872.9 949.1 1,021.S 1.085.9

Long-term Debt 8.543.8 8.417.7 8.533.1 8.393.8 7.663.2 6.710.6 5.501.7

Deferred Taxes 4,592.7 4.53803 4.682.5 4.638.1\ 4.665.9 4.773.0 4.964.4
Other Liabilities 1.653.9 1.760.2 305.0 353.2 401.4 449.7 497.9

Preferred Equily 4.8 4.8 4.8 4.8 4.8 4.8 4.'
Common Equity 9.211.4 9.666.0 10.405.7 10.505.6 10.846.4 11,459.8 12.360.4

Total Equity 9.216.~ 9.670.9 10.410.5 10.510.4 10.851.2 11.464.6 12.365.3

Total Liabilities & EquiTy 524.720.8 525.061.4 524.721.1 524.769.0 524.530.8 $24.419.4 $24.415.2

E =' Morgarl SlarlJey Research EstimD/es

Broadband Cable Television - April 5, 2002
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Extibil137

Cox Communications
Revenue and Operating Cash Flow Comparison., Quarterty

($ Millions)

2001 2002E
IQ 2Q 3Q 4Q IQE 2QE 3Qt 4QE

C.blerrelephon~·Rrvrnttt
Ana"", 5788.1 5819.8 5819.6 $838.1 5822.3 S8b45 $8715 $895.4

Digital Cable 32.4 36.6 43.1 49.0 54.8 60.1 65.(- 72.0
High Speed Data 56.6 62.3 75.2. 91.7 "'.1 129.t> 144.'- 160,9

Total Cable Tdrvision Revenue S877.2 $918.7 5937.9 $918.8 $994.1 51.054.2 $1,081.9 $1.128.3
Residential Telephony 40.1 47.8 55.9 64.0 68.8 76.3 8:U 91.4

Cox Business Services 30,(1 353 38.2 403 41.7 45.0 47.1> 51.0
T 0111 C.btefTdrphony Revenue $941.9 51.001.8 $1.032.0 $1.083.0 $1.104.7 St,J7S.4 $1.213.4 $1.276.7
%ChangC' 21.6% 14.0% 14.4% 14.S~u 16.5% 173% 17.6~" 17.3°{"

Cabk:fTelephony GrolS Profit

Analog $5553 $583.6 5S83.i $5%.1 $562.2 5602.2 5609.4 S628.~

Di[lital Cabk 27.6 31.1 36.6 41.7 43.9 46.9 49.~ .5 1.9
High Speed Data 56.6 62.3 75.2 91.7 875 99.• 112.8 1:'0.6

Total Cabl~ T~Ievision Gross Profit $639.4 5677.0 5695.6 $729.4 5693.5 5748.7 $771.4 5810.6
Residenlial Telephony Gross Profit 10.8 16.2 32.3 485 17.1 25.7 51.4 77.1

Cox Business Service5 4 .• 6.S 13.7 205 6.7 10.0 20.0 30.0
Tot.1 C.blerr~l~phonyGross Pront 5654.7 5700.0 $7415 $798.3 5717.3 5784.4 5842.ft: 5917.7
Gross Profit Margin 69.1% 69.9% 71.90/0 73.7':.;, 64.9% 66.7% 69.5% 7:!.2':."

Cabl~rrdephon~' EBITDA
Core Cable Tel~vision EBITDA $343.1 $362.9 $373.1 5403.7 $374.3 $:198.7 $41 J.II $453.8
Video/Data Stanup Losses 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1)
Residential T~Iq)hony EBITDA 5.2 8.1 1l.2 16.1 15.1 183 22.6 273
Cox Business Services EBITDA 9.' 11.1 12.0 12.7 15.0 16.2 17.1 18.3
Tolal Cablerr~l~phon:,'EBITDA 53!'i8.1 5382.1 5396_' 5432.5 5404.~ 5433_' 5451.6 5499.4
% Change 19.5% 1304% 11.90/0 11.9'';(, 12.9% 1304% 14.0% 15.5%

Cabl~rrt"lcphon~'[BITDA
Total Cable Margins excl. Tekphony 39.1%, 39.5% 39.8"1" 41.2~" 37.6% 37.8";" 38.1"11' 40.2%

Residential Telephony 13.0% 17.0% 20.0''1., 25.2% 22.0% 24.0";" 27.0-10 29.8''1.:'
Cox Business Services 32.0% 31.4% 3Io4o,.,{. 31.5% 36,0";0 36.0% 36.!W" 35.9%

Tota' Cablerrt"l~phon~'Ma~ins 37.8% 38.1% 38.4% 39.9% 36.6"/0 36.9% 37.2",., 39.3";"

Other
Revenues $0.0 $0.0 $0.0 52.2 $0.0 $0.0 $0.0 $0.0
Operaling Cash Flow 0.0 0.0 0.0 (148.0) (9.9) 0.0 0.0 0.0
Operating Cash Flow Margin

Tolal Rt"\'t"DUt' 5947.9 51,001.8 5J.l131.11 51.085_' 51.U....7 51.175.4 51,213.4 51,270.7
Tolal Operatin&! C.,h Fto,., 358.1 382.1 396h1 2M.!!' 394.6 433_' 451.6 499.4
Total C.,h Flo,,' Margin 37.8-;_ 38.1-;_ 38.4-;_ 26.2-;. 35.7-;_ 36.'-;0 37.2-;_ 39.3%

E= Morgan Slanlf'.I' Research Estimtltes
NOll': DOlO revellues ill 2002 are shown gross ofthe olfiJiole.1ee; in 2(H)], these re\'enues are shown net oOhe o/fiiiole.1ee.

Broadband Cable Television - April 5. 200:
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Exhibit 138

COX Communications
Revenue and Operating Cash Flow Comparisons. 200D-2006E

IS MiJiwm;

<I>1lII! fm.!llml;l
2000 2001 2000 2001 2002E 2003E 20041 2oo5E 2006F

Cllblerhlt'phon~'Revt'n.e

Analo~ S3.080,(J 53.265.7 $3.1465 53.265.7 $3.453.7 53.689.7 S3.94ft.~ 5'1.224l} 54.524.0
Dipltal Cable 74.0 161.1 74.0 161.1 252.6 357.8 458.~ 558.8 658.7
High Speed Data 148,Q 2857 2042 38H. 552.4 828.;; J.I07Q 1.401.1 l.69S.~

TOla1Cable Te1Msion Revenue $3.303.0 $3.712.5 $3.424.7 53.814.5 54.258.7 54.875.9 $5.512,9 S6.184J 56.878.l
Residmlial Telephony 106.] 207.9 106.1 207.9 320J 433.7 549.4 683J 807.:t
Cox Business Sm'ice~ 97Jl I44J 97.8 I44J 185J 231,0 279.2 317J 3S4.C'

Tolll C.b1erhkpbon~'Revenue 53_"'06.9 54,064.7 53.618,6 54.166.7 $04,764.3 55........6 S6..l41~ 57.184.9 58.039.9
% Change 51.3% 15.9"t. 13.4% 14.8·/;, 14.3". 16.3". 14.5°,. 13.3",<, 11,9°,.

Clbltrrrlrpbon~' Groll Profit

Analo~ $2.235.4 $2,318.8 52.283.:? $2.318.8 52.401.9 52.553.5 52.716.0 52.890.5 $3.077,5
Digilal Cablr 62.1} 137.0 62.9 137,0 191,9 265.7 331.2 392.6 449.5
High Speed Dala 148.9 285.7 148.9 285.7 430,4 650.4 890.9 1.126.1 1.362.1

Total Cablr Trlevision Gross Profit $2.447.2 $2.741.4 $2.495.0 $2.741.4 $3.024.2 53.469.6 $3.938.2 $4.409.2 $4.889,1
Residerllial Telephony Gross Profit $41.5 $107.7 $415 $107.7 $171.4 5233.4 5294.4 5363.8 $4285
Cox Business Srrvice~ 38.4 45.5 38.4 45.~ 66.6 83,3 102.0 118.5 135.2

Totl' ClbltrJrltphony Gross Profit 52.527.1 52.894.6 52.574.9 $2.894.tl $3,262.2 53.786.4 $4.334.6 $4.8915 55.452.7
Gross Profil Mat'!!in 72.1",<, 71.2% 71,OC',. 69.5% 68.5% 68.3% 68.4'!<0 68,1°/. 67JI~.

Clblrrhlephon~'E81TDA
COl'(' Cable TelC'vision EBITDA $1.356.1 $1.48H 51.381.9 SI.48H $1.638.7 $1.864.1\ 52.163,0 $2.4755 52.798.6
Video/Dala Stanup Los5e~ 0.0 0.0 0.0 0.0 0.0 00 0.0 0.0 00
Residerllial Teleplxmy EBITDA (17.1 ) 40.7 (17.1) 40,7 83,3 130.9 183.1 243.9 310\
Cox BUSiness SC'rvices EBITDA 38.4 45.~ 38.4 45.5 66.6 8D 102.0 1185 135.2
Totll Cablerrelephon~'[8ITDA 51.377_' 51 ..~9.0 51.403.1 51~69.0 51.788.7 5z.o79.0 52.448.2 52.837.9 53.243.9
%ChangC' 52.8% 13.lW. 10,3% 1\.8% 14.~~ 16.2% 17.8% 15.9% 14,3%

Clhlerrelephony [8ITDA

lotal CablC' Margins ad, TC'lephony 41.1% 39.9% 40,3'!<0 38.9% 38.5% 38.2°'0 39.2% 40,0'% 40.7°/.
Residmtial TC'lephon;. NM NM NM 19.6°,. 26.0C'/o 30.2% 333% 35.7% 38.4~.

Cox BUSIness ServiCC'~ W,3~" 31.5°,0 39,3°,. 31.5'!<. 36.()"Jo 36.1% 36.5% 37.3°,. 38.1%
Totll Cablerrelephony MlfJIllns W,3'!<. 38.6% 38.7·'0 37.7% 37.5% 37.5% 38,6% 39.5% 40,3%

Other
RC'venue, $0.0 $2.2 $0,0 52.2 $0,0 50.0 $0.0 $0.0 $0.0
Operanng Cash Floy, 0.0 (148.0) $0.0 ($148.0, ($9.9) SO.O 50.0 $0.0 SO.O
Operalinl; Cash Flow Margin NM NM NM NM NM NM NM NM NM

T 0111 Revf'nut' 53.~06.9 54.067.0 53.628.6 $04.168.9 54.764.3 5~.!W0.6 S6,341~1{, 57.184.9 $1.039.9
TOIal 0llfratine Ca~h Fln\\ U77.~ 1.421.11 1.403.1 1.421J1 1.771U1 2.079.11 2.44R.2 2.fI.17.~ ').24,).CI
'llIIal Llish .'10\\ !\llIr~iJl 39.3"/. 34.9"1.. 38.7"1. ,)4.1% 37.3% 3'.~"". 38.6% 39.~""" 40..3"1"

E= Morgan Stanley Research ESlimole.~

Note: Proforma results assume that data revenues are booked gross olthe alfi/iate.lee. In 20()] and prior years. Cox book.ed dQlo revenue!>' net o(lhe ~lIiJjol(!

lee, bUI Ihe company began booking gross dOlo revenues beginning in 2(}O2,
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Ellt'ibit141

COX Communications
Cable Television Operations, 2000·2006E

($ Milli/ln eu'ept per douu

&l1IIl em.Emmi
2000 2001 2000 2001 2002E 2oo3E 2004£ lOOSE 21106E

HomnPasMd 9.710.963 9.979.207 9.710.963 9.979.207 10.129,739 IO.281.68~ 10.435.911 IO.591.44Q 10.75l.J3(>
.,. Chanl!( 20.9"1;' 2.B~.. 1.I'l-. 2.rlio J.5'l-. 1.5',. I.S~. 1.5',. 1.5':"

Buie: Sub5erlMn 6.193.317 6.237.888 6.193.317 6.237.888 6.281.553 6j25.524 6.369.803 6.414.191 6.4S9.29~

%Chan~ 20.6'l-~ 0.7% 1.9",. 0.7-;. 0.7-;, 0.7",;' O,7~" O_7~" 0.7"."
Homes Passed PenetrallOO 63.S",. 62.5~. 63.~. 62.S·,. 62.~;' 61.5',;, 61.(r,,, 60.6':" 00 1'~"

Pr~mjumSubKriptio.s 4.174.447 4.091l.881 4.174.447 4.098.881 4.0S17.162 4.080.916 4.057.471 4.025.91:' 3.988.11~

%Chan~ 29.0";. ·L8"t. -o.~" ·1.80,. 0.0'1;' -0.4",. ..(J.6"". -0.8'\. .(),9"'"
Basic subscriber Penetnlion 67.4~;' 65.7';" 67.4',. 6S.~. 65.2~·;' 64.5"0 63.7~. 62.8~. 61,7",,,

DiJilaJ Sulw:ripticllK 841.824 1.386.039 841.824 1.386.039 2.008.815 2.534.87~ Hl09.64J 3.427.078 3.798.044
%Clwlpr 217.3~.. 64.6",0 139.8",.. 64.6'\1. 44.9",.. 26.20,0 18.70,. 13.9',,, IO.S~,.

Homrs P.-d Pmetntion 8.7'\1. 13.9~" 8.7",. 13.9"/, 19.1% 24.7~. 28.8~. 32.4~. J5J'~"

Basic subscriber Penetrlllon 13.60,. 22.2",iI 13.60,. 22.J-1, 32.m. 40.10,,, 47.20,. 53.40,. 58.8'~"

Pmmum Subscriber Penern.tioo 20.2". 33.1% 20.J-Ao 33.8",1, 49.m'. 62.1-... 74.2'~ 85. ". 95.~~"

HSCDS Subsrrlben 481.947 883,562 481.947 883.562 1.364.562 1.945.440 2549.877 3,187.511 3.802.1 D
%Chlnl,lr 157.8% 83J~o 136.5",,, 833'/. S4.4'\1, 42.6",. 3 J.I~. 25.0",. 19J·,,,

Homrs Passed Penelnllion 5.0"/. 8.90", 5.0",.. 8.9"/, 13.5'/, 18.9',,, 24.4~. 30.1',. 35.4':"
Basic subscrim Penm1Ilion 7.8",'. 14.2'1-'. 7.8'". 14.J-1. 21.7';.. 30.80", 40.00,~ 49.7'", 58.9',.

Monthly R~. R~. per Basic Sub S3J.21 S32.42 S31.22 S32.42 S33.64 S35.32 S37.09 538.94 S40.flt,!

~.Cbanl,lr 0.0"/. 3.90,.. 0.1'", 3.9",. 3.80,.. 5.00,.. 5.0'}. 5.00", 5.0%
Monthly R~. & Unrtl:!' Rev. per Basic Sub 42.68 43.89 42.69 43.89 ".119 48.711- 51.81 55.07 58.!'i-::

%Chanl,le 0.2% 2.8'\1. 0.3'1., 2.8"10 5.0',. 5.8",. 6.20,,, 6.3',;, 6J'\,.
Monthly DiJ,lital Video Rev. per DiJ,lital Sub 11.00 12.28 11.00 12.28 12.50 13.IJ D.78 14.4i 15,19

°/. ChanJ,le O.~. 11.6'1--. 0.0"", 11.60,.. 1.80,,, 5.~. 5.0",,, 5.0'", 5.0':"
Monthly HSCDS Rev. per HSCDS Sub. 37.79 35.04 51.8J 47.55 41.4:l 41.71 41.08 40.70 404:'\

%Chanl:!e -11.1% ·7.3'", 21.9,\" -8.3% -12.9'l--~ 0.7'", -1.50", ~.9"", ~.7·",

R~u1aled AnaIO!! Revenues 52.252.4 52.412.5 52.301.0 52.412.5 52.520.6 52.671.7 52.825.0 52.987.0 53.ISS"
%Cha~e 43.6'1. 7.1°," 6.()'}. 4.8'", 4.50,,, 6.0",. 5,70,,, 5.1"". 5.7"",

Premium and Non-r~ulatedRl"Veflues 827.7 8532 845.5 853.2 933.1 1018.0 1121.5 1237.:'\ 1365,7
%Chanlle 44.6'\-'. 3.1,}. 0.6'1" O.~;, 9,40,. 9.1':. 1010", 10.3'1. 10.4':"

Dil-'lial Video Revmu~ 74.0 161.1 74.0 161.1 252.6 357.1< 458.5 558.S 658.7
%Chanlle 264.5',,, 117.6~'b 264.5~. 117.6% 56.8~. 41.6'\" 28.1':. 21.9"". 179~"

HSCDS Revenu~ 148.9 285.7 204': 387.6 552.4 828..' 1.107.9 1.401.1 1.695.5
%Cha~e 149.2% 91.9~.. 241.8~ •. 89.8% 42.5~. SO.O~" _U8~" 26.S~" 21.0~"

Total R"'rll",, 53.303.0 53.712.!" 53,424.7 53"14.!' !W.251.7 S4.17!i.9 5$.$12.9 S6,1"'~ 56.1'8.1
%Cbanpe 48.70,,, 12.40,.-" 10,4";;' 11,4"0 11.6~~ 14.50,. 13.I~" 12.2~i, 11.2~"

E"" Morgon Slonley Research Eslimole~

NOIe: Proforma resulu assume rhol dOlO revenues are booked gross l?t"lhe a.tIWOle/ee. In 2fHJl and prioryears. Cox booked dolo revenues net ot"lhe a.(filiote
tee. butlhe company began hooking gross dora revenues beginning in 2(HJ2
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Extjbit 144

Cox Communications
Residential Telephony Summary, 200G-2006E

Dollars in Millions, Except Per Dow

2000 2001 2002E 2003E 2004E 200SE 20Q6E
CATV Homes Passed 9.710.963 9.979.207 10.129.739 10.281.685 10.435.911 10.592.449 10.751.:Bt>

% Chan~e 1.1% 2.8% 1.5% 1.5% 1.5% 1.5% 1.5%

Telephon~' Homes P.51~ 2.426.580 3.338.097 4.038.168 4,748.741 5.469.972 6.202.022 6.295.052
%Chan~e 110.9% 37.6% 21.0% 17.6% 15.2%, 13.4% 1.5'}i>
CATV Homes Passed Penetration 25.0% 33.5% 39.9%, 46.2% 52.4% 58.6% 58.6%

Residential Telephony SUMl':ribers 244.653 453.572 663.198 894.416 1.143.143 1.402.63~ 1.619.107
% Change 140.3% 85.4% 46.20,0 34.9% 27.8% 22.7% 15.4%
CATV Homes Passed Penetration 2.5% 4.5% 6.5% 8.7% 11.0% 13.2% 15.1%

Telephony Homes Passed Penetration 10.1% 13.6% 16.4% 18.8% 20.9% 22.6% 25.7%

Residenti.1 Telephony LiMS 334.589 596.200 844.849 1.139.397 1,456.251 1.786.822 2.062.582
% Change 121.90/0 78.2% 41.7% 34.9% 27.8% 22.7% 15.4%
CATV Homes Passed Penetration 3.4% 6.0% 8.3% 11.1% 14.0% 16.Ql'/o 19.2%
Telephony Homes Passed Penetration 13.8% 17.9% 20.9% 24.0% 26.6% 28.8% 32.8%

Residential Revenue S106.1 S207.9 S320.3 S433.7 $549.4 $683.3 $807.3
% Chan~e 146.0% 95.9% 54.0% 35.4% 26.7% 24.4~" 18.2%
As % OfTolal 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Averag.e Revenue per Line $36.64 $37.23 $37.04 $36.42 S35.27 $35.11 $34.95
% Change -4.0% 1.6% -0.5% -1.7% ~3.2% -0.5% .0.5%

Average Revenue per Subscriber S52.03 S50.06 $47.81 S46.40 $44.94 $44.73 $44.53
(l/(lChan~e -10.3% -3.8% -4.5% -3.0% ~3.2% -0.5% -0.5%

TOIal Variable Expenses 64 .• 100.2 148.9 200.2 254.9 3195 378.8
% of Revenue 60.9% 48.2% 46.5% 46.2% 46.4% 46.8% 46.9%

Gross Profit $41.5 S107.7 $171.4 S233.4 S294.4 $363.8 S428.5
% of Revenue 39.1% 51.8% 53.5% 53.8% 53.6% 53.2% 53.1%

TOial Marketing Expense 12.6 16.2 19.0 22.2 24.7 27.Q 27.7
% nfRfOvenu{' 11.9% 7.flO,; ~,Q% ~.I%, 4.~(l/; 4.1"'; 3.4%

Total G&A (other) 29.\ 33.4 485 57.0 60.2 62.0 56.7
% of Revenue 27.4% 16.1% 15.1% 13.1% 11.0% 9.1% 7.0%

Total G & A Employee Expense 16.9 17.4 20.6 23.3 26.4 30.0 33.9
% of Revenue 15.9% 8.4% 6.4% 5.4% 4.8% 4.4% 4.2%

T01.1 Operating Expenses 558.6 $67.0 S88.0 S102.5 SI11.3 $119.9 $118.3
% ofRevenue 55.2% 32.2% 27.5% 23.6% 20.3% 17.5% 14.7%

Rfo5idtnti.l Telephon~' EBITDA (SI7,1) $40,7 583_' S130,9 S183.1 S243,9 S310,1
% Chans:e NM NM 104.9% 57.0% 39,9% 33.2% 27.1%
EBITDA Margin % NM 19.6% 26.00,..., 30.2% 33.3% 35.7% 38.4%

Annual EBITDA pf'r Line f Subscriber (SI00.8) $1165 $149.2 S168.0 S179.7 $191.6 S205.3
% Change NM NM 28.1% 12.6% 7.0% 6.6% 7.1%

£= Morgan Slan/e,1" Research Eslimoles
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Cox Communications
Commercial Telephony Operations, 200D-2006E
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2000

Mlrkeu l..unc:hrd

Switches Instilled

T018'."""_" o.N~1

BU"" BB!td

200IE

""7.7S<!

2002E

""
8.7S<!

2OO)E

"
"....

'004'
"
"10.«17

2005E

"
"12.1»4

"
"

13..280

Year End VGE Cin:lIil~

Avl,!. VGE Circuiu

VGE Circuits Per On-Ntl Building

Rrwnue VGE Circuit/MOIlth

Dat. senlc:f~

AI "I. ofTotal Rrvmue

Dedicatfd Tnllpor1lOtlllr

A5%ofTolil Revenue

"4 Grovoth Ra~

TOUI 0.1. R,vt'_s

AI "4 ofTOIlII Rtvenue

";0 GTOWlh Rf,lf

Y~r~Sv.i~A~LI~

AVi!. Switd!ed Access line!­

Switched Lines Per Bllildil\1:

Rt'verlUe Ae«ss Line'Momh

Sw6le.d AUflI R,vr••

As % ofT0UI1 Rt\'mIlf

% TIke ofLono: DiS! by S....itched Line;

LOllI; DiSlanc:e Revmue per Month'line

1.'*11 Dklantt R,vn_

AI % of101.11 Revmue

Tou, Voke Sn'I"'"

A5%of1013l Revrnue

';~ GTOWIh R.l'

TOla' fI,,,,n.,
%Chanl:>e

Rollin~5·Ye:arrAGR

ReW'llut' per Cullomer

Dati Strviees DiTeCl CO$l~

01" Services Direcl (MUS % Re'

Dedi<:.ted Transpon Direel (-OS\;

Dlta Services D,rtC1 (CI$lI'~ % Re,

Switched Arcess Line DIrect Coset as '~. ReI

Lonp·Disunce DirecI Costs

Lon~-D1i\llnce Dil'td {0$l5 IS "10 orLO ReI

10la1 Direct {()5l"

TOlII Direct CO$IUS % ofOlher ReI

Total Grou Profit

Gross MIll!in ,?"

Sales Ind Market~

% QfRt'l'f't1ut'

Generallnd Admin El\penSf'~

%o!Rn-enur

Tottl Opm11l1~b~

TollllEBITDA

EBITDA%

C'haJllle";"

E= Morgan Slon.ley Reseorch EstlnlQle.\
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1.200.684

855.93~

2"
S5.00

16,22b

17~"

102"1"

S67.58:,,..
83"1,.

52.4Ot>

42.406

"$48,00

25",,,

S50.00

6.24~

S30.b7D

8~.1~"

H''',,,
3.24~

25';.

3.12:

50",;,

17.498

18",,·

8OJ()Q

9.63'

10';,.

32.27t-

41.911

)9.3",,,

92%

1.773.340

L40.L35~

'"$o4.9~

S82..251

D.121

9"1<,

.19"",

oil"",

92.4Ot>

72.4Ot>

I:
$o4UXI

540.·474

28"1<·

20'1"
550.00

6%

59"".

$144.279

47 .5'~"

1.9~4

8.22~

10",;,

2.b24

20'\"

111,1"

4.21~

50';,

25,184

17"".

119.09<

8J'~"

I7JD

12"10­

56.26(1

:19"".

)r.~%

~.100.960

1.937.150

'"$o4.n

S106.137

~"Ao

12.000

....
SII8.m

",.
",.

104.3n

98.364

"
$o4S.00

IIJIl4

$b7,121

SI'!,.2~

28.4"1"

1.1170
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10"",
2.280

I,.:;"
24"".

31.539

17%

153.719

20.J7~

II",.

b6.b9.~

36"1,.

87.071

47"1"

2,230.9114

2.165.96~

'"$04.72

SI22.720

53'''''

12.240

5",,,

SI~.960

",.
116.472

140,397

"
547.5;
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20'1"

SoIS.51

16.019,,.
S96.07'1

snU)9
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5l.3'i"

2,07~
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10"11.

DO:
19"/..

11(.1'::­

24"",

USI

4b",;,
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IS·...

25,414

1l~.

8U2b

106.940

SIJ.ll9
36.1%

2S";J,

2.481.84~

D5l:t.40~

'"$04.7=

12.485

.."",
",

SI45.99~

S2~

",
218.130

197.301

'0
$47,()4

SII 1,384

40'h,

19'''''

SoI8.0:

21.1140

S",.

SI3).224

411~,

39",..

S2'79.219

20.9';"

3'11%

2.247

13.351

10"/"

2,n5

19"".

23"".

9,761

45'}.

SIJM

IS'~"
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82':.,.
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11"1"
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:W"l<.
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22","

:.731544

~.l:tOl:t.69~

'"$04.7:

SI47~4.~

46~

12.734

Slb0.2711

51~

I~.

253.~7

235.7)8

"
546.57

19'''''

SoIB4

$157.070

49''Ii.

''',
5)17,341

13.7'1-.

26.5"",
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Ir".
,1IUl,:

23"1J,

10,97b

43%

58.439

18";,.

258.908

820...

34.908

II,.
IO~jl'l

JJ"J"

140,0427.",
SI JlI.4I1

JD%

16"1"

3J106.7~­

2.8b9.1~1

22~

$04.71

$lb2.23~

4b"~

12.98Q

4~"

2"·"

292.15~

272.7411

$4b,)1

SlSO"~P

IS"",

S47.07

28.4111

S",,,

$179,33­

51",..

14%

S.1~~~

11,7'\"

19.7~"

133:

16.224

10"..-;.

2.371

111%

11.951

42%

l><1.97~

289.5S.1,

82"",

:19.001

11"11.

115.417

33~",

15·UIK

""I,.

SJ3~16~

J8.1%

14%
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Insight Communications (lCCI, $19, Underweight, Industry View: Attractive,
Target $22)

We rate Insight shares Underweight with a 12-month
price target of 522. At current prices. Insight is trading at
15.8 times 2002E EBITDA and 13.5 times 2003E EBITDA
on a proponionate basis. We believe continued interactive
digital and VOD rollouts and basic rate increases are the
key components for accelerated revenue and EBITDA
growth in 2002.

We expect total rt'venue and system-level cash flol"
growth of 12.5-13.0% and 12.5-13.0%, respectively, in
2002. We project total revenue of$790-8oo million and
operating cash flow of $370-380 million. After corporate
overhead expense, we estimate EBITDA growth of 14.0­
14.5%. which excludes one-time charges related to the
@Home transition. The company's guidance on operating
cash flow growth in 2002 is 14-16%.

The acceleration in revenue and EBITDA growth in 2002
versus 2001 is largely due to the rebuild in the Illinois sys­
tems. Insight spent last year rebuilding and upgrading these
systems that were acquired from AT&T in January 2001.
These systems will require another year of rebuilds. As
VOD and telephony are deployed in rebuilt systems. we
estimate that Insight will be able to reach 15-16% EBITDA
growth in 2003 and 2004.

The company made the decision not to market the Insight
Digital product on the Illinois systems until the rebuild was
complete. In addition. the company made the decision not
to implement any Tate increases on any of its systems until
they were completely rebuilt. The rebuilds in the non­
Illinois systems are largely completed and. thus. Insj~ht

indicated that it will implement larger rate increases on
these systems in 2002. We believe rate increases will aver­
age about 5·6% during the year. which compares to an av­
erage of2.4% in 2001. The company wi1l not implement
rate increases on the Illinois systems in 2002 as these sys­
tems are still being rebuilt (represents about 360.000 cus­
tomers).

Digital Video Subscribers

We expect Insight to end 1002 with 280.000-290.000 digi­
tal video subscribers, representing weekly additions of
2.100. This compares to average weekly additions of 2.160
during 4QOI. Over 80% oflnsight digital customers are
Jnsight Digital customers, while the remainder are digital

Broadband Cable Television - April 5. 2002

Please see the important disclosures at the end of this report.

customers inherited through the AT&T systems acquired in
January 2001. Insight should begin marketing its Insight
Digital product to the Illinois systems during 2002. The
company has spent the past year rebuilding and upgrading
these systems in order to otTer its interactive digital product.

Insight ended 2001 with 950.000 VOD-enabled customers.
which represents about 75% of Insight's total customer
base. The company indicated that it would trial S-VOD at
some point during the year. It did not note pricing strate­
gies, but the company did say that it would charge for the
service.

Cable Modem Customers
Insight should add 8.500-9,500 high-speed data customers
during 1002 to end the quaner with 96,000-99.000. In Feb­
ruary 2002, Insight completed the transition from the
@Home network to a backbone managed by AT&T
Broadband. In December 2001. Insight signed an interim
deal with @.Home in which Insight paid $10 million for
continuation of the cable-modem service through the end of
February. During the transition, the company made the
decision to stop marketing the service. Insight cable mo­
dem service is now branded "lnsightBB."

Insight estimates that it will be able to reduce direct costs on
the modem product to about $9 per customer, which com·
pares to the $13 per customer that it paid to @.Home as the
affiliate fee.

Residential Telephony
At the end of2001.Insight had approximately 210.000
homes passed for residential telephony, with 7.500 sub­
scribers. The company has launched the service in Louis­
ville, Kentucky and Evansville. Indiana. and has plans for
launches in Columbus, Ohio, and Lexington, Kentucky.
Unlike residential telephony deployments by other MSOs.
Insight sells local bandwidth to AT&T under the agreement.
Insight does not bear marketing and G&A expenses and
therefore will not experience stan-up losses. However, the

telephony product is offered on a co-branded basis.

Capital Expenditures and Plent Upgredea
Insight ended the year with 79% of its plant (including the
Illinois systems) upgraded for 750 MHz and two-way capa­
bilities. Excluding the Illinois systems, the plant was about
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97% upgraded. The company expects to end 2002 with
99% of Its plant (including the Illinois systems) upgraded
for two-way and 750 MHz.

Broadband Cable Television - April 5. 200:
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We expect lnsight to incur $300 million in capital expendi­
tures in 2002. largely for rebuilds in the JIlinois systems.
telephony deployment. and interactive digital expansion.
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Exhibit 147

Insight Communications
Estimated 2002 Fair Market Value

($ Millions Except 1'," Snare Da,al

Asset Description

Core Cable Television Operation!>

Telephon)

Management Fess

Other Assels

Liberate (883.682 shares)

Total EstirJUlled Assn V.lut

Less:

Debt

Preferred Stock

Minority Interest

Plus:

Cash

Cash from Stock Options

Total Fair Market Value

Class A Shares Outstanding

Class C Shares Outstandin!:!

Stock Options

Total Insi@ht Comm. Shares OUISlanding

Total Fair Markel Value Per Share

Supple",ental Valuation Data

Estimated Asset Value

2002E Cableffelephony EBITDA

Est. Asset Value / Est. 2002E EBITDA

2003E Cableffelephony EBITDA

Est. Assel Value / 2003E EBITDA

2002E Basic Subscribe~

Est. Asset Value per Basic Subscriber

E= Morgan StanJe.r Research Estimates

Broadband Cable Television - Apri/5. 2002

Please see the imponant disclosures at the end of this repon.

National Corporate &:.

Operations Othe, Tala'

55.488.0 S5.488.0

390.1 WO.l

(123.9) (123.9)

5.· 5.•

55,878•• (5117.9) 55,7641.1

2,603.' 274.9 52.878.0

0.0 0.0 0.0

1.637.5 0.0 1.6375

216.6 216.6

0.0 0.0

51,637.5 (5176.2) 51.461.3

50.967 50.967 50.967

10.226 10.226 10.226

4.158 4.158 4.158

65.351 65.351 65.351

525.06 (52.70,1 521.361

Yl1I< WI
55.878.0 (5123.9) 55.754.2

377.0 (16.01 361.0

IS.6x NA 15.9x

435.4 (16.5 ) 418.Y

13.5x NA 13.7x

1,296.537

$4.534
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Exhibil148

Insight Communications
Consolidated Annual Income Statement

I$;n "'i/l",n" 1'1'0 torma With

ATITrallSllclIon
2000 2001 2002E 200JE 2004E 200~[ 2001>E

CABLE
~r"ice R~enue' 667,4 703.9 786.~ 905,9 1,040.1 1.1Q4.0 1J5: 1
Opmmn~h~~ ;\49.: 369.6 "16.~ 488J S64." 648_~ Dt>l

Cable System Cash FIO'o\ 318.: 334J 370':- 417.6 475.7 !>45.f1 blb.O

RESIDENTAL TELEPHONY OPERATIONS

RC'I'C'llu( 00 0.7 .., 21.2 42.9 06.: l\~.:

Operalln!! E:I;pense~ 00 0.7 0.0 3.5 12.: 2J_~ 30,~

Telq)hony {)pt!ranllg (ISh Flov. 0.0 0.1 6.! 17.8 3D.1i. 42 to 57./'.

CORPORATE/Ot....r

Revenue 0.0 0.0 00 0.0 0.0 00 0.0
Operalln!! bpenses 13.8 17.9 16.0 16.5 17.0 17.5 IS.U
Nt! Cash COrpol1llt bpenses lI5.01 ( 17.9) (16.0, (16.S) (17.0) 117.5) C18.01

TOTAL REVENl![ S66'A 570406 S793~ 5'17.1 SUJI3.1 51.160.2 SI .....O...
TOTAL [BITDA 5303.2 SJJ6.4 SJ61.o 5411.9 S419_~ 5570.7 5655.6

~reciali{lr 144.2 178.04 199.0 208.4 210.1 217.t- 12~,1l

[RITA 159.0 138.0 162.0 210.4 279,4 3~3, I 42Q7

Amonizallon 138.0 20~.0 '.0 '.0 '0 '.0 '0
[BIT 21.0 167.01 154.0 202.4 271.4 34~, 1 42U

(ash IlItemt E.xpenst' 187..' 180. \ ISO.: 182.1 177.~ 1695 2047
","oncash Interesl Expense " n.Q )td 40.2 41,1 42.4 0.0

Othc:r incorTlC' 18.: 00 00 0.0 0.0 0.0
Inlercstlncome 34 7.3 7.~ '.1 8.~ '0 9.3

Pret8Jt PrOfil before Equity IncOJlll' ( 167.6) 12~4.6) 1~.61 n 1.71 6U 141, t 226,4
IncorTlC' from £quily Intl:'fnls 00 a.o) 12.0> a.Ol /2.0) 12.0) 11,0)
Minority ImerCSI %.1 14D 20.~ 12.71 (41.1 ) 183.~) 1I2~.3)

PrC18Jt Prof,l 177.~) III ~.3) (36.31 Cl6.S) 18.1 5b.~ 99,0

Tax ProviSion /31.01 146.6) (I]J I GAl 105 25.11 42.1l
Currcntl axc> /15.5) 0.0 (5.71 /3.41 10.~ 25,,," 42.11

l'.et IncollY belore Extraordinary Itcm> /46.5) 168.71 (2~.01 113.1 ) 7.7 307 56.1
tx1T3ord'nary hems lafler-laX) 0.1) /b.ll 0,11 0.0 0.0 00 00
'l'L In"(l111. 14/,.~ 1;4.' 1>(1 1l.~ I . .W' <,
Preterred DividC'nd, (18.71 ( IQ,41 (19.~1 IIQ,6) 119.7) 119.1l1 IIQ.9)

Net IncorTlC' Available 10 Common Shlrcllolclers (M.l) (Q4.2) 144.~1 132,7) 112.0J 105) 36.3

Av~. Basic Shares Oul5tamhn~ ~9.703 60.20: 61,406 65.479 65.7:\4 65.99\ 66.249
Reponed Basic EPS IS 1.09) IS1.57) /SO.73) ISO.SO) (SO.18) SO.17 $0.5~

Av~. Diluted Share>OulSl.&ndl~ ~9.703 60.20: 61,4Ot, 65.479 65.734 65.99) 66.249
Reponed Diluled EPS ISI.09) (SU6) 1$0.731 150.50) ISO.18) SO.!7 SO.~5

blrlordmary lImts per DilUled S"re 50.00 SO. 10 SO.OO 50.00 $0.00 $0.00 $O.OQ
l\;unre<:urring I1C1Tl!i (aller-lax) SO.OO ISO.20) SO.()(I SO.OO $0.00 50.00 $000
Adlusted Diluled EPS ISI.091 IS1.66) IS073' /$0.501 lSO.181 SO.17 SO,5~

Amonizalion per Diluted Share SUb SI.O: SO.04 SO.04 $0,04 SO.04 SO.04
£quity IncOJlll' per Diluted Sharc SO.OO ISO,O)) 1$0.031 (SO.031 lSO.031 lSO.03) ($(1.03)
Diluted Cash £PS SO.Ot> ISO.67) lSO,721 lSO,49) lSO.18) 50.17 50.55

E= MOry!all Sta"lel'" Research Estimates

Broadband Cable Television - April 5. 200:

Please see the important disclosures at the end of this report.
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Extibil149

Insight Communications
Balance Sheet Forecast

BALANCE SHEET ANALYSIS 2000 200' 2002E 200JE 2004[ lOOSE 2OQ6[

Cash & M.rtttabit Securilje~ 61.6 21M 216.6 216.0 210,(' 216.0 .~41_f>

Accounts Receivable 18.: 22.(1 25.ll 30.2 35.: 41.0 40.ll

Olhn' CUJTeTl1 Assel~ 28J 3L:- 3SJ 41.2 48.2 56.1 ""
Tool CurrenT Asset,; 108.0 2709 277.7 288.0 300,0 31:;7 452.:'

Prop.. Plant. & Equip 1.115.3 1.626J 1.822.6 1.893.:" 1.9574 2.030.4 2.101\.1'

Accumulalrd Dtprecialion 294.4 474.:' 382.4 463.:' .'i40,~ 621"; 70:i,1

Net Prop.. Plant. & Equip.lRpll 820,9 I.ISLi 1.440.1 1.430.:- 1.416.~ 1.409.0 1.403!'

lnvestmems in Unconsolidated Inveslmml~ 2.2 0.0 0.0 0.0 D.O 0.0 0,0

Intangible Assets 1.270.0 2.397.1 2.389.1 2.381.1 V73.1 ,2.365.1 2.357.1

Other Assel~ 42.11 47.7 47.7 47,7 47.' 47.7 47.'"

Total Assets 2.244.6 3.867,4 4,154.7 4.147.1 4.137.4 4.13~.~ 4.261,1

Shon-tenn Deb! 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Account Pay.ble 46.::! 67.1 67.6 69.7 70,6 75.<1 79.!'

Other (unent Liabilities 77.4 95.0 95.0 95,0 95.0 95.0 9S,0

Total Current Li.bilities 123.t. 162.1 162.6 164,7 165.(' 170.9 1745

Lon~-lennOebl 1.372.S 2,542.5 2.8711.0 2.867,7 2.791.1 2.663.2 ::!591 ()

Minority ImereSl (47.91 255.9 235.6 238.3 279.4 362.<1 4118.:

Oefened Ta:o:e, 60.S 0.0 0.0 0.0 0.0 0.0 0.0

Other Lilbihl1e~ 194,9 26O,Q 257.5 268.4 285.(' 292.2 303.9

Preferred Equity 0.0 0.0 0.0 00 00 0.0 0.0

Common Equity 5407 (>46,0 621.0 607,C) 6157 646,4 702.h

T01.1 Equity 540,7 646,0 621.0 607,9 615,i 646.4 702,(,

TOIal Liabilities & Equity 2.244.(1 3.8674 4.154.7 4.147,1 4.1374 4.135.5 4.261, !

E= Morgan Stanley Research Estimole.,

l:iroadhand Cable Television - April 5, 200]
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E:w:hibit 151

Insight Communications
Revenue and Operating Cash Flow Comparison, Quarterly

fSMil/itm.lj

2001 2002[

10 20 30 40 10E 20E 30E: 4Ql-
C.bIlrrrlr~p"on", K",e••

Analog 5152.8 $155.3 5155.2 5157.7 5158.9 SIC>6.D SIM.t> SI67._~

Dit;!iUlI Cabk 9.5 11.6 12.1 14.0 15.6 17.1 18.t> 20.~

Cable Modem 6.5 8.5 9.9 11.0 10.9 12.~ '" II\.':'

Total Cable TelevisIOn Revmue S168.7 $17S ..' 5177.1 5182.7 5185.4 SI95.~ SI99.~ S20t0.~

Telephon~ 0.0 0.0 01 0.' 1.0 I.' 2J1 Vl
TDial C.bltrrrlrpholly Rev...., 5168.7 5175.3 SI77.4 $183.1 Sl864 5197.: 520\'11 S201i_~

1O.5'~" 12.5'\" 13.6"". D,7':"

C.b..·rrtltphon~·Gross Profit

AnalO!! 5104.6 $107.5 5107.6 $109.7 $106.5 $113.0 5112.4 SID.-
Digital uble ,., '.9 7J 8.' 9.' 10.: 11.1 12.2

Cable Modem 43 H 6.~ 6.' ., 8.:- 10.7 lJ'l
Total Cable Television Gmss Profil 5114.7 S120.0 Sl21.4 5124.8 S122.5 5131.1;1 SI~.2 5139,1'
Telqlhon~ 0.0 0.0 0.1 05 1.0 1.7 2.0 20

To••1C.btefhlt'pltony Gros, Profit $114.7 $120.0 $121.7 $1251 $123.5 $133.(1 SIJ6.J $141.1'
Gross Profit Mal'J,!in 67.CW. 68.S~" 68.6·,,, 68.4",;" 66.3"'" 67.7"", 67.M.. 681'~,.

ClbltlTrltpho.~· £BI1Do4.

Corr Cablt Ttltvision EBITDA 79.3 81.0 84.1 89.8 85.0 90.'7 94.7 99-')

Video/Dala SUinup Losses 0.0 0.0 O.U 0.0 0.0 0.0 O.U 0.0
Ttlrphon)' EBITDA 0.0 0.0 00 0.0 1.0 I.i 2.0 2.0
TO'11 Clblerrtwplton)' EBITDA 793 8J.O ...., 89.9 86M 92A ..., 101.9

8.4~" 14.0·,,, 14.~" ]]4':"

Ciblerrrirptioly EBITDA

Tolal Cable Mal'J,!ins excl. Teltphony 47.~G 46.2% 47.5·,,, 49.2~" 4S.8~" 46.4'\" 47,4'~" 48,4'\.
Ttlrphony Mal'J,!ins O.M" 0.0% 'M NM 99."·,.. 99."'~" 99,"'~ .. 99,4'\,.
TOIII Cabltrrtltphon)' M.r,"" 47.0':-. 46.2~" 47,4",,, 49,1·,;. 4b.I~" 46.8'~" 48.0",,, 48.9'~"

CorponttlOthrr

Rtvmue 00 0.0 0.0 0.0 0.0 O.U 00 00
EBITDA (4.3) (3.9) (4,0, (9.S) (4.0) 14.01 (4.01 (4,01

T0111 Rtvtnut' $168.7 $17S.J SI774 S183,1 $186.4 $197.2 $201.(> S208.J
%GrowIh NA NA NA NA 10.S·/;, 12.S~i, 13.6% 1),7'\"
To.al EBITDA (Opentina C.,b Ftow) 7S.0 77.1 80.1 80.4 82.0 88.4 92.' 97.9
"/;, Growth NA NA NA NA 9,:\"/0 14.6'1" IS."'''' 21.9·",
EBITDA Mal'J!in~ 44.s~" 44.0·,,, 4S.2'~ .. 43,~;, 44.0",;, 44.8"", 46,0",,, 47.M"

Mor\!lI/I .~/lIIl/('l I<t'S('(Wc/l [,1'1I11I(1/,"

Broadband Cable Television - April 5, 200J
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Exhibil152

Insight Communications
Revenue and Operating Cash Flow Comparisons, 2000-2006E

(5 Millions)

ProForma

2000 2001 2002E 2003E 2004E 200SE 2006E

Cablrrrriephon,· R"venut

Anal~ $638.4 $620.9 $657.8 5697.9 $744.7 5801.0 $860.:
Dignal Cable l3.t! 47.1 71.5 1023 138,(' 180.7 ~195

Cable Modem 15.4 3H 57.4 105.7 156.9 2123 27::5

Total Cable Television Revenue 5667.4 $703.9 5786.8 S90S.Q $1.040.\ Sl.194.0 SUS::.l

Telephon, 0.0 O.~ 6.1 21.2 42.9 66.2 88.2

Tolal Cablerrelrphony Renn." 5667.4 $704.f> $793.5 $927.1 S1.083.1 S 1.260.2 $1.440.4

7.6% 5.(1)" 12.6% 16.8% 16.8"" 16.4% 14..'\~,

CablefTelephony GrolS ProOt

Analog 5463.2 5429.4 S44S.6 5469.6 $496.!' 5528.7 $562.1

Digital Cable 8.6 283 42.9 59.9 80.4 103.9 125.1
Cable Modem 5.7 23.' 39.9 75.1 111.1 150.1 192.5

Total Cable Television Gross Profit $477.6 $480.9 5528.4 $604.5 $688.J $782.7 $879.7

Telephony 0.0 0.'7 6.8 2 I.:! 42.9 66.2 88.:::

Tolal Cabltn-eltpbon~Grou Profi1 S477.fl S481.fl $535.2 $625.7 $731.::: $848.9 S968.0

Gross Profit Margin 71.6% 68.40,." 67.4% 67.5% 67.5% 67.4% 67.2%

Cableffeltpttony EBITDA

Core Cable Television EBITDA 318.2 334.3 370.3 417.6 475.7 545.6 6](1.(J

Video/Dala SunupLo~ 0.0 0.0 0.0 0.0 0.0 0.0 O.{1
Telephony EBITDA O.ll 0.1 6.7 17.1' 30.1' 42.('- 57.(,

Total Cableffelephony EBlTDA 318.2 334_1 377.0 43!i.4 !i06~ !i88.2 673.6

9.0% 5.1% 12.8% 15.50,.., 16.30,.., 16.1% 14.5'}"

Cablerrelephon~' EHITDA

Total Cable Margins exc!. Telephon~ 47.7"1" 47.5% 47.1% 46.1% 45.7,}" 45.7% 45.60,."
Telephony Margins 8.0'% 99.4% 83.7% 71.7"1" 64.1% 65.2%
Tolal Cableffelephon~'Margins 47.7''1<, 47.5~" 47.5% 47.M" 46.80,." 4(,.7% 46.8"1"

Corporale/O1Mr

Revenue 0.0 0.0 0.0 0.0 0.0 0.0 0.0
ESIlDA (l5.Q) (17.9) (16.0) (16.5) (J 7.0) 117.5) fIS.O)

T ofal Revenltf $667.4 $704.{' $793.5 $927.1 S1.083.1 S 1.260.2 S1.440.4
"" l,nl\\11 -~.(" , 12.(,' . lh.l" . I /l_~' !t>,4':, 14.V:.
10lal EBITDA (Operalin~Cash Bow) 303.2 316.4 361.0 418.<; 4K95 570.7 655.(,
% GroWfh 4.4"t" 14.1% 16,0% 16.9'l-i, 16.6% 14.9"/0
EBITDA Margins 44.9'};, 45.5% 45.2% 45.2'1-;, 45.3% 45.5"1;,

NOIe: JQ()J adjusted 10 reflect consolidation orGreenwood Syslems (which Insight acqllired in mid.january· ]fJOJJ.!or the en/ire quane,-

E= Morgan SlQnJe.l' Research Est;mote~

Broadband Cable Television - April 5. ]00]
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Exhibit 153

Insight Communications
Consolidatad Cable Television Operations, Quarterly

($ mil/ions. except p!'r-share dOIOI

2001 - WnhAT&T 2oo2E
10 20 30 40 JQE 20E 30E 40J

Hom" PasHd 2.1 ;'b.OOO 2.Jbb.OOO 2.181.000 2.200.800 2.209.05.3 2.217.30b 2.225.55Q :.2J:U;I:
% Change 2.1% 1.9% 2.4% 3.20;;, 2.4% 2.4% 2.0'% 15°,,·

Ibsic Subscribers 1.284.900 1.270.100 1.275.500 1.283.700 1.288.835 1.290.119 1.291.402 1.29().5~-

% Change .(J.3~" -O.4'}~ 0.1% 0.4% O.3e
/l' 1.6'}" 1.20",. 1.0':,

Homes Passed Penetration 59.50,.'0 58.6% 58.5% 58.3% 58.3% 58.2% 58.()G/o 5NOo".

Prrmium Subscription" 750.382 741.738 744.892 749.681 n4,377 755.128 755.880 758.88."
% Chang.e -21.2% -20.6%, -19.7% -19.3% 0.5% 1.8% I.S'}" 1.2",,,
Basic Susbcriber Penetralion 58.40,.0 58.40;0 58.4% 58.4% 58.5% 58.5% 58.S'}" 58.5')"

Digital SUbscrip1toDS 182.900 201.200 229.600 257.700 285.000 308.400 337.000 370.041
%Chan~e 158.0% 128.4% 88.2% 69.4% 55.8% 53.3% 46.8% 4J.6~"

Homes Passed Penetration 8.5% 9.J'}~ 10.5% 11.7% 12.9'}o 13.9% 15.!'}" 16.(,~"

Basic Susbcriber Penetration 14.2% 15.8% 18.0% 20.1% 22.1% 23.1)O{0 26.1% 28.5'}"
Premium Subscriber Penetration 24.4% 27.1'},. 30.8% 34.4% 37.8% 40.8% 44.6% 48.80".

HSCDS SubKribrn 63.300 73.300 84.900 88.100 97.200 113.450 142.050 170.650
% Change 241.2% 160.2"t~ 116.6% 70. IDiu 53.6% 54.8% 67.3% 9:1.7'>'"
Homes Passed Penetration 2.9% 3.40,,, 3.9% 4.0% 4.40;" 5.1% 6.4% 7.6~"

Basic Susbcriber Penetration 4.9% 5.8c,.0 6.7% 6.9% 7.5% 8.8% 11.0c't.. 13.2~"

Monthly Reg. Rev. per Basic Sub $30.80 $31.07 $31.50 $31.68 $32.3(, $33.1(, 533. j{, S]3.I{,
% Change ·1.0% ..0.1% 1.3% 1.9% 5.1% 6.7% 5.3% 4,7°/"

Monthly Reg. & Unreg. Rev. per Basic Sub. 539.73 S40.5~ $40.64 541.07 $41.1 Q $42.90 $42.77 S4:UO
% Change .4.2% -2.1)O{~ -3.6% ·2.1% 3.7% 5.9% 5.2% 4.1)<'/"

Monthly Digital Video Rev. per Dig.ilal Sub. $18.7!l. 520.07 $18.70 $19.D SI9.1t< $19.16 $19.16 $19.1(,
% Change 68.7% 89.10{" 57.8% 46.7% 2.1% .4.5% 2.5'},. 0.2°/"

Monthly HSCDS Rev. per HSCDS Sub 37.51 41.:\4 41.56 42.45 39.14 39.57 40.10 39.7'>
% Chang.e 12.3,}o -1.80,.0 ·9.0% -15.8% 4.3% -4.3% -.1.5% -63'h

Regulated Analog Revenue!' $118.4 $119.1 5120.3 $121.6 $124.9 $ 128.3 $128.4 $128.7
% Change ~.90/" D.3'h. 1.8% 2.80/" 5.4"1" 7.7% 6.80;" 5.8°,,·

Premium and Non-regulaled Revenues 34.4 36.2 34.9 36.1 H.I 37.7 37.2 38.CJ
% Change -13.8% ·10.8% -16.8% -12.8% ~.8% 4.1% 6.5% 7.0%

Diglial Video Revenues 9.5 II.{) 12.1 14.0 15.6 17.1 18.() 20':;
% Change 254.6% 309.7°/0 245.5% 202.60;,. 64.2c,.;, 47.5% 53.5°;', 45.40,';,

HSCDS Revenue~ 65 R.~ 9.9 11.0 10.9 12.5 15.4 IR.7
'i"Chal1!!c 21':.3'" J ~ I ,{I'" 12<dl",,, 93.0';, hIUI'" 47.6';" :'i5.H~, 11'1,4'"

Total Rnenut 5168.7 5175.3 5177.1 5181.7 5185.4 5195.5 5199.5 5106.~

% Chanp:e 4.4% 6,4";" 5.1% 5.1)0;', 9.9% 11.5% 12.6% 12.9'}"

E:< MOf}:Qn Stanley Research Esrimoles

Broadband Cable Television - ApriJ 5, 2001
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Exhibtl154

Insight Communications
Consolidated Cable Television Operations, Quarterly (continued)

($ millions. excepl per-share dalo;

2001. With AT&T lOOlE
10 10 30 40 IOE 20E 30E 40E

Total Rrv~nut' SI68.; $175_' 5177.1 $182.7 5185.4 5195.5- 5199.5- 5206_'
'% Change 4.4'% 6.4% 5.1% 5.9% 9.9% 11.50,,0 12.M" 12.9~o

Analog Programming COSt~ $48.1 $47.8 $47.6 $48.0 552.4 552.9 S5J.~ S5J.fJ
%ofTotal Analog Revenue 285ll-, :2 7.3% 26.9% 26.3"1u 28.3% 27.1°/,. 26.7°{" 26.0°".

Digital Prog. & DIrect Costs 3.8 4.0 4.8 5.0 6.2 6'- 7.4 8.1
% ofTotal Digital Revenue 40.0% 40.0";0 40.0% 40.0'}v 40.0"/i> 40.00/0 40.00,,, 4o.0'h

HSCDS Direct Operating Cost~ 2.1 1.9 3.3 4.3 4.2 3.8 4.7 4.\';

%ofTotal HSCDS Revenue 33.1 0,.;, 33.6% 33.7% 39.4'';" 38.8% 30.7% 30.3";" 25.8";"
Total Programminl! and Direc:1 Costs 54.1 55.3 55.7 57.9 62.9 63.6 65 ..' 665

% of Total Rt\'enue 32.1% 31.5% 31.5% 31.7% 33.90;0 32.5'h, 32.70"b 32.2~{\

Anal~ Service Gross Profit 104.6 107.5 107.6 109.7 106.5 113.0 112.4 113.7
% afTotal Analog Revenue 68.5% 69.2% 69.3% 69.6% 67.0% 68.1% 67.9°/" 6g.()O/"

Digital Service Gross Profit 5.7 6.9 7.3 8.4 9.4 10.2 11.1 12.2
% ofTotal Digital Revenue 60.0% 60.0% 60.0% 60.0% 60.0% 60.01% 60.0%, 60.0%

HSCDS Gross Profil 4 ... 5.6 6.5 6.7 6.7 8.7 10.7 13.9
%ofTotal HSCDS Revenue 66.9% 66.4% 663% 6O.6o"i. 61.2% 69.3% 69.7% 74.2%

Total Gross Profit 114.7 120.0 121.4 124.8 122.5 131.9 134.2 139.8
% of Tolal Rnenuf' 67.90/0 68.~0/o 68.5% 68.3% 66.1·/0 67.5% 67.3-/0 67.8%
% Change 39.7'% 39.8% 40.1% 39.0%, 6.0% 11.8~b II.I'}" 13.5'70,

O1her Operating Costs 19.0 19.7 18.9 17.'- 18,7 20.t> 21.1 20.~

%, ofTotal Revenues 11.3% 11.20"b 10.7% 9.5% 10.1% 10.60
/" IO.M·,· 9.8'}"

Marketing Cost.!> 3.0 3.~ 1.8 1.6 3.3 35 3.2 3.~

% ofTotal Revenues 1.80;" 1.8'}" 1.6%, 1.4% 1.8% 1.8\';;, 1.6°/" 1.7%

Gen. & Admin. Costs 13,3 16.2 15.~ 15.1 15.4 17.0 15... 16.2
% or Total Revenues 7.9°/.. 9.2% 8.8% 8.3'J.o 8.3% 8.70;0 7.70"" 7.8%

Opentlnl! COSh 89.4 1;14.3 93.0 92.9 100.4 104.8 104.9 1Ot>.4
% of Revenue~ 53.0";" 53.8% 52.5°/0 50.8'J... 54.2% 53.6°/0 52.6°/" 51.6%

[BITDA (SY!lIem Cash Flow) $79_' S81.t.I SlW.J 589.8 58~.O 590.7 594.7 599.9
Operatlnl! Ma,.,in 47.0% 46.2% 47.5% 49.2% 45.8% 46.40;" 47.4°;', 48.4'%
% Change 6.2~" 2.6% 4.Jo"b 7.0% 7.2% 11.9% 12.5% 11.20;"

f = MOrylon Stan/r1" /(.rJ('ar,h EHimm(',
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Exhibil155
Insight Communications
Consolidated Cable Television Operations, 2000·2006E

{S mi/liom. except per-shore dOlO, rro forma with
AIT TransaClloo

2000 200lE 2002E 2003E 2004£ 2005E 2006E
Homes Paned 2.133.300 2.200.800 2.233.812 2.267.319 2.301.329 2.335.849 2.370.887
% Chan~e 2.4% 3.2% 1.5% 1.5% 1.5% 1.5% 1.5%

Basic:: Subscribers 1.278.500 1,283.700 1,296,537 1.309.000 1.321.000 1.333.000 1.345.000
% Chan!!e 0.5% 0.4% 1.0% 1.0% 0.90/0 0.9% 0.911/0

Homes Passed Penetration 59.9% 58.3% 58.0% 57.7% 57.4% 57.1%, 56.7%

Premium Subscription!> 928.600 749.681 758.885 761.766 767,936 774.723 773.820
% Change ·1.8% -19.3% 1.2% 0.4% 0.8% 0.9"/0 -0.1%
Basic Susbcriber Penetration 72.6% 58.4% 58.5% 58.2% 58.1% 58.1% 57.5%

Di,ilal Suburiplions 152.100 257.700 370.041 493.853 642.175 795.902 899.727
% Chanpe 87.3% 69.4% 43.6% 33.5% 30.0% 23.9% 13.0%
Homes Passed Penetration 7.1% 11.7% 16.6% 21.8% 27.9% 34.1% 37.9%
Basic Susbcriber Penetration 11.9% 20.1% 28.5% 37.7% 48.6% 59.7% 66.9%.
Premium Subscriber Penetrallon 16.4% 34.4% 48.8% 64.8% 83.6% 102.7% 1163%

HSCDS Subscribers 51.800 88.1 00 170.650 281.734 401.665 531.674 673.186
% Chanile 564.1% 70.1% 93.7% 65.1% 42.6% 32.4% 26.6%
Homes Passed Penetration 2.4% 4.0%, 7.6% 12.4% 17.5% 22.8% 28.4%
Basic Susbcriber Penetration 4.1% 6.9%. 13.2% 21.5% 30.4% 39.9% 50.1%

Monthly Reg. Rev. per Basic Sub. 531.10 $31.20 532.96 $3434 535.88 537.50 S39.1fl.
% Change 6.8% 0.5% 5.4% 4.2% 4.5% 4.5% 4.5,}o

Monthly Reg. & Unreg. Rev. per Basic Sub. $41.8?- $40.49 $42.49 $44.64 $47.IQ 550.30 $53.5?-
% Change 4.8% ·3.2% 4.9% 5.1% 5.7% 6.6% 6.4%

Momhly Digital Video Rev. per Digital Sub. $11.78 $1Q.17 $18.99 519.74 $20.33 $20.Q4 521.57
% Change ·17.0% 62.7% -0.9% 3.9% 3.0% 3.0% 3.0%

Monthly HSCDS Rev, per HSCDS Sub. 44.21 42.68 36.98 38.94 38.26 37.91 37.69
% Change 49.2% -3.5% -13.3% 53% -1.7% -0.9% ·0.6%

Regulated Analog Revenues $474.6 $479.4 5510.3 $536.9 $566.2 5597.1 $629.0
% Change 7.1% 1.0% 6.4% 5.2% 5.5% 5.5% 5.4%

Premium and Non-regulated Revenues 163.8 141.5 147.5 161.0 178.5 203.9 230.6
% Change -0.3% ·13.6% 4.2% 9.1% 10.9% 14.2% 13.1%.

Diglial Video Revenues 13.6 47.1 71.5 102.3 138.6 180.7 219.5
% Change 0.0% 246.0% 51.8% 43.0% 35.4% 30.4% 21.4%

HSCOS Revenue~ 15.4 35.11 57.4 105.7 156,Q 21:2.:' 272.5
% Change 0.0% 132.1';", 60.3% 84.1% 48.4% 353°/" 28.4%

T01.1 Rennue $667." 5703.9 5786.8 5905.9 $1.040.1 $1.19-4.0 $1 ..152.1
% Change 7.6% 5.5% 11.8% 15.1% 14.8% 14.8% 13.2%

E; Morgan SlanJey Research Estimates
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Exhibit 156

Insight Communications
Consolidated Cable Television Operations, 2000·2006E (continued)

IS miJIiom. except per.shore dOlO) f'r" l-onna with

AIT Transaetlon
2000 200lE 2001E 2003E 2004£ 2005E 2006E

10tal R~"~nu(' S667.4 5703.9 $786.8 5905.9 $I,tWO.l 51.194.0 $1.352.1

% Change 7.6% 5.5% 11.8% 15.1% 14.8% 14.8% 13.2°;0

Analog Programming COSl~ 175.2 191.5 212.2 2283 247.Q 272.3 298.1
%ofT01al Analo~ Revenue 27.4°;(, 27.2% 27.0% 25.2°'0 23.8% 22.8% 22.00""

Digital Prop.. & Direc1 Costs 5.0 18.9 28.6 42.5 58.2 76.8 94.4

%ofT01al Digilal Revenue 36.8% 40.0% 40.0% 41.5% 42.0% 42.5% 43.00;0
HSCDS Direct Operating Costs 9.7 12.6 17.5 30.6 45.8 62.1 79,9

%ofTolal HSCDS Revenue 62.8% 35.3% 30.5% 29.0010 29.2% 29.3% 29.3%
Total Progummin, and Dire(f COltii 189.9 223.0 258.3 301.4 351.9 411.3 472.4

-;. ofTota' Re\'t'nut" 18.4"1, 31.7';, 31.8'/, 33.3';' 33.8"1. 34.4"1, 3-4.9·;.

Analog Servi~ Gross Profie 4632 429.4 445.6 469.6 496.8 528.7 562.1
% ofTotal AnalO@.Revenue 72.6% 69.2% 67.7% 67.3% 66.7% 66.0% 653~{)

Dig.ital Service Gross Profit 8.6 28.3 42.9 59.9 80.4 103.9 125.1
% ofTotal Di~ital Revenue 63.2% 60.0% 60.0% 58.5% 58.0% 57.5% 57.0%

HSCDS Gross ProfJl 5.7 23.2 39.9 75.1 111.1 150.1 1925
% oftotal HSCDS Revenue NA 64.7% 69.5% 71.0% 70.8% 70.7% 70.7~o

T01.1 GroiS Profit 477.6 480.9 528.4 604.~ 688.3 782.7 879.7
% ofTo1.1 R... ,·t'nut' 71.6-;_ 68.3-;' 67.2-;. 66.7-/_ 66.2-;' 65.6% 65.1-/_
%Chan!!!t' 1.6% 0.7% 9.94'10 14.4% 13.l)O/o 13.7% 12.4~{)

Other Operaling COSIS 66.0 74.9 80.7 94.1 106.2 119.4 134.1
%of10tal Revenues 10.0% 10.6% 10.3% 10.4% 10.2% 10.0% 9.9%

MarkC1ing COSI~ 18.0 11.6 13.6 18.1 21.0 24.4 27.9
%of10tal Revenue~ 2.7% 1.6% 1.7% 2.0% 2.0% 2.0% 2.1%,

Gen. & Admin. Cost!' 74.7 60.0 63.9 74.7 853 93.4 101.7
%of101al Revenues 11.2% 8.5% 8.1% 8.2% 8.2% 7.8% 7.5%

Oper.tin5!: COSh $349.= $369.6 $416.5 $488.~ SS64.4 $648.3 $736.1
% of Revenue!> 52.3% 52.5% 52.94'/0 53.9% 54.3% 54.3% 54.4%

EBITDA (S~·st...m C.sh Flow) 5318.2 $334.3 $370.3 5417.11 5475.7 SS4S.6 $616.0
Oper.1ing M.....in 47.7-;_ 47.5-/. 47.1-;_ 46.1-/_ 45.7-;_ 45.7% 45.6-;.
% Change 9.0%, 5.1% 10.8~(, 12.8% 13.9% 14.7% 12.9%

L= Morg(/!/ SlIlIlil',. 1<.('.1/'(1/"1'11 1:..1/1111(,//('\
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The following analysts. strategists. or research associates (or members oftheir household) own securities in a company that
they cover or recommend in this repon: Megan Lynch - Disney. Benjamin Swinburne - AT&T. Disney.

The informatIon and opinions in this repon \n:le prepared by Morgan Stanley & Co. Incorporated ("'Morgan Stanley"). Morgan Stanley has
no obligation to tell you when opinions 01 mfonnation in this repon change. Morgan Stanley and its affiliate companies are involved in many
businesses that may relate 10 companies mentioned in this repon. These businesses include market making and specialized trading. risk arbi­
trage and other proprietary trading. fund mana~ement. investment services and investment banking.

This report is based on public information. Mor~an Stanley makes every effon to use reliable. comprehensive infonnation. but we make no
representation that it is accurate or complete. We are not offering to buy or sen the securities mentioned or soliciting an otTer to buy or sell
them.

Within the last three years. Morgan Stanley. Morgan Stanley OW Inc. and/or their affiliate companies mana~ed or co-managed a public of·
fering of the securities of AT&T. Adelphia Communications. Cablevislon Systems. Chaner Communications. Comcast Corporation. Cox
Communications. and Insight Communications.

Morgan Stanley. Morgan Stanley OW Inc. and/or their affiliate companies make a market in the securities of AOL Time Warner. AT&T.
Chaner Communications, Comcast Corporation. and Insight Communications.

An employee or director of Morgan Stanley, Morgan Stanley OW Inc. and/or their affiliate companies is a director of AOL Time Warner.

Morgan Stanley. Morgan Stanley DW Inc., affiliate companies. and/or their employees may have an investment in securities and derivatives
of securities of companies mentioned in this repan. These derivatives may be issued by Morgan Stanley or others associated with it.

The securities discussed in this repan may not be suitable for all investors. Investors must make their own investment decisions based on
their own investment objectives and financial position. Morgan Stanley recommends that investors independently evaluate each issuer. secu­
rity or instrument discussed. and use any independent advisers they believe necessary. The value of and income from your investment may
vary because ofchan~es in interest rates or foreign exchange rates. changes in the price of securities or other indexes in the securities markets.
changes in operational or financial conditions ofcompanies and other factors. There may be time limitations on the exercise ofoptions or
other rights In your securities transactions. Past perfonnance is not necessarily a guide to future performance.

This publication is disseminated in Japan by Morgan Stanley Japan Limited and/or MOl'{Zan Stanley Nippon Securities Limited: in Singapore
by Morgan Stanley Dean Winer Asia (Singapore) Pte., regulated by the Monetary Authority of Singapore; in Australia by Morgan Stanley
Dean Witter Australia Limited A.S.N. 67 003 734 576. a licensed dealer, which accepts responsibility for its contents; in cenain provinces of
Canada by Morgan Stanley Canada Limited. which has approved of, and has agreed to lake responsibility for, the contents of this publication
in Canada: in Spain by MOTgBn Stanley, S.V., S.A.. a Morgan Stanley group company. which is supervised by the Spanish Securities Markets
Commission (CNMV) and slates that this document has been written and distribuled in accordance with the rules of conduct applicable to
financial research as established under Spanish regulations: in the United States by Morgan Stanley & Co. Incorporated and Morgan Stanley
OW Inc .. which accept responsibility for its contents; and in the United Kingdom, this publication is approved by Morgan Stanley & Co.
International Limited, solely for the purposes of section 21 of the Financial Services and Markets Act 2000. Private U.K. investors should
obtain the advice of their Morgan Stanley & Co. International Limited representative about the investments concerned.

This repon may not be sold or redistributed without the written consent of Morgan Stanley Dean Witter & Co. Morgan Stanley is a service
mark of Morgan Stanley Dean Winer & Co.

Additional information on rftommended securities is available on request.
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MorganStanley

The Americas

1585 Broadwa~

New York. NY 10036-8293
United State!'
Tel: +1 (1)2127614000

ANALYST STOCK RATINGS

Europe

25 Cabot Square. Canary Wharf
London E14 4QA
United KinFdnm
Tel: +44101':':'" 7513 8000

Japen

20-3. Ebisu 4-chome
Shibuya-ku.
Tokyo 150-6008. Japan
Tel: +81 (0)35424 SOOO

AslaIPlctftc

Three Exchanee Square
Central
Hong Kong
Tel: +852 2848 5200

Overweight (0). The stock's total return is expected to exceed the average total return of the analyst's indusny (or industry team's) covera~e
universe, on a risk-adjusted basis. over the next 12-18 months.

Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's)
coverage universe, on a risk-adjusted basis. over the next 12·18 months.

Underweight (U). The stock's total return is expected to be below the average total return ofthe analyst's industry (or industry team's) cover·
age universe. on a risk-adjusted basis, over the next J2- I8 months.

More volatile (V). We estimate that this stock has more than a 25% chance ofa price move (up or down) of more than 25% in a month, based
on a quantitative assessment of historical data. or in the analyst's view. 1t is likely to become materially more volatile over the next )- t2
months compared with the past three years. Stocks with less than one year of trading history are automatically rated as more volatile (unless
otherwise noted). We note that securities that we do not currently consider "more volatile" can still perform in that manner.

ANALYST INDUSTRY VIEWS

Attractive (A). The analyst expects the performance ofhis or her industry coverage universe to be attractive vs. the relevant broad market
benchmark over the next 12-18 months.

In-Line (l). The analyst expects the perfonnance ofhis or her industry coverage universe to be in line with the relevant broad market bench­
mark over the next 12-18 months.

Cautious (C). The analyst views the performance of his or her industry coverage universe with caution vs. the relevant broad market bench­
mark over the next 12-18 months.
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