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City: Coudersport
Revenue begins: 9/97

Balance Sheet @ 12/31/97:

Cash 50,000
A/R trade 55,817

Property, Plant, & Equipment 2,379,424
Accum Dep {158,628)
PP & E, Net 2,220,796
Intangible (Pre-Operating) 386,193
Accum Amort, (25.746)
Intangible, net 360,447
Total Assets 2,687,060
A/P trade 462,906
Partner Capital 3,407,611

Retained Earnings {24,533)
Net Income (Loss) (1,158,524)
Total Liab. & Capital 2,687,060

Income Statement FYE 12/31/97:
Revenue: 139,542

Operating Expense:

Technical 242,406
Marketing 26,078
Sales 344,005
General & Admin 501,603
Total Cperating Exp. 1,114,092
Operating Income (974,550}
Depreciation - ' 158,628
Amortization 25746
Net Income (1,158,924)
Assumptions:

a/r trade - dec 97 revenue

a/p trade - 1 qfr ppe + dec 97 op exp.

pre-op deferral @12/31/87 is all fech & 50% g/a expense through lit date, excluding mgmt fees
dep - most switch equipment is ELO, or Syr life.

amort - deferral /60 * months lit in 1987
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PART I

ITEM 1. BUSENESS
(Dollars in thousands, except per share amounts)

Inrroduction

Adelphia Communications Corporation ("Adelphia” and, collectively with its subsidiaries, the
"Company"} is the seventh largest cable television operator in the Unitad States. As of March 3 1. 1996, cable
systems owned or managed by the Company (the "Systems”) in the aggregate passed 2.479.420 homes and
served 1,732,636 basic subscribers who subscribed for 882,808 premium service units.

The Company's owned cable systems (the "Company Systems") are located in ten states and are
organized into seven regional clusters: Western New York, Virginia, Western Pennsyvivania, New England,
Eastern Pennsylvania, Ohio and Coastal New Jersey. The Company Systems are located primarily in suburban
areas of large and medium-sized cities within the 30 largest television markets ("areas of dominant influence” or
"ADIs." as measured by The Arbitron Company). At March 31, 1996, the Company Systems passed 1,422,077
homes and served 1,039,704 basic subscribers and 549,084 premium service units.

The Company owns a 30% voting interest and non-voting preferred limited partnership interests
entitling the Company 10 2 16.5% priority rerumn in Olympus Communications, L.P. ("Olympus"). Olympus is a
joint venture which owns cable systems (the "Olympus Systems"”) located in some of the fastest growing areas
of Florida. The Olympus Systems in Florida form a substantiai part of an eighth regional cluser, Southeastern
Florida. The Company is the managing general parmer of Olympus. As of March 31, 1996, the Olympus
Systems passed 631,602 homes and served 303,901 basic subscribers and 200,319 premium service units, See
"Management's Discussion and Analysis of Firancial Condition and Results of Operations - Olympus."

The Company aiso provides, for a fee, management and consulting services to certain partnerships and
corporations (the "Managed Parmerships”). John J. Rigas and certain members of his immediate family,
including entities they own or control (collectively, the "Rigas Family") have substantial ownership interests in
the Managed Partnerships. As of March 31, 1996, cable systems (the "Managed Systems") owned by the
Managed Partnerships passed 425,741 homes and served 309.031 basic subscribers and 133,405 premium
service units.

John J. Rigas, the Chairman, President, Chief Executive Officer and majority stockholder of Adelphia,
is a pioneer in the cable television industry, having built his first system in 1932 in Coudersport, Pennsylvania.
Adeiphia was incorporated in Delaware on July 1, 1986 for the purpose of reorganizing five cable television
companies, then principally owned by the Rigas Family, into a holding company structure in connection with
the initial public offering of its Class A Common Stock, 5.01 par vaiue. Prior to 1982, the Company grew
principally by obtaining municipal cable television franchises to construct new cable television systems. Since
1982, the Company has grown principally by acquiring and developing existing cable systems. The Company's
operations consist of providing telecommunications services primarily over its broadband networks. The
Company did not have any material foreign operations or foreign sales in the year ended March 31, 1996,

Unless otherwise stated, the information contained in this Annual Report on Form 10-K is as of March
31, 1996. This Form 10-K, including Management's Discussion and Analysis of Financial Condition and
Results of Operations, contains certain statements of a forward looking nature relating to future events or the
future financial performance of the Company which are forward looking statements under Section 2| E of the
Securities Exchange Act of 1934. Persons reading this Form 10-K are cautioned that such statements are only
predictions and that acrual events or results may differ materiatly. In evaluating such statements, readers should
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specifically consider the various factors identified in this Form 10-K. which could cause actual events or resuits
to differ materially from those indicated by such forward looking statements.

I'ideo Services

Cable television syvstems receive a variety of television. radio and data signals transmitted to receiving
sites ("headends”) by wayv of off-air antennas, microwave relay systems and satellite earth stations. Signals are
ihen modulated, amplified and distributed primarily through coaxiai and fiber optic cable to subscribers. who
pay fees for the service. Cable television svstems are generally constructed and operated pursuant to
non-exclusive franchises awarded by state or local government authorities for specified periods of time.

Cable television systems ryvpically offer subscribers a package of basic video services consisting of
local and distant tefevision broadcast signals, satellite-delivered non-broadcast channels (which offer
programming such as news, sports, family enterainment. music, weather. shopping. etc.) and public.
governmental and educational access channels.

In addition, digital radio and premium service channels, which provide movies, live and taped concerts,
sports events and other programming, are offered for an extra monthly charge. At March 51, 1996, over 94% of
subscribers of the Systems were also offered pav-per-view programming, which allows the subscriber to order
special events or movies and to pay on a per event basis. Local, regional and national advertising time is sold in
the majority of the Systems, with commercial advertisements inserted on certain satellite-delivered
non-broadeast ¢channels.

Competitive Local Exchange Services

The Company is currently offering competitive local exchange telecommunications (“CLEC™) services
through an unrestricted subsidiarv, Hyperion Telecommunications, Inc. (“Hyperion™). CLEC carriers can
provide businesses and other large telecommunications consumers with local telecommunications services and
access to long-distance service carriers via competitive networks that bypass the local telephone company.
These competitive access networks also can complement existing networks by providing redundant
telecommunications service backup and route diversity for their customers. Hyperion's networks are
constructed exclusively with fiber optics plant designed to provide increased quality service and data integricy
compared to the existing local telephone company’s network.

The Company expects passage of the Telecommunications Act of 1996 (the “1996 Act”) on February 8,
1996 to substantially expand the market opportunities for Hyperion and its networks by removing legal barriers
to enter the local exchange telecommunications markets and by requiring the existing local exchange carrier to
negotiate with CLECs on many competitive issues. (Based on data compiled by the Federal Communications
Commission (“FCC™), the Company believes that passage of the 1996 Act increases the potential market for
CLECs from approximately 526.3 billion to approximately $97.1 billion annually due to the opening of the
market for switched services which will permit CLECs to offer a full range of local telecommunications
services). In the markets where Hyperion’s networks are currently operating or are under construction. the
addressable market opportunity is estimated to be approximately $4.8 billion, substantially all of which is
currently provided by the incumbent local exchange carrier. As of February 28, 1996, Hyperion’s 13 operating
networks served [9 cities and, along with four nerworks under construction, included approximately 2,180 route
miles of fiber optic cable and were connected 10 approximately 808 buildings.

On April 15, 1996, Hyperion completed a private placement to institutional investors and
realized gross proceeds of $175,265 upon issuance of $329,000 aggregate principal amount at marturity of 13%
Senior Discount Notes and warrants to purchase an aggregate of 613,427 common shares of Hyperion. [f ail
warranis were exercised, the warrants would represent approximately 5.78% of the common stock of Hyperion
on a fully diluted basis. The notes will not require payment of interest until October 13, 2001, and may not be
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redeemed prior to April 13, 2001. Hyperion is using the net proceeds from the offering o expand its existing
markets, © complete construction of new networks. to enter additional markets. 0 repay certain indebtadness
owed to Adelphia. and for working capital purposes.

Residential Telephone Service

With the Company's aggressive deployment of fiber optic cable plant and through cooperation
with its CLEC subsidiary, Hyperion, the Company is currently positioned to begin offering residential telephone
service In select markets prior to December 1996. The Company anticipates selling its own brand of local
telephone. services, as well as providing third-party telephone service as a reseller of such service. The
Company is currently negotiating with a third-party to provide such service in several of its markets.

In May 1996, the Company completed successful technical trials of telephone service in its
Toms River system located in Dover Township, New Jersey. The Company expects to offer residential
telephone service in its Toms River system as soon as New Jersey regulators make it possible for cable
companies to compete in the local telephone market. By March 31, 1997, the Company expects its residential
telephone service to pass approximately 130,000 homes served by its cable systems, subject to regulatory
approvals and equipment delivery.

Cable Dara Services

Cable data services, which consist of residential, institutional and business applications, represent a
high speed alternative access to the Internet and other on-line services as compared to traditional telephone
based services. Cable data services, which will be available at speeds up to 300 times faster than that available
from 28.8 kilobit per second telephone modems, require the computer used to be equipped with an ethemet card
and an adjunct cabie modem. Other benefits of cable data services include not using the phone line, no log-on
required and use of multiple sessions or connections to multiple services simultaneously.

One-way data service product offerings include data transmitted to either a home computer or the
television set. Currently, ali of the Company’s cable piant is capable of providing one-way data transmission to
customers. Because residential data services are highly asymmetrical {some estimates assert that 95% of the
data transmission is “downstream” and 3% of the data transmission is “upstream”™), cable modems are being
produced that utilize the cable plant downstream (with speeds as high as the two way service) and a telephone
circuit is used for the upstream data traffic. Television data services are implemented through advanced analog
set-top boxes currently available. Data can be transmitted to these set-tops and displayed on the television.
These one-way data services are currently being evaluated by the Company for possible additional product
offerings.

Two-way data service requires certain electronics capable of delivering a signal from the customer back
to the Company's headend. Approximately 29% of the Company Systems have cable plant capable of
delivering two-way data transmission service to its customers. The Company is currently evaluating which
additional product offerings it may introduce, and the timing of such introduction, to maximize the two-way
data service capability of its cable plant.

in May 1996, the Company completed a successful technical trial of its two-way data services in its
Toms River system located in Dover Township, New Jersey. Services launched included high speed access to
the Internet, digital audio and interactive games and will be offered to homes, schools, government offices and
businesses. While the Toms River launch was successful, such services are not expected 1o be provided to
customners unti| later in 1996 upon delivery of cable modems and other services.
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Other Services

Adelphia is a 49.9% owner of Page Call. Inc. which was a successful bidder in November 1994 on three
regional narrowband PCS licenses. covering 62% of the country's population. Page Call, Inc. is currently in
discussions to use its narrowband PCS licenses with a third-party as the basis for a planned nationwide paging
service.

Adelphia began providing wireless messaging services with the formation of Page Time, Inc. in
November 1994, Page Time, Inc. offers one-way messaging services for resale to the Company's svstems and
other multiple system cable operators. by establishing its own reselling arrangements with existing paging
network operators. The Company, Olympus and Managed Systems currently provide paging services through
Page Time 10 approximately 12.000 customers.

In April 1994, Adelphia made a $4,200 investment in Lancaster Alarm Company (d/b/a
Commonwealth Security Sysiems), the largest independent security company in Pennsylvania. Commonwealth
Security Systems provides electronic security monitoring services to over 25,000 accounts in the Mid-Atlantic
region of the United States. Its five largest markets include Lancaster, Harrisburg, Philadelphia and York,
Pennsylvania and Richmond, Virginia. In September 1995, Olympus contributed its security business
customers in exchange for a 50.36% general and limited partnership interest in Starpoint, L.P. (d/b/a Checkpoint
Ltd.), a security services company providing residential security services to approximately 23,000 accounts in
the state of Florida as of March 31, 1996.

In addition to the activities described above, the Company has made a substantial commitment to
technological development as a member of Cable Television Laboratories, Inc., a not-for-profit research and
development company serving the cable industry. The Company has also joined other industry members in a
partnership venture in Digital Cable Radio. a satellite-delivered, multichannel music service featuring "compact
disc" quality sound. which is marketed as a premium service.

Operating Strategy

The Company's strategy has been to provide superior customer service while maximizing operating
efficiencies. By acquiring and developing systems in geographic proximity, the Company has been able to
realize significant operating efficiencies through the consolidation of many managerial, administrative and
technical functions. The Systems have consolidated virtually all of their administrative operations, including
customer service, service call dispatching, marketing, human resources, advertising sales and government
relations into regional offices. Each regional office has a related technical center which contains the facilities
necessary for the Systems' technical functions, including construction, instailations and systern maintenance and
monitoring. Consolidating customer service functions into regional offices ailows the Company to provide
customer service through better training and staffing of customer service representatives, and by providing more
advanced telecommunications and computer equipment and software to its customer service representatives
than would otherwise be economically feasible in smaller systems.

The Company considers technological innovation to be an important component of cost-effective
improvement of its product and customer satisfaction. Through the use of fiber optic cable and other
technological improvements, the Company has increased system reliabifity, channel capacity and its ability o
deliver advanced cable television. data transmission and telephony services. These improvements have
‘enhanced customer service. reduced operating expenses and allowed the Company to introduce additional
services, such as impuise-ordered pay-per-view programming, which expand customer choices and increase
Company revenues. The Company has developed new cable construction architecture which atlows it to readily
deplov fiber optic cable in its systems. Management believes that the Company is among the leaders of the
cable industry in the deplovment of fiber optic cable.



Development of the Systems

The Company has focused on acquiring and developing systems in markets which have favorable
historical growth trends. The Company believes that the swong household growth trends in its Systems' market
areas are a key factor in positioning itself for future growth in basic subscribers.

Since 1982, the Company has grown principally by acquiring new cable systems and by developing
existing cable systems. On June 16, 1994, Adelphia invested $34,000 for a majority equity position in TMC
Holdings Corporation ("THC"), the parent of Tele-Media Company of Western Connecticut. THC owns cable
television systems which served approximately 43,000 subscribers at the acquisition date in Western
Connecticut.  On June 30, 1994, Adelphia acquired from Olympus 85% of the common stock of Northeast
Cable, Inc. ("Northeast Cable”) for a purchase price of $31,873. Northeast Cable owns cable television systems
which served approximately 36,500 subscribers, at the acquisition date, in Eastem Pennsvivania. On January
t0, 1993, Adelphia issued 399,087 shares of Class A Common Stock in connection with the merger of a wholly-
owned subsidiary of Adelphia inte Oxford Cablevision, Inc. ("Oxford"), one of the Benjamin Terry family (the
"Terry Family") cable systems. Oxford served approximately 4,200 subscribers, at the acquisition date, located
in the North Carolina counties of Granville and Warren. On January 31, 1993, the Company acquired Tele-
Media of Martha's Vineyard, L.P. for 311,775, a cable system which served, at the date of acquisition,
approximately 7,000 subscribers in Martha's Vineyard, Massachusetts. On April 12, 1993, Adelphia acquired
cable systems from Clear Channels Cable TV Company located in Kittanning, New Bethlehem and Freepor,
Pennsyivania, for $17,456. These systems served approximately 0,700 subscribers at the acquisition date. On
January 9, 1996, Adelphia completed the acquisition of the cable systems of Eastern Telecom Corporation and
Robinson Cable TV, Inc. for 343,000, These systems served approximately 24,000 subscribers at the
acquisition date located in western Pennsylvania. On Apnil 1, 1996, Adelphia purchased the cable property of
Cable TV Fund 11-B, Lid. from Jones [ntercable. This system was acquired for $84,000 and served
approximately 39,700 subscribers at the acquisition date in the New York counties of Erie and Niagara.

On February 28, 1995, ACP Holdings, Inc., a wholly owned subsidiary and managing general partmer of
Olympus, certain shareholders of Adelphia, Olympus and various Telesat Entities ("Telesat"), wholly-owned
subsidiaries of FPL Group, Inc., entered into an investment agreement whereby Telesat agreed to contribute to
Olympus substantially all of the assets associated with certain cable television systems, which served
approximately 30,000 subscribers at February 28, 1993 in southern Florida, in exchange for general and limited
partner interests and newly issued preferred limited partner interests in Olympus. On April 3, 1993, Olympus
purchased all of the cable and security systems of WB Cable Associates, Lid. (“WB Cable™) which served
approximately 44,000 cable and security monitoring subscribers at the date of acquisition, for a purchase price
of $82,000. WB Cable provides cable service from one headend and security monitoring services from one
location in West Boca Raton, Florida. On January 3, 1996, Olympus acquired all of the southeast Florida cable
systems of the Leadership Cabie of Fairbanks Communications, Inc., which served approximately 50,000 cable
and security monitoring subscribers at the acquisition date for a purchase price of $95,800.

The Company will continue to evaluate new opportunities that allow for the expansion of its business
through the acquisition of additional cable television systems in geographic proximity 1o its existing regional
market areas or in locations that can serve as the basis for new market areas, either directly or indirectly through
Jjoint ventures, where appropriate.

The following table indicates the growth of the Company Systems and Olympus Systems by
summarizing the number of homes passed by cable and the number of basic subscribers for each of the five
years in the period ended March 31, 1996. The table also indicates the numerical growth in subscribers
attributable to acquisitions and the numerical and percentage growth attributable to internal growth. For the
period April 1. 1991 through March 31, 1996, 68% of aggregate internal basic subscriber growth for both the
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Company Svstems and the Olympus Systems was derived from internal growth in homes passed. while the
remaining 32% of such aggregate growth was derived from penetration increases.

Year Ended March 51,
1992 1993 1994 1993 1996

COMPANY SYSTEMS:

Homes passed (b) : ‘
Beginning of Period 1.117.401 1.143.508 1172733 1.207.425 1.340.808
Internal Growth (¢) 27.907 20.507 10.625 38.012 30.665
% Intermal Growth 2.53% 1.8% 0.9% 3.2% 2.5%
Acquired Homes Passed . 6.940 24,047 91371 50.604
End of Period 1.145.308 1.172.755 1.207.423 1.340.808 1,432,077

Basic subscribers (d)

Beginning of Period 800,551 823,553 852,333 388.167 975,066
Internal Growth (c) 25.002 21.216 17.355 31,651 29.213
% [nternal Growth 3.0% 2.6% 20% 3.6% 3.0%
Acquired Subscribers - 5,566 18,477 55.248 35,433
End of Period 825.533 852,355 888,167 973,066 1.039.704
Basic Penetration (e) 72.1% 72.7% 73.6% 72.7% 73.1%
OLYMPUS SYSTEMS (a):
Homes passed (b)
Beginning of Period 391,342 408,616 386,971 406,753 512,052
internal Growth (¢) 17,274 (21.643) 19,782 11.911 12,030
% Internal Growth 4.4% (53.3%) 3.1% 2.9% 2.4%
Acquired Homes Passed - - - 95,588 107.300
End of Period 408.616 386.971 406,733 512,052 631.602
|Basic subscribers (d)
Beginning of Period 234488 237,766 211,025 239.357 306517
internal Growth (¢) 13,278 (26.741) 38,332 19,198 8529
% Internal Growth 5.9% (11.2%) 13.4% 8.0% 3.0%
Acquired Subscribers - - - 47,762 88,253
End of Period 237,766 211,025 239,357 306,317 403.901
Basic Penetration (e) 38.2% 54.5% 58.8% 59.8% 63.9%

(a) Data included for the South Dade Svstem at March 31, 1993, 1994 ,1995 and 1996 refiects actual
homes passed and basic subscribers. At July 31, 1992, prior to Hurmicane Andrew, the South Dade
svsten had 137,992 homes passed by cable and 71,193 basic subscribers, respectively. At March 31,
1993, 1994, 1995 and 1996. the South Dade svstem served 40,999, 65,398, 74,601 and 80.725 basic
subscribers. respectively.

Data for the Northeast Cable System is included under Company Systems and excluded from the
Olympus Systems for all periods presented.



{b) A home is deemed to be "passed” by cable if it can be connected 10 the distribution svstem without
anyv further extension of the cable distribuzion plant.

(c) The number of additional homes passed or additional basic subscribers not attribuabie o

acquisitions of new cable systems.

(d) A home with one or more television sets connected to a cable system is counted as one basic
subscriber. Bulk accounts {such as motels or apartments) are included on a “subscriber equivalent”
basis in which the total monthly bill for the account is divided by the basic monthly charge for a single

outiet in the area.

(2) Basic subscribers as a percentage of homes passed by cable.

Market Areas

The Systems are "clustered" in eight market areas in the eastern portion of the United States as follows:

Southeastern Florida

Westarmn New York

Virginia

Western Pennsylvania

New England

Eastern Pennsylvania

Chio

Coastal New Jersey

N )

Portions of southern Dade, Citrus, Orange, Hillsborough, Palm
Beach, Martin and St. Lucie Counties and Hilton Head, South
Carolina

Suburbs of Buffalo and the adjacent Niagara Falls area, and Syracuse
and adjacent communities

Winchester, Charlomtesville, Staunton, Richiand, Martinsville and
surrounding communities in Virginia, and South Boston and
Elizabeth City, North Carolina

Suburbs of Pinsburgh and several small communities in western
Pennsylvania -

Cape Cod communities, South Shore communities (the area between
Boston and Cape Cod, Massachusetts), Martha's Vineyard,
Massachusetts; and Bennington, Burlington, Rutland and Montpelier,
Vermont and surrounding communities in Vermont and New York,
and Seymour, Connecticut

Suburbs of Philadelphia and suburbs of Scranton
Suburbs of Cleveland and the city of Mansfield and surrounding
communities, Mt. Vemon and portions of Kalamazoo County,

Michigan

Ocean County, New Jersey



The following table summarizes by market area the homes passed by cable, basic subscribers and
premium service units for the Systemns as of March 31, 1996.

Homes Basic Basic Premium Premium
Passed Subscribers Penetration Units Penetration

COMPANY SYSTEMS:
Western New York 297,893 213,068 71.53% 119,381 36.03%
New England 260,542 183,819 70.55% 108,517 39.05%
Virginia 228588 174,019 76.13% 77.354 44.45%
Western Pennsylvania 216,052 159,272 73.72% 63,726 30.01%
Ohio 168,332 121,960 72.45% 66,131 54.22%
Coastal New Jersey 125,646 98,304 78.24% 33,917 54.83%
Eastern Pennsvivania 125,024 89,262 71.40% 60,058 67.28%

TOTAL 1,422,077 1,039,704 73.11% 349,084 52.81%
QOLYMPUS SYSTEMS:
Southeastern Florida 631,602 403,901 63.95% 200,319 49.60%
MANAGED SYSTEMS:
Southeastern Florida 177,081 147,476 83.28% 37,523 25.44%
Virginia 107.673 71,729 66.62% 33,891 47.25%
Western New York 70,178 41,053 38.50% 29,433 71.70%
Western Pennsylvania 35,961 25,019 69.57% 8,762 35.02%
Eastern Pennsylvania 34,848 23,754 68.16% 23,796 100.18%

TOTAL 425,741 309,031 72.59% 133,405 43.17%
TOTAL SYSTEMS:
Southeastern Florida 808,683 551,377 68.18% 237,842 43.14%
Western New York 368,071 254,121 69.04% 148,814 58.56%
Virginia 336,261 245,748 73.08% 111,245 45.27%
New England 260,542 183,819 70.55% 108,517 59.03%
Western Pennsvlvania 252,013 184,291 73.13% 72,488 39.33%
Ohio 168,332 121,960 72.45% 66,131 54.22%
Eastern Pennsylvania 159,872 113,016 70.69% 83,854 74.20%
Coastal New Jersey 125,646 98,304 78.24% 53,917 54.85%

TOTAL ) 2,479,420 1,752,636 70.69% 882,808 50.37%

Financial Information

The financial data regarding the Company’s revenues, resuits of operations and identifiable assets for
each of the Company’s last three fiscal years is set forth in, and incorporated herein by reference to, Item 8,
Financial Statements and Supplementary Data of this Form 10-K.



Technological Developments

The Company has made a substantial commitment © the t2chnological d2velopment or the Systems and
has actively sought to upgrade the technical capabilities of its cable plant in a cost zfficient manner. This
development will allow the Company to further increase the reliability of i3 services, o increase channel
capacity for the delivery of additional programming and to provide new izlecommunications services.
Currently, all of the Systems have a minimum of 33-channel capacity and are capable of delivering one-way
data transmission and digital video services. Further, over 94% of the subscribers to the Svstems are served
with "addressable capable” technology, which permits the cable operator to remotely activate the cable
television services to be delivered to subscribers who are squipped with addressable converters. With
addressable converters, the Company can immediately add to or reduce the services provided 10 a subscriber
from the Company's headend site, without the need to dispaich a service technician 1o the subscriber's home,
Addressable technology has allowed the Company w0 offer pay-per-view programming. This technology has
assisted the Company in reducing pay service thett and, by allowing the Company 1o automatically cut off a
subscriber's service, has been effective in collecting delinquent subscriber payments.

In most of its recent upgrades, the Company has utilized a Modified Passive Network Architecture
("MPNA™) which utilizes fiber optic cable as an alternative to the ¢oaxial cable that historically has been used
to distribute cable signals to the subscriber’s home. The MPNA design deploys on average one fiber node for
every two miles of fiber optic cable, or approximartely one fiber node for every 180 homes passed. The
Company believes this compares favorably with current industry averages. This deep penetration of fiber optic
cable into the Systems’ networks has the advantages of providing increased reliability 1o customers, improved
bandwidth and easier implementation of the return path plant capabilities. This will position the Company to
offer additional video programming services, to utilize the expanded bandwidth potential of digital compression
technology and to meet the anticipated transmission requirements for high-definition television. digital
tzlevision, high-speed data and telephone services.

The following table summarizes the status of the cable plant and service capabilities of the Svstems as
of March 31, 1996:
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STATUS OF CA NTATM
Company Olympus Managed Total
Swsterns Svsiems Svstemns Svstems
Cable Plapt Characteristics:
Plant miles 20,996 1.267 6,166 33,429
Fiber route miles 2.394 290 331 3.015
Fiber Strand miles 30,617 7.526 6.877 63.020
Fiber nodes 1.601 110 237 1.948
Homes passed per fiber node 888 5,742 1.796 1.273
a Ity Mil
Less than 400 Mhz 5,626 39 2,927 8.592
400 Mhz up 10 350 Mhz 7.954 6,051 1.736 13,724
550 Mhz or more : 7436 1,177 1,300 10,113
Total plant miles 20,996 7.267 6,166 34,429
o LC itv (P ¢ Plant Miles):
Less than 400 Mhz 26.8% 0.5% 47.5% 25.0%
400 Mhz up to 550 Mhz 37.8% 83.3% 28.2% 45.6%
350 Mhz or more 35.4% 18.2% 243% 29.4%
Total plant miles 100.0% 100.0% 100.0% 100.0%
Services Capability (as a
percent of 1otal plant miles):
Digital video 100.0% 100.0% 100.0% 100.0%
Interactive video (a) 29.0% 9.3% 21.1% 23.4%
One-way data transmission 100.0% 100.0% 100.0% 100.0%
Two-way data transmission (a) 29.0% 9.3% 21.1% 23.4%
Residential telephone (a) 11.9% 0.0% 9.6% 9.0%

(a) Service capability denotes cable plant with sufficient bandwidth and fiber penetration to provide
such services. In some systems, certain electronics to deliver the return signal would be necessary to
provide these services, The Company estimates that additional capital to install these electronics
would, on average, cost an additional $15 per home passed.

Subscriber Services and Rates

The Company's revenues are derived principally from monthly subscription fees for basic, satellite and
premium services. Rates 1o subscribers vary from market to market and in accordance with the type of service
selected. Although services vary from system to system because of differences in channel capacity and viewer
interests, each of the Systems tvpically offers a basic service package ranging from $8.00 to $15.00 per month.
As described herein, the Systems currently offer certain satellite services through CableSelect, at monthly per
channel rates ranging from $.10 to $1.25 per channel. and in discounted packages. The Systems' monthiy rates
for premium services range from $7.00 to 513.00 per service. An installation fee, which the Company may
wholly or partially waive during a promotional period, is usually charged to new subscribers. Subscribers are
free to terminate cable service at any time without charge, but often are charged a fee for reconnection or
change of service.
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The Cable Communications Policy Act of 1984 {the "1984 Cable Act.” as amended by the 1992 Cable
Acr). deregulated basic service rates for systems in communities meeting the FCC's definition of effective
competition. Pursuant to the FCC's definition of effective competition adopted fellowing enactment of the 1984
Cable Act, substantiatly all of the Company's franchises were rate deregulatad. However, in June 1991, the FCC
amended its effective competition standard, which increased the number of cable svstems which could be
subject to local rate regulation. The 1992 Cable Act conuains a new definition of effective competition under
which nearly all cable systems in the United States are subject to regulation of basic service rates. Additionally,
the legislation (i) eliminated the 3% annual basic rate increase allowed by the 1984 Cable Act without local
approvaly (i) allows the FCC to adjudicate the reasonableness of rates for non-basic service tiers, other than
premium services, for cable systems not subject o effective competition in response o complaints filed by
franchising authorities and/or cable subscribers; (iii} prohibits cable systems from requiring subscribers 1o
purchase service tiers above basic service in order to purchase premium services if the system is technically
capable of doing so; (iv) allows the FCC to impose restrictions on the retiering and rearrangement of cable
services under certain circumstances; and (v) permits the FCC and franchising authorities more latitude in
controlling rates and rejecting rate increase requests. The (996 Act ends FCC regulation on nonbasic tier rates
on March 31, 1999. See "Legislation and Regulation.” )

For a discussion of the changes in the Company's method of offering services to its subscribers
implemented in September 1993 and recent FCC rate regulation and related developments, see “Legislation and
Regulation” and "Management's Discussion and Analysis of Financial Condition and Results of Operations -
Regulatory and Competitive Marters.”

Franchises

The 1984 Cable Act provides that cable operators may not offer cable service to a particular communiry
without a franchise unless such operator was lawfully providing service to the community on July [, 1984 and
the franchising authority does not require a franchise. The Systems operate pursuant to franchises or other
authorizations issued by governmental authorities, substantially all of which are nonexclusive. Such franchises
or authorizations awarded by a governmental authority generally are not transferable without the consent of the
authority. As of March 31, 1996, the Company held 460 franchises, Olvmpus held 118 franchises and the
Managed Systems held 125 franchises. Most of these franchises can be terminated prior 1o their stated
axpiration by the relevant governmental authority, after due process, for breach of material provisions of the
franchise. -

Under the terms of most of the Company’s franchises, a franchise fee (generally ranging up to 3% of the
gross revenues of the cable system) is payable to the govemmental authority. For the past three years, franchise
fes payments made by the Company have averaged approximately 2.5% of gross system revenues.

The franchises issued by the governmental authorities are subject to periodic renewal. [n renewal
hearings, the authorities generally consider, among other things, whether the franchise holder has provided
adequate service and complied with the franchise terms. In connection with a renewal, the authority may impose
different and more stringent terms, the impact of which cannot be predicted. To date, all of the Company's
material franchises have been renewed or extended, at or effective upon their stated expiration, generaily on
modified terms. Such modified terms have not been materially adverse to the Company.

The Company believes that all of its material franchises are in good standing. From time to time, the
Company notifies the franchising authorities of the Company's intent to seek renewal of the franchise in
accordance with the procedures set forth in the 1984 Cable Act. The 1984 Cable Act process requires that the
governmental authority consider the franchise holder's renewal proposal on its own merits in light of the
franchise holder's past performance and the community's needs and interests, without regard to the presence of
competing applications, See "Legislation and Regulation."” The 1992 Cable Act alters the administrative process
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by which operators utilize their 1984 Cable Act franchise renewal rights. Such changes could make it easier in
some instances for a franchising authority to denv renewal of a franchise.

Competition

Although the Company and the cable television industry have historically faced modest competition.
the competitive landscape is changing and competition will increase. The Company betieves that the increase in
competition within its communities will occur gradually over a period of time.

At the present time. cable television systems compete with other communications and entertainment
media. including off-air television broadcast signals which a viewer is able to receive directly using the viewer's
own television set and antenna. The extent to which a cable svstem competes with over-the-air broadcasting
depends upon the quality and quantity of the broadcast signais available by direct antenna reception compared
to the quality and quantity of such signals and alternative services offered by a cable system. In many areas.
television signals which constitute a substantial part of basic service can be received by viewers who use their
own antennas. Local television reception for residents of apartment buildings or other multi-unit dwelling
complexes may be aided by use of private master antenna services. Cable systems also face competition from
alternative methods of distributing and receiving television signals and from other sources of entertainment such
as live sporting events. movie theaters and home video products, including videotape recorders and cassette
players. In recent years, the FCC has adopted policies providing for authorization of new technologies and
more favorable operating environment for certain existing technologies that provide, or may provide, substantial
additional competition for cable television systems. The extent to which cable television service is competitive
depends in significant part upon the cable television system'’s ability to provide an even greater variety of
programming than that available off-air or through competitive alternative delivery sources. In addition, certain
provisions of the 992 Cabie Act and the 1996 Act are expected to increase competition significantly in the
cable industry. See "Legislation and Regulation.”

The 1992 Cable Act prohibits the award of exclusive franchises, prohibits franchising authorities from
unreasonably refusing to award additional franchises and permits them to operate cable svstems themselves
without franchises.

Individuals presently have the option to purchase earth stations, which allow the direct reception of
satellite-delivered program services formerly available only to cable television subscribers. Most satellite-
distributed program signals are being electronically scrambled to permit reception only with authorized
decoding equipment, generally at a cost to the viewer. From time to time, legislation has been introduced in
Congress which, if enacted into law, would prohibit the scrambling of ceruin satellite-distributed programs or
would make satellite services available to private earth stations on terms comparable to those offered to cable
systems. Broadcast television signals are being made available to owners of earth stations under the Satellite
Home View Copyright Act of 1988, which became effective January 1, 1989 for a six-year period. This Act
establishes a statutory compulsory license for certain transmissions made by satellite owners to home satellite
dishes for which carriers are required to pay a royalty fee 1o the Copyright Office. This Act has been extended
by Congress until December 31, 1999, The 1992 Cable Act enhances the right of cable competitors to purchase
nonbroadcast satellite-delivered programming. See "Legislation and Regulation - Federal Regulation."

In recent vears, the FCC and the Congress have adopted policies providing a more favorable operating
environment for new and existing technologies that provide, or have the potential to provide, substantial
competition to cable svstems. These technologies include, among others, the direct broadeast satetiite (“DBS™)
service whereby signals are transmitted by satellite to receiving facilities located on the premises of subscribers.
Programming is currently available to the owners of home satellite dish earth stations through conventional,
medium and high-powered satellites. Primestar Partners L.P. (“Primestar™), a consortium comprised of cable
operators and a satellite company, commenced operation in 1990 of a medium-power DBS satellite svstem
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using the Ku portion of-the fraquancy spectrum and currently provides service consisting of approximatzly 93
chanaels of programming. including broaccast signals and payv-per-view services. DirecTV. which rzcently
added AT&T Corp. as an investor. began offering nationwide high-power DBS service in 199+ accompaniad by
axtensive marketing 2fforts. Several other major companies are preparing © deveiop and operaie high-power
DBS svstems. including MCt Communications Corp. and News Corp. DBS svstems arz expecrzd 10 use video
compression technology 1o increase the channel capacity of their systems to provide movies. broadcast stations
and other program services competitive with those of cable systems. The extent to which DBS svstems are
competitive with the service provided by cable systems depends. among other things. on the availability of
reception equipment at reasonable prices and on the ability of DBS operators o provide competitive
programming.

Cable communications svstems also compete with wireless program distribution services such as
multichannel, muitipoint discribution service ("MMDS™). commonly called wireless cable systems, which use
low-power microwave frequencies 0 transmit video programming over-the-air o subscribers.  There are
MMDS operators who are authorized (o provide or are providing broadcast and satellite programming to
subscribers in areas served by the Company’s Systems. MMDS svstems are less capital inwensive. are aot
required to obtain local franchises or to pay franchise fees and are subject to fewer regulatory requirements than
cable television systems. MMDS systems’ ability to compete with cable television systems has previously been
limited by channet capacity. the inabilicy to obrain programming and regulatory delays. Recently. however,
MMDS systems have developed digital compression tachnology which provides tor more channel capaciry and
bemer signal delivery. Although relatively few MMDS systems in the United States are currently in operation or
under construction, virtually all markets have been licensed oc tenatively licensed. A series of actions aken by
the FCC. including reallocating cerain frequencies to wireless services, are intended to facilitate the
development of wireless cable television spectrum that will be used by wireless operators 10 provide additional
channels of programming over longer distances. The FCC also initiated a new rulemaking procezding to
ailocate frequencies in the 28 Ghz band for a new multichannel wireless video service. Recently, several
Regional Bell Operating Companies (“BOCs™) acquired interests in major MMDS companies. The Company is
unable to predict whether wiraless video services will have a marerial impact on its operattons.

Additional competition may come from private cable television systems servicing condominiums,
apartment complexes and certain other muitiple unit residential developments. The operators of these private
systems, known as satellite master antenna television ("SMATV") systems, often enter into exclusive
agreements with apartment building owners or homeowners' associations which preclude franchised cable
:zlevision operators from serving residents of such private complexes. Although a number of states have
2nacted laws to afford operators of franchised cable television systems access to such private complexes, the
U.S. Supreme Court has held that cable companies cannot have such access without compensating the property
owner. The access status of several statutes have been challenged successfully in the cournts, and other such
laws are under atack. However, the 1984 Cable Act gives franchised cable operators the right to use existing
compatible easements within their franchise areas upon nondiscriminatory terms and conditions. Accordingly,
where there are pre-existing compatible easements, cable operators may not be unfairly denied access or
discriminated against with respect to the terms and conditions of access 1o those easements. There have been
conflicting judicial decisions interpreting the scope of the access right granted by the 1984 Cable Act,
particularly with respect to easements iocated entirely on private property,

Due to the widespread availability of reasonablyv-priced earth stations, SMATYV svstems can offer both
improved reception of local television stations and many of the same satellite-delivered program services which
are offered by franchised cable television systems. Further. while a franchised cable telévision system rvpicallv
i5 obligated to extend service to all areas of a community regardless of population density or economic risk. the
SMATYV system may confine its operation o small areas that are easy to serve and more likely to be protitable.
Under the 1996 Act, SMATV svstems can interconnect aon-commonly owned buildings without having to
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comply with local. staie and federal regulaiory requirements that are imposed upon cable systems providing
similar services. as long as they do not use public rights-of-way. However, a SMATV svstem is subject to the
1984 Cable Act's franchise requirement if it uses physically closed transmission paths such as wires or cable 10
interconneci separaiely owned and managed buildings if its lines use or ¢ross any public right-of-way. 1n some
cases. SMATV operators may be able 1o charge a lower price than could a cabie svsiem providing comparable
senvices and the FCC's regulations implementing the 1992 Cable Act limit a cable operator's ability to reduce its
rates to meet this competition. Furthermore, the U.S. Copyright Office has tentatively concluded that SMATV
svstems are “cable svstems” for purposes of qualifying for the compulsory copytight license established for
cable svstems by federal law. This decision may help make SMATYV systerns more competitive with traditionai
cable syvstems. See “"Legislation and Regulation - Federal Regulation - Copyright.” The 1992 Cable Act
prohibits the common ownership of cable systems and SMATV facilities serving the same area. However. a
cable operator can purchase a SMATV system serving the same area and technically integrate it into the cable
svsiem.

The FCC has authorized a new interactive television service which will permit non-video transmission
of information between an individual's home and entertainment and information service providers. This service
will provide an alternative means for DBS systems and other video programming distributors, including
television stations. to initiate the new interactive television services. This service may also be used by the cabie
television industry.

The FCC also has initiated a new rulemaking proceeding looking toward the allocation of frequencies
in the 28 Ghz range for a new multi-channel wireless video service which could make 98 video channels
available in a single market. It cannot be predicted at this time whether competitors will emerge utilizing such
frequencies ar whether such competition would have a material impact on the operations of cable television
systems.

The 1996 Act eliminates the restriction against ownership and operation of cable svstems by local
telephone companies within their local exchange service areas. Telephone companties are now free to enter the
retail video distribution business through any means. such as DBS, MMDS, SMATYV or as traditiona! franchised
cable svstem operators. Alternatively, the 1996 Act authorizes local telephone companies to operate “open
video svstems” without obuaining a local cable franchise. although telephone companies operating such svstems
can be required 10 make payments to local governmental bodies in lieu of cable franchise fees. Up to two-thirds
of the channel capacity of an “open video system”™ must be available to programmers unaffiliated with the local
telephone company. The open video system concept replaces the FCC’s video dialtone rules. The 1996 Act
also includes numerous provisions designed to make it easier for cable operators and others to compete directly
with local exchange telephone carriers. With certain limited exceptions, neither a local exchange carrier nor a
cable operator can acquire more than 10% of the other entity operating within its own service area.

Advances in communications technology, as well as changes in the marketplace and the regulatory and
legisiative environment. are constantly occurring. Thus, it is not possible to predict the effect that ongoing or
future developmenis might have on the cable industry. The ability of cable systems 1o compete with present.
emerging and future distribution media will depend to a great extent on obtaining attractive programming. The
availability and exclusive use of a sufficient amount of quality programming may in tum be affected by
developments in regulation or copyright law. See "Legislation and Regulation.”

The cable television industry competes with radio, television and print media for advertising revenues.
As the cable television industry continues to develop programming designed specifically for distribution by
cable. advertising revenues may increase. Premium programming provided by cable systems is subject to the
same competitive factors which exist for other programming discussed above. The continued profitability of
premium services may depend largelv upon the continued availability of anractive programming at competitive
prices.
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Emplovees -

At June 22, 1996, there were 2.377 full-time emplovess of the Company, of which 106 employess were
coverad by collective bargaining agreements at thres locations. The Company considers :ts relations with its
emploveaas 1o be good.

Legislation and Regulation

The cable television industry is regulated by the FCC. some state governments and most local
governments. [n addition, various legislative and regulatory proposals under consideration from time to time by
Congress and various faderal agencies may materially affect the cable television industry. The following is a
summary of federal laws and regulations affecting the growth and operation of the cable wlevision industry and
a description of certain state and local laws,

Cable Communications Policy Act of 1984 {the 1984 Cable Act™)

The 1984 Cable Act became effective on December 29, 1984. This federal stacute, which amended the
Communications Act of 1934 (the "Communications Act"), created uniform national standards and guidelines
for the regulation of cable television systems. Violations by a cable television system operator of provisions of
the Communications Act, as well as of FCC regulations, can subject the operator to substantial monetary
penalties and other sanctions. Among other things. the 1984 Cable Act affirmed the right of franchising
authorities (state or local, depending on the practice in individual states) to award one or more franchises within
their jurisdictions. [t also prohibited non-grandfathered cable television systems from operating without a
franchise in such jurisdictions. In connection with new franchises, the 1934 Cable Act provides that in granting
or renewing franchises. franchising authorities may establish requirements for cable-related facilities and
equipmeant. but may not establish or enforce requirements for video programming or information services other
than in broad categories. The 1984 Cable Act grandfathered, for the remaining term of existing franchises, many
but not all of the provisions in existing franchises which would not be permitted in franchises entered into or
ranewead after the effective date of the 1984 Cable Act.

On October 3, 1992, Congress enacted the 1992 Cable Act. This legislation effected significant changes
1o the legislative and regulatory environment in which the cable industry operates. [t amends the 1984 Cable Act
in many respects. The 1992 Cable Act became effective on December 4, 1992, although certain provisions, most
notably those dealing with rate regulation and retransmission consent, became effective at later dates. The
legislation also required the FCC to initiate a number of rulemaking proceedings to implement various
provisions of the statute. The 1992 Cable Act allows for a greater degree of regulation on the cable industry with
respect to, among other things: (i) cable system rates for both basic and certain nonbasic services; (ii)
programming access and exclusivity arrangements; (iii) access to cable channels by unaffiliated programming
services; (iv) leased access terms and conditions; (v) horizontal and vertical ownership of cable systems; (vi)
customer service requirements; (vii) franchise renewals; (viii) television broadcast signal carriage and
retransmission consent; (ix) technical standards; (x) subscriber privacy: (Xi) consumer protection issues; {(xii)
cable equipment compatibility; (xiii) obscene or indecent programming; and (xiv) requiring subscribers to
subscribe to tiers of service other than basic service as a condition of purchasing premium services.
Additionally, the legislation encourages competition with existing cable systems by: allowing municipalities to
own and operate their own cable systems without having to obtain a franchise; preventing franchising
authorities from granting exclusive franchises or unreasonably refusing to award additional franchises covering
an existing cable system’s service area; and prohibiting the commoen ownership of cable systems and co-located
MMDS or SMATV systems. The 1992 Cable Act also precludes video programmers affiliated with cable
relevision companies from favoring cable operators over competitors and requires such programmers to sell
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their programming 0 other multichanne! video distributors. This provision may limit the ability of cable
program suppliers to offer exclusive programming arrangements 1o cable television companies. A number of
provisions in the 1992 Cable Act relating to. among other things, rate regulation. have had a negative impact on
the cable industry and the Company's business.

Various cable operators have filed actions in the United States District Court in the District of Columbia
challenging the constitutionality of several sections of the 1992 Cable Act. Pursuant to special jurisdictional
provisions in the 1992 Cable Act, a challenge to the must-carry provisions of the Act was heard by a three-judge
panel of the District Court. On Aprii 8, 1993, the three-judge court granted a summary judgment for the
government upholding the constitutional validity of the must-carty provisions of the 1992 Cable Act. Thar
decision was appealed directly to the U.S. Supreme Court. The plaintiffs in that case unsuccessfully sought an
injunction pending appeal of the District Court's decision. On June 27, 1994, the Supreme Court vacated the
District Court decision and remanded the case for further proceedings. On December 12, 1995, the District
Court again upheld the must-carry provisions, The Supreme Court has again agreed 1o review the District
Court’s decision.

The cable operators’ constitutional challenge to the balance of the 1992 Cable Act provisions was heard
by a single judge of the District Court. On September 16, 1993, the court rendered its decision upholding the
constitutionality of all but three provisions of the starute (multiple ownership limits for cable operators, advance
notice of free previews for certain programming services, and channel set-asides for DBS operators). This
decision has been appealed to the U.S. Court of Appeals for the District of Columbia Circuit.

(13 LA 4

The 1996 Act significantly revised the federal regulatory swucture. As it pertains to cable television,
the 1996 Act, among other things, (i} eliminates the reguiation of certain nonbasic programming services in
1999; (ii) expands the definition of effective competition, the existence of which displaces rate regulation; (iii}
eliminates the restriction against the ownership and operation of cable systems by telephone companies within
thetr local exchange service areas; and (iv) liberalizes certain of the FCC’s cross-ownership restrictions. The
FCC will have to conduct a number of rulemaking proceedings in order to implement many of the provisions of
the 1996 Act.

Eederal Regulation

The FCC, the principal federal regulatory agency with jurisdiction over cable television, has
promulgated regulations covering such areas as the registration of cable systems, cross-ownership berween
cable systems and other communications businesses, carriage of television broadcast programming, consumer
education and lockbox enforcement, origination cablecasting and sponsorship identification, children's
programming, the regulation of basic cable service rates in areas where cable systems are not subject to
effective competition, signal leakage and frequency use, technical performance, maintenance of various records,
equal employment opportunity. and antenna structure notification, marking and lighting. The FCC has the
authority to enforce these regulations through the imposition of substantial fines, the issuance of cease and
desist orders and/or the imposition of other administrative sanctions, such as the revocation of FCC licenses
needed to operate certain transmission facilities often used in connection with cable operations. Furthermore,
the 1992 Cable Act required the FCC to adopt implementing regulations covering, among other things, cable
rates, signal carmiage, consumer protection and customer service, leased access, indecent programming,
programmer access to cable television systems, programming agreements, technical standards, consumer
electronics equipment compatibility, ownership of home wiring, program exclusivity, equal employment
opportunity, and various aspects of direct broadcast satellite system ownership and operation. The 1996 Act
requires certain changes to various provisions of these regulations. A brief summary of the most material
federal regulations as adopted to date foilows.
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Rare Regulation. The 1984 Cable Act codified existing FCC preemption of rate regulation for premium
channais and optional nonbasic program tiers. The 1984 Cable Act also deregulatad basic cable rates for cable
elevision systems determined by the FCC w be subject to erfective competition, The 1992 Cable Act
substantially changed the statutory and FCC rate rzgulation standards. The 1992 Cable Act replaced the FCC's
old standard for determining effective competition, under which most cable svstems were not subject 1o lecal
ratz regulation, with a statutory provision that has resuited in nearly all cable television systems becoming
subject to local rate regulation of basic service, The 1996 Act expands the definition of etfective competition
to cover situations where a local telephone company or its affiliate, or any multichannel video provider using
telephone company facilities, offers comparable video service by any means except DBS. Satisfaction of this
test deregulates both basic and nonbasic tiers. Additionally, the 1992 Cable Act ¢liminated the 5% annuai rate
increase for basic service previously allowed by the | 984 Cable Act withour local approval: required the FCC 10
adopt a formula, for franchising authorities to enforce, 1o assure that basic cable rates are reasonable; allows the
FCC 1o review rates for nonbasic service tiers {other than per-channef or per-program services) in response to
complaints filed by franchising authorities: prohibits cable television systems from requiring customers to
purchase service tiers above basic service in order to purchase premium services if the system is technically
capable of doing s0; required the FCC to adopt regulations to establish, on the basis of actual costs, the price for
installation of cable service, remote controls, converter boxes and additional outlets: and allows the FCC to
impose restrictions on the retiering and rearrangement of cabie services under certain limited circumstances.
The 1996 Act ends FCC regulation of nonbasic tier rates on March 3, [999.

The FCC's regulations set standards for the regulation of basic and nonbasic cable service rates (other
than per-channel or per-program services). The FCC's original rules became effective on September 1. 1993,
The rules have been amended several times. The rate regulations adopt a benchmark price cap system for
measuring the reasonableness of existing basic and nonbasic service rates, and a formula for evaluating future
rate increases. Alternatively, cable operators have the opportunity to make cost-of-service showings which, in
some cases, may justify rates above the applicable benchmarks. The rules also require that charges for
cable-related equipment (e.g., converter boxes and remote control devices) and installation services be
unbundled from the provision of cable service and based upon actual costs plus a reasonable profit. Local
franchising authorities and/or the FCC are empowered 1o order a reduction of existing rates which exceed the
benchmark level for either basic and/or nonbasic cable services and associated equipment, and refunds could be
required. The retroactive refund period for basic cable service rates is limited to one year. [n general, the
reductions for basic and nonbasic cable service rates require an aggregate reduction of up to 17 percent, adjusted
forward for inflation and certain other factors, from the rates in force as of September 30, 1992. The regulations
also provide that future rate increases may not exceed an inflation-indexed amount, plus increases in certain
costs beyond the cable operator's control, such as taxes, franchise fees and increased programming costs. Cost-
based adjustments to these capped rates can also be made in the event a cable operator adds or deletes
programming channels or completes a significant system rebuild or upgrade. The November 10, 1994
amendments incorporated an alternative method for adjusting the rate charged for a regulated nonbasic service
tier when new services are added. This method allows cable operators 10 increase rates by as much as $1.350
over a two year period to reflect the addition of up to seven new channels of service on regulated nonbasic tiers.
In addition, new product tiers consisting of services new to the cable system can be created free of rate
regulation as long as certain conditions are met such as not moving services from the existing tiers to the new
tier. A significant aumber of franchising authorities have become certified by the FCC to regulate the rates
charged by the Company for basic cable service and for associated equipment. Complaints have also been filed
with the FCC seeking review of the rates charged for nonbasic cable service. The Company's ability 10
implement rate increases consistent with its past practices will likely be limited by the regulations that the FCC
has adopted.

Commencing in August 1993, in accordance with the 1992 Cable Act, the Company repackaged certain
existing cable services and twice adjusted the basic service rates and related equipment and installation charges
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in substantially ali of its Svstems so as to bring these rates and charges inio compliance with the then applicable
benchmark or equipment and installation cost fevels.

Effective September 1, 1993, the Company also implemented a program in substantially all of its
Svstems under which a number of the Company's satellite-delivered and premium services were offered
individually on a per channei (i.e., 2 la carte) basis, or as a group at a discountad price, A la carte services were
not subject to the FCC's rate regulations under the rules originally issued to implement the 1992 Cable Act. The
FCC. in its reconsideration of the original rate regulations, stated that it was going to review the regulatory
treatment of such a la carte packages on an ad hoc basis. A la carte packages which are determined to be
evasions of rate regulation rather than true enhancements of subscriber choice will be treated as regulated tiers.
and therefore. subject to rate regulations. One of Olympus’ Systems, along with numerous other cable
operators, received a specific inquiry from the FCC regarding its implementation of this new method of offering
cable services. The FCC's Cable Services Bureau has ruled that this system. and all other systems which moved
more than six existing services to an a la carte tier, have engaged in an evasion of rate regulation and ordered
this package to be treated as a regulated tier. The Company appealed this decision to the full FCC which
affirmed the Bureau's decision. The Company has sought reconsideration. The November 10, 1994
amendments stated that, prospectively, any new a la carte package created after this date will be treated as a
regulated tier, except for packages involving traditional premium services (e.g., HBO). Certain other cable
television companies that utilized a la carte packages have recently reached setlement/resolution with the FCC
on this issue. Adelphia believes that in view of this experience with other operators, resolution of these
differences is possible. consistent with the terms and conditions of those earlier resolutions. See "Management's
Discussion and Analvsis of Financial Condition and Results of Operations - Regutatory and Competitive
Marters.”

The FCC has adopted regulations pursuant to the 1992 Cable Act which require cable systems to permit
customers 1o purchase video programmiing on a per channel or a per program basis without the necessity of
subscribing to any tier of service, other than the basic service tier, unless the cable system is technically
incapable of doing so. Generally, this exemption from compliance with the statute for cable systems that do not
have such technical capability is available until a cable system obtains the capability, but not later than
December, 2002.

Carriage of Broadcast Television Signals. The 1992 Cable Act contains new mandatory carriage

requirements. These new rules allow commercial television broadcast stations which are "local” 1o a cable
svstem (i.e., the system is located in the station's Area of Dominant Influence), 1o elect every three vears
whether 10 require the cable system to carry the station, subject to certain exceptions, or whether the cable
svstem will have to negotiate for "retransmission consent” to carry the station. The first such election was made
on June 17, 1993. Local. noncommercial television stations are aiso given mandatory carriage rights, subject to
certain exceptions, within the larger of (i) a 50 mile radius from the station's city of license or (ii) the station's
Grade B contour (a measure of signal strength). Unlike commercial stations, noncommercial stations are not
given the option to negotiate retransmission consent for the carriage of their signai. [n addition, cable systems
will have to obtain retransmission consent for the carriage of all "distant” commercial broadcast stations, except
for certain "superstations,” 1.e., commercial satellite-delivered independent stations such as WTBS. The 1992
Cable Act also eliminated, effective December 4, 1992, the FCC's regulations requiring the provision of input
selector switches. The statutory must-carry provisions for noncommercial stations became effective on
December 4. 1992. Must-carry rules for both commercial and noncommercial stations and retransmission
consent rules for commercial stations were adopted by the FCC on March 11, 1993. The must-carry requirement
for commercial stations went into effect on June 2, 1993, and anv stations for which retransmission consent had
not been obtained (other than must-carry stations, non-commercial stations and superstations) had to be dropped
as of October 6, 1993. A number of stations previously carried by the Company's cable television systems
elected retransmission consent. The Company was able to reach agreements with broadcasters who elected
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retransmission consent or to negotiate extensions o the October 6, 1993 deadline and has therefore not been
required 10 pay cash compensation to broadcastars for reransmission consent or been required by broadcasters
to remove broadcast siations from the cable television channel line-ups. The Company has, however, agread
carry some services (e.g., ESPN2 and a new service by FOX) in specified markets pursuant to retransmission
consent arrangements which it believes are comparable to those entered into by most other large cable
operafors. The next zlection betwesn must-carry and reransmission consent for local commercial tzlevision
broadcast stations will be October |, 1996.

Nonduplication of Nenvork Programming. Cable svsterns that have 1.000 or more subscribers must,

upon the appropriate request of a local television station, delete the simultaneous or nonsimultaneous network
programming of a distant station when such programming has also been contracted for by the local station on an
exclusive basis.

Deletion of Syndicated Programming. FCC regulations ¢nable television broadcast stations that have

obtained exclusive distmibution rights for syndicated programming in their market to require a cable system to
delete or "black out” such programming from other television stations which are carried by the cable system,
The extent of such deletions will vary from market to market and cannot be predicted with certainty. However,
it is possible that such deletions could be substantial and could lead the cable operator to drop a distant signal in
its entirety. The FCC also has commenced a proceeding to determine whether to relax or abolish the geographic
limizations on program exclusivity contained in its rules, which would allow parties to set the geographic scope
of exclusive distribution rights entirely by contract, and to determine whether such exclusivity rights should be
extended to noncommercial educarional stations. It is possible that the outcome of these proceedings will
increase the amount of programming that cable operators are requested to black out. Finally, the FCC has
declined to impose equivalent syndicated exclusivity rules on satellite carriers who provide services to the
owners of home satellite dishes similar to those provided by cable systems.

Eranchise Fees. Although franchising authorities may impose franchise fees under the 1984 Cabie Act,
such payments cannot exceed 3% of a cable system's annual gross revenues. [n those communities in which
franchise fees are required, the Company currently pays franchise fees ranging up to 3% of gross revenues.
Franchising authorities are also empowered in awarding new franchises or renewing existing franchises to
require cable operators 1o provide cable-related facilities and equipment and to enforce compliance with
voluntary commitments. [n the case of franchises in effect prior to the effective date of the 1984 Cable Act,
franchising authorities may enforce requirements contained in the franchise relating to facilities, equipment and
services, whether or not cable-related. The 1984 Cable Act, under certain limited circumstances, permits a cable
operator o obtain modifications of franchise obligations.

Renewal of Franchises. The 1984 Cable Act established renewal procedures and criteria designed to
protect incumbent franchises against arbitrary denials of renewal. While these formal procedures are not
mandatory unless timely invoked by either the cable operator or the franchising authority, they can provide
substantial protection 1o incumbent franchisees. Even after the formal renewal procedures are invaked,
{ranchising authorities and cabie operators remain free to negotiate a renewal outside the formal process.
Nevertheless, renewal is by no means assured, as the franchisee must meet certain statutory standards. Even ifa
franchise is renewed, a franchising authority may impose new and more onerous requirements such as
upgrading facilities and equipment, although the municipality must take into account the cost of meeting such
requirements.

The 1992 Cable Act makes several changes to the process under which a cable operator seeks to enforce
its renewal rights which could make it easier in some cases for a franchising authority © deny renewal. While a
cable operator must still submit its request {0 commence renewal proceedings within thirty to thirty-six months
prior to franchise expiration to invoke the formal renewal process, the request must be in writing and the
franchising authority must commence renewal proceedings not later than six months after receipt of such notice.
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The four-month period for the franchising authority to grant or deny the renewal now runs from the submission
of the renewal proposal. not the completion of the public proceeding. Franchising authorities may consider the
"level” of programming service provided by a cable operator in deciding whether to renew. For alleged
franchise violations occurring after December 29, 1984, franchising authorities are no longer precluded from
denving renewal based on failure to comply substantially with the material terms of the franchise where the
franchising authority has "effectively acquiesced” to such past violations. Rather, the franchising authority is
stopped if, after giving the cable operator notice and opportunity te cure, it fails o respond to a written notice
from the cable operator of its failure or inability to cure. Courts may not reverse a renewal denial based on
procedural reguiations found to be "harmless error.”

Channel Ser-Asides. The 1984 Cable Act permits local franchising autherities to require cable operaiors
to set aside certain channels for pubiic, educational and governmental access programming. The Company
believes that none of the Svstems' franchises contain unusually onerous access requirements. The 1984 Cable
Act further requires cable systems with thirty-six or more activated channels 10 designate a portion of their
channel capacity for commercial leased access by unaffiliated third parties. While the 1984 Cable Act presentiy
allows cable operators substantial latitude in serting leased access rates, the 1992 Cable Act requires leased
access rates 1o be set according 1o a formula determined by the FCC. The FCC has proposed to revise the
existing rate formula in a way which would significantly lower the rates cable operators could charge. It is
possible that such leased access will result in competition to services offered by the Company on the other
channels of its cable systems.

Competing Franchises. Questions concerning the ability of municipalities to award a single cable
television franchise and 10 impose certain franchise restrictions upon cable television companies have been

considered in several recent federal appellate and district court decisions. These decisions have been somewhat
inconsistent and. until the U.S. Supreme Court rules definitively on the scope of cable television's First
Amendment protections. the legality of the franchising process and of various specific franchise requirements is
likely to be in a state of flux. It is not possible at the present time to predict the constitutionally permissible
bounds of cable franchising and particular franchise requirements. However, the 1992 Cable Act. among other
things. prohibits franchising authorities from unreasonably refusing to grant franchises 10 competing cable
svstems and permits franchising authorities to operate their own cable systems without franchises.

The 1996 Act repealed the restrictions on local exchange telephone companies (“LECs™) from
providing video programming directly to customers within their local exchange telephone service areas, except
in rural areas or by specific waiver of FCC rules. The Supreme Court recently vacated a Fourth Judicial Circuit
decision which had heid the 1984 Cable Act's cable telephone cross-ownership prohibition unconstitutional.
The Supreme Court remanded for the Court of Appeals to consider whether the case is moot in light of the
repeal of the statutory cross-ownership ban. The 1996 Act also authorized LECs to operate “open video
svstems™ without obtaining a local cable franchise, although LECs operating such systems can be required to
make payments to local governmental bodies in lieu of cable franchise fees. Where demand exceeds channe)
capacity, up to two-thirds of the channels on an “open video system™ must be available to programmers
unaffiliated with the LEC.

The 1996 Act eliminated the FCC rule prohibiting common ownership between a cable system and a
national broadcast television network. The 1996 Act also eliminated the statutory ban covering certain common
ownership interests, operation or control between a television station and cable system within the station’s
Grade B signal coverage area. However. the parallei FCC rules against cable/television station cross-ownership
remains in place, subject to review by the FCC within two vears. Finally, the 1992 Cable Act prohibits common
ownership, control or interest in cable television systems and MMDS facilities or SMATV systems having
overlapping service areas, except in limited circumstances. The 1996 Act exempts cable systems facing
“effective competition” from the MMDS and SMATYV cross-ownership restrictions.
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Pursuant to the 1992 Cable Act. the FCC has imposed limits on the number of cable systems which a
single cable operator can own. In gzneral. no cable operator can have an attributable interest in cable svstems
which pass more than 30 percent of all homes nationwide. Arributable intzrests for these purposes inciude
voting interests of 3% or more (unless there is another single holder of more than 30% of the voting stock),
officerships, directorships and general parmership interests. The FCC has staved the effeciiveness of these rules
pending the outcome of the appeal from the U.S. District Court decision holding the multiple ownership limit
provision of the 1992 Cable Act unconstitutional.

The FCC has also adopted rules which limit the number of channels on a cable system which can be
occupied by programming tn which the cable system's owner has an attributable interese. The limit is 49% or all
activared channels.

EEQ. The [984 Cable Act includes provisions to.ensure that minorities and women are providad squal
employment opportunities within the cable tefevision industry. The statute requires the FCC to adopt reporting
and certification rules that apply to all cable system operators with more than five full-time employees. Pursuant
o the requirements of the 1992 Cable Act. the FCC has imposed more detailed annual EEQ reporting
requirements on cable operators and has expanded those requirements to all mulichannel video service
distributors. Failure to comply with the EEO requirements can result in the imposition of fines and/or other
admtinistrative sanctions. or may, in Certain circumstances. be cited by a franchising authority as a reason for
denying 2 franchisee's renewal request.

Lrivgcy. The 1984 Cable Act imposes a number of restrictions on the manner in which cable system
operators can collect and disclose data about individual system subscribers. The statute also requires that the
system operator periodically provide all subscribers with written information about its policies regarding the
collection and handling of data about subscribers. their privacy rights under federal law and their enforcement
rights. In the event that a cable operator is found to have violated the subscriber privacy provisions of the 1984
Cable Act. it could be required to pay damages, attorney’s fees and other costs. Under the 1992 Cable Act. the
privacy requirements are strengthened to require that cable operators take such actions as are necessary to
peevent unauthorized access to personally identifiable information.

Eranchise Transfers. The 1992 Cable Act requires franchising authorities to act on any franchise
transfer request submitted after December 4. 1992 within 120 days after receipt of all information required by
FCC reguiations and by the franchising authority. Approval is deemed to be granted if the franchising authority
fails to act within such period.

rting «drements. Prior 1o commencing operation in a particular
community, all cable television systems must file a registration statement with the FCC listing the broadcast
signals they will carry and certain other information. Additionally, cable operators periodically are required to
file various informational reports with the FCC. Cable operators who operate in certain frequency bands are
required on an.annual basis to file the results of their periodic cumulative leakage testing measurements.
Operators who fail 10 make this filing or who exceed the FCC's allowable cumulative leakage index risk being
prohibited from operating in those frequency bands in addition to other sanctions.

Lechnical Requirements, Historically, the FCC has imposed technical standards applicable to the cable
channels on which broadcast stations are carried, and has prohibited franchising authorities from adopting
standards which were in conflict with or more restrictive than those established by the FCC. The FCC has
recently revised such standards and made them applicabie to all classes of channels which carry downstream
NTSC video programming. Local franchising authorities are permitted to enforce the FCC's new technical
standards. The FCC also has adopted additional standards applicable to cable television systems. using
frequencies in the 108-i37 Mhz and 225-400 Mhz bands in order to prevent harmful interference with
aeronautical navigation and safety radio services, and has also established limits on cable system signal-leakage.
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Periodic testing by cable operators for compliance with these technical standards and signal leakage limits is
required. The Company believes that the Systems are in compliance with these standards in all material
respects. The 1992 Cable Act requires the FCC to update periodically its technical standards to take into account
changes in technology. The FCC has adopted regulations to impiement the requirements of the 1992 Cable Act
designed 10 improve the compatibility of cable svstems and consumer electronics equipment. These
regulations, inter alia, generally prohibit cable operators from scrambling their basic service tier and from
changing the infrared codes used in their existing customer premises equipment. This laner requirement could
make it more difficult or costly for cable operators to upgrade their customer premises equipment and the FCC
has been asked to reconsider its regulations. The 1996 Act directs the FCC to set only minimal standards to
assure compatibility berween television sets, VCRs and cable systems, and to rely on the marketplace. The FCC
must adopt ruies to assure the competitive availability to consumers of customer premises equipment, such as
converters, used to access the.services offered by cable systems and other muitichannel video programming
distributors.  Finally, the 1996 Act prohibits local franchising authorities from prohibiting, conditioning or
restricting a cable system's use of any type of subscriber equipment or transmission technology.:

Pole_Atachments. The FCC currently regulates the rates and conditions imposed by certain public
utilities for use of their poles, unless under the Federal Pole Artachments Act state public service commissions
are able to demonstrate that they regulate rates, terms and conditions of the cable tefevision pole attachments. A
number -of states (including Massachusents, Michigan, New Jersey, New York, Ohio and Vermont) and the
District of Columbia have certified to the FCC that they regulate the rates, terms and conditions for pole
attachments. In the absence of state regulation, the FCC administers such pole attachment rates through use of a
formula which it has devised and from time to time revises. The 1996 Act directs the FCC to adopt a new rate
formula for any attaching party, including cable systems, which offers telecommunications services. This new
formula will result in significantly higher attachment rates for cable systems which choose to offer such
5€MviICEs.

QOrher Magters. FCC regulation also includes matters regarding a cable system's carriage of local sports
programming; restrictions on origination and cablecasting by cable system operators; application of the faimess
docwrine and rules governing political broadeasts; customer service; home wiring; and limitations on advertising
contained in nonbroadcast children's programming.

Comeright Cable television systems are subject to federal copyright licensing covering carmage of
broadcast signals. In exchange for making semi-annual payments to a federal copyright royalty poal and
meeting certain other obligations, cable operators obtain a statutory license to retransmit broadcast signals. The
amount of this royaity payment varies, depending on the amount of system revenues from certain sources, the
number of distant signals carried, and the location of the cable system with respect to over-the-air television
stations. Originally, the Federal Copyright Royalty Tribunal was empowered to make and, in fact, did make
several adjustments in copyright royalty rates. This wibunal was eliminated by Congress in 1993. Any future
adjustment to the copyright royalty rates will be done through an arbitration process to be supervised by the
U.S. Copyright office. Requests to adjust the rates were made in January 1996, and are pending before the
Copytight Office. Cable operators are liable for interest on underpaid and late paid royalty fees, but are not
entitled to receive interest on refunds due to overpayment of royalty fees.

The Copyright Office has commenced a proceeding aimed at examining its policies govemning the
consolidated reporting of commonly owned and contiguous cable systems. The present policies governing the
consolidated reporting of certain cable systems have often led to substantial increases in the amount of
copyright fees owed by the svstems affected. These situations have most frequently arisen in the context of
cabie system mergers and acquisitions. While it is not possibie to predict the outcome of this proceeding, any
changes adopted by the Copyright Office in its current policies may have the effect of reducing the copyright
impact of certain ransactions involving cable company mergers and cable system acquisitions.
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Various bills have been introduced into Congress over the past several years that would ¢liminate or
modifv the cable television compulsory license. The FCC has recommended 1o Congress that it repeal the cable
industry's compulsory copynight license. The FCC determined that the starutory compulsory copyright license
for local and distant broadcast signals no longer serves the public interest and that private negotiations berween
the applicable parties would better serve the public. Without the compulsory license, cable operators might need
to negotiate rights from the copyTight owners for 2ach program carmied on each broadcast station in the channel
lineup. Such negotiated agreements could increase the cost to cable operators of carrying broadcast signats, The
1992 Cable Act's retransmission consent provisions expressiy provide that retransmission consent agraaments
between television broadcast stations and cable operators do not obviate the need for cable operators to obtain a
copyright license for the programming carried on each broadcaster's signal.

Copyrighted music performed in programming supplied to cable television systems by pay cable
networks (such as HBO) and basic cable networks (such as USA Network) has generally been licensed by the
networks through private agreements with the American Society of Composers and Publishers ("ASCAP") and
BMI, Inc. ("BMI"), the two major performing rights organizations in the United States. As a result of extensive
litigazion, ASCAP and BMI are both now required to offer "through to the viewer" licenses to the cable
nerworks which would cover the retransmission of the cable networks' programming by cable systems to their
subscribers.

Copyrighted music performed by cable systems themselves on local origination channeis. PEG
channels, and in locally inserted advertising and cross promotional announcements must also be licensed. A
blanket license is availabie from BMI. Cable industry negotiations with ASCAP are still in progress.

State and Local Regulation

Because a cable television system uses local streets and rights-of-way, cable television systems are
subject to smte and local regulation, typically imposed through the franchising process. State and/or local
officials are usually involved in franchise selection, system design and construction, safery, service rates,
consumer relations, billing practices and community related programming and services.

Cable television systems generally are operated pursuant to nonexclusive franchises, permits or licenses
granted by a municipality or other state or local government entity. Franchises generally are granted for fixed
terms and in many cases are terminable if the franchise operator fails to comply with material provisions.
Although the 1984 Cable Act provides for certain procedural protections, there can be no assurance that
renewals will be granted or that renewals will be made on similar terms and conditions. Franchises usually call
for the payment of fees, often based on a percentage of the system's gross subscriber revenues, to the granting
authority. Upon receipt of a franchise, the cable system owner usually is subject to a broad range of obligations
to the issuing authority directly affecting the business of the system. The terms and conditions of franchises vary
materially from jurisdiction to jurisdiction, and even from city to city within the same state, historically ranging
from reasonable to highly restrictive or burdensome. The 1984 Cable Act places certain limitations on a
franchising authority's ability to control the operation of a cable system operator and the courts have from time
to time reviewed the constitutionality of several generai franchise requirements, including franchise fees and
access channel requirements, often with inconsistent results. On the other hand, the 1992 Cable Act prohibits
exclusive franchises, and allows franchising authorities to exercise greater control over the operation of
franchised cable systems, especially in the area of customer service and rate regulation. The 1992 Cable Act
also allows franchising authorities to operate their own multichannel video distribution system without having
to obtain a franchise and permits states or local franchising authorities to adopt certain restrictions on the
ownership of cable systems. Moreover, franchising authorities are immunized from monetary damage awards
arising from regulation of cabie systems or decisions made on franchise grants, renewals, transfers and
amendments.
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The specific terms and conditions of a franchise and the laws and regulations under which it was
aranied directly affect the profitability of the cable television system. Cable franchises generally contain
provisions governing charges for basic cable ielevision services. fees 10 be paid 1o the franchising authority,
length of the franchise term. renewal, sale or transfer of the franchise, territory of the franchise. design and
technical performance of ihe syvstem. use and occupancy of public streets and number and types of cable
services provided. The 1996 Act prohibits a franchising authority from either requiring or limiting a cable
operator’'s provision of telecommunications services.

Various proposals have been introduced at the state and local levels with regard to the regulation of
cable television systems, and a number of siates have adopted legisiation subjecting cable television systems w0
the jurisdiction of centralized state govemnmental agencies, some of which impose regulation of a character
similar to that of a public utility. Attempts in other states to regulate cable television systems are continuing and
can be expected to increase. Such proposals and legislation may be preempted by federal statute and/or FCC
regulation. To date, the states in which the Company operates that have enacted such state level regulation are
‘New York, New Jersey, Massachusents and Vermont. The Company cannot predict whether other states in
which it currently operates, or in which it may acquire systems, will engage in such regulation in the future.

The foregoing does not purport to describe all present and proposed federal, state and local regulations
and legislation relating to the cable television industry. Other existing federal regulations, copyright licensing
and. in many jurisdictions, state and local franchise requirements currently are the subject of a variety of judicial
proceedings, legislative hearings and administrative and legislative proposals which could change, in varying
degrees, the manner in which cable television systems operate. Neither the outcome of these proceedings nor
thetr impact upon the cable television industry or the Systems can be predicted at this time.

ITEM 2. PROPERTIES

The Company's principal physical assets consist of cable television operating plant and equipment,
including signal receiving, encoding and decoding devices, headends and distribution systems and subscriber
house drop equipment for each of its cable television systems. The signal receiving apparatus typically includes
a tower. antenna, ancillary electronic equipment and earth stations for reception of satellite signals. Headends,
consisting of associated electronic equipment necessary for the reception, amplification and modulation of
signals, are located near the receiving devices. The Company’s distribution system consists primarily of coaxial
and fiber optic cables and related electronic equipment. Subscriber devices consist of decoding converters. The
physical components of cable television systems require maintenance and periodic upgrading to keep pace with
technological advances.

The Company's cables and related equipment are generally attached to utility poles under pole rental
agreements with local public utilities, although in some areas the distribution cable is buried in underground
ducts or trenches. See "Legislation and Regulation-Federal Regulation.”

The Company owns or leases parcels of real property for signal reception sites (antenna towers and
headends), microwave facilities and business offices in each of its market areas, and owns most of its service
vehicles. The Company also leases certain cable, operating and support equipment from a corporation owned
by members of the Rigas Family. All leasing transactions between the Company and its officers, directors or
principal stockholders. or any of their affiliates, are, in the opinion of management, on terms no less favorabie to
- the Company than could be obtained from unaffiliated third parties.

Substantially all of the assets of Adelphia's subsidiaries are subject to encumbrances as collateral in
connection with the Company's credit arrangements, either directly with a security interest or indirectly through
a pledge of the stock in the respective subsidiaries. See Note 3 10 the Adelphia Communications Corporation
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Consolidated Financial Statements. The Company believes that its properties. both owned and leased. arg in
good operating condition and are suitable and adequate for the Company’s business operations.

ITEM 3. LEGAL PROCEEDINGS

There are no material pending legal proceedings, other than routine litigation incidental to the business,
to which the Company or any of its subsidianes is a part of or to which any of their property is subject.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote of security holders during the fourth quarter of the fiscal year 1996,

Executive Officers of the Regismrant

The executive officers of the Company, first elected to hold their respective positions on July 1. 1986
following the reorganization of the Company as a holding company, serve at the discretion of the Board of
Directors. The executive officers of the Company are:

John J. Rigas 71 Chairman, Chief Executive Officer, President and
Director

Michael J. Rigas 42 Executive Vice President, Operations and Director

Timothy J. Rigas 39 Executive Vice President, Chief Financial Officer,

Treasurer and Director
James P. Rigas 38 Executive Vice President, Strategic Planning and Director

Daniel R. Miliiard 48 Senior Vice President, Secretary and Director

John J. Rigas is the founder, Chairman, President and Chief Executive Officer of Adelphia-and is
President of its subsidiaries. Mr. Rigas has served as President or general partner of most of the constituent
entities which became wholly-owned subsidiaries of Adelphia upon its formation in 1986, as well as the cable
television operating companies acquired by the Company which were wholly or partially owned by members of
the Rigas Family. Mr. Rigas has owned and operated cable television systems since 1952. Among his business
and community service activities, Mr. Rigas is Chairman of the Board of Directors of Citizens Bancorp., Inc.,
Coudersport, Pennsylvania, and a member of the Board of Directors of Charles Cole Memorial Hospital. He is a
director of the National Cable Television Association and a past President of the Pennsylvania Cable Television
Association. He is also a member of the Board of Directors of C-SPAN and the Cable Advertising Bureau, and
is a Trustee of St. Bonaventure University. He graduated from Rensselaer Polytechnic Institute with a B.S. in
Management Engineering in 1950.

Johin J. Rigas is the father of Michael J. Rigas, Timothy J. Rigas and James P. Rigas, each of whom
currently serves as a director and executive officer of the Company.

Michael J. Rigas is Executive Vice President, Operations of Adelphia and is a Vice President of its
subsidiaries. Since 1981, Mr. Rigas has served as a Senior Vice President, Vice President, general partaer or
other officer of the constituent entities which became wholly-owned subsidiaries of Adelphia upon its formation
in 1986, as well as the cable television operating companies acquired by the Company which were wholly or
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partiaily owned by members of the Rigas Family. From 1979 to 1981, he worked for Webster. Chamberlain &
Bean. a Washington. D.C. law firm. Mr. Rigas graduated from Harvard University (magna cum laude) in 1976
and received his Juris Doctor degree from Harvard Law School in 1979.

Timathy J. Rigas is Executive Vice President. Chief Financial Officer. Chief Accounting Officer and
Treasurer of Adelphia and its subsidiaries. Since 1979. Mr. Rigas has served as Senior Vice President. Vice
President. general partner or other officer of the constituent entities which became wholly-owned subsidiaries of
Adelphia upon its formation in 1986, as well as the cable television operating companies acquired by the
Company which were wholly or partiallv owned by members of the Rigas Family. Mr. Rigas graduated from
the University of Pennsylvania, Wharton School, with a B.S. degree in Economics (cum faude) in 1978.

James P. Rigas is Executive Vice President. Strategic Planning of Adelphia and is a Vice President of
its subsidiaries, Since February 1986. Mr. Rigas has served as a Senior Vice President, Vice President or other
officer of the constituent entities which became whollv-owned subsidiaries of Adelphia upon its formation in
1986. as well as the cable television operating companies acquired by the Company which were wholly or
partially owned by members of the Rigas Family. Among his business activities, Mr. Rigas is a member of the
Board of Directors of Cable Labs. Mr. Rigas graduated from Harvard University (magna cum laude) in 1980
and received a Juris Doctor degree and an M.A. degree in Economics from Stanford University in 1984, From
June 1984 to Februarv 1986, he was a consultant with Bain & Co., a management consulting firm,

Daniel R. Milliard is Senior Vice President and Secretary of Adelphia and its subsidiaries, and also
serves as President of a subsidiary, Hyperion Telecommunications, Inc. Since 1982, Mr., Milliard served as Vice
President, Secretary and/or General Counsel of Adelphia and the constituent entities which became
wholly-owned subsidiaries of Adelphia, as well as the cable television operating companies acquired by the
Company which were wholly or partially owned by members of the Rigas Family. He served as outside general
counsel to the Company's predecessors from 1979 to 1982. Mr. Milhard graduated from American University in
1970 with a Bachelor of Science degree in Business Administration. He received an M.A. degree in Business
from Central Missouri State University in 1971, where he was an Instructor in the Department of Finance.
School of Business and Economics, from 1971-1973, and received a Juris Doctor degree from the University of
Tulsa School of Law in 1976. He is a Director of Citizens Bancorp., Inc. in Coudersport, Pennsylvania and
President of the Board of Directors of Charles Cole Memonal Hospital.

Orther Principal Employees

Orby G. Kelley, 64, joined the Company in 1986 and currently holds the position of Vice President of
Administration/Labor Relations. From 1981 until joining the Company, Mr. Kelley served as Vice President
Human Resources--Columbus Operations for Wamer Amex Cable Communications. Inc. Prior to that time he
served in a similar capacity for Colony Communications, Inc. and Landmark Communications, Inc. Mr. Kelley
received his B.A. degree from Old Dominion University in 1958 and his M.B.A. from California Wesiern
University in 1980.

Daniel Liberatore. 43, has been Vice President of Engineering since 1986. He is responsible for
technical operations, engineering and related supervisory and management functions for the Company Systems.
Mr. Liberatore received a B.S. degree in Electrical Engineering from West Virginia University and a Masters
Degree in Engineering Management from the University of Massachuserts. He previously served as director of
engineering for Wammer Amex Cable Communications. Inc. from June 1982 until joining the Company. From
December 1980 to June 1982, Mr. Liberatore served as a Project Administrator for Wamer Amex Cable
Communications, Inc.



James R. Brown. 33. joined the Company in 1984 and currently holds the position of Vice President of
Financs. Mr. Brown graduaied with a2 B.5. degree in [ndustrial and Managament Enginsering from Rensselasr
Polyvtechnic [astitute in 1984,

Randall D. Fisher. 21, joined the Company in 1991 and is Vicz Prasident, General Counsel and
Assistant Corporate Secretary. Previousty Mr. Fisher was in private practics with the Washingon. D.C. law
firm of Baraff, Koemner, Olender & Hochberg, P.C. Mr. Fisher camed his J.D. from Texas Tach University. He
racaived a Masters Degree in Public Administration from Midwestemn University in Wichita Falls. Texas, and a
B.A. degree in Journalism from the University of Texas at Austin.

Jack A. Olson. 41, joined the Company in 1982 and currently holds the position of Vice Prasident of
Media Development. Mr. Olson has held various sales and marketing positions with the Company and is
currently responsibie for the sale of television advertising and the development and sales of other media related
services, Priorto joining the Company. Mr. Olson was a partner in a familyv owned contract sales and marketing
firm consulting to the cable industry.

Edward E. Babcock. Jr.. CPA. 33, joined the Company in May 1993 and currently holds the position of
Director of Financial Administration and Chief Accounting Officer. Prior to joining Adelphia, Mr. Babcock
was the Vice President of Finance and Administration of Pure [ndustries. Before joining Pure Industries. Mr,
Babcock spent eight vears with the Pittsburgh otfice of Deloitte & Touche LLP. Mr. Babcock received his B.S,
degree in Accounting from The Pennsylvania State University in 1984,

John B. Glicksman, 36, joined the Company in February 1992 and currently holds the position of
Deputy General Counsel for Operations. Previously Mr. Glicksman was in private practice with the
Washington, D.C. law firms of Leventhal, Senter & Lerman: Fleischman and Walsh: and Howrey & Simon.
Mr. Glicksman received his J.D. degree. with honors, from The National Law Center, George Washington
University, Washington, D.C. and his B.A. degree. with high honors. from Trinity College, Hartford,
Connecticut.

Larry Brem. 43, joined the Company in May 1995 and currently holds the position of Corporate
Director of Operations for the Florida cluster. Mr. Bren was employed by TeleCable Corporation, a cable
television operator, from 1979 to 1993 and iast served as Vice President, Regional Operations. from 1982 o
[1995. Mr. Brett received a B.B.A. degree in finance and economics from Emory University in 1973 and an
M.B.A. degree from the University of Virginia's Darden School in 1979.

Colin H. Higgin, 33, joined the Company in November 1992 as Deputy General Counsel and Assistant
Secretary. Mr. Higgin was an associate at Proskauer Rose Goetz & Mendelsohn from 1991 to 1992 and Latham
& Watkins from [987 to [991. Mr. Higgin graduated from the University of Pennsylvania. Wharton School.
with a B.S. degree in Economics in 1983 and received his J.D. from Indiana University in 1987.

William C. Kent, 45. joined the Company in August [994 as Corporate Director of Operations for the
New England, Ohio and Virginia clusters. From 1993 to 1994, Mr. Kent served as a consultant to the Multi-
Media Services Group of Southemn New England Telephone. From 1991 o 1992, he served as Director of
Operations for the Providence. Rhode [sland cable system for Times Mirror. Mr. Kent was also employed by
Viacom, [nc., a worldwide entertainment and media concern, for seven years and last served as Ceneral
Manager of a cable system. He received a B.A. degree in English from Wittenberg University in 1973 and an
M.B.A. degree from Cleveland State University in {981

Michael C. Mulcahey. CPA, 38, joined the Company in 1991 and currsntly holds the position of
Director of Accounting and Assistant Treasurer. From 1987 to 1991, Mr. Mulcahey held accounting and tax
positions with the Syracuse office of Coopers & Lybrand. Mr. Mulcahey received his B.A. in Political Science
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from State University of New York at Buffalo in 1980 and his M.B.A. from Eastern Washington University in
1983, )

James M. Kane. CPA. 33, joined the Company in April 1992 and currently holds the pbsirion of
Director of Finance. From 1989 to 1992, Mr. Kane served in accounting and consulting positions with Price
Waterhouse in Pinsburgh. From 1983 to 1987, Mr. Kane served in accounting positions with Coopers &
Lybrand in Pinsburgh. Mr. Kane received his B.S. degree in Accounting from Pennsylvania State University in
1982 and his M.B.A. from Carnegie Mellon's Graduate School of [ndustrial Administration in 1989.

Robert G. Wahl. 34, joined the Company in May 1990 and was appointed to his present position of
Corporate Director of Operations for the Western New York, Eastem Pennsylvania, Western Pennsylvania and
New Jersey clusters in June 1994. From 1990 to 1994, Mr. Wah! served as General Manager of the Company's
Northeast system and, from 1392 to 1994, he also acted as Pittsburgh Regional Manager. Prior to his
employment with the Company, he served as Manager of the Horvitz Newspapers, Inc., in Troy, New York.
Mr. Wah! graduated from John Carroll University in Cleveland with 2 B.S. degree in Business Administration
in 1963.

Charles R. Drenning, 50, is Vice President, Engineering Operations of Hyperion. Prior to joining
Hyperion, Mr. Drenning was a District Sales manager for Penn Access Corporation. In addition, he has over 22
years experience with AT&T and the Bell System, where he served in a number of executive level positions in
sales and marketing, accounting, data processing, research and development, and strategic planning. Mr.
Drenning began his career with AT&T as a member of the technical staff of Bell Laboratories in Columbus,
Ohio. His seven years of research work at the laboratories included both hardware and software development
for central office switching equipment. Mr. Drenning holds a B.S. in Electrical Engineering and an M.S. in
Computer Information Science from Ohio State University. He is a member of the Pennsylvania Technical
Institute and [EEE.

Paul D. Fajerski, 47, is Vice President, Marketing and Sales of Hyperion. Priar to joining Hyperion.
Mr. Fajerski was a District Sales Manager for Penn Access Corporation, a competitive access provider in
Pirtsburgh, Pennsylvania. In addition, he has over 13 years experience with AT&T and the Bell System where
he served in a number of executive level positions in sales and marketing. Mr Fajerski holds a B.S. in Business
Administration from the College of Steubenville.

Randolph S. Fowler, 44, is Vice President, Business Development and Regulatory Affairs of Hyperion.
Prior 10 joining Hyperion, Mr. Fowler was Vice President of Marketing for Penn Access Corporation, 2
competitive access provider in Pittsburgh, Pennsylvania. He previousiy served for four years as Director of
Technology Transfer and Commercial Use of Space in two NASA-sponsored technology transfer programs. In
addition, he has over |7 years experience with AT&T and the Beil System, where he served in a number of
executive level positions in sales and marketing, operations, human resources, business contols, and strategy
development. Mr. Fowler holds a B.S. in Business Administration from the University of Pintsburgh. He has
developed and taught courses in Marketing, Network Management, and Regulation for the University of
Pinsburgh's Graduate Program in Telecommunications. Mr. Fowler is a contributing author for the
Encyelopedia of Telecommunications. |
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ITEM 5. MARKET FOR REGISTRANT'S CONMMON EQUITY AND RELATED STOCKHOLDER
MATTERS

The Company's Class A Commeon Stock is listed for trading on the National Association of Securities
Dealers Automated Quotations System National Market Svstem (NASDAQ-NMS),  Adelphia's NASDAQ-
NMS symbol is "ADLAC”

The following table sets forth the range of high and [ow closing bid prices of the Class A Common
Stock on NASDAQ/NMS. Such bid prices represent inter-dealer quotations, without retail mark-up. mark-down
or commission, and may not necessarily represent actual transactions.

'\‘ ] N‘

QUARTER ENDED: HIGH LOW
June 30, 1994 S14 172 S0
September 30, 1994 S15112 stz
December 31, 1994 $15 174 $31M
March 31, 1993 S11 12 5 83/4
June 30, 1993 310 5/4 3712
September 30, 1995 St i/ $81/4
December 31, 19935 g 93/4 $61/4
March 31, [996 $87/8 $61/4

As of June 23, 1996, there were approximately 168 holders of record of Adelphia's Class A Common
Stock. As of June 23, 1996, two record holders were registered clearing agencies holding Class A Common
Stock on behalf of participants in such ciearing agencies.

No established public trading market exists for Adelphia's Class B Common Stock. As of the date
hereof, the Class B Common Stock was held of record by seven persons, principally members of the Rigas
Family, including a Pennsylvania general partmership ail of whose parmers are members of the Rigas Family.
The Class B Common Stock is convertible into shares of Class A Common Stock on a one-to-one basis. As of
June 23, 1996 the Rigas Family owned 99.1% of the outstanding Class B Common Stock.

Adelphia has never paid a cash dividend on its common stock and anticipates that for the foreseeable
future any earnings will be retained for use in its business. The ability of Adelphia to pay cash dividends on its
common stock is limited by the provisions of its indentures. See "Management's Discussion and Analysis of
Financial Condition and Results of Operations - Liquidity and Capital Resources.”



ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

(Dollars in thousands, except per share amounts)

The selected consolidated financial data as of and for each of the five vears in the period ended March
31. 1996 have been derived from the audited consolidated financial statements of the Company.

Year Ended March 31,

Statement of Operations Data:

Revenues S

Direct operating and programming
expenses

Selling. general and administrative
expenses

Operating income before
depreciation, amortization and
rate regulation expenses

Depreciation and amortization

Rate regulation charge

Operating income

Interest income from affiliates
Other income (expense)
Priority investment income (a)
Cash interest expense
Noncash interest expense
Equity in loss of joint ventures

Loss before income taxes,
extraordinary ioss and cumuiative
effect of change in accounting
principle (b)

Income tax (expense) benefit

Loss before extraordinary loss
and cumulative effect of change
in accounting principle

Exwraordinary loss on early
retirement of debt (b)

Cumulative effect of
change in accounting for
income taxes (b)

Net loss 5

1993 1993 1994 1995 1996

275630 § 305222 S 319.045 § 361,505 S 403,597
74,787 82,377 90,547 106,993 124,116
43427 49,468 52,801 63,487 68.357
154,416 173,377 175,697 191,025 211,124
84.817 90,406 89,402 97,602 111,031
; - - . 5,300
69,599 82,971 86,295 93,423 94,793
3,085 5,216 9,188 11,112 10,623
968 1,447 (299) 1,453 ]
22,300 22,300 22,300 22,300 28,852
(129237)  (164,695)  (180,456)  (180,942)  (194,403)
(35,602) (164) (1,680) (14,756) (16,288)
(52.718) (46,841) (30,054) (44,349) (46.257)
(121,605) (99,766) (94,706)  (111,759)  (122,680)
) (3,143) (2,742) 5,475 2,786
(121,605)  (102,909) (97,448)  (106,284)  (119,894)
; (14,386) (752) - -

. (59,500) (89,660) ; ]

(121,605) S (176,795) S (187,860) S (106,284) § (119.894)




Year Ended March 31,

1992 1993 1994 1693 1996

Loss per weighted average share

of common stock before extra-

ordinary loss and cumulative

effect of change in accounting

principle (8.80) S (6.80) 3 (5.66) (432) S (4.56)
Net loss per weighed average

share of common stock (8.80) (11.68) (10.81) (4.32) (4.36)
Cash dividends declared per

common share - - - -
QOther Data:
EBITDA (d) 180,769 S 202,340 S 207,936 225890 S 247,999

March 31,
(992 1993 1994 1993 1956

Balance Sheet Data:
Cash and cash equivalents ILI75 8 38,671 8§ 74,073 5,045 8§ 10,809
[nvestment in and amounts

due from (1o} Olympus (a) 64,972 7,692 9,977 11,943 {33.636)
Total assets 925,791 949,593 1,073,846 1,267,291 1,333,923
Total debt 1,334,270 1,731,099 1,793,711 2,021,610 2,173,473
Debt net of cash (c) 1,543,097 1,692,428 1,719,636 2,016,563 2,164,664
Stockholders' equity {deficiency) (713,344) (868,614) (918,064)  (1,011,575)  (1,128239)

(a) On March 28, 1996, ACP, Telesat, Olympus, Adelphia and certain shareholders of Adelphia entered
into an agreement which provided for a distribution to Adelphia of $40,000 and the repayment of certain
amounts owed Telesat totaling 320,000. See “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” for further details.

Investment in and amounts due from Olympus at March 31, 1996 are comprised of the following:

Gross investment in PLP [nterests and general partmers’
equity 3 298,402
Excess of ascribed value of contributed property over i

historical cost (98,303)
Cumulative equity in net loss of Olympus (359,384)
Additional investment in Olympus - net of distributions 63,922
[nvestment in Olympus (93,563)
Amounts due from Olympus 59,907

$

(33,656)

(b) "Extraordinary loss" relates to loss on the early retirement of debt. "Cumulative Effect of Change in
Accounting Principle” refers to a change in accounting principle for Olympus and the Company. Effective
January 1, 1993 and April [, 1993, respectively, Olympus and the Company adopted the provisions of
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Statement of Financial Accounting Standards ("SFAS™) Ne. 109, "Accounting for Income Taxes”, which
requires an asset and liability approach for financial accounting and reporting for income taxes. SFAS No.
109 resuited in the cumulative recognition of an additional tiability by Olympus and the Company of
$59.500 and 589.660. respectively.

(c) Represents tatal debt less cash and cash equivalents,

(d) Eamnings before interest, income taxes, depreciation and amortization. equity in net loss of joint
ventures, other noncash charges. extraordinary loss and cumulative effect of change in accounting
principle ("EBITDA™). EBITDA and similar measurements of cash flow are commonly used in the cable
television industry to analyze and compare cable television companies on the basis of operating
performance. leverage and liquidity. While EBITDA is not an altemative indicator of operating
performance to operating income as defined by generally accepted accounting principles. the Company's
management believes EBITDA is a meaningful measure of performance as substantially all of the
Company's financing agreements contain financial covenants based on EBITDA.



[TEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

(Dollars in thousands)

Results of Operations

Ceneral

Adelphia Communications Corporation and its subsidiaries ("Adelphia” or the "Company™) earned
substantially ail of its revenues in each of the [ast three fiscal vears from monthly subscriber fees for basic.
sateilite. premium and ancillary services (such as installations and eguipment rentals), local and national
advertising sales, pay-per-view programming, home shopping networks and competitive local exchange
telecommunications (“CLEC™) services. Certain changes in the way the Company offers and charges for
subscriber services were implemented as of September I, 1993 under the 1992 Cable Act and under the
Company's revised method of offering certain services. See "Regulatory and Competitive Magers.”

The changes in Adelphia’s results of operations for the years ended March 31, 1995 and 1996,
compared to the same period of the prior year, were primarily the result of acquisitions, expanding existing
cable tefevision operations and, for the year ended March 31, 1996, the impact of increased advertising sales
and other service offerings as well as an increase in cable rates which became effective October 1, 1995,

The high level of depreciation and amortization associated with the significant number of acquisitions
in recent vears, the recent upgrading and expansion of systems and interest costs associated with financing
activities will continue to have a negative impact on the reported results of operations. Also, significant charges
for depreciation, amortization and interest are expected to be incurred in the future by the Olympus joint
venture, which will also adversely impact Adelphia's future results of operations. Adelphia expects to report net
losses for the next several years.

An 89% owned unrestricted subsidiary of the Company, Hyperion Telecommunications. Inc.
("Hyperion™), together with its subsidiaries owns certain investments in CLEC joint ventures and manages those
ventures. Hyperion is an unrestricted subsidiary for purposes of the Company’s indentures. Excluding the
impact of Hyperion’s operating results, the Company’s EBITDA (see definition below) would increase by
S1.941, 32,138 and 352,254 for the years ended March 31, 1994, 1995 and 1996, respectively. On April 13,
1996, Hyperion realized gross proceeds of $175.265 upon issuance of notes and warrants (see Liquidity and
Capital Resources).

The following table is derived from Adelphia’s Consolidated Financial Statements that are included in
this Annual Report on Form 10-K and sets forth the historical percentage relationship to revenues of the
components of operating income contained in such financial statements for the years indicated.
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Revenues
Operating expenses:
Direct operating and programming

Selling. general and administrative

Operating income before depreciation.
amortization and rate regulation expenses

Depreciation and amortization
Rate regulation

Operating income

! 3 4

Percentage of Revenues
Year Ended March 31,

1994 1995 1996

100.0% 100.0% 100.0%
28.4% 29.6% 30.8%
16.5% 17.6% 16.9%
35.1% 52.8% 52.3%
28.0% 27.0% 27.5%
0.0% 0.0% 1.3%
27.1% 25.8% 23.5%

Revenues. Revenues increased approximately 13.3% for the vear ended March 31, 1995 and 11.6% for
the vear ended March 31. 1996 compared with the prior fiscal year. The increases were attributable to the

following:

Acquisitions

Basic subseriber growth

Rate increases

Advertising sales and other services

Year Ended March 31.
1995 1996
87% 36%
10% 20%
0% 20%
3% 4%

Effective October 1, 1993, certain rate increases related to regulated cable services were impiemented
in substantially all of the Company’s Svstems. No rate increases were implemented during the 1995 fiscal year.
Advertising revenues and revenues derived from other strategic service offerings such as paging and CLEC
services also had a positive impact on revenues for the vear ended March 51, 1996.

Direct Operaiing and Programming Expenses. Direct operating and programming expenses, which are
mainly basic and premium programming costs and technical expenses. increased 18.2% and 16.0% for the vears
ended March 31, 1995 and 1996, respectively, compared with the respective prior years. Such increases were
primarily due to increased operating expenses from acquired systems, increased programming costs and
incremental costs associated with increased subscribers. Because of regulatory limitations on the timing and
extent to which cost increases may be passed on 1o customers, operating and programming expenses during the
fiscal years ended 1995 and 1996 have increased at a greater magnitude than corresponding revenue increases.
As a result of recent FCC regulatory rulemaking decisions, the Company intends to implement a svstematic
program of rate increases 1o reverse this trend. Consistent with such program, the Company intends 10 increase

rates in most markets, in accordance with FCC guidelines, during the second quarter of fiscal 1997.

Les
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Selling, General and ddminiscrative Expenses. These expenses, which are mainly comprised of costs
refated to svstem offices, customer service representatives, and sales and administrative 2mployess, increased
20.2% and 7.7% the years ended March 31, 1995 and 1996, respectively, comparsd with the respective prior
vears. The increases were primarily due to incremental costs associated with acquisitions. subscriber growth
and implementation of the 1992 Cable Act and regulations thereunder. Selling, general and adminisirative
sxpenses increased as a percentage of revenues for the year ended March 3!, 1995, as compared with fiscal
1994, primarily due to wage and benefit increases without a corresponding increase in revenues as a result of the
rate freeze enacted by the 1992 Cable Act. For the vear ended March 31, 1996, selling, general and
administrative expenses decreased as 2 percentage of revenues compared to the prior year, primarily due to the
favorable impact on revenues of the above mentioned October |, 1993 rate increases.

ing [n r reciati morizati it datign Fxpenses. Operating
income before depreciation, amortization and rate regulation settlement was 5175,697, S191,025 and 3211.124
for the years ended March 31, 1994, 1995 and 1996, respectivelv. The increase for the year ended March 31,
1995 was due primarily to the impact of acquisitions, offset by cost increases at a rate greater than increases in
revenues due largely 10 the above noted rate freeze. For the year ended March 31, 1996, the increase is
atributable to a combination of acquisitions, an increase in subscriber rates, intemnal subscriber growth and the
expansion of advertising and other non-cable services, partially offset by increased programming, general and
administrative costs.

Bate Regularion Expenses, The fiscal year ended March 31, [996 includes a $5,300 charge
representing management's estimate of the total costs associated with the resolution of subscriber rate disputes.
Such costs include, (i) an estimate of credits to be extended to customers in future periods of up to 32,700, (ii)
legal and other costs incurred during the fiscal year ended March 31, t996, and (iii) an estimate of legal and
other costs to be incurred associated with the ultimate resolution of this matter.

Depreciation and Amortization. Depreciation and amortization was higher for the years ended March
31, 1995 and 1996, compared with the respective prior year, primarily due to increased depreciation and

amortization related to acquisitions consummated during the years ended March 31, 1994, 1995 and 1996 as
well as increased capital expenditures made during the past several years.

Brigricy_Investment [ncome. Priority investment income is comprised of payments received from
Olympus of accrued prionty return on the Company's investment in PLP Interests in Olympus. Priority
investment income increased during the year ended March 31, 1996 as compared with the prior two fiscal years
due to increased payments by Olympus.

EBITDA EBITDA (earnings before interest, income taxes, depreciation and amortization, equity in net
loss of joint ventures, other non-cash charges, extraordinary loss and cumulative effect of change in accounting
principle) amounted to $3207,936, $225,890 and $247,999 for the years ended March 31, 1994, 1993 and 1996,
respectively. The increase of 8.6% and 9.8% for the years ended March 31, 1995 and 1996, compared with the
respective prior fiscal years is primarily due to the acquisition of cable systems during the years ended March
31, 1995 and [996 and increased priority investment income from Olympus during the year ended March 31,
1996. Increased revenues and operating expenses for the years ended March 31, 19935 and 1996, compared with
the respective prior years, primarily reflect the impact of acquisitions consummated during fiscal 1993 and
1996. While EBITDA is not an aiternative (0 operating income as defined by generally accepted accounting
principles, the Company's management believes EBITDA is a meaningful measure of performance as
substantially all of the Company's financing agreements contain financial covenants based on EBITDA.

[nrerest Expense. Interest expense increased approximately 7.4% and 7.7% for the years ended March
31,1995 and 1996, respectively, compared with the respective prior year. Approximately 36% of the increase
for fiscal 1995 was due to additional interest cost associated with incremental debt related to acquisitions. For
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the vear ended March 31. 1996, interest expense increased due to incremental debt outstanding during the
period, partially offset by a decrease in the average interest rate on outstanding debt during fiscal 1996
compared with the prior fiscal year. Approximately 27% of the increase in interest expense in fiscal 1996 as
compared with the prior vear was attributable 10 incremental debt related to acquisitions. Interest expense
includes non-cash accretion of original issue discount and non-cash interest expense totaling $1.680. $14,736
and 516,288 for the vears ended March 31, 1994, 1995 and 1996, respectively.

Equity in Loss of Joint Ventures. The equity in loss of joint ventures represents primarily (i) the

Company's pra rata share of Olympus' losses and the accretion requirements of Olympus’ preferred limited
partner interests, and (ii) Hyperion's pro-rata share of its less than majority owned partmerships’ operating
losses. The increase in the vear ended March 31, 1995, compared with the prior year, is primarily anributable to
the impact of the sale by Olympus of Northeast Cable and lower operating margins at Olympus. The increase in
the loss during the year ended March 31, 1996, compared.with the prior year, is due to an ‘increase in the losses
of certain investments in the CLEC business in which the Company is a less than majority partner partially
offset by improved operating performance in the Olympus partnership.

Net Loss. The Company reported net losses of $187,860, $106,284 and $119,894 for the years ended
March 31, 1994, 1995 and 1996, respectively. Net loss for fiscal 1994 included the cumulative effect of the
change in accounting of income taxes by the Company of 389,660. Excluding the effect of this item, net loss
increased by $8,084 for fiscal 1995 compared with the prior fiscal year. The increase in net loss in fiscal 1995
when compared with fiscal 1994 was primarily due to an increase in the equity in net loss of joint ventures
(primarily Olympus) and higher non-cash interest expense, partially offset by higher operating income. The
increase in net loss of $13,610 in fiscal 1996 when compared with the prior year was due primarily to an
increase in interest expense and the impact of rate regulation expenses, partially offset by increased operating
income and priority investment income from Olympus.

Ligquidity and Capital Resources

The cable television business is capital intensive and typically requires continual financing for the
construction, modemnization, maintenance, expansion and acquisition of cable systems. During the three fiscal
vears in the period ended March 31, 1996, the Company committed substantial capital resources for these
purposes and for investments in Olympus and other affiliates and entities. These expenditures were funded
through long-term borrowings and, to a lesser extent, internally generated funds. The Company's ability to
generate cash 10 meet its future needs will depend generally on its results of operations and the tontinued
availability of external financing.

Capital Expenditures. The Company has developed an innovative fiber-to-feeder network architecrure
which is designed to increase channel capacity and minimize future capital expenditures, while positioning the
Company to take advantage of future opportunities. Management believes its capital expenditures program has
resulted in higher levels of channel capacity and addressability in comparison to other cable television
operators.

Capital expenditures for the years ended March 31, 1994, 1995 and 1996, were $75,894, $92,082 and
$100.089, respectivelv. The increase in capital expenditures for fiscal 1994, 1995 and 1996, compared 1o each
respective prior year, was primarily due to the acceleration of the rebuilding of plant using fiber-to-feeder
technology, and expenditures reiated to faster than expected growth of Hyperion. Management expects capital
expenditures for fiscal 1997 10 be somewhat higher than fiscal 1996 due to the further expansion of cable plant
rebuilds and due 10 further expansion by Hyperion. See “Business - Competitive Local Exchange Services.”

Einagneing Acrivities. The Company's financing strategy has been to maintain its public long-term debt
at the parent holding company level while the Company's consolidated subsidiaries have their own senior and
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subordinated credit arrangements with banks and insurance companies. The Company’s ability to generate cash
adequate 1o meet its future needs wili depend generally on its resuits of operations and the continued availability
of external financing. During the three-year period ended March 31, 1996, the Company funded its working
zapital requirements, capital expenditures, and investments in Olympus and other affiliates and entities through
long-term  borrowings primarily from banks and insurance companies, short-ierm borrowings, internally
generated funds and the issuance of parent company public debt and equity. The Company generally has funded
the principal and interest obligations on its long-term borrowings from banks and insurance companies by
refinancing the principal with new loans or through the issuance of parent company debt securities. and by
paving the interest out of internallv generared funds. Adelphia has funded the interest obligations on its public
borrowings from internally generated funds.

Most of Adelphia's directly-owned subsidiaries have their own senior credit agreements with banks
and/or insurance companies. Typically, borrowings under these agreements are collateralized by the stock in
and, in some cases, by the assets of the borrowing subsidiary and its subsidiaries and. in some cases. are
guaranteed by such subsidiary’s subsidiaries. At March 31, 1996, an aggregate of 31,096,673 in borrowings was
outstanding under these agreements. These agreements contain certain provisions which, among other things.
provide for limitations on borrowings of and investments by the borrowing subsidiaries, transactions between
the borrowing subsidiaries and Adalphia and its other subsidiaries and affiliates, and the payment of dividends
and fees by the borrowing subsidiaries. Several of these agreements also contain certain cross-default provisions
relating to Adelphia or other subsidiaries. These agreements also require the maintenance of certain financial
ratios by the borrowing subsidiaries. In addition, at March 31, 1996, an aggregate of $128,000 in subordinated
and unsecured borrowings by Adelphia’s subsidiaries was outstanding under credit agreements containing
limitations and restrictions similar to those mentioned above. See Note 3 to the Adelphia Communications
Corporation Consolidated Financial Statements. The Company is in compliance with the financial covenants
and related financial ratio requirements contained in its various credit agreements, based on operating resulis for
the period ended March 31, 1996.

At March 31, 1996, Adelphia's subsidiaries had an aggregate of 3301,000 in unused credit lines with
banks, part of which is subject to achieving certain levels of operating performance. In addition, the Company
had an aggregate $10,809 in cash and cash equivalents at March 3 [, 1996 which combined with the Company's
unused credit lines with banks aggregated to $311,809. The Company has the ability to pay interest on its 9
1/2% Pay-in-Kind Notes by issuing additional notes totaling approximately $57,906 in lieu of cash interest
payments through February 15, 1999. Based upon the results of operations of subsidiaries for the quarter ended
March 31, 1996, approximately $219,000 of available assets could have been transferred to Adelphia at March
31, 1996, under the most restrictive covenants of the subsidiaries' credit agreements, The subsidiaries also have
the ability to sell, dividend or distribute certain assets to other subsidiaries or Adelphia, which would have the
net effect of increasing availability. At March 31, 1996, the Company’s unused credit lines were provided by
reducing revolving credit facilities whose revolver periods expire through December 31, 2004. The Company's
scheduled maturities of debt are currently expected to total $127,906 for fiscal 1997.

At March 31, 1996, the Company's total outstanding debt aggregated 32,175,473 which included
5950,798 of parent company debt and 31,224,675 of subsidiary debt. Bank debt interest rates are based upon
one or more of the following rates at the option of Adelphia: prime rate plus 0% to 1.5%; certificate of deposit
rate plus 1.25% to 2.75%,; or Eurodollar (or London Interbank Offered) rate plus 1% to 2.5%. The Company's
weighted average interest rate of notes payable to banks and institutions was approximately 8.36% at March 31,
1996, compared to 9.33% at March 31, 1995, At March 31, 1996, approximately 36% of such debt was subject
to fixed interest rates for at least one year under the terms of such debt or applicabie interest rate swap
agreements. Approximately 64% of the Company's total indebtedness 1s at fixed interest rates as of March 1,
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Adelphia has entered into interest rate swap agreements and interest rate cap agreements with banks to
reduce the impact of changes in interest rates on its bank debt. During fiscal 1996, the Company received
" $11.326 upon termination of several interest rate swap agreements having a stated notional principal amount of
$270.000. The amount received will be amortized as a reduction of interest expense through November 1998.
Also during fiscal 1996, the Company received $4.900 and assumed the obligations as a counterparty under
certain interest rate swap agreements with Olympus. These interest rate swap agreements have a notional
principal amount of $140,000 and expire through November 1998.

On July 28, 1993, Adelphia completed the placement of $110,000 aggregate principal amount of 10
[/4% Senior Notes Due 2000, Series A. The net proceeds from this pfacement were approximately §{06.961.

On January 14, 19594, Adelphia completed a public offering of 9,132,604 shares of Class A Common
Stock (the "Stock Offering”). Of the 9,132,604 shares of Class A Common Stock sold in the Stock Qffering,
3.300,000 shares were sold to the public at $18.00 per share and 5,832,604 shares were sold directly by
Adelphia to partnerships controlled by members of the Rigas Family, at the public offering price less the
underwriting discount. Highland Holdings and Syracuse Hilton Head Holdings, L.P., (“SHHH") which hold
and control the Managed Systems, purchased 4,374,433 and 1,438,151 of such 5,832,604 shares, respectively.

On February 13, 1994, the Company issued, in a private placement, $150,000 aggregate principal
amount of 9 1/2% Senior Pay-In-Kind ("PIK") Notes Due 2004, Series A. The net proceeds from the 9 1/2%
Notes of approximartety $147,000 were used to repay outstanding bank debt of subsidiaries in order to extend
the scheduled marurities of the Company's long-term debt. The Company has the ability to pay interest on its 9
1/2% PIK Notes by issuing additional notes totaling approximately 357,906 in lieu of cash interest payments
through February 15. 1995.

In May 1994, Adelphia purchased on the open market 310,000 of its 10 1/4% Senior Notes due in 2000
at a price of 94.5% of face value plus accrued interest.

On February 28, 1995, as a part of the Telesat Investment Agreement, FPL Group Inc. (*FPL™)
purchased 1,000,000 shares of newly issued Class A Common Stock for $15,000.

As of March 31, 1996, certain subsidiaries of the Company had commitments for a $690,000 financing
arrangement consisting of a $540,000 revolving credit facility maturing December 31, 2003 and 2 $150,000
term loan facility maturing December 31, 2004. Initial borrowings during April 1996 of $483,000 were used
primarily 1o repay existing indebtedness and for working capital purposes. The maximum available under the
revolving credit facility is reduced, in increasing quarterly amounts, beginning June 30, 1998 through December
31,2003. Borrowings under the term loan facility are payable in inswallments, in increasing quarterly amounts,
commencing June 30, 1998 and ending on December 31, 2004.

On Apri] 15, 1996, Hyperion completed a private placement 1o institutional investors and realized gross
proceeds of $175,265 upon issuance of $329,000 aggregate principal amount at maturity of 13% Senior
Discount Notes and warrants to purchase an aggregate of 613,427 common shares of Hyperion. If all warrants
were exercised, the warrants would represent approximately 3.78% of the common stock of Hyperion on a fully
diluted basis. The notes will not require payment of interest until October 15, 2001, and may not be redeemed
prior to April 15, 2001. Hyperion is using the net proceeds from the offering to expand its existing markets, to
complete construction of new networks, to enter additional markets, to repay certain indebtedness owed to
Adelphia, and for working capital purposes.

dcquisitions. On March 10, 1994, the Company purchased a 75% equity interest in Three Rivers Cable
Associates, L.P. ("TR"} for $6,000. At the acquisition date, TR served approximately 15,000 subscribers in
Ohio and approximately 3,000 subscribers in Pennsylvania, which are contiguous with existing Company
owned systems. Adelphia has also committed to provide a fully collateralized $18,000 line of credit, similar to
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that which would be available to TR had it borrowed such monies from a commercial bank. At March 31, 1996,
there were outstanding borrowings of $13,164 under this agreement.

On March 31, 1994, Adelphia acquired from Olympus the rights 1o provide altermate accsss in its
respective franchise areas and an investment in the Sunshine Network, L.P. for a purchase price of 515.500.
The purchase price of the assets resulted in a reduction of amounts due Adelphia of $13,500. Also, on March
31, 1994, Adelphia acquired from certain Managed Partnerships the rights to provide alternate access in their
respective franchise areas for a purchase price of $14,000. Additionally, on March 31, 1994, Adelphia
purchased real property from Dorellenic and Island Parmers, L.P., parmerships owned by certain executive
officers of the Company, for a total of 314,312,

On April 12, 1994, Adelphia purchased for $15,000 (i) conventible preferred units in Niagara Frontier
Hockey, L.P., (the "Sabres Partmership”) which owns the Buffalo Sabres National Hockey League ("NHL™)
Franchise, convertible 1o a 34% equity interest and (ii) warrants allowing Adelphia to increase its interest to
40%. Adelphia has also committed to advance 512,500 to the Sabres Partmership in the form of 4%
convertible capital funding notes. In connection with the $12,300 commitment, Adelphia’s convertible preferred
units’ return has been increased to [4%. During the year ended March 31, 1996, the Company funded §7,681 of
the $12,500 and by April 24, 1996, the entire $12,500 had been funded. The Sabres Partmership manages and
will receive allocations of profits, losses and distributions from the Marine Midland Arena, a new sports and
entertainment facility expected to be complsted by the opening of the 1996-1997 NHL season. Adelphia
believes this investmerit will be a competitive advantage in the Buffalo cable television market.

On May 12, 1994, Adelphia invested $3,000 for a 20% interest in SuperCable ALK Intemmational, a
cable operator in Caracas, Venezuela. [n April 1994, Adelphia invested 34,200 in Commonwealth Security
Systems, Inc. in exchange for an 8.73%, $4,200 convertible note and warrants. The note is convertible into a
33% fully-diluted common equity interest on demand. The warrants entitle Adelphia to acquire up to a 40%
fully diluted common equity interest for an additional $670.

On June 16, 1994, Adelphia invested $34,000 in TMC Holdings Corporation ("THC™), the parent of
Tele-Media Company of Western Connecticut. THC owns cable television systems which, at the acquisition
date, served approximately 43,000 subscribers in western Connecticut. The investment in THC provides
Adelphia with a $30,000 preferred equity interest in THC and a 75% non-voting common equity interest, with a
liquidation preference to the remaining 25% common stock ownership mterest in THC. Adelphia has the right
to convert such interest to a 75% voting common equity interest, with a liquidation preference to the remaining
sharehalders’ 25% common stock ownership interest, on demand subject to certain regulatory approvals. The
acquisition of THC was accounted for using the purchase method of accounting. The consolidated statements
of operations and cash flows include the operations of the acquired system from June 16, 1994, Debt assumed,
included in notes payable of subsidiaries to banks and institutions, was $52,000 at closing.

On June 30, 1994, Adelphia acquired from Olympus 85% of the common stock of Northeast Cable, inc.
("Northeast”) for a purchase price of $31,873. Northeast owns cable television systems which, at the acquisition
date, served approximately 36,500 subscribers in eastern Pennsylvania. Of the purchase price, $16,000 was
paid in cash and the remainder resuited in a decrease in Adelphia's receivable from Olympus. The acquisition
of Northeast was accounted for using the purchase method of accounting. The consolidated statements of
operations and cash flows include the operations of the acquired system since June 30, 1994, Debt assumed,
included in notes payable of subsidiaries to banks and institutions, was 342,300 at closing.

On November 8, 1994, Page Call, Inc., a company 49.9% owned by Adelphia, was a successful bidder
for three regional narrowband PCS licenses, covering 62% of the country’s population. Page Call, [nc., was
recently established to develop a nationwide paging service. Page Call, [n¢.'s aggregate final bid for the three
licenses was $52,900, an amount reduced to $31,800 due to its "designated entity" status.
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On December 27, 1994, Adelphia exchanged its existing investment in TMIP with a Managed System
for a note in the amount of $13.000. No gain or loss was recognized as a result of this exchange.

On January 10. 19935, Adelphia issued 399.087 shares of Class A Common Stock in connection with the
merger of a whollv-owned subsidiary of Adelphia into Oxford Cablevision, Inc. ("Oxford"), one of the Terry
Family cable svsiems. Oxford served approximately 4.200 subscribers at the acquisition date, located in the
North Carolina counties of Granville and Warren. The acquisition of Oxford was accounted for using the
purchase method of accounting. The consolidated statements of operations and cash flows include the
operations of the acquired syvstems since January 10, 1995. Adelphia assigned the rights to purchase the stock of
the other Terry Family cable systems to 2 Managed System.

On January 31, 19935, Adelphia acquired Teie-Media Company of Martha's Vineyard, L.P. ("Martha’s
Vinevard") for $11,775, a cable system which. at the acquisition date, served approximately 7,000 subscribers
located in Martha's Vineyard, Massachuserts. The acquisition of Martha's Vineyard was accounted for using the
purchase method of accounting. The consolidated statements of operations and cash flows include the
operations of the acquired system since January 31, 1995.

On April 12, 1995, Adelphia acquired cable systems from Clear Channels Cable TV Company located
in Kittanning, New Bethlehem and Freeport. Pennsylvania, for $17,456. These systems served approximately
10,700 subscribers at the acquisition date. The acquisition of these systems has been accounted for using the
purchase method of accounting. The consolidated statements of operations and cash flows include the
operations of the acquired systems since April 12, 1995.

On June 12. 1993, Adelphia announced the signing of a definitive agreement for the purchase of all of
the cable systems of First Carolina Cable TV, L.P. These systems together serve approximately 34,000
subscribers located in Vermont and are being purchased for an aggregate price of $48,500, which is expected 1o
be consummated in the second quarter of fiscal 1997,

On January 9, 1996, Adelphia completed the acquisition of the cable systems of Eastern Telecom
Corporation and Robinson Cable TV, Inc. These systems served approximately 24.000 subscribers at the
acquisition date located in western Pennsyivania and were purchased for an aggregate price of $43,000. The
acquisition of these systems has been accounted for using the purchase method of accounting. The consolidated
statements of operations and cash flows include the operations of the acquired systems since January 9, 1996.

On April 1, 1996, Adelphia purchased the cable television operations of Cable TV Fund 11-B, Lid.
from Jones Intercable. This CATV system was acquired for $84,000 and served approximately 39,700
subscribers at the acquisition date in the New York counties of Erie and Niagara.

QOlympus. During the years ended March 31, 1994 and 1995, the Company made net investments in and
advances to Olympus totaling $2,285 and $1,966, respectively. Such investments and advances provided funds
to Olympus for capital expenditures, for the repayment of debt and for working capital. During the year ended
March 31, 1996, the Company received net distributions and advances from Olympus totaling $45,599. During
the vears ended March 31, 1994, 1995 and 1996, the Company received priority investment income from
Olympus of $22,300, $22,300 and $28,852, respectively.

On February 28, 1995, Olympus entered into a Liquidation Agreement with the Gans Family ("Gans"),
an Olympus limited parmer. Under this Liquidation Agreement, Gans agreed to exchange their redeemable
limited partner interests in Olympus for the remaining 15% of the common stock of Northeast held by Olympus.
Concurrently with the closing of the Liquidation Agreement, ACP Holdings, Inc. (“ACP”, a whoily owned
subsidiary of Adelphia and managing general parmer of Olympus), Olympus, Telesat and certain shareholders
of Adelphia entered into an investment agreement (the “Telesat Investment Agreement”) whereby Telesat
contributed to Olympus substantially all of the assets associated with certain cable television systems, serving
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approxtmately 350.000 subscribers in southern Florida. in exchange for general and limited partnar interasts of
33, Senior Limited Partmer ("SLP™) interests of 320,000 and $112,500 of newly issued 16.3% prarerrad limitad
partner (“PLP"} interests.

Prior 1o the Telesat [nvestment Agreement. Olympus had obligations o Adelphia for intercompany
advances. redeemable PLP interests and accrued priority return on redeemable PLP interests. [a conjunction
with the Telesat Investment Agreement, Adelphia contributed $49.974 of the intercompany advances. 351,101
of the existing redeemable PLP interests and all of the then existing accrued priority return on the redesmable
PLP interests to general partners’ equity (dzficiency). Adelphia then exchanged its remaining redeemable PLP
interests for $225,000 of new PLP interests. Also, Senior Debt (as defined in the Telesat [nvestment
Agreement) owed by Olympus to Adelphia of 340,000 remained outstanding after consummation of the Telesat
investment Agreement. After this transaction Adelphia holds a 50% voting interest in Olvmpus with a Telesat
subsidiary as its only other voting partner in Olympus.

Managed Partmershins. On September 29, 1993, the Board of Directors of the Company authorized the
Company to make loans in the future to the Managed Parmerships up to an amount of $50,000. During the
years ended March 31, 1994, 1993 and 1996, the Company made advances in the net amount of $7.828,
$10,028 and S14,859, respectively, to these and other related parties, primarily for capital expenditures and
working capital purposes.

On October 6, 1993, Adelphia purchased the 14% preferred Class B Limited Partnership Interest in
SHHH for $18,338 from Robin Media Group, an unrelated party. SHHH is a joint venture of the Rigas Family
and Tele-Communications, Inc., whose interests in SHHH are junior to Adelphia's.

During fiscal 1993, the Company sold its investment in TMIP to SHHH for $13,000. On January 31,
1995, a wholly owned subsidiary of Adelphia received a $20.000 preferred investment from SHHH to facilitate
the acquisition of cable properties.

Resources. The Company plans to continue to explore and consider new commitments, arrangements or
transactions to refinance existing debt, increase the Company's liquidity or decrease the Company's leverage.
These could include, among other things, the future issuance by Adelphia, or its subsidiaries, of public or
private equity or debt and the negotiation of new or amended credit facilities. These could also include entering
into acquisitions, joint ventures or other investment or financing activities, although no assurance can be given
that any such transactions will be consummated. The Company’s ability to borrow under current credit facilities
and to enter into refinancings and new financings is limited by covenants contained in Adelphia’s indentures and
its subsidiaries' credit agreements, including covenants under which the ability to incur indebtedness is in part a
function of applicable ratios of total debt to cash flow.

During each of the years ended March 31, 1995 and 1996, the increase in capital expenditures and
accounts payable was primarily attributed to the companies acquired and an increase in the level of expenditures
for new technology and rebuild activity. The increase in accrued interest and other liabilities resulted from the
deferral of the gain from the termination of certain interest rate swaps.

. The Company believes that cash and cash equivalents, intermally generated funds, borrowings under
existing credit facilities, and future financing sources will be sufficient to meet its short-term and long-term
liquidity and capital requirements. Aithough in the past the Company has been able to refinance its indebtedness
or obtain new financing, there can be no assurance that the Company will be able to do so in the future or that
the terms of such financings wouid be favorable.

Management believes that the telecommunications indusiry, including the cable television and
telephone industries, continues to be in a period of consolidation characterized by mergers, joint ventures,
acquisitions, sales of all or part of cable companies or their assets, and other partnering and investment
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transactions of various structures and sizes involving cable or other telecommunications companies. The
Company continues 10 evaluate new opportunities that allow for the expansion of its business through the
acquisition of additional cable teievision systems in geographic proximity to iis existing regional markets or in
locations that can serve as a basis for new market areas. The Company. like other cable television companies,
has participated from time to time and is participating in preliminary discussions with third parties regarding a
variety of potential transactions, and the Company has considered and expects to continue to consider and
explore potential transactions of various types with other cable and telecommunications companies. However,
ne assurances can be given as to whether any such transaction may be consummated or, if so, when.

Recent Accounting Pronouncements. Statement of Financial Accounting Standards ("SFAS™) No. 109,

"Accounting for Income Taxes," requires an asset and liability approach for financial accounging and reporting
for income taxes. Effective April 1, 1993, the Company adopted the provisions of SFAS No. 109. The adoption
of SFAS No. 109 resulted in the cumulative recognition of an additional fiability by the Company of 589.660.

SFAS No. 121, "Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be
Disposed Of." establishes accounting standards for assessing the impairment of long-lived assets. certain
identifiable intangibles. and goodwill related to those assets to be held and used and for long-lived assets and
certain identifiable intangibles to be disposed of. Effective January 1. 1994 and April 1. 1994, respectively,
both Olympus and the Company adopted the provisions of SFAS No. 121, The adoption of SFAS No. 12] did
not materially affect the financial statements of Qlympus or the Company.

[aflation

In the three fiscal vears in the period ended March 31. 1996, infiation did not have a significant effect
on the Company. Periods of high inflation could have an adverse effect to the extent that increased borrowing
costs for floating-rate debt may not be offset by increases in subscriber rates. At March 31, 1996, after giving

effect to interest rate hedging agreements, approximately $778,375 of the Company's total debt was subject to
floating interest rates.

Qlvmpus

The Company serves as the managing general parter of Olympus and, as of December 31, 1995, held
35 of voting general partmership interests representing, in the aggregate, 50% of the voting interests of Olympus.
The Company zalso held, as of December 31, 1995, $251,083 aggregate principal amount of nonvoting PLP
interests in Olympus, which entitle the Company t0 a 16.5% per annum priority return. The remaining equity in
Olympus consists of voting and non-voting parmership interests held by subsidiaries of FPL.

On February 28, 1995, Olympus entered into a Liquidation Agreement with the Gans family ("Gans™),
an Olyvmpus limited partner. Under this Liquidation Agreement, Gans agreed to exchange their redeemable
limited partner interests in Olympus for the remaining 15% of the common stock of Northeast held by Olympus.
Concurrently with the closing of the Liquidation Agreement, ACP, Olympus, Telesat and certain shareholders
of Adelphia entered into the Telesat Investment Agreement whereby Telesat conmributed to Olvmpus
substantially all of the assets associated with ceriain cable teievision systemns, serving approximately 30,000
subscribers in southem Florida, in exchange for general and limited partner interests of $3, Special Limited
Partner (“SLP") interests of $20.000 and $112.500 of newly issued 16.5% PLP interests.

On March 28. 1996. ACP, Telesat. Olvmpus. Adeiphia and certain shareholders of Adelphia entered
into an agreement which amended certain aspects of the Olympus Partmership Agreement. The amendment
provides for the repayment of certain amounts owed to Telesat totaling $20,000, the release of cerain
obligations of Telesat 1o Olympus and the reduction of Telesat’s PLP and accrued priority return balances by
$20,000. The amendment further provides for a $40.000 distribution to Adelphia as a reduction of its PLP



interests and accrued priority return. These repayments and distributions were made on March 29. 1996 and
were funded through intemnallv generated funds and advances from an affiliate.

The Olympus limited partnership agresment requires approval by the holders of 85% of the voting
interests for, among other things. significant acquisitions and dispositions of assets, and the issuance of ¢certain
parinership interests, and also requires approval by the holders of 75% of the voting interests for. among other
things. material amendments to the Olympus parmership agreement, certain financings and refinancings. certain
issuances of PLP interests, certain transactions with refated parties and the adoption of annual budgets.

On Aprii 3, 1993, Olympus acquired all of the cable and security systems of WB Cable Associates, Lid.
("WB Cable") which, at the acquisition date. served 44.000 cable and security monitoring subscribers for a
purchase price of $82,000. WB Cable provides cable services from one headend and security monitoring
services from one location in West Boca Raton, Florida. Of the purchase price, $77,000 was paid in cash and
$5.000 was paid in Adelphia Class A Common Stock. The acquisition was accounted for under the purchase
method of accounting. and was financed principally through borrowings under an Olympus subsidiary's credit
agreement.

On May 12, 1993, certain Olvmpus subsidiaries entered into a $3473,000 revolving credit facility with
several banks, maturing December 31, 2003, The proceeds at closing were used to repay existing bank debt. At
December 31, 1993, §36,000 of unused commitments was available.

On January 3, 1996, Olympus acquired all of the southeast Florida cable systems of the Leadership
Cable division of Fairbanks Communications, Inc., which. at the acquisition date, served approximately 50,000
cable and security monitoring subscribers for a purchase price of $93,800. The purchase price consists of
$40,000 in cash and a seiler note due December 30. 1997 totaling $535,800 plus accrued interest. The cash
portion of the acquisition price was financed through borrowings under an Olympus credit agreement.

The following table is derived from the Olympus Communications, L.P. Consolidated Financial

" Statements included in this Form 10-K.
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SUPPLEMENTAL FINANCIAL DATA FOR OLYMPUS

Year Ended December 31,

. 1993 1994 1993
Statement of Operations Data:
Revenues S 89,099 S 93,421 § 120,568
Business interruption revenue 9,547 1,037 -
Total 98,646 84,458 120,968

Operating income before depreciation and

-amortization 35,195 47,079 53,228
Depreciation and amortization 37,240 36,703 31,953
Operating income 17,955 10,376 21,275
Interest expense (29,470) (32,262) (36,718)
Net loss (70,744) (21,025) (19,391)
Balance Sheet Data:
Total assets Y 458,663 3 375985 % 533,509
Total long-term debt 368,263 314,069 419,809
Limited partners' interests 281,101 281,986 396,630
Other Financial Data:
Capital expenditures 3 23,164 8 23916 § 21,498
Operating margin () 56.0% 49.8% 34.0%

(a) Percentage representing operating income before depreciation and amortization divided by total
revenues.

Comparison of Years Ended December 31, 1993, 1994 and 1995 - Olympus

Revenyes. Total revenues for the year ended December 31, 1994 declined 4.2% from the prior year.
The decrease in revenues in 1994 as compared with 1993 was due to the sale of Northeast in June 1994,
partially offset by the positive impact of the South Dade rebuild from the effects of Hurricane Andrew and
subscriber growth. For the year ended December 31, 1995, revenues increased 28.1% from the prior year which
primarily reflects the impact of the acquisitions of Telesat and WB Cable during 1995 coupled with the positive
impact of rate increases implemented effective October 1, 1995 and the internal growth of subscribers.

-y Before Depreciation and Amortization. For the year ended December 31, 1994,

operating income before depreciation and amortization decreased 14.7% as compared with the prior year. The
decrease was due to increased operating costs with no corresponding increase in rates due to the FCC rate
freeze, the impact of the sale of Northeast and the decline in business interruption insurance revenue. For the
vear ended December 31, 1995, operating income before depreciation and amortization increased 13.1% as
compared with the prior year. The increase was primarily due to the increased operating income provided by
.the Telesat and WB Cable acquisitions, partially offset by increased programming costs and incremental costs
associated with increased subscribers.

QOperating Income. For the year ended December 31, 1994, operating income decreased by $7,579 1o
$10.376. The decrease was due to reduced business interruption insurance revenue, the above noted FCC rate
freeze impact and the effect of the Northeast sale. For the vear ended December 31, 1995, operating income
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increased by 310,899 to 321,275, The increase was primarily due to the incremental operating income of
acquired systems, the Telesat and WB Cable acquisitions, the positive impact of the rate increase discussed
above and lower depreciation and amortization.

[nerest Expense. For the vear ended Decsmber 31, 1994, interest expense increased 9.3% primarily due
1o higher average rates outstanding on debt partially offset by the reduction of debt from the sale of Northeast.
For the year ended December 31, 1993, interest expense increased 13.8% primarily due to the higher level of
debt outstanding.

Net Loss. Olympus reported net losses of 370,744, 321,025 and $19,391 for the years ended December
31, 1993, 1994 and 1993, respectively. The decrease in net loss in 1994 compared to the prior yzar was
attributable to the absence in 1994 of the impact of the change in accounting for income taxes of $39,500 which
was recorded in 1993, offset by lower operating income for the period. The decline in net loss in 1993
compared to (994 is primarily due to the increased operating income of acquired systems, partially offset by
increased programming costs and incremental costs associated with increased subscribers

B:g”]a;ac‘ and CQmp:IiIiV: Ejan:m

The cable television operations of the Company may be adversely affected by changes and
developments in governmental regulation, competitive forces and technology. The cable television industry and
the Company are subject to extensive regulation at the federal, state and local levels. Many aspects of such
regulation are currently the subject of judicial proceedings and administrative or legisiative proceedings or
proposals. On October 3, 1992, Congress passed the 1992 Cable Act, which significantly expands the scope of
regulation of certain subscriber rates and a number of other maters in the cable industry, such as mandatory
carriage of local broadcast stations and retransmission consent, and which will increase the administrative costs
of complying with such regulations. The FCC has adopted rate regulations that establish, on a system-by-
system basis, maximum allowablie rates for (i) basic and cable programming services (other than programming
offered on a per-channel or per-program basis), based upon a benchmark methodology, and (ii) associated
equipment and instailation services based upon cost plus a reasonable profit. Under the FCC rules, franchising
authorities are authorized to regulate rates for basic services and associated equipment and installation services,
and the FCC will regulate rates for regulated cable programming services in response to complaints filed with
the agency. The 1996 Act ends FCC regulation of cable programming service tier rates on March 31, 1999. The
original rate regulations became effective on September |, (993. Amendments 10 the rate regulations became
effective May 13, 1994. Further amendments were adopted on Novemnber 10, 1994. -

The original rate regulations required a reduction of existing rates charged for basic services and
regulated cable programming services to the greater of (i) the applicable benchmark level or (ii) the rates in
force as of September 30, 1992, reduced by 10%, adjusted forward for inflation. The amended regulations
generally require a reduction of up to 17 percent from the rates for regulated services in force as of September
30, 1992, adjusted forward for inflation and certain other factors. Rate reductions are not required to the extent
that a cable operator at its option elects to use an alternative cost-of-service methodology and shows that rates
for basic and cable programming services are reasonable. Refunds with interest will be required to be paid by
cable operators who are required to reduce regulated rates. The FCC has reserved the right to reduce or increase
the benchmarks it has established. The rate regulations will also limit future increases in regulated rates to an
inflation indexed amount plus increases in certain costs such as taxes, franchise fees, costs associated with
specific franchise requirements and increased programming costs. Cost-based adjustments to these capped rates
can also be made in the event a cable operator adds or deletes channels or completes a significant system rebuild
or upgrade, On November 10, 1994, the FCC adopted an zltermative method for adjusting the rates charged for
a cable programming services tier when new services are added. This will allow cable operators to increase
rates by as much as $1.50 over a two year period to reflect the addition of up to six new channels of service on
cable programming service tiers. [n addition, a new programming tier can be created, the rate for which would
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not be regulated as Jong as certain conditions are met. such as not moving services from existing tiers to the new
one. Because of the limitation on rate increases for regulated services, future revenue growth from cable
services wiil rely 10 a much greater extent than has been true in the past on increased revenues from unregulated
services and new subscribers than from increases in previously unregulated rates.

The FCC has adopted regulations implementing all of the requirements of the [992 Cable Act. The
FCC is also likely to continue to modify, clarify or refine the rate regulations. In addition, litigation has been
instituted challenging various portions of the 1992 Cable Act and the rulemaking proceedings including the rate
regulations. The [996 Act deregulates the rates for cable programming services on March 31, 1999. Adelphia
cannot predict the effect if the 1996 Act on furure rulemaking proceedings or changes to the rate regulations.

Effective September 1, 1993, as a result of the 1992 Cable Act, Adelphia repackaged cemain existing
cable services by adjusting rates for basic service and introducing 2 new method of offering certain cable
services. Adelphia adjusted the basic service rates and refated equipment and installation rates in all of its
systems in order for such rates to be in compiiance with the applicable benchmark or equipment and installation
cost levels. Adelphia also implemented a program in ail of its systems called "CableSelect” under which most
of Adelphia's satellite-delivered programming services are now offered individually on a per channel basis, or as
a group at a price of approximately 5% to 20% below the sum of the per channel prices of ail such services.
For subscribers who elect to customize their channe! lineup, Adelphia will provide, for a monthly rental fee, an
electronic device located on the cable line outside the home, enabling a subscriber's television to receive only
those channels selected by the subscriber. These basic service rate adjustments and the CableSelect program
have also been implemented in all systems managed by Adelphia. Adelphia believes CableSelect provides
increased programming choices to its subscribers while providing flexibility to Adelphiza to respond to future
changes in areas such as customer demand and programming.

A letter of inquiry, one of at least 63 sent by the FCC to numerous cable operators, was received bv an
Olympus system regarding the impiementation of this new method of offering services. Olympus responded in
writing to the FCC's inquiry. On November 18, 1994, the FCC released amended rules under which, on a
prospective basis, any a la carte package will be treated as a regulated tier, except for packages involving
premium services. Also, on November 18, 1994, the Cable Services Bureau of the FCC issued a decision
holding that the "CableSelect” program was an evasion of the rate regulations and ordered this package to be
treated as a regulated tier. This decision, and all other letters of inquiry decisions, were principally decided on
the number of programming services moved from regulated tiers to "a la carte” packages. Adelphia has
appealed this decision to the full Commission which affirmed the Cable Service Bureau's decision. Adelphia
has sought reconsideration of the decision.

Certain other cable television companies that utilized a Ja carte packages have recently reached
settlement/resolution with the FCC on this issue. Adelphia believes that in view of this experience with other
operators, resolution of these differences is possible, consistent with the terms and conditions of those earlier
resolutions. Accordingly, results of operations for the fisca! year ended March 31, 1996 include a $5,300 charge
representing management’s estimate of the total costs associated with the resolution of this matter. Such costs
include. (i) an estimate of credits to be extended 10 customers in future periods of up to $2,700, (ii) legal and
other costs incurred during the fiscal vear ended March 531, 1996, and (iii} an estimate of legal and other costs to
be incurred associated with the ultimate resolution of this matter. At March 31, 1996, $3,800 of the charge to
eamings remained as an estimate of future costs to be incurred to resolve this matter. While Adelphia cannot
predict the ultimate outcome or effect of this matter, management of Adelphia does not expect the uitimate
outcome of this matter to have a material adverse effect on Adelphia’s financial position and results of
operations. Also, no assurance can be given as to what other future actions Congress, the FCC or other
regufatory authorities may take or the effects thereof on the Company. The Company is currently unable to
predict the effect that the amended regulations, furure FCC treatment of “a la carte” packages or other future
FCC rulemaking proceedings will have on its business and results of operauions in furure periods.
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Cable television companies operate under franchises granted by local authorities which are subject to
renewal and renegotiation from time o time. Because such franchises are generally non-exclusive, there is a
potential for competition with the systems from other operators of cable tzlevision systems, including pubiic
svstems operated by municipal franchising authorities themselves, and from other distribution systems capable
of delivering television programming 0 homes. The 1992 Cable Act and the 1996 Act contain provisions
which encourage competition from such other sources. The Company cannot predict the extent to which
competition will materialize from other cable television operators. local telephone companies, other distribution
svstems for delivering television programming to the home, or other potential competitors, or, if such
competition materializes, the extent of its effect on the Company.

FCC rules heretofore permirtted local telephone companies to offer "video dialtone” service for video
programmers, including channel capacity for the carriage of video programming and certain non-common
carrier activities such as video processing, billing and collection and joint marketing agreements. On December
13. 1992, New Jersey Bell Telephone Company filed an application with the FCC to operate a "video dialtone”
service in portions of Dover County, New Jersey, in which the Company serves approximately 20.000
subscribers. The FCC approved the application on July 18, 1994, The Company has appezled this decision to
the U.S. Court of Appeals for the District of Columbia. This case is presently pending.

The 1996 Act repealed the prohibition on local exchange telephone exchange companies ("LECs™)
from providing video programming directly to customers within their local exchange areas other than in rurai
areas or by specific waiver of FCC rules. The 1996 Act also authorized LECs to operate “open video systems”
(“OVS™) without obtaining a local cable franchise. although LECs operating such a system can be required to
make payments to local governmental bodies in lieu of cable franchise fees. Where demand exceeds capacity,
up to two-thirds of the channels on an OVS must be avaiiable to programmers unaffiliated with the LEC. The
statute states that the OVS scheme supplants the FCC's “video dialtone™ rules, but existing authorizations are
grandfathered. Once the FCC has promulgated rules to implement the OVS concept, however, New Jersey Bell
will presumably have the option of converting its video dialtone authorization to an OVS authorization.

Direct broadcast satellite ("DBS") service became available 0 consumers during 1994. A single DBS
satellite can provide more than 100 channels of programming. DBS service can be received virtually anywhere
in the United States through the installation of a small outdoor antenna. DBS service is being heavily marketed
on a nation-wide basis. The extent to which DBS will be competitive with cable systems will depend on the
continued availability of reception equipment and programming at reasonable prices to the consumer,

The Company cannot predict the ultimate outcome of the video dialtone proceeding. However, the
Company believes that the provision of video programming by telephone companies in competition with the
Company's existing operations could have an adverse effect on the Company’s financial condition and results of
operations. At this time, the impact of any such effect is not known or estimable. See Item 1 - "Business -
Competition" and "Legislation and Regulation.”

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The consolidated financial statements and related notes thereto and independent auditors report follow.
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INDEPENDENT AUDITORS' REPORT
Adelphia Communications Corporation:

We have audited the accompanying consolidated balance sheets of Adelphia Communications Corporation and
subsidiaries as of March 31, 1995 and 1996. and the related consolidated statements of operations. stockholders'
equity (deficiency) and cash flows for each of the three years in the period ended March 31, 1996, Our audits
also included the financial statement schedules listed in the Index at [tem 14. These financial statements and
financial statement schedules are the responsibility of the Company's management. Our responsibility is to
express an opinion on the financial statements and financial statement schedules based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

fn our opinion, such consolidated financial statements present fairly, in all material respects, the financial
position of Adelphia Communications Corporation and subsidiaries at March 31, 1995 and 1996, and the results
of their operations and their cash flows for each of the three years in the period ended March 31, 1996 in
conformity with generally accepted accounting principles. Also, in our opinion, such financial statement
schedules, when considered in relation to the basic consolidated financial statements taken as a whole, present
fairly in ail material respects the information set forth therein.

As discussed in Note 7 to the consolidated financial statements, effective Aprit 1, 1993, the Company changed
its method of accounting for income taxes. -

DELOITTE & TOUCHE LLp

Pitsburgh, Pennsylvania
June 28, 1996



ASSETS:

ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(Dollars in thousands. except per share amounts)

Cable television systems. at cost. net of depreciation and amortization:
Property, plant and equipment M)
intangible assets

Total

. Cash and cash equivalents

Investments

Preferred equity investment in Managed Partnership
Subscriber receivables - net

Prepaid expenses and other assets - net

Related party investments and receivables - net

Total

LIABILITIES AND STOCKHOLDERS FQUITY (DEFICIENCYY:

Notes payable of subsidiaries to banks and institutions g
12 1/2% Senior Notes due 2002

10 1/4% Serior Notes due 2000

11 7/8% Senior Debentures due 2004

9 7/8% Senior Debentures due 2005

9 1/2% Senior Pay-In-Kind Notes due 2004

Other debt

Accounts payable

Subscriber advance payments and deposits
Accrued interest and other liabilities
Deferred income taxes

Total liabtilities

Commitments and contingencies (Note 4)

Stockholders' equity (deficiency):

Class A Common Stock. $.01 par value, 50.000,000 and 200.000,000
shares authorized, respectively; 14,906,691 and 13,364,009 shares
outstanding, respectively

Class B Common Stock, 3.01 par value, 25,000,000 shares
authorized and 10,944,476 shares outstanding

Additional paid-in capital

Accumulated deficit

Tota) stockholders' equity (deficiency)

Total

March 31,

i9935 1994
518,405 S 360,376
546116 568,898
1.064.521 1,129,274
5,045 10.809
48,968 68,147
18,338 18.338
20,433 23.803
48352 32,658
61,634 30,894
S 1,267,291 § 1.333.923
1,086,350 § 1.224.675
400,000 400,000
99,011 99,158
124,470 124,502
127,994 128.118
164,370 180,357
19.413 18,663
42,872 66.668
16,494 14,706
87,751 99,106
110,139 106,209
2,278,866 - 2,462,162
149 154
109 109
211,190 214,415
(1,223,023) (1,342.917)
(1.011,575) (1,128,239)
5 1,267291 S 1,333,923

See notes to consolidated financial statements.



ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
{Dallars in thousands, except per share amounis)

Year Ended March 31,

1994 1993 1996

Revenues 5 319,043 3 361,305 & 403,397
Qperating expenses:

Direct operating and programming 90,547 106,993 124,116

Selling, general and administrative 52,801 63,487 68357

Depreciation and amortization §9,402 97,602 111,034

Rate regulation ) - - 5.300

Tortal _ 352,730 153,082 308.804

Operating income 86,293 93,423 94,793
Orher income (expense):

[nterest income from affiliates 9,188 1,112 10,623

Other income (299) 1,453 -

Priority investment income from Olympus 22,300 22300 28,852

Interest expense (182,136) (193,698) (210,691)

Equity in loss of joint ventures (30,034 (44,349) (46,237

Total (181,001) (203,182) (217,473)

Loss before income taxes, extraordinary loss and

cumulative effect of change in accounting principle (94,706) (111,739) {122,680
income tax (expense) benefit (2,742) 3473 2,788
Loss before extraordinary loss and cumulative

effect of change in accounting principle (97,443 (106,284) {119,894)
Extraordinary loss on early retirement of debt (752) - -
Cumulative effect of change in accounting for

income taxes {9,660) - T
Net loss $ (187,860) S (106,284 S  (119,894)
Loss per weighted average share of common stock

before extraordinary loss and cumulative effect of

change in accounting principle (3.66) (4.32) {4.356)
Extraordinary loss per weighted average share on

early retirement of debt _ (0.04) - -
Cumulative effect per weighted average share of

change in accounting for income taxes (3.21) - -
Net loss per weighed average share of common stock 1Y (10.81) S (432) § (4.56)
Weighted average shares of common stock outstanding 17,221 34,628 26,303

See notes to consolidated financial statements,



ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHQOLDERS' EQUITY (DEFICIENCY)
(Doliars in thousands)

Balance, March 31, 1993

Issuance of Class A Common
Stock on January 14. 1994

Excess of purchase price of
acquired assets over

predecessor owners' book
value

Net loss
Balance, March 31, 1994

Issuance of Class A Common
Stock on January 10, 1993

[ssuance of Class A Common
Stock on February 28, 1993

Excess of purchase price of
acquired assets over

predecessor owners' book
value

Net loss
Balance, March 31, 1995

Issuance of Class A Common
Stock on Apri] 3, 1995

Excess of purchase price of
acquired assets over
‘predecessor owners' book
value

Net loss

Balance, March 31, 1996

Class A Class B Additional Stockholders’
Common Common Paid-in Accumulated Equity

Stock Stock Capital Deficit (Deficiency)

4 3 109§ 60,112 3§ (928,879) (868,613)

91 - 155,872 - 133,963

. . (17,553) - (17,553)

- - - (187,860) (187.860)

135 109 198,431 (1,116,739) (918,064)

4 - 3,588 - 3,592

i0 - 14,851 - 4,861

- - (5,680) - (5,680)

- - - (106,284) (106,284)

149 109 211,190 (1,223,023) (1,011,575)

5 - 4,995 - 3,000

- - (1,770) - (1,770)

- - - (119,894) (119,854)

154 § 109 § 214,415 S (1,342917) (1,128,239)

See notes to consalidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands)

ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash provided
by operating activities:

Depreciation

Arnortization

Noncash interest expense

Equity in loss of joint ventures

Rate regulation

Extraordinary loss on debt retirement

Loss on disposal of property

Cumulative effect of change in accounting for
income taxes

Increase (decrease) in deferred income taxes,
net of effects of acquisitions

‘Changes in operating assets and liabilities, net of
effects of acquisitions and divestitures:
Subscriber receivables
Prepaid expenses and other assets
Accounts payable
Subscriber advance payments and deposits
Accrued interest and other liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Cable television systems acquired’
Expenditures for property, plant and equipment
Investments in other joint ventures
Preferred equity investment in Managed Partnership
Amounts invested in and advanced to Olympus
and related parties
Alternate access rights acquired
Net cash used for investing activities

Cash flows from financing activities:
Proceeds from debt
Repayments of debt
Costs associated with debt financing
{ssuance of Class A Common Stock
Net cash provided by financing activities

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents. beginning of year

Cash and cash.equivalents, end of year

Supplemental disclosure of cash flow activity -
Cash payments for interest

See notes to consolidated financial statements.
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Year Ended March 31,

1594 1953 1595
S (187.860) S (106.384) S (119.894)
56370 66,064 70.890
33.032 31,338 40,141
(680 14.756 16.288
30,054 44,349 46,257

i ; 2,700

752 -

1,051 ]
89.660 ; .
2.061 (5.975) (3.930)

(153) (378) (3.370)
(16.288) (21,152) (14.463)
5,871 14,789 23,796
(1,134) 699 (1,788)
11,858 10,630 7.662

36952 18,936 63287
(21,681) (70,256) (60,804)
(75,894) (92,082) (100.089)
(8,890) (38.891) (24.333)
(18,338) . 5
(45.285) (46.,046) (4,236)
(27,000) . - .
(197,088) (247.273) (189.462)
744,770 155,314 273,508
(690,232) (38,107) (138.694)
(4.961) (2,759) (3.875)
155,963 14,861 -
205,540 129,309 130,039
35.404 (69,030) 5,764
38.671 74.075 5,043

g 74,075 $ 5045 S 10.809
S 178840 S . 193206 S 198369

-



ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands. except per share armounts)

1. The Company and Summary of Significant Accounting Policies:

The Company and Basis for Consolidation

Adelphia Communications Corporation and subsidiaries ("Adelphia") owns, operates and manages
cable television systems and other related telecommunications businesses. Adelphia’s operations consist
primarily of selling video programming which is distributed to subscribers for a monthly fee through a network
of fiber optic and coaxial cables. These services are offered in the respective franchise areas under the name
Adelphia Cable Communications.

The consolidated financial statements inciude the accounts of Adelphia and its more than 50% owned
subsidiaries. All significant intercompany accounts and transactions have been eliminated in consolidation,

During the years ended March 31, 1995 and 1996, Adelphia consummated several acquisitions, each of
which was accounted for using the purchase method. Accordingly, the financial results of each acquisition have
been included in the consolidated results of Adelphia effective with the date acquired. A description of the
acquisitions is provided below.

On June 16, 1994, Adelphia invested $54,000 in TMC Holdings Corporation ("THC"), the parent of
Tele-Media Company of Western Connecticut. THC owns cable television systems which, at the acquisition
date, served approximately 43,000 subscribers in western Connecticut. The investment in THC provides
Adelphia with 2 $30,000 preferred equity interest in THC and a 75% non-voting commeon equity interest, with a
iiquidation preference to the remaining 25% commeon stock ownership interest in THC. Adelphia has the right
to convert such interest to a 75% voting common equity interest, with a liquidation preference to the remaining
shareholders’ 25% common stock ownership interest, on demand subject to certain regulatory approvals. Debt
assumed. inciuded in notes payable of subsidiaries 1o banks and institutions, was $52,000 at'closing.

On June 30, 1994, Adeiphia acquired from Olympus 85% of the common stock of Northeast Cabile, Inc.
("Northeast") for a purchase price of $31,875. Northeast owns cable television systems which, at the acquisition
date, served approximately 36,500 subscribers in eastern Pennsylvania. Of the purchase price, 316,000 was
paid in cash and the remainder resulted in a decrease in Adelphia’s receivable from Olympus. Debt assumed,
included in notes payable of subsidiaries to banks and institutions, was $42,300 at closing,

On January 10, 1995, Adelphia issued 399.087 shares of Class A Common Stock in connection with the
merger of a wholly-owned subsidiary of Adelphia into Oxford Cablevision, Inc. ("Oxford"), one of the Terry
Family cable systems. At the acquisition date, Oxford served approximately 4,200 subscribers located in the
North Carolina counties of Granville and Warren.

On January 31, 19935, Adelphia acquired 2 majority equity position in Tele-Media Company of Martha's
Vinevard, L.P. for $11,775, a cable system which, at the acquisition date, served approximately 7,000
subscribers located in Martha's Vineyard, Massachuserts.

On April 12, 1995, Adelphia acquired cable systems from Clear Channels Cable TV Company located
in Kittanning, New Bethlehem and Freeport, Pennsvivania, for $17,456. These systems served approximately
10,700 subscribers at the date of acquisition.



ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands. except per share amounis)

On january 9, 1996, Adelphia completed the acquisition of the cable systems of Eastem Tzlecom
Corporation and Robinson Cable TV, [nc. These systems served approximaiely 24,000 subscribers at the
acquisition date located in western Pennsylvania and were purchased for an aggregate pricz of $43.000.

{nvestment in Qlympus Joine Venture Partnership

The investment in the Olympus jeint venture partnership comprises both limited and general partner
interests. The general partner interest represents a 30% voting interest in Olympus Communications. L.P.
("Olympus") and is being accounted for using the equity method. Under this method, Adelphia’s investment.
initially recorded at the historical cost of contributed property, is adjusted for subsequent capital contributions
and its share of the losses of the partnership as well as its share of the accretion requirements of the partnership's
interests. The limited partner interest represents a preferred interest ("PLP interests") entitled 10 2 16.3% annual
retur.

The PLP interests are nonvoting, are senior to claims of certain other partner interests, and provide for
an annual priority retum of 16.5%. Olympus (s not required to pay the entire 6.5% return currently and
priority return on PLP interests is recognized as income by Adelphia when received. Correspondingly. equity in
net loss of Olympus excludes accumulated unpaid priority retum (see Note 2).

Subscriber Revenues
Subscriber revenues are recorded in the month the service is provided.
Property, Planr and Equipment

Property, plant and equipment are comprised of the following:

March 31,
1993 1996
Operating plant and equipment R 786917 S 863.957
Real estate and improvements 46,453 ST
Support equipment 28,242 30,076
Construction in progress 77,026 105,138
938,638 1.050.338
Accumulated depreciation {420,233) (489,962)

3 318405 S 360,576

Depreciation 1s computed on the straight-line method using estimated useful lives of 5 1o 12 years for
operating plant and equipment and 3 to 20 years for support equipment and buildings. Additions to property.
plant and equipment are recorded at cost which includes amounts for material. applicable labor and overhead.
and interest. Capitalized interest amounted to 51,3435, $1.736 and $1,766 for the vears ended March 31, 1994,
1995 and 1996, respectively.,



ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
{Dollars in thousands, except per share amounts)

Intangible Assets

Intangible assets. net of accumulated amortization. are comprised of the foilowing:

March 31,
1995 1996
Purchased franchises ) 493349 § 463.985
Goodwill 38.803 38.377
Non-compete agreements 13.495 11,240
Purchased subscriber lists 567 33,298

S 546,116 3 568.898

A portion of the aggregate purchase price of cable television systems acquired has been allocated to
purchased franchises, purchased subscriber lists, goodwill and non-compete agreements. Purchased franchises
and goodwill are amortized on the straight-line method over 40 years. Purchased subscriber lists are amortized
on the straight-line method over periods which range from 5 to 10 years. Non-compete agreements are
amortized on the straight-line method over their contractual lives which range from 4 to 12 years. Accumulated
amortization of intangible assets amounted to $107.914 and $137.012 at March 31, 1995 and 1996, respectively.

Cash and Cash Equivalents

Adelphia considers all highly liquid investments with original maturities of three months or less to be
cash equivalents. Interest on liquid investments was 52,020, $1,230 and $1,859 for the years ended March 31,
1994, 1995, and 1996, respectively.

frnvesrments

- The equity method of accounting is generally used to account for investments in affiliates which are
greater than 20% but not more than 50% owned. Under this method, Adelphia’s initial investment is recorded
at cost and subsequently adjusted for the amount of its equity in the net income or losses of its affiliates.
Dividends or other distributions are recorded as a reduction of Adelphia's investment. Invesunents in affiliates
accounted for using the equity method generally reflect Adelphia's equity in their underlying assets.

Investments in entities in which Adelphia's ownership is less than 20% and investments greater than
20% in which Adelphia does not influence the operating or financial decisions of the entity are generally
accounted for using the cost method. Under the cost method, Adelphia’s initial investment is recorded at cost
and subsequently adjusted for the amount of its equity m net income or losses of the investee only 1o the extent
distributed by the investee as dividends or other distributions. Dividends received in excess of eamings
subsequent to the date the investment was made are recorded as reductions of the cost of the investment.



ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

The balance of Adelphia’s investments is as follows:

March 31,
1993 1996
y : o 1 ) L
Gross investment:
Alternate access ventures 3 15764 3§ 28,754
Page Call, Inc. 6,913 11,187
Other ; 2,847 800
Cumulative equity in net losses {1.438) (6,814)
Tortal 24,068 33,927
Investments accounted for using the cost method:
Niagara Frontier Hockey, L.P. {3,000 22681
Commonwealth Security, Inc. 4,200 4,200
SuperCable 3,000 37
Other 2,700 4,168
Total 24 900 34,220
Total investments ) 48968 3 68,147

On April 12, 1994, Adelphia purchased for $15,000 (i) convertible preferred units in Niagara Frontier
Hockey, L.P., (the "Sabres Partnership™) which owns the Buffalo Sabres National Hockey League (“NHL™)
Franchise, convertible to a 34% equity interest and (ii) warrants allowing Adelphia to increase its interest to
40%. Adelphia has also comminted to advance $12,500 to the Sabres Parmership in the form of 14%
convertible capital funding notes. In connection with the $12,500 commitment, Adelphia’s convertible preferred
units’ return has been increased to 14%. During the year ended March 31, 1996, the Company funded $7,681 of
the $12,500 and by April 24, 1996, the entire $12,500 had been funded. The Sabres Partnership manages and
will receive aflocations of profits, losses and distributions from the Marine Midland Arena, a new sports and
entertainment facility expected to be completed by the opening of the 1996-1997 NHL season. Adelphia
believes this investment will be a competitive advantage in the Buffalo cable television market.

Subscriber Receivables

An allowance for doubtful accounts of 33,503 and S1,216 has been deducted from subscriber
receivables at March 31, 1993 and 1996, respectively. The decrease in the allowance for doubtful accounts as
of March 31, 1996 resulted from a change in procedure for writing off doubtfu! accounts. This change had no
effect on bad debt expense.

Amortization of Other 4ssets and Debt Discounts

Deferred debt financing costs, included in prepaid expenses and other assets, and debt discounts, a
reduction of the carrying amount of the debt, are amortized over the term of the related debt. The unamortized
amounts included in prepaid expenses and other assets were 323,355 and $25.274 at March 31, 1995 and 1996,
respectively.



ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

Asser Impairments

Adelphia periodically reviews the carrying value of its long-lived assets for impairment whenever
events or changes in circumstances indicate that the carrving value of assets may not be recoverable.
Measurement of any impairment would include a comparison of estimated future operating cash flows
anticipated to be generated during the remaining life of the assets with their carrying value. An impairment loss
would be recognized as the amount by which the carrving value of the assets exceeds their fair value.

Noncash Financing and Investing Activities

Capital leases entered into during the vear ended March 31. 1994 totaled $7.186. There were no
material capital leases entered into the vears ended March 31. 1995 and 1996. Reference is made to Notes i, 2,
5 and 9 for descriptions of additional non-cash financing and investing activities.

Derivative Financial Instruments

Net settlement amounts under interest rate swap agreements are recorded as adjustments to interest
expense during the period incurred.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Acrual results could differ from those
eslimates.

Reclassification
Certain 1994 and 1995 amounts have been reclassified for comparability with the 1996 presentation.
2. Related Party Investments and Receivables: _

The following table summarizes the investments in and receivables from Olympus and related parties:

March 31,
1995 1996
Investment in Olympus S {48,688) 3 (93,563)
Amounts due from Olympus 60,631 59,907
Amounts due from other related parties - net 49,691 64,550

§ 61,634 § 30,894

Amounts due from other related parties - net represent advances to (from) Managed Partmerships (see
Note 9), the Rigas family (principal shareholders and officers of Adelphia) and Rigas family controlled entities,
No related party advances are collateralized.

On February 28, 1995, ACP Holdings, Inc., a wholly-owned subsidiary of Adelphia, and the managing
general partner of Olympus, certain shareholders of Adelphia, Olympus and various Telesat Entities ("Telesat"),
wholly-owned subsidiaries of FPL Group, Inc., entered into an investment agreement whereby Telesat
contributed to Olympus substantially all of the assets associated with certain cable television systems, serving

-39.



ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

{Dollars in thousands. except per share amounts)

approximately 50,000 subscribers in southemn Florida. in exchange for general and limited partner intarests and
- newly issued preferred limited partner interests in Olympus. Prior to the Telesat [nvestment Agresment,
Olympus had obligations to Adelphia for intercompany advances, preferred limited partner ("PLP"}) inzerests.
and priority return on PLP iaterests. [n comjunction with the Telesat Investment Agreement, Adelphia
converted a portion of the intercompany advances. a portion of the existing PLP interests and all of the existing
accrued priority return on the PLP interests, 1o capital contributions. At March 31, 1994, 1995 and 1996.
Adelphia owned 5276,101, 3225,000 and $222,860 in Olvmpus PLP [nterests, respectively.

On March 28, 1996, ACP, Teigsat, Olvmpus, Adelphia and certain shareholders of Adeiphia eniered
into an agreement which amended certain aspects of the Olympus Partnership Agreement. The amendment
provides for the repayment of certain amounis owed to Telesat totaling 320,000, the release of certain
obligations of Telesat to Olympus and the reduction of Telesat’s PLP and accrued priority return balances by
$20.000. The amendment further provides for a 340,000 distribution to Adelphia as a reduction of its PLP
interests and accrued priority retumn. These repayments and distributions were made on March 29, 1996 and
were funded through intemally generated funds and advances from an affiliate.

On March 31, 1994, Adelphia acquired from Olympus the rights to provide alternate access in its
respective franchise areas and an investment in an unaffiliated parmership for a purchase price of 3135,500. The
purchase price of the assets resulted in a corresponding reduction of amounts due Adelphia. The $13,400 excess
of the purchase price over Olympus' book value has been recorded by Adelphia as an additional investment in
Olympus.

The major components of the financial position of Olympus as of March 31, 1995 and 1996, and
December 31, 1994 and 1993, and the resuits of operations for the three months ended March 31, 1995 and
1996, and the years ended December 31, 1994 and 19935 were as follows:

March 31 —December 3|,
(Unaudited)
Balance Sheet Daia
Property, plant and equipment - net S 181,705 8 221,381 S 154298  § 203,029
Total assets 425813 625,243 575,985 333,909
Notes payable to banks 298,309 514,500 314,010 419,000
Total liabilities 411,299 706,239 588,104 332,453
Redeemable limited and PLP Interests - = 281,986 -
Limited partners’ interests 337,500 334,290 - 396.630
General partners’ equity
(deficiency) (342,991)  (435291)  (494,105)  (415.174)
Income Statement Data
Revenues S 23,920 S 35,088 3 94458 S 120968
Operating income 3,449 8.263 10,376 21,275
Net loss {5.497) (2,843) (21,023) (19.391)
Net loss of general partners after
priority return and accretion requirements (22,224) (20,067 (83.833) (82.749)

On October 6, 1993, Adelphia purchased the preferred Class B Limited Partnership Interest in Svracuse
Hilton Head Holdings, L.P. {("SHHH"), a Managed Parmership, for a price of $18,338 from Robin Media
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Group. an unrelated party. SHHH is a joint venture of the Rigas Family and Tele-Communications. Inc.
("TCI") and owns svstems managed by Adelphia. The Class B Limited Partmership Interest has a preferred
return of 14% annually which is payable on a current basis at the option of SHHH. and ts senior in priority to
the partnership interests of the Rigas family and TCI. Prionty return on the preferred Class B Limited Partner
Interest in SHHH totaled $2.654 and $2.643 and is included in revenues for the vears ended March 31. 1995 and
1996, respectively. SHHH is obligated to redeem the Class B Limited Partnership Interest between June i1.
1996 and December 31, 1996.

In September 1993, the Board of Directors of Adelphia authorized Adelphia to make loans in the future
to the Managed Partnerships up to an amount of $50.000. During the year ended March 31, 1994, Adelphia
made loans in the net amount of $15,000 to SHHH, to facilitate the acquisition of cable television svstems
serving Palm Beach County, Florida from unrelated parties. During fiscal year 1995, Adelphia sold its
investment in TMIP to SHHH for $13,000. On January 31, 1995, a wholly owned subsidiary of Adeiphia
received a $20,000 preferred investrnent from SHHH to facilitate the acquisition of cable properties from Tele-
Media Company of Delaware.

3. Debt:
Notes Payable of Subsidiaries to Banks and Institutions

Notes payable of subsidiaries to banks and institutions are comprised of the following:

March 31,
1995 1996

Credit agreements with banks pavable through 2003

{weighted average interest rate 8.16% and 7.51%

at March 31, 1995 and 1996, respectively) $ 584230 S 758,975
10.66% Senior Secured Notes due 1996 through 1999 230,000 245,000
9.95% Senior Secured Notes due through 1997 9,600 5,200
10.80% Senior Secured Notes due 1996 through 2000 45,000 36,000
10.50% Senior Secured Notes due 1997 through 2001 16,000 16,000
9.73% Senior Secured Notes due 1998 through 2001 37,500 37.500
10.25% Senior Subordinated Notes due 1596 through 1998 72,000 36,000
11.85% Senior Subordinated Notes due 1998 through 2000 60,000 60.000
11.13% Senior Subordinated Notes due 1999 through 2002 12,000 12,000

5 1.086350 5 1,224,675

The amount of borrowings available to Adelphia under its revolving credit agreements is generaily
based upon the subsidiaries achieving certain levels of operating performance. Adelphia had commitments from
banks for additional borrowings of up 10 $301,000 at March 31, 1996 (including the effects of the refinancing
and the acquisition of cable operations discussed in Note 11) which expire through 2003. Adelphia pays
commitment fees of up to .5% of unused principal.

Borrowings under most of these credit arrangements of subsidiaries are collateralized by a pledge of the -
stock in their respective subsidiaries, and, in some cases, by assets. These agreements stipulate, among other
things, limitations on additional borrowings, investments, transactions with affiliates and other subsidiaries, and
the payment of dividends and fees by the subsidiaries. They also require maintenance of certain financial ratios
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by the subsidiaries. Several of the subsidiaries’ agreements, along with the notes of the parent company. contain
cross default provisions. At March 31, 1996 approximately $219.000 of the net assets of subsidiaries would be
permitnted to be transferred 1o the parent company in the form of dividends, priority retum and loans without the
prior approval of the lenders based upon the results of operations of such subsidiaries for the quarter ended
March 31, 1996, The subsidiaries are permitted to pay fees to the parent company or other subsidiaries. Such
fees are limited to a percentage of the subsidiaries’ revenues.

Bank debt interest rates are based upon one or more of the following rates at the option of Adelphia:
prime rate pius 0% to 1.5%; certificate of deposit rate plus 1.25% t0 2.75%; or LIBOR rate plus 1% 10 2.5%. At
March 31, 1993 and 1996, the weighted average interest rate on notes payable to banks and institutions was
9.33% and 8.36%. respectively. The rates on 36% of Adelphia's notes payable to banks and institutions were
fixed for at least one year through the terms of the notes or interest rate swap agreements,

{2 172% Senior Notes due 2002

On May 14. 1992, Adelphia issued at face value to the public 3400,000 aggregate principal amount of
unsecured 12 1/2% Senior Notes due May 15, 2002. Interest s due on the notes semi-annually. The notes.
which are effectively subordinated to all liabilities of the subsidiaries, contain restrictions on, among other
things, the incurrence of indebtedness, mergers and sale of assets, certain restricted payments by Adelphia.
investments in affiliates and certain other affiliate transactions. The notes further require that Adelphia maintain
a debt to annualized operating cash flow ratio of not greater than 8.73 to 1.00, based on the latest fiscal quarter,
exclusive of the incurrence of $50.000 in additional indebtedness which is not subjact to the required ratio.
Adelphia may redeem the notes in whole or in part on or after May 13, 1997, at 106% of principal, declining to
100% of principal on or after May (3, 1999.

10 1/4% Senior Notes due 2000

On July 28, 1993, Adelphia issued $110,000 aggregate principal amount of unsecured 10 1/4% Senior
Notes due July 2000. Interest is due on the notes semi-annually. The notes which are effectively subordinated
to all liabilities of the subsidiaries, contain restrictions and covenants similar to the restrictions on the 12 1/2%
Senior Notes., The notes are not callable prior to the maturity date of July [3, 2000. During fiscal 1993, $10.000
of notes were retired through open market purchases.

11 7/8% Senior Debentures due 2004

On September 10, 1992, Adelphia issued to the public $125,000 aggregate principal amount of
unsecured |1 7/8% Senior Debentures due September 2004. Interest is due on the debentures semi-annually.
The debentures, which are effectively subordinated to all liabilities of the subsidiaries, contain restrictions and
covenants similar to the restrictions on the 12 1/2% Senior Notes. Adelphia may redeem the debentures in
whole or in part on or after September 13, 1999, at 104.5% of principal, deciining to 100% of principal on or
after September (3, 2002,

9 7/8% Senior Debentures due 2005

On March 11, 1993, Adelphia issued 9 7/8% Senior Debentures due March 2003 in the aggregate
principal amount of $130,000. [nterest on the debentures is payable semi-annually. The debentures, which are
effectively subordinated to all liabilities of the subsidiaries, contain restrictions and covenants similar to the

restrictions on the 12 /2% Sentor Notes. The debentures are not redeemable prior to the maturity date of
March |, 2003.
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9 1/2% Senior Pay-in-Kind Noies due 200+

On February 13. 1994, Adelphia issued $i1350.000 aggregate principal amount of unsecured 9 1/2%
Senior Pay-In-Kind Notes due February 2004. On or prior 1o February 1999, ail interest on the notes. which is
due semi-annually, may at the option of Adelphia be paid in cash or through the issuance of additional notes
valued at 100% of their principal amount. The notes will bear cash interest from February 1999 through
maturity. The notes which are effectively subordinate to all liabilities of the subsidiaries contain restrictions and
covenants similar to the 12 1/2% Senior Notes. Adelphia may redeem the notes in whole or in parnt on or after
February 135, 1999, at 103.56% of principal, declining to {00% of principal on or after February 13, 2002.

1 3% Senior Subordinated Notes due 996

On February 14, 1994, Adelphia redeemed all of the 13% Senior Subordinated Notes for 100% of the
$100,000 aggregate principal amount.

Matrurities of Debt

Marturities of debt for the five vears afier March 31. 1996 are as follows:

1997 $127,906
1998 177,475
1999 162,791
2000 82,483
2001 157,381

The maturities of debt listed above have been adjusted to refiect changed maturity dates resulting from
repayment of certain debt during April 1996 from borrowings under a new credit facility (see Note 11).
Management intends to fund its requirements for maturities of debt through borrowings under new and existing
credit arrangements and internally generated funds. Changing conditions in the financial markets may have an
impact on how Adelphia will refinance its debt in the future.

Interest Rate Swaps and Caps

Adelphia has entered into interest rate swap agreements and interest rate cap agreements with banks,
Olympus and Managed Entities to reduce the impact of changes in interest rates on its debt. Several of
Adelphia’s credit arrangements include provisions which require interest rate protection for a portion of its debt.
Adelphia enters into pay-fixed agreements to effectively convert a portion of its variable-rate debt to fixed-rate
debt to reduce the risk of incurring higher interest costs due to rising interest rates. Adelphia enters into receive-
fixed agreements to effectively convert a portion of its fixed-rate debt to a variablie-rate debt which is indexed 1o
LIBOR rates 1o reduce the risk of incurring higher interest costs in periods of falling interest rates. Interest rate
cap agreements are used to reduce the impact of increases in interest rates on variable rate debt. Adelphia is
exposed to credit loss in the event of nonperformance by the banks, by Olympus or by the Managed Entities.
Adelphia does not expect any such nonperformance. The following table summarizes the notional amounts
outstanding and weighted average interest rate data, based on variable rates in effect at March 31, 1993 and
1996, for all swaps and caps which expire 1996 through 1998.
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March 31
1993 1996

Pav Fixed Swaps

Notional amount 3396,000 3416,000
Average receive rate 6.19% 5.68%
Average pay rate 7.50% 7.94%

ive Fi WADS

Notional amount $406,000 S$108,500
Average receive rate 6.77% 6.66%
Average pay rate 6.30% 3.74%
Interest Rate Caps

Notional amount - 350,000
Average cap rate - 9.00%

During fiscal 1996, Adelphia received $11,526 upon termination of several interest rate swap
agreements having a stated notional principal amount of $270,000. The amount received will be amortized as a
reduction of interest expense through November 1998, At March 31, 1996, the unamortized balance is $10.027.
Also during fiscal 1996, the Company received 54,900 and assumed the obligations as a counterparty under
certain interest rate swap agreements with Olympus. These interest rate swap agreements have 2 notional
principal amount of $140.000 and expire through November 1998.

4. Commitments and Contingencies:

Adelphia rents office and studio space, tower sites, and space on utility poles under leases with terms
which are generally less than one year or under agreements that are generally cancelable on short notice. Total
rental expense under all operating leases aggregated 33,988, 34,356 and 34,687 for the years ended March 31,
1994, (995 and 1996, respectively.

In connection with certain obligations under franchise agreements, Adelphia obtains surety bonds
guaranteeing performance to municipalities and public utilities. Payment is required only in the event of
nonperformance. Adelphia has fulfilled all of its obligations such that no payments under surery bonds have
been required.

As of July 1, 1993, Adelphia adopted a program to self insure for casuaity and business interruption
insurance. This program is part of an agreement between Adelphia and each of its subsidiaries in which
Adelphia will provide insurance for casualty and business interruption claims of up to $10,000 and $20,000 per
claim, respectively, for each subsidiary of Adelphia. These risks were previously insured by outside parties.

On June 12, 1993, Adelphia announced the signing of a definitive agreement for the purchase of all of
the cable systems of First Carolina Cable TV, L.P. These systems together serve approximately 34,000
subscribers located in Vermont and are being purchased for an aggregate price of 348,500, The acquisition,
which will be accounted for under the purchase method of accounting, is expecied to close in the second quarter
of fiscal 1997.

The cable television industry and Adelphia are subject to extensive regulation at the federal, state and
local [evels. Pursuant to the [992 Cable Act, which significantly expanded the scope of regulation of certain
subscriber rates and a number of other matters in the cable industry the FCC has adopted rate regulations that
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establish, on a system-by-system basis, maximum allowable rates for (i) basic and cable programming services
(other than programming offered on a per-channel or per-program basis). based upon a benchmark
methodology, and (il) associated equipment and installation services based upon cost plus a reasonable profit.
Under the FCC rules, franchising authorities are authorized to regulate rates for basic services and associated
equipment and installation services, and the FCC will regulate rates for regulated cable programming services in
response to complaints filed with the agency. The original rate regulations became effective on Septernber 1,
1693, Severzl amendments to the rate regulations have subsequently been added.

The FCC has adopted regulations implementing all of the requirements of the 1992 Cable Act. The
FCC is also likely to continue to modify, clarify or refine the rate regulations. In addition, litigation has been
instituted challenging various portions of the 1992 Cable Act and the rulemaking proceedings including the rate
reguiations. The Telecommunications Act of 1996 (the “1996 Act”} deregulates the rates for cable
programming services on March 31, 1999. Adelphia cannot predict the effect of the 1996 Act on future
rulemaking proceedings or changes to the rate regulations.

Effective September 1, 1993, as a result of the 1992 Cable Act, Adelphia repackaged certain existing
cable services by adjusting rates for basic service and introducing a new method of offering certain cable
services. Adelphia adjusted the basic service rates and related equipment and installation rates in all of its
systems in order for such rates to be in compliance with the applicable benchmark or equipment and installation
cost levels. Adelphia also implemented a program in all of its systems called "CableSelect” under which most
of Adelphia’s satellite-delivered programming services are now offered individually on a per channel basis, or as
a group at a price of approximately 15% to 20% below the sum of the per channel prices of ail such services.
For subscribers who elect to customize their channel lineup, Adelphia will provide, for a monthly rental fee, an
electronic device located on the cable line outside the home, enabling a subscriber's television to receive only
those channels selected by the subscriber. These basic service rate adjustments and the CableSelect program
have also been implemented in all systems managed by Adelphia. Adelphia believes CableSelect provides
increased programming choices to its subscribers while providing flexibility to Adelphia to respond to future
changes in areas such as customer demand and programming,.

A letter of inquiry, one of at least 63 sent by the FCC to numerous cable operators, was received by an
Olympus system regarding the implementation of this new method of offering services. Olympus responded in
writing to the FCC's inquiry. On November 18, 1994, the FCC released amended rules under which, on a
prospective basis, any a la carte package will be treated as a regulated tier, except for packages involving
premium services. Also, on November 18, 1994, the Cable Services Bureau of the FCC issued a decision
holding that the "CableSelect” program was an evasion of the rate regulations and ordered this package to be
treated as a regulated tier. This decision, and ail other letters of inquiry decisions, were principally decided on
the number of programming services moved from regulated tiers to "a la carte" packages. Adelphia has
.appealed this decision to the full Commission which affirmed the Cable Service Bureau’s decmon Adelphia
has sought reconsideration of the decision.

Certain other cable television companies that utilized a la carte packages have recently reached
settlement/resolution with the FCC on this issue. Adelphia believes that in view of this experience with other
operators, resolution of these differences is possible, consistent with the terms and conditions of those earlier
resolutions. Accordingly, results of operations for the fiscal year ended March 31, 1996 include a $5,500 charge
representing management’s estimate of the total costs associated with the resolution of this matter. Such costs
include, (i) an estimate of credits to be extended to customers in furure periods of up to $2,700, (ii) legal and
other costs incurred during the fiscal year ended March 31, 1996, and (iii) an estimate of legal and other costs to
be incurred associated with the ultimate resolution of this matter. At March 31, 1996, $3,800 of the charge to
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eamings remained as an estmate of future costs to be incurred to resolve this matter. While Adelphia cannot
predict the uitimatz outcome or effect of this martter. management of Adelphia does not expect the ultimate
outcome of this matter to have a material adverse effecr on Adelphia’s financial position and resuls of
operations. Also, no assurance can be given as to what other future actions Congress, the FCC or other
regulatory authorities may take or the effects thereof on the Company. The Company is currently unable o
oredict the effect that the amended regulations, future FCC treatment of “a la carte” packages or other future
FCC rulemaking proceedings will have on its business and results of operations in future periods.

5. Stockholders' Equity (Deficiency):
Adelphia has no convertible securities or other common stock equivalent securities outstanding,.
Public Offering of Class 4 Common Stock on January [4, [994

On January 14, {994, Adelphia sold 9.132,604 shares of Class A Common Stock. Of the 9,152,604
shares, 3.300,000 shares were sold to the public at $18.00 per share, with an underwriting discount of $.855 per
share. Parmerships conirolled by the family of John J. Rigas, President and Chief Executive Officer of
Adelphia, purchased the other 5,832,604 shares ar the public offering price less the underwriting discount. Net
proceeds to Adelphia after offering expenses aggregated 5155,963.

Stock Issued During Fiscal 1995

On Sanuary (0, 1993, Adelphia issued 399,087 shares of Class A Common Stock in connection with the
acquisition of Oxford (see Note 1). On February 28, 1993, 1,000,000 shares of Class A Common Stock were
sold to FPL Group, Inc. for $15.00 per share.

Stock Issued During Fiscal 1996

On April 3, 1993, Olympus purchased from Adelphia, through a charge to its receivable balance with
Adelphia, 437,300 shares of Adelphia Class A Common Stock for $5,000, Olympus used the stock in the
acquisition of the cable and security systems of WB Cable Associates, Ltd.

Preferred Stock

The Certificate of [rcorporation of Adelphia authorizes 5,000,000 shares of Preferred Stock, 3.01 par
value. None have been issued.

Common Stock

The Certificate of Incorporation of Adelphia authorizes two classes of common stock, Class A and
Class B. Holders of Class A Common Stock and Class B Common Stock vote as a single class on all matters
submitted to a vote of the stockholders, with each share of Class A Common Stock entitled to one vote and each
share of Class B Common Stock entitled to ten votes, except (i) for the election of directors and (ii) as otherwise
provided by faw. In the annual election of directors, the holders of Class A Common Stock voting as a separate
class, are entitled to elect one of Adelphia's directors. I[n addition, each share of Class B Common Stock is
automatically convertible into a share of Class A Common Stock upon transfer, subject to certain limited
exceptions. [n the event a cash dividend is paid, the holders of Class A Common Stock will be paid 105% of
the amount payable per share for each share of Class B Common Stock.
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Upon liquidation, dissolution or winding up of Adelphia, the holders of Class A Common Stock are
entitled to a preference of $1.00 per share. After such amount is paid. holders of Class B Common Stock are
entitled to receive 51.00 per share. Anv remaining amount would then be shared ratably by both classes.

Restricted Stock Bonus Plan

Adelphia has reserved 300,000 shares of Class A Common Stock for issuance to officers and other key
emplovees at the discretion of the Compensation Committee of the Board of Directors. The bonus shares will
be awarded without any cash pavment by the recipient unless otherwise determined by the Compensation
Committee. Shares awarded under the plan vest over a five vear period. No awards have been made under the
plan.

Stock Option Plan

Adelphia has a stock option plan, which provides for the granting of options to purchase up to 200,000
shares of Adelphia's Class A Common Stock to officers and other key employees of the Company and its
subsidiaries. Options may be granted at an exercise price equal to the fair market value of the shares on the date
of grant. The plan permits the granting of tax-qualified incentive stock options, in addition to non-qualified
stock options. Options outstanding under the plan may be exercised by paying the exercise price per share
through various alternative settlement methods. No stock options have been granted under the plan.

6. Employee Benefit Plans:

Adelphia has a savings plan (401(k)) which provides that eligible full-time employees may contribute
from 2% to 20% of their pre-tax compensation subject to certain limitations. Adelphia makes matching
contributions not exceeding 1.5% of each participant's pre-tax compensation. Adelphia's matching
contributions amounted to 5303, $343 and 5350 for the years ended March 31, 1994, 1995 and 1996.
respectively.

7. Taxes on Income:

Adelphia and its corporate subsidiaries file’a consolidated federal income tax return, which includes its
share of the subsidiary partnerships and joint venture parmership results. At March 31, 1996, Adelphia had net
operating loss carryforwards for federal income tax purposes of approximately $1.1 billion expiring through
2011. Depreciation and amortization expense differs for tax and financial statement purposes due to the use of
prescribed periods rather than useful lives for tax purposes and also as a result of differences between tax basis
and book basis of certain acquisitions.

Adelphia adopted Statement of Financial Accounting Standards (“SFAS™) No. 109, "Accounting for
Income Taxes,” effective Apnl 1, 1993, Under SFAS No. 109, deferred tax assets and liabilities are recognized
for differences between the financial statement amounts of assets and liabilities and their respective tax bases.
The cumulative effect of adopting SFAS No. 109 at April 1, 1993 was to increase the net loss by $89,660 for the
vear ended March 31, 1994, The effect of adopting SFAS No. 109 on loss before extraordinary loss and
cumulative effect of a change in accounting principle was not significant for the year ended March 31, 1994,

As a result of applying SFAS No. 109, $110,498 of previouslv unrecorded deferred tax benefits from
operating loss carryforwards incurred by Adelphia were recognized at April |, 1993 as part of the cumulative
effect of adopting the statement. Under prior accounting, a portion of these benefits would have been
recognized as a reduction of income tax expense from continuing operations in the year ended March 31, 1994.

-67-



ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

{Dollars in thousands, except per share amounts)

The tax effects of significant items comprising Adelphia's net deferred tax liabilizy are as follows:

Def lizbilities:
Differences between book and
tax basis of property, plant
and equipment and intangible
assets
Orher
Subiotal

Deferred tax assets;
Reserves not currently
deductible
Operating loss carryforwards
Yaluation allowance

Subtotal

Net deferred tax liabiiity

The net change in the valuation allowance for the years ended March 31,
increase of $34.718 and $42,063, respectively.

Income tax (expense) benefit for the years ended March 31, 1994, 1995 and 1996 is as follows:” * -

Current
Deferred
Total

April 1, March 31,
1993 (954 1993 1996
S 192444 S 210816 S 232639 S 234313 .4
3,401 9.703 11,783 e
300,843 220,519 343422 339313
687 15,576 12,326 14,487
307,001 337,924 381,377 415121
307,688 333,500 393,703 429,588 -
(196.503) (224,702) (259,420) (301.485)
111,185 128,798 134,283 128,103
S 89660 S 9L721 S 110,39 S 106209

Year Ended March 531.

1964 1995 1996 -
s 681) S (500) S (1.144)
(2,061) 5975
g (2,742) 3§ 5475 S
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A reconciliation of the statutory federal income tax rate and Adelphia’s effective income tax rate is as follows:

Year Ended March 31,

1994 1995 1996
Statutory federal income tax rate 33% 35% 35%
Change in valuation allowance (30%) (31%) (37%)
State taxes. net of federal benefit (2%) 4% (1%)
Other {6%) (3%) 3%
Effective income 1ax (expense) benefit rate (3% 5% 2%

8. Disclosures about Fair Value of Financial Instruments:

Included in Adelphia’s financial instrument portfolio are cash. notes pavabie, debentures and interest
rate swaps and caps. The carrying values of notes payable approximate their fair values at March 31, 1995 and
1996. The carrying cost of the public notes and debentures at March 31, 1995 and 1996 of $915,845 and
§932.135, respectively, exceeded their fair value by $95,628 and $1,420, respectively. At March 31, {995 and
1996, Adelphia would have been required to pav approximately $6,929 and 514,225, respectively, to settle its
interest rate swap and cap agreements, representing the excess of carrying cost over fair value -of these
agreements. The fair values of the debt and interest rate swaps and caps were based upon quoted market prices
of similar instruments or on rates available to Adelphia for instruments of the same remaining maturities.

9. Related Party Transactions:

Adelphia currentiy manages cable television systems which are principally owned by Olympus and
limited partnerships in which certain of Adeiphia’s principal shareholders who are executive officers have equity
interests (the "Managed Partnerships").

Adelphia has agreements with Olympus and the Managed Partnerships which provide for the payment
of fees to Adeiphia. The aggregate fee revenues from Olympus and the Managed Partnerships amounted to
$2.946, $7.293 and $2,700 for the years ended March 31, 1994, 1995 and 1996, respectively. In addition.
Adelphia was reimbursed by Olyvmpus and Managed Parmerships for allocated corporate costs of $4,021,
§4.521 and §7.517 for the vears ended March 31, 1994, 1995 and 1996, respectively, which have been recorded
as a reduction of selling, general and administrative expense.

Adelphia leases from a partnership and a corporation owned by principal shareholders who are
executive officers support equipment under agreements which have been accounted for as capital leases. These
obligations, which are included in other debt. amounted to $933 and $451 at March 31, 1995 and 1996,
respectively. Adelphia also leases from this parmership certain buildings under operating leases. - Rent expense
under these operating leases aggregated S391, $97 and 5127 for the years ended March 31, 1994, 1995 and
1996, respectively,

Net seftiement amounts under interest rate swap agreements with Olympus and the Managed
Partnerships recorded as adjustments to interest expense during the period incurred, decreased Adelphia's
interest expense by $1.920 and $173 for the vears ended March 31, 1994 and 1995, respectively, and increased
interest expense by $826 for the vear ended March 31, 1996.
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On March 31, 1994, Adelphia acquired from certain Managed Partnerships the rights to provide
aiternate access in their respective franchise areas for a purchase price of $14,000. Additionally, on March 31,
1994, Adelphia purchased real property from cerain partnerships owned by principal shareholders who are
exacutive officers for a total of $14,312. The purchase of the assets resulted in a reduction of amounts due
Adeiphia of 328,312, Since these asset purchases are transactions among entities under common control. they
have been recorded by Adelphia based upon the predecessor owners' book value. The $17.533 excess of the
purchase price of these assets over the predecessor owners' book value has been recorded as a direct charge to
Adelphia's additional paid-in capital.
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10. Quarterly Financial Data (Unaudited):

The following tables summarize the financial results of Adelphia for each of the quarters in the vears

ended March 31. 1995 and 1996:

Y jed March 311995
Revenues

Operating expenses:
Direct operating and programming
Selling. general and administrative
Depreciation and amortization
Total

Operating income

Other income {expense):

Interest income from affiliates

Other income

Priority investment income from
Olympus

Interest expense

Equirv in loss of joint ventures

Toral

Loss before income taxes
income 1ax (expense) benefit

Ner loss

Net loss per weighed average share
of common stock

Weighted average shares of common
outstanding {in thousands)

Three Months Ended

June 50 September 30 December 1 March 31
3 34020 S 90.795 § 92737 § 93,933
24,896 26,632 27.644 27.823
14,693 13,117 16,409 17,268
21,489 25,267 26,043 24,803
61.078 67,016 70.096 69.892
22,942 23,779 22,641 24,061
2,369 2,386 2912 3,445
593 270 76 514
3,573 5,575 5.573 5,575
(46,913) (48,412) (49,668) (50,705)
(12.654) (8,984) (8,744) (13,987)
(51,010) (49,165) (49,849) (55,158)
(28,068) (25,386) (27.208) (31,097)
(1.223) 1,119 (1,214) 6.793
) (29,291} § (24,267) § (28,422) S (24.304)
A (1.20) % (0.99) § (1.16) - § (0.97)
24,452 24,452 24,452 25,175
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ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands. except per share amounts)

Three Months Ended

June 30 September 30 December 31 March 31
Year March 31, [996:
Revenues - ) 96921 S 97082 § 102,457 3 {07.137
Operating expenses:
Direct operating and programming 28.522 29,630 . 32.066 35.898
Selling, general and administrative 16.8370 17.110 16,981 17.395
Depreciation and amortization 27.624 26.165 15679 31,563
Rate reguiation - - - 5,300
Toral 73,016 72905 74,726 88,157
‘Operating income 23,905 24177 27,731 i8.980

Other income (expense); .
Interest income from affiliates 3.410 3.378 2.087 1.748
Other income - - - -
Priority investment income from

Olympus 5,575 6.573 6,575 10.127
[nterest expense (33,124) {52,734) (33,281 {31,332)
Equity in [oss of joint ventures (11,034) (9.629) (10.636) {14.938)

Total (53,193) (32,430) (35.255) (534.53935)
Loss before income taxes (31,288) {28,233) (27,324) (35.613)
[ncome tax benefit 1,044 193 1.127 420
Net loss 3 (30,244) S (28,058) 3 (26397 S (35,193)

Net loss per weighed average share
of common stock 3 (L.15) § (1.07) § (L.00y S (1.34)

Weighted'average shares of common
outstanding (in thousands) 26,294 26,308 26,308 26,308

11. Subsequent Events:

As of March 31, 1996, certain subsidiaries of the Company (collectively, the “Borrowers™ had
commitments for a $690,000 financing arrangement consisting of a $540,000 revolving credit facility maturing
December 31, 2003 and a $150,000 term loan facility maturing December 31, 2004. [nitial borrowings during
April 1996 of $483,000 were used primarily to repay existing indebtedness. [nterest rates charged are based
upon one or more of the following rates at the option of the Borrowers: Eurodollar rate or the greater of the
prime rate and the Federal funds rate plus [/2 of [% plus a margin of from 0% to 2% depending upon the
Company's senior funded debt ratio. Interest on outstanding bottowings is generally payabie on a quarterly
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ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

basis. The maximum available under the revolving credit facility is reduced, in increasing quarterly amounts,
beginning June 30, 1998 through December 31, 2005. The Borrowers pay a commitment fee of etther .375% or
250% per annum (depending upon the Company’s senior funded debt ratio) of the unused revolving credit
facility commitments during the term of the agreement. Borrowings under the term {oan facility are pavable in
installments, in increasing quarterly amounts. commencing June 30, 1998 and ending on December 31. 2004 .

On April 1, 1996, Adelphia purchased the cable television operations of Cable TV Fund 11-B, Lid.
from Jones Intercable. This CATV system was acquired for $84,000 and serves approximately 39.700
subscribers in the New York counties of Erie and Niagara. The acquisition will be accounted for under the
purchase method of accounting.

~ On April 135, 1996, Hyperion, the Company’s 89% owned competitive local exchange
telecommunication services subsidiary, completed a private placement to institutional investors and realized
gross proceeds of $175,265 upon issuance of $329,000 aggregate principal amount at maturity of 13% Senior
Discount Notes and warrants to purchase an aggregate of 613,427 common shares of Hyperion. The notes will
not require payment of interest until October 15, 2001, and may not be redeemed prior 1o April 15, 2001.
Hyperion is using the net proceeds from the offering 1o expand its existing markets, to complete construction of
new networks, to enter additional markets, to repay certain indebtedness owed to Adelphia, and for working

capital purposes.
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INDEPENDENT AUDITORS' REPORT

Olympus Communications, L.P.:

We have audited the accompanying consolidated balance sheets of Olympus Communications, L.P. and
subsidiaries as of December 31, 1994 and 1993, and the related consolidated statements of operations, partners’
equity (deficiency), and cash flows for each of the three years in the period ended December 31, 1995, These
financial statements are the responsibiliry of the Parinership's management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obrain reasonable assurance about whether the financial statements are
fres of material misstatement. An'audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, An audit also includes assessing the accounting principies used and
significant estimates made by management, as wel| as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial
position of Olympus Communications, L.P. and subsidiaries at December 31, 1994 and 1993, and the results of
their operations and their cash flows for each of the three years in the period ended December 31, 1993, in
conformity with generally accepted accounting principles.

As discussed tn Note 8 to the consolidated financial statements, effective January 1, 1993, the Partnership
changed its method of accounting for income taxes.

DELOITTE & TOUCHE wLp

Pintsburgh, Pennsylvania
March 29, 1996
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QOLYMPUS COMMUNICATIONS, L.P. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
{Dollars in thousands)
December 31.

ASSETS: 1994 19935
Cable systems, at cost. net of accumulated depreciation and amartization:
Property, plant and equipment S 154,208 § 203,129
Intangible assets 210,928 280.873
Total 365,226 484.002
Cash and cash equivalents 425 32,677
Subscriber receivables - net 5,419 7.838
Prepaid expenses and other assets - net 3,784 9,392
Investment in Northeast Cable, Inc. 1,131
Total ) 1375985 % 533.909
LIABILITIES AND PARTNERS' EQUITY (DEFICIENCY):
Notes pavable to banks S 314,010 3 419.000
Other debt 59 809
Accounts payable 9,984 14,261
Subseriber advance payments and deposits 2,717 3,957
Accrued interest and other liabilities 10,219 12,992
Accrued priority rerurn on preferred limited
partner interests 135,553 19.269
Due to affiliates - net 75,861 58613
Deferred income taxes 39,701 43,552
Total liabilities 588,104 552,433
Commitmnents and contingencies (Note 6)
16.5% redeemable preferred limited partner interests 276,101 -
Redeemable limited parmer interests 5,885 N -
Parmers' equity (deficiency}):
Limited partners' interests - 396,630
General partners’ equity (deficiency) (454,103) (415.174)
Total partners' equity (deficiency) (494,105) (18,544)
Total s 375985 § 533.909

See notes to consolidated financial statements.
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OLYMPUS COMMUNICATIONS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(Doliars in thousands)

Revenues
Business interruption revenue
Total

Operating expenses:
Direct operating and programming
Selling, general and administrative
Depreciation and amaortization
Management fees to Managing Affiliate
Total

Operating income

Other income (expense):
[nterest expense
Interest expense - affiliates
Other income (expense)

Loss before income taxes, extraordinary loss and
cumulative effect of change in accounting principle
Income tax benefit (expense)

Loss before extraordinary (oss and cumulative effect
of change in accounting principle

Extraordinary loss on early retirement of debt {net
of income tax benefit of 3486)

Cumulative effect of change in accounting
for income taxes

Net loss

Priority return on preferred and senior fimited

partner interests
Net loss allocated to redeemable limited partners
Accretion requirement of redeemable limited partners
Net loss of general and limited partners after

priority return and accretion requirements

Loss per general and limited partners' unit before
extraordinary loss and cumulative effect of
change in accounting principle and after priority
return and accretion requirements

Extraordinary loss per general and limited partners’
unit on early retirement of debt

Cumulative effect per general and limited partners’
unit of change in accounting for income taxes

Net loss per general and limited partners' unit after
priority return and accretion requirements

See notes to consolidated firancial statements.

.76-

Year Ended December 31,

1993 1993 1995
3 85.099 3 53420 S 120.968
9.547 1.037 ;
98,696 531338 120,968
22,078 22,369 37.494
16,692 18.708 23.912
37,240 36,703 31.953
4681 6302 6.334
30,691 34,082 95.693
17.955 10.376 21.275
(24.513) (22.889) (29,217)
(4.955) (9,373) (7.501)
271 585 (15)
{29,199) G167 (36.733)
(11,244) (21,301) (15.458)
- 276 (2.824)
(11,244 (21,025) (18.282)
. (1,109)
(59,500) ] ]
(70.749) (21,025) (19.391)
(57,436) (61.923) (63.338)
9,720 3,000 i
(5.000) (5.885) .
S (123460) S (83,833) S (82.749)
(6.396) (8.383) (8.164)
- . (1)
(5,950) . -
S (12346) S . (8383) S (8.275)




OLYMPUS COMMUNICATIONS, L.P. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF PARTNERS EQUITY (DEFICIENCY)
(Dollars in thousands)

Total
Limited General Partners' Equity
Partners Partners (Deficiency)

Balance. December 31, 1992 ) - S (322.05%) S {322.053)
Conversion of general partnership interests to preferred

limited partnership interests - (6.500) (6.500)
Net loss of general partner after priority return and

accretion requirements - {123.460) {123.460)
Capital distribution . (100) (100)
Balance. December 31, 1993 - (452,115) (432,113
Excess of sale price over carrving value of assets sold

to affiliates - 41,843 41.943
Net loss of general partner after priority retum and

accretion requirements _ - (83,833) (83,833)
Capital distribution - (100) - (100)
Balance. December 31, 1994 - {494,105) (494,103)
Intercompany advances converted to general partners’

equity (deficiency) - 19,974 49.974
Redeemable preferred limited partner interests converted

to general partners’ equity (deficiency) - 51,101 31,101
Accrued priority return converted to general partners'

equity {deficiency) - 142,300 142,300
Excess of obligation for redeemable limited partner

interest over carrving value of investment exchanged

to satisfy such obligation - 4,754 4,734
Excess of ascribed value over historical cost of assets -

contributed by Telesat - (86,349) (86,349}
[ssuance of preferred limited partner interests 376,625 ) - 376,625
[ssuance of limited and senior limited partner interests 20,005 - 20.005
Net loss of general and limited partmers after priority

return - (82,749) (82,749)
Capital distribution - (100) (100

Balance. December 31. 1993 ) 396,630 §  (415174) S (18.344)

See notes to consolidated financial statements.
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OLYMPUS COMMUNICATIONS, L.P. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

{Dollars in thousands)

Cash flows from operating activities:
Net loss

Year Ended December 31,

Adjustments to reconcile net loss to net cash provided

by operating activities:
Depreciation
Amortization
Cumulative effect of change in accounting for
income taxes
Extraordinary loss on debt retirement (net of
income tax benefit)

Changes in operating assets and liabilities, net of

effects of acquisitions and divestitures:
Subscriber receivables
Prepaid expenses and other assets
Accounts payable
Subscriber advance payments and deposits
Accrued interest and other [iabilities
Deferred business interruption proceeds
Deferred taxes
Net cash provided by operating activities

Cash flows from investing activities:
Business acquisitions, net of cash acquired
Expenditures for property, plant and equipment
Proceeds from sale of assets to affiliates
Purchase of limited partmer equity interests

Net cash (used for) provided by investing activities

Cash flows from financing activities:
Proceeds from debt
Repayments of debt
Costs associated with debt financing
Payments of priority return
Amounts advanced from (to) affiliates
Issuance of preferred limited partner interests
Capital distributions
Net cash provided by (used for) financing activities

Increase (decrease) in cash and cash equivalents
" Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Suppiemental disclosure of cash flow activity -
Cash payments for interest

See notes to consolidated financial statements.

1993 1994 1995
S (70743 S (21.025) S (19391
17,229 19.132 22,593
20,011 17,571 360
59.500 ]
] 1,109

(890) 398 (1,026)
(251) (2,722) (2.503)
(1.585) 4,590 2,729
(884) 368 581
(494) 3.333 (8.113)
(5.240) (1.037) .
. (323) 2.824
16.6352 20,285 8,161
; ] (85.853)
(23.164) (23.916) (21.498)
- 43,318 -
(9,795) . -
(32,939) 19,402 (107.351)
13,000 - - 438,000
(7,165) (11,871 (336.094)

- . (4.872)
22.300) (22,300) (37.341)
37,193 (16,362) 52,724
- - 39,125

(100) (100) (100)
20,628 (30.633) 131,492
4321 (10.946) 32,252
7,050 11371 423

S (1,371 S 425 S 32,677
S 30,117 S 31,377 S 38.037
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OLYMPUS COMMUNICATIONS, L.P. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

1. The Partnership and Basis of Presentation:

Olvmpus Communications. L.P. and Subsidiaries ("Olvmpus”} is 2 joint venture limited partnership formed
under the laws of Delaware with 30% of the outstanding voting interests held by Adelphia Communications
Corporation (“Adelphia™). As described below. effective February 28,1995 the remaining 50% of the voting
interest is held by various Telesat entities (" Telesat™) which are wholly-owned subsidiaries of FPL Group. Inc.
("FPL™). Olympus' operations consist primarily of selling video programming which is distributed to
subscribers in Florida for a monthly fee through a network of fiber optic and coaxial cables.

The consolidated financial statements include the accounts of Olympus and its substantially wholly-owned
subsidiaries. All significant intercompany accounts and transactions have been eliminated.

On Jurie 30, 1994, Adelphia acquired from Qlympus 85% of the common stock of Northeast Cable, Inc.
("Northeast") for a purchase price of $31,875. Northeast owns cable television systems serving approximarely
36,300 subscribers in eastern Pennsylvania. Of the purchase price, 516,000 was paid in cash and the remainder
resulted in a decrease in Olympus' existing amount payable to Adelphia. No gain or loss was recognized on this
transaction. The consolidated statements of operations and cash flows for Olympus include the operations of
Northeast for the year ended December 31, 1993 and the six months ended June 30, 1994,

On February 28, 1995, Olympus entered into a Liquidation Agreement with the Gans Family ("Gans"), an
Olympus limited partner. Under this Liquidation Agreement, Gans agreed to exchange their redeemable limited
partner interests in Olympus for the remaining 15% of the commeon stock of Northeast held by Olympus.
Conciirrently with the closing of the Liquidation Agreement, ACP Holdings, Inc. (“ACP", a wholly owned
subsidiary of Adelphia and managing general partner of Olympus) Qlympus, Telesat and certain shareholders of
Adelphia entered into an investment agreement (the “Telesat Investment Agreement”) whereby Telesat
contributed to Olympus substantially ali of the assets associated with certain cable television systems, serving
approximately 50,000 subscribers in southem Florida, in exchange for general and limited partner interests of
$3, Senior Limited Partner (“SLP”} interests of $20,000 and $112,500 of newly issued 16.5% preferred limited
pariner (“PLP”) interests. On March 28, 1996, ACP, Telesat, Olympus, Adelphia and certain shareholders of
Adelphia entered into an agreement which amended certain aspects of the Telesat Investment Agreement (see
Note 11).

Prior to the Telesat Investment Agreement, Olympus had obligations to Adelphia for intercompany advances,
redeemabie PLP interests, and accrued priority retum on redeemable PLP interests. In conjunction with the
Telesar Investment Agreement, Adelphia contributed $49,974 of the intercompany advances, $51,101 of the
existing redeemable PLP interests and all of the then existing accrued priority return on the redeemable PLP
interests to general parmers’ equity (deficiency). Adelphia then exchanged its remaining redeemable PLP
interests for $225 000 of new PLP interests. Also, Senior Debt (as defined in the Telesat Investment
Agreement) owed by Olympus to Adelphia of $40,000 remained outstanding after consummation of the Telesat
Investment Agreement. '

On April 3, 1995, Olympus purchased all of the cable and security systems of WB Cable Associates, Lid., ("WB
Cable”) serving approximately 44,000 cable and security monitoring subscribers for a purchase price of
$82,000. WB Cable provides cabie service from one headend and security monitoring services from one
location in West Boca Raton, Florida. The acquisition, which was accounted for under the purchase method of
accounting, was financed principally through additional borrowings under an Olvmpus subsidiaries’ credit
agreement (see Note 4),
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OLYMPUS COMMUNICATIONS. L.P. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

The following uraudited financial information assumes that all of the above descrided transactions had occurred
at the beginning of each of the years ended December 31, 1994 and 1995.

Year Ended D 31
: 1994 1995
Revenues S117.401 $131.300
Loss before extraordinary loss and priority return on preferred and
senior limited partmer interests (26.737) {17,272
Net loss of general and limited parmers after priority retrn (82,443) {82.620)
Net loss per general and limited partners’ unit after priority retum (8.243) (3.262)

2. Summary of Significant Accounting Policies:

Subscriber Revenues
Subscriber revenues are recorded in the month the service is provided.

Subscriber Receivables

An allowance for doubtful accounts of 31,660 and 3411 is recordéd as a reduction of subscriber receivables at
December 31, 1994 and 1993, respectively. The decrease in the allowance for doubtful accounts as of
December 31, 1993 resulted from a change in procedure for writing off doubtful accounts, This change had no
effect on bad debt expense.

Programming Expense

Adelphia allocates charges from programmers to affiliates based on the number of subscribers to each
programming service. Adelphia charges programming expense to affiliates (including Olympus) based on the
number of subscribers to each programming service. [n 1993 and 1994, Adelphia charged programming
expense to affiliates (including Olympus) based on cost reductions under programming contracts from
incremental subscribers, as well as the number of subscribers to each programming service, the effect of which
was to reduce programming expense by 32,888 and $3,250. respectively.
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OLYMPUS COMMUNICATIONS, L.P. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

Properry. Plant and Equipment
Property. plant and equipment are comprised of the following:

December 31,

1994 1993
Operating plant and equipment Y 201,921 S 272968
Real estate and improvements . 3,650 4,564
Support equipment 3,513 5102
Construction in progress 14,302 12.026
223.426 294,660
Accumulated depreciation (6%,128) (91,551

S 154,298 § 203,129

Depreciation is computed on the straight-line method using estimated useful lives of 5 to 12 years for operating
plant and equipment and 3 to 20 vears for support equipment and buildings. Additions to property, plant and
equipment are recorded at cost which includes amounts for material, applicable labor, and interest. Olympus
capitalized interest amounting to S391 and $346 for 1994 and 1993, respectively.

Intangible Assets
Intangibie assets. net of accumulated amortization, are comprised of the following:

December 31,

1994 1993
Purchased franchises i) 206,44] 3 254,186
Goodwil! ’ 4,429 13,061
Non-compete agreements 33 75
Purchased subscriber lists 25 12,951

3 210,928 3 280,873

A portion of the aggregate purchase price of cable television systerns acquired has been aliocated to purchased
franchises, purchased subscriber lists, non-compete agreements and goodwill. Purchased franchises and
goodwill are amortized on the straight-line method over periods, which range from 34 to 40 years. Purchased
subscriber lists are amortized on the straight-line method over the average periods that the listed subscribers are
expected 10 receive service from the date of acquisition, which range from 7 to 10 years. The non-compete
agreements are amortized over their contractual lives, which range from 2 to 5 years. Accumulated
amortization of intangible assets amounted to $76,642 and 578,940 at December 31, 1994 and 1995,
respectively.
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OLYMPUS COMMUNICATIONS, L.P. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

Amortization of Other Assets

Deferred debt financing costs are amortized over the term of the related debt. The unamortized amount
included in prepaid expenses and other assets was 31,457 and 34,564 at December 31, 1994 and 1993,
respectively.

Asset Impairments
Olympus pericdically reviews the carryving value of its long-lived assets for impairment whenever events or
changes in circumstances indicate that the carrying value of assets may not be recoverable, Measurement of any

impairment would include a comparison of estimated future operating cash flows anticipated to be generated
during the remaining life of the assets with their net carrying value. An impairment loss would be recognized as

the amount by which the carrying value of the assets exceeds their fair value.

Noncash Financing and [nvesting Activities

Capital leases entered into during 1993 toraled $341. There were no material capital leases entered into during
1993 or 1994. Reference is made 1o Notes | and 5 for descriptions of additional noncash financing and
investing activities.

Net Loss Per General and Limited Partner Unit After Priority Return

Net loss per general and limited partner unit after priority return and accretion requirements is based upon the
weighted average number of general and limited partner units outstanding of 10.0 for 1993, 1994 and 1995.

Cash and Cash Equivalents

Olympus considers all highly liquid investments with original maturities of three months or less to be cash
equivalents.

Derivative Financial nstruments i

Net settlement amounts under interest rate swap agreements are recorded as adjustments to interest expense
during the period incurred (see Note 4).

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

3. Business Interruption and Property Damage Related to Hurricane:

On August 24, 1992, service in Olympus' South Dade system was interrupted by Hurricane Andrew. The
hurricane damaged property with a net book value of approximately $6,265. Olympus maintained insurance for
property loss and for business interruption and transmission lines. Olympus received total net proceeds from
the insurance carriers of $20,225 and $4,305 in the years ended December 31, 1992 and 1993, respectively.
There were no net proceeds received in 1994 or 1993, Allocation of the business interruption proceeds between
vears was based upon estimated revenues lost as a result of the hurricane.
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OLYMPUS COMMUNICATIONS, L.P. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Doilars in thousands)

4. Debt:

Notes Payable to Banks

Notes pavable to banks of Olympus' subsidiaries is comprised of amounts drawn under credit agreements with
banks. which totaled $514.010 and 3419.000 at December 31. 1994 and 1993, respectively.

At December 31, 1994, notes payable to banks were comprised of borrowings under a $330,000 credit
agreement berween an Olvmpus subsidiary and several banks, which was refinanced on Mav [ 2. 1993, Interest
rates charged for the bank debt were based upon one or more of the following options: prime rate plus 0%.t0
}.50%, certificate of deposit rate plus .88% 10 2.63%, or Eurodollar rate plus . 73% to 2.50%. The weighted
average interest rate on notes pavable to the banks. including the effect of interest rate hedging arrangements.
was 8.90% at December 31, 1994, Interest on outstanding borrowings was generally payvable on a quarterty
basis.

On May 12, 1995, certain Olvmpus subsidiaries (the "Borrowers") entered into a $475,000 revolving credit
faciliv with several banks. maturing December 31. 2003. Interest rates charged are based upon one or more of
the following options: prime rate plus 0% to .75% or Eurodollar rate plus .625% to }.75%. The weighted
average interest rate on notes payable to the banks. including the effect of interest rate hedging arrangements.
was 7.11% at December 31, 1995, Interest on outstanding borrowings is generally payable on a quarterly basis.

Initial borrowings under the revolving credit facility were used io repay the Borrowers' existing notes payable 10
banks and accrued interest. An extraordinary loss on early retirement of debt of $1.109. net of income 1ax
benefit of $486, was recognized for the vear ended December 3], 1995 which represents the unamortized
deferred financing costs related to such notes at the date of refinancing.

Borrowings under this credit arrangement are collateralized by substantially all of the assets of the Borrowers.
The agreement limits, among other things. additional borrowings. investments, transactions with affiliares.
payment of distributions and fees. and requires the maintenance of certain financial ratios by the Borrowers.
The agreement also provides that advances and contributions from affiliates may be returmed to the affiliate to
the extent contributed or advanced from the closing date of the [oan. -

The amount of actual borrowings available under the facility is based upon achieving certain levels of operating
performance. The Borrowers will pay commitment fees at the annual rate of .375% on unused principal. The
credit faciliry provides for mandatory reductions in the revolving loan commitment, in increasing quarterly
amounts, commencing June 30, 1997 through December 31, 2003. On the dates of such mandatory
commitment reductions. the Borrowers are obligated to repay outstanding loans in excess of the remaining total
commitment.



OLYMPUS COMMUNICATIONS, L.P. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in thousands)

The following table sets forth the maximum principal permittad to be outstanding under this revolving cradit
agrzement at December 5| of each of the next five vears:

December 31, 1996 5 473,000
December 31, 1997 446,300
December 31, 1998 394,230
December 31. 1999 337,230
December 51, 2000 270,750

Management intends to fund Clympus” debt marurities through borrowings under new credit agreements and
internally generated funds. Changing conditions in the financial markets may have an impact on how Olvmpus
will refinance its debt in the future.

Olympus has entered into interest rate swap agreements and interest rate cap agreements with banks and an
affiliate (see Note 10) to reduce the impact of changes in interest rates on its bank debt and its PLP interests.
Olympus enters into pay-fixed agreements to effectively convert a portion of its variable-rate debt to fixed-rate
debt. Olympus enters into receive-fixed agreements to effectively convert a portion of its fixed-rate PLP
interests 1o a variable-rate which is indexed to LIBOR rates. Interest rate cap agreements are used to reduce the
impact of increases in interest rates on variable rate debt. Olympus is exposed to credit loss in the event of
nonperformance by the banks and the affiliate. Olympus does not expect any such nonperformance. The
following table summarizes the notional amounts outstanding and weighted average interest rate data for al!
swaps and caps which expire [996 through 2000.

December 31,
1994 1993

Pav Fixed Swapg

Notional amount SI15,000 $155,000
Average receive rate 6.07% 5.88%
Average pay rate 8.43% 6.76%
Receive Fixed Sw

Notional amount $140,000 $140,000
Average receive rate 7.58% 7.358%
Average pay rate 6.06% 3.77%
Interest Rate Caps

Notional amount - §75.000
Average cap rate - 7.50%

Other Debt

Other debt consists of purchase money indebtedness and capital leases incurred in connection with the
acquisition of, and are collateralized by, certain equipment. The interest rate on such debt is based on the
Federal Funds rate pius |.4% and is adjusted monthly based on changes in the Federal Funds rate.
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OLYMPUS COMMUNICATIONS. L.P. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
{Dollars in thousands)

5. Limited Partners’ Interests and General Partners’ Equity (Deficiency):

16.3% Redeemable PLP Interesis

The redeemable PLP Interests issued to Adelphia, totaling $276,101 at December 31, 1994, were nonvoting.
senior to claims represented by other partner interests and provided for a priority return of 16.5% per annum
(pavable quarterlv). In the event that any priority return was not paid when due, such unpaid amounts accrued
additional return at a rate of 18.5% per annum. As a result of the February 28, 1995 Telesat Investment
Agreement (see Note ), $225,000 of the redeemable PLP interests were converted to new PLP interests as
described below. and $51.101 of the redeemable PLP interests and $142,300 of the unpaid priority return was
converted to general partners’ equity (deficiency).

Redeemable Limited Partner Interests

As a result of the Liguidation Agreement entered into on February 28, 1995 berween Gans and Otympus, Gans
exchanged their redeemable limited partnership interest in Olympus for 15% of the common stock of Northeast
(see Note 1).

The following summarizes activity related to the redeemable limited parmers for the three years ended
December 31, 1995:

Balance, December 31, 1992 ) 19.515
Redemption of limited parmership interests on January 3, 1993 (9.79%)
Net loss allocated 1o redeemable limited parmers (9,720)
Accretion requirements to redeemable limited parmers 5.000

Balance, December 31, 1993 ' 5,000
Net loss allocated to redeemable limited parmers (5.000)
Accretion requirements to redeemable limited parmers 5,885

Balance, December 31, 1994 5,885
Exchange of redeemable limited parter interests (5.885)

Balance, December 31, 1995 S -

Preferred. Senior, Limited and General Parmership Interests

On February 28, 1993, as a result of the Telesat Investment Agreement (as described in Note 1), $337,500 of
new Preferred Limited Partner interests, $20,000 of Senior Limited Partner interests and 35 of Limited Partner
interests were issued to Adelphia and Telesat as summarized in the table below:

Adelphia Telesat Total
16.5% Preferred Limited Partner Interests hY 225,000 % 112,500 § 337.500
16.3% Senior Limited Partner Interests - 20,000 20,000
General and Limited Partner Interests - 5 3
Total ) 225000 § 132,505 % 357.503

In addition, on various dates during the vear ended December 31, 1993, a total of $39,123 additional
Preferred Limited Partner interests were issued for cash.
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The Preferred Limjred Partner interests are nonvoling. do not participate in the profits and losses of the
partnership and provide for a priority retrn of 16.3% per annum (payable quartarly). [n the event thatany
priority return is not paid when due, such unpaid amounts accrue additional return at a rate of 16.3% per annum.

The Senior Limited Partner interests held by Telesat are nonvoting, senior 10 claims represented by all other
partner interests and provide for a priority retum of 16.3% per annum (payable quartarly). (n the event that any
priority return is not paid when due, such unpaid amounts accrue additional retumn ar a rate of 16.3% per annum.

Allocation of Profits, Losses and Distributions

Prior to February 28. 1993, the general partner and limited parmers of Olympus generally shared in net income
and losses of Olympus based upon their respective percentage ownership of partnership voting units except for
certain special allocation provisions set forth in the Olympus partnership agreement in effect ac the time. As
specified in the partnership agreement, after the holders of the PLP [nterests received a retum of their capiral
plus 16.3% per annum priority retum, distributions by Olympus were made in the following order: (i) to .
partners holding voting units {other than Adelphia) until each parmer received an 18% compounded retum on iis
investment; (ii) to Adelphia until it received an [ 8% compounded return on its investment in the voting units:
(iii) to Adelphia as managing general partner, to the special limited parters and to the parters holding voting
units until each parmer holding voting units received a 24% compounded returm on its investment; and (iv) to
Adelphia as managing general partner. to the special limited partmers and to the partners holding voting units.

On and after February 28, 1993, profits and losses of Olympus for income tax purposes will be allocated 99% to
the limited partner of Olympus and 1% to the managing general partner of Olympus until the aggregate profits
allocated to the-limited partmer equals the aggregare losses allocated to the limited partner, at which time the
managing general partner receives two-thirds, and the limited partner of Olympus receives one-third of the net
income and losses of Olympus. As specified in the partnership agreement, ailocations will be made in the
following order to the hoiders of the: (i) Senior Limited Partner Interests; (ii) Special Limited Partner Interests,
if any. and (iii) Preferred Limited Partner [nterests. Such allocations will equal a return of their capital plus
16.5% per annum priority return less any priority retumn previously paid. After such allocations, distributions by
Olympus will be made in the following order: (i) 99% of any remaining amount will be distributed two-thirds to
the managing general partner and any partner holding voting units acquired directly or indirectly from the
managing partner, pro rata, and one-third to partners holding the remaining voting units and; (2) thereafter pro
rata to all partners hoiding voting units. At December 31, 1993, 10 voting units were outstanding of which five
were held by ACP, the managing general partner; and five were held by Telesat, the general and limited
partners.

6. Commitments and Contingencies:

Olympus rents office space, tower sites, and space on utility poles under leases with terms which are generally
less than one year or under agreements that are generally cancelable on short notice. Total rental expense under
all operating leases aggregated S1,148, 31,036 and $1,379 for 1993, 1994 and 1993, respectively.

[n connection with certain obligations under existing franchise agreements, Olympus obtains surety bonds
guaranteeing performance to municipalities and public utilities. Payment is required only in the event of
nonperformance. Olympus has fulfilled all of its obligations such that no payments under surety bonds have
been required.
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Asof Julv 1, 1993, Olvmpus adopted a program to self insure for casualty and business interruption insurance.
This program is part of an aggregate agreement berween Olvmpus and its subsidiaries in which Olympus will
provide insurance for casualty and business interruption claims of up to $10.000 and $20,000 per claim.
respectively, for each subsidiary. These risks were previously insured by outside parties.

The cable television industry and Olympus are subject to extensive regulation at the federal, state and local
levels. Pursuant to the 1992 Cable Act. which significantly expanded the scope of regulation of certain
subscriber rates and a number of other marters in the cable industry, the FCC has adopted rate regulations that
establish, on a svstem-by-system basis, maximum allowable rates for (i) basic and cable programming services
{other than programming cffered on a per-channel or per-program basis), based upon a benchmark
methodology, and (ii) associated equipment and instailation services based upon cost plus a reasonabie profit.
Under the FCC rules. franchising authorities are authorized to regulate rates for basic services and associated
equipment and installation services, and the FCC will regulate rates for regulated cable programming services in
response to complaints filed with the agency. The original rate regulations became effective on September 1.
1993. Several amendments to the rate regulations have subsequently been added.

The FCC had adopted regulations implementing virtually all of the requirements of the 1992 Cable Act. The
FCC is also likely to continue to modify, clarify or refine the rate regulations. In addition. litigation has been -
instiruted challenging various portions of the 1992 Cable Act and the rulemaking proceedings including the rate
regulations. The Telecommunications Act of 1996 (the 1996 Act™) deregulates the rates for cable
programming services on March 31, 1999. Olympus cannot predict the effect of the 1996 Acton future
rulemaking proceedings or changes to the rate regulations.

Effective September 1. 1993, as a result of the 1992 Cable Act. Olympus repackaged certain existing cable
services by adjusting rates for basic service and introducing a new method of offering certain cable services.
Olvmpus adjusted the basic service rates and related equipment and installation rates in al] of its systems in
order for such rates to be in compliance with the applicable benchmark or equipment and installation cost fevels.
The amended rules may require further adjustments to Olympus' rates. Olympus also implemented a program
in all of its systems called "CableSelect” under which most of Olympus' satellite-delivered programming
services are now offered individually on a per channel basis, or as a group at a price of approximarely 15% to
20% below the sum of the per channel prices of all such services. For subscribers who elect to customize their
channel lineup, Olympus will provide, for a monthly rental fee, an electronic device located on the cable line
outside the home, enabling a subscriber's television to receive only those channels selected by the subscriber.
These basic service rate adjustments and the CableSelect program have also been implemented in all systems
managed by Olympus. Olvmpus believes CableSelect provides increased programming choices to its
subscribers while providing flexibility to Olympus to respond to future changes in areas such as customer
demand and programming.

A letter of inquiry, one of at least 63 sent by the FCC 1o numerous cable operators, was received by Olympus
regarding the implementation of this new method of offering services. Olympus responded in writing to the
FCC's inquiry. On November 18, 1994, the Cable Services Bureau of the FCC issued 2 decision holding that
the "CableSelect" program was an evasion of the rate regulations and ordered this package to be treated as a
reguiated tier. This decision, and all other lenters of inquiry decisions, were principally decided on the number
of programming services moved from regulated tiers to "a la carte” packages. Olympus appealed this decision
to the full Commission which affirmed the Cable Services Bureau's decision. Olympus has sought
reconsideration of this decision. Olympus cannot predict the outcome or effect of this proceeding; however,
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management of Olvmpus does not expect the ultimate outcome of this marter to have a material adverse effect
on Olvmpus’ financial position and results of operations.

On November 10, 1994 the FCC ruled that, prospectively, any "a la carte” package will be treated as a rzgulated
tier, except for packages involving premium services. Olympus has appealed this ruling to the U.S. Court of
Appeals for the District of Columbia Circuit. Olympus is currently unable to predict the 2ffect that the amended
regulations, future FCC treatment of "a la carte” packages or other future FCC rulemaking proceedings will
have on its business and results of operations in furure periods. No assurance can be given at this time that such
martters will not have a material negative financial impact on Olympus’ business and results of operations in the
future. Also, no assurance can be given as to what other future actions Congress, the FCC or other regulatory
autharities may take or the effects thereof on Olympus.

7. Employee Benefit Plans:

Olympus participates in an Adelphia savings pian (401(k)) which provides that eligible full-time employees
may contribute from 2% to 20% of their pre-tax compensation subject to cerain limitations. Olvmpus maiches
contributions not exceeding 1.5% of each participant's pre-tax compensation. During 1993, 1994 and 1993, no
significant matching contributions were made by Olympus.

8. Taxes on Income:

Whollyv-owned subsidiaries of Olympus are corporations that file separate federal and state income tax returns.
At December 31, 1993, these subsidiaries had net operating loss carryforwards for federal income tax purposes
of approximately $172,120 expiring through 20{0.

Olympus adopted SFAS No. 109, "Accounting for [ncome Taxes,” effective January [, 1993. This Statement
supersades Accounting Principles Board Opinion No. 11, "Accounting for Income Taxes,” which Olympus had
followed previously and under which Olympus recorded no deferred tax liability. The cumulative effect of
adopting SFAS No. 109 at January 1, 1993 was to increase the net loss by $39,500 for the year ended December
31, 1993. Asaresultof applying SFAS No. 109, 347,130 of previously unrecorded deferred tax assets -
generated from previous operating loss carryforwards incurred by Olympus and 386,000 in deferred tax
liabilities from differences between the book and tax basis of property were recognized at January 1, 1993 as
part of the cumulative effect of adopting the Statement. Under prior accounting, a portion of these benefits
would have been recognized as a reduction of income tax expense from continuing operations in the year ended
December 31, 1993.

Deferred income taxes reflect the net tax effects of: (a) temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes, and (b)
operating loss and tax credit carryforwards.
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The tax effects of significant items comprising Olvmpus’ net deferred tax liability as of December 31, 1994 and
1993 are as follows:

December 31,

1994 1993
Deferred tax Jiabilites:
Differences between book and tax basis of property.
plant and equipment and intangible assets 3 89.738 S 93.740
Deferred 1ax assets:
Operating loss carryforwards 66,598 66.393
Other 358 (31
Valuation allowance (16,919) (16,156)
Subtotal 50,037 50,188
Net deferred tax liability S 39701 S 43.352

The net change in the valuation allowance in 1995 was a decrease of $763.

The provision for income taxes for vears ended December 31, 1993, 1994 and 1995 is as follows:

Year Ended December 31,

1993 1994 1993

Federal:
Current , ) - 8 - 8§ - -
Deferred - 234 {2,184)
State: -
Current - - -
Deferred - 42 {640)
5 -3 276 S (2.83%)
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Reconciliations between the statutory federal income tax rate and Olympus’ effective income tax rate as a
perceniage of loss before income tax benefit and cumulative effect of change in accounting principle arz as

follows:
Year Ended December 31,
1993 [99+ 1993
Statutory federal income tax rate (35%) (33%) (33%)
Change in valuation allowance [6.% 25.% (3%)
Operating losses passed through to parmers 19.% 9.% 4%
State taxes. net of federal benefit 0.% 0.% 4.%
Effective income tax rate 0.% (1%) 13.%

9. Disclosures about Fair Value of Financial Instruments:

[ncluded in Olympus' financial instrument portfolio are cash, notes payable and interest rate swaps and caps.
The carrving values of the notes payable approximate their fair values at December 31, 1995. At December 31,
1994, Olympus would have been required to pay approximately 53,455 to sentle its interest rate swap
agreements representing the excess of carrving cost over fair value of these agreements. At December 31, 1993,
Olympus would have received approximately 3,034 to sertle its interest rate swap and cap agreements,
representing the excess of fair value over carrving cost of these agreements. The fair values of the debt and
interest rate swaps were based upon quoted market prices of similar instruments or on rates available to
Olympus for instruments of the same remaining marurities.

10. Transactions with Related Parties:

Olympus has an agreement with a subsidiary of Adeiphia which provided for payment of management fees by
Olympus. The amount and payment of these fees is subject to restrictions contained in the bank credit and
parmership agreements. Prior to January 1, 1993, Olympus also reimbursed Adelphia for direct operating coss.
which amounted to 3600 and S1,477 for 1993 and 1994, respectively. During the year ended December 31,
1995, Olympus paid Adelphia a fee totaling $646 in connection with the acquisition of Leadership Cable.
Olympus has an agreement to lease certain fiber optic cable to an affiliate. Revenue generated from this
agreement amounted to $162 and 5120 for 1994 and 1993, respectively.

Olympus has periodically received funds from and advanced funds to Adelphia and other affiliates. Olympus
was charged 34,953, 9,373 and 37,501 of interest on such net payables for 1993, 1994 and 1993, respectively.

At December 31, 1993, Olympus has interest rate swaps with an affiliate for notional amounts of $40,000 and
$140,000 for Pay Fixed Swaps and Receive Fixed Swaps, respectively. These swaps expire at various dates
through 1998. The net effect of these interest rate swaps was 10 increase interest expense by 3651 in 1993 and
30 in 1994, and to decrease interest expense by 3244 in 1995.

Olympus has agreements with affiliates to provide for the payment of management fees to Olympus equal to 2
perceniage of the affiliates’ revenues. Such fees amounted to 3397, $1.336 and 3529 for 1993, 1994 and 1993,
respectively, which are included in revenues.
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On March 31. 1994, Olvmpus sold to Adelphia. rights to provide alternate access in its franchised areas and an
investment in an unaffiliated parinership for a purchase price of S135.500. The sale resulted in the reduction of a
pa)able 10 Adelphia of $13.500. Due 10 the common control of these entities, the excess of the sale price over
Olympus' carrving value has been credited directly in general partners” equity (deficiency).

On June 30. 1994, Oivmpus sold to Adelphia §5% of the common stock of Northeast Cable, [ne.. a wholly-
owned subsidiary, for a selling price of $31.875. Adelphia paid $16.000 in cash and the remainder resulted in a
decrease of Adelphia's existing receivable from Olympus.

11. Subsequent Events:

Leadership Cable Acquisition

On January 3, 1996, Olvmpus acquired all of the southeast Florida cable svstems of the Leadership Cable
division of Fairbanks Communications, Inc.. ("Leadership Cable"} which serve approximately 50,000 cable and
security monitoring subscribers for a purchase price of $95.800. Leadership Cable provides cable service and
security monitoring services in and around West Palm Beach. Florida. The purchase price consists of $40,000 in
cash and a seller note due December 30, 1997 1otaling $55.800 plus accrued interest. The acquisition will be.
accounted for under the purchase method of accounting.

The accompanying unaudited pro forma balance sheet assumes that the acquisition of Leadership Cable had
occurred on December 31. 1995, The unaudited pro forma statement of operations has been prepared assuming
that the purchase of Telesat. West Boca. and Leadership Cable had occurred on January 1. 19935, The pro
forma data are not necessarily indicative of the results that actually would have occurred if the purchases of
Telesat. West Boca. and Leadership Cable had occurred on Januany 1, 1995 or what may be achieved in the
future.

Telesat Investment Agreement Amendment

On March 28, 1996, ACP, Telesat, Olympus. Adelphia and certain shareholders of Adelphia entered into an
agreement which amended certain aspects of the Telesat Investment Agreement and the Olympus Parmership
Agreement. The amendment provides for the repayment of certain amounts owed to Telesat totaling $20.000,
the release of centain obligations of Telesat to Olympus and the reduction of Telesat’s PLP and accrued priority
return balances by $20.000. The amendment further provides for a 540,000 distribution to Adelphia as a
reduction of its PLP interest and accrued priority return. These repayments and distributions were made on
March 29, 1996 and were funded through intemally generated funds and advances from an affiliate.
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PRO FORMA BALANCE SHEET
DECEMBER 31, 1993
{Dollars in thousands)

(UNAUDITED)
Leadership
Pro Forma
ASSETS: As Reported Adjustments * Pro Forma
Cable television systems, at cost, net of depreciation
and amortization:
Property, plant and equipment 5 205,129 S {8,598 (a) S 221727
Intangible assets 280,873 77.202 (a) 358.073
Total 484,002 95,800 579,802
Cash and cash equivalents 32,677 - 32,677
Subscriber receivables - net 7,838 352 (a) 8.650
Prepaid expenses and other assets - net 9,392 1,372 (a) 10,764
Total 3 333,909 S 98,024 ) 631,933
Notes payable to banks 8 419,000 3 40,000 (a) 3 439,000
Other debt 809 35,800 (a) 36,609
Accounts payable 14,261 - 4,261
Subscriber advance payments and deposits 3.957 388 (a) 4,543
Accrued interest and other liabilities 12,992 1,636 (a) 14,628
Accrued priority return on redeemable preferred
limited partner interests 19,269 19,269
Due to affiliates - net 38,613 38,613
Deferred income taxes 43,552 . - 43352
Total liabilities 552,453 98,024 630,477
Partners' equity (deficiency):
Limited partner interests 396,630 396,630
General partners' equity (deficiency) (415,174) - (415.174)
Total partners' equity {deficiency) (18,544) - (18.344)
Total S 333909 S 98,024 S 631,933

(a) Reflects the acquisition of the net assets of Leadership Cable and the debt incurred to finance the Leadership
Cable acquisition which includes incremental bank debt and the issuance of a seller note.
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PRO FORMA STATEMENTS OF CPERATIONS
YEAR ENDED DECEMBER 51, 1995
(Dollars in thousands)

(UNAUDITED)
Telesat/
West Boca Leadership
Pro Forma Pro Forma
As Reported Adjustments Adjustments Pro Forma
Revenues ' $ 120968 S 10532 (b) § 14,764 (2) S 146.26:
Operating expenses:
Direct operating and programming 37,494 4,071 (b) 6,639 (a) 48,20
Selling, general and administrative 23,912 2,488 (b) 1,768 (a) 28.16:
Depreciation and amortization 31,933 2,158 (b) 5,690 (a) 39,80
Management fees to Managing Affiliate 6,334 331 (b) 1,878 (a) 8,76.
Total i 99,693 9,268 13,975 "124.93
Operating income 21,275 1,264 (1,211) 21,32
Other income {expense):
Interest expense (29,217) (1,133) (b) (9,051 (a) (39,423
Interest expense - affiliates (7.501) 501 (b) - (6.600
Other expense (15) - - (13
(36.733) (254) (9,051) (46,038
Loss before income taxes and
extraordinary loss (15,458) 1,010 (10,262) 24,71C
Income tax expense (2,824) - - (2.824
Loss before extraordinary loss (18,282) 1,010 (10,262) (27,534
Extraordinary loss on early retirement of debt (1,109) - - (1,106
Net loss (19,3%1) 1,010 (10,262) (28.64:
Prionity return on preferred and senior limited
partmer interests (63,358) (881) (c) - (64,23¢
Net loss of general and limited partners after
priority return S (82,749) § 129 % (10,262) $ (92,882
Net loss per general and limited partners' unit
after priority retumn S (8275 % 13 b (1,026) ) (9.28¢
(a) Reflects the operations for Leadership Cable for the year ended December 31, 1995,
(b) Reflects the operations for Telesat and West Boca for January 1, 1995 to the date of acquisition.

(c)

Reflects the accrued priority return on the PLP interests from January 1, 1995 through February 28, 1995.
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ITEM 9. CHANGES [N AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

Not applicable.

PART 1l

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information set forth above in Part { under the caption "Executive Officers of the Registrant” is
incorporated herein by reference. The other information required by this item is incorporated herein by
reference to the information set forth under the caption "Election of Directors - Description of Board of
Directors": the information set forth under the caption "Election of Directors - Nominee for Election by Holders
of Class A Common Stock”: the information set forth under the caption "Election of Directors - Nominees for
Election by Holders of Class A Common Stock and Class B Common Stack”; and the information under the
caption "Certain Transactions - Certain Reports,” in the Company's definitive proxy statement for the 1996
Annual Meeting of Stockholders ftled pursuant to Regulation 14A of the Securities Exchange Act of 1934, as
amended, or by reference to a filing amending this Annual Report on Form 10-K.

[TEM 11. EXECUTIVE COMPENSATION

The information required by this item is incorporated herein by reference to the information set forth
under the caption “Executive Compensation” in the Company’'s definitive proxy statement for the 1996 Annual
Meeting of Stockholders filed pursuant to Regulation 14A of the Securities Exchange Act of 1934, as amended,
or by reference to a filing amending this Annual Report on Form 10-K.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The information required by this item is incorporated herein by reference to the information set forth
under the caption "Principal Stockholders” in the Company's definitive proxy statement for the 1996 Annual
Meeting of Stockholders filed pursuant to Regulation 14A of the Securities Exchange Act of 1934, as amended,
or by reference to a filing amending this Annual Report of Form 10-K.

" ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS -

The information required by this item is incorporated herein by reference to the information set forth
under the caption "Certain Transactions” in the Company’s definitive proxy statement for the 1996 Annuai
Meeting of Stockholders filed pursuant to Regulation 14A of the Securities Exchange Act of 1934, as amended,
or by reference to a filing amending this Annual Report on Form 10-K.



PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

Financial Statements. schedules and exhibits not liisted have been omitted where the required
information is included in the consolidated financial statements or notes thereto. or is not applicable or required.

(a)(1) A listing of the consolidated financial statements, notes and independent auditors’ report required
by Item 8 are listed on page 49 of this Annual Report on Form 10-K.
(2) Financial Statement Schedules:
The following are inciuded in this Report:
Schedule | -- Condensed Financial Information of the Registrant
Schedule II -- Valuation and Qualifying Accounts

(3)Exhibits

Exibit N Descrioti

3.01 Certificate of Incorporation of Adeiphia Communications Corporation (Incorporated herein by
reference is Exhibit 3.01 to Registrant’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 1995.)

3.02 Bylaws of Adelphia Communications Corporation, as amended (Incorporated herein by
reference is Exhibit 3.02 1o Registrant's Annual Report on Form 10-K for the fiscal year ended
March 31, 1994.)

4.01 First Supplemental Indenture, dated as of May 4, 1994, with respect 10 Registrant's 9% Senior
Pay-In-Kind Notes Due 2004 (Incorporated herein by reference is Exhibit 4.01 to Registrant's
Current Report on Form 8-K dated May 3, 1994.)

4.02 Indenture, dated as of February 22, 1994, with respect to Registrant's 9% Senior Pa;-ln-Kind
Notes Due 2004 (Incorporated herein by reference is Exhibit 4.05 to Registration Statement
No. 33-52515 on Form $-4.)

4.03 Indenture, dated as of July 28, 1993, with respect to Registrant's 10'4% Senior Notes Due 2000
(Incorporated herein by reference is Exhibit 4.01 to Registrant's Quarterly Report on Form 10-
Q for the quarter ended June 30, 1993.)

4.04 Amended and Restated Indenture, dated as of May 11, 1993, with respect to Registrant's
9-7/8% Senior Debentures Due 2005 (Incorporated herein by reference is Exhibit 4.01 1o
Registrant's Annual Report on Form 10-K for the fiscal year ended March 31, 1993.)

4.05 Indenture, dated as of September 2, 1992, with respect to the Registrant's 11-7/8% Senior

Debentures Due 2004 (Incorporated herein by reference is Exhibit 4.03 to Registration
Statement No. 33-52630 on Form S-1.)
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[ndenture, dated as of May 7. 1992, with respect to the Registrant's {2-1/2% Senior Notes Due
2002 (Incorporated herein by reference is Exhibit 4.03 to Registrant’s Annual Report on Form
10-K for the fiscal year ended March 31, [992))

Class B Common Stockholders Agreement (Incorporated herein by reference is Exhibit 10.01
to Registration Statement No. 33-6974 on Form 3-1.)

Joinder to Class B Common Stockholders Agreement (Incorporated herein by reference is
Exhibit 10.02 to Registrant's Annual Report on Form 10-K for the fiscal year ended March 31,
1994.)

Registration Rights Agreement and Amendment to Registration Rights Agreement
(Incorporated herein by reference are Exhibit 10.02 to Registration Statement No. 33-6974 on
Form S-1 and Exhibit 10.35 1o Registration Statement No. 33-25121 on Form S-1.)

Form of Management Agreement for Managed Companies (Filed herewith).

Management Agreement--Montgomery Cablevision Associates, L.P. (Incorporated herein by
reference is Exhibit 10.08 to Registration Statement No. 33-6974 on Form S-1.)

Management Agreement--Adelphia Cablevision Associates of Radnor, L.P. (Incorporated
herein by reference is Exhibit 10.09 to Registration Statement No. 33-6974 on Form S-1.)

Form of Agreement Regarding Management Services for Olympus Communications, L.P.
(Incorporated herein by reference is Exhibit 10.06 to Registrant's Annual Report on Form 10-K
for the fiscal year ended March 31, 1991.)

Stock Option Plan of 1986, as amended (Incorporated herein by reference is Exhibit 10.07 t0
Registration Statement No. 33-46551 on Form $-1.)

Resmicted Stock Bonus Plan, as amended (Incorporated herein by reference is Exhibit 10.08 1o
Registration Staternent No. 33-46551 on Form S$-1.)

Business Opportunity Agreement (Incorporated herein by reference is Exhibit 10.13 to
Registration Statement No. 33-3674 on Form S-1.)

Employment Agreement between the Company and John J. Rigas (Incorporated herein by
reference is Exhibit 10.14 to Registration Statement No. 33-6974 on Form S-1.)

Employment Agreement between the Company and Daniel R. Milliard (Incorporated herein by
reference is Exhibit [0.13 to Registration Statement No. 33-6974 on Form S-1.)

Employment Agreement between the Company and Timothy J. Rigas (Incorporated herein by
reference is Exhibit 10.16 to Registration Statement No. 33-6974 on Form S-1.)

Employment Agreement between the Company and Michael J. Rigas (Incorporated herein by
reference is Exhibit 10.17 to Registration Statement No. 33-6974 on Form S-1.)
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Exhibit No
10.15

10.16

10.17

10.18

10.19

10.20

10.24

Employment Agreement berween the Company and James P. Rigas {Incorporated herein by
reference is Exhibit 10.18 to Registration Statement No. 33-6974 on Form S-1.)

Agreement Regarding Management Fees relating to the subsidiaries of Chauncey
Communications Corporation (Incorporated herein by reference is Exhibit 10.16 of
Registrant's Annual Report on Form 10-K for the fiscal year ended March 31, 1991 )

Form of Note Agreement, dated as of August {. 1990, relating to the 10.66% Senior Secured
Notes due August 1. 1998 of Chauncey Communications Corporation (Incorporated herein by
reference is Exhibit 10.01 of Registrant's Quarteriy Report on Form 10-Q for the quarter ended
June 30, 1990.)

Amendatory Agreement regarding Chauncey Communications Corporation 10.66% Senior
Secured Note Agreement, dated as of August 6, 1991 (Incorporated herein by reference is
Exhibit 10.02 of Registrant's Quarterly Report on Form 10-Q for the quarter ended
September 30, 1991.)

$50,000 Term Note and Pledge Agreement between Adelphia Communications Corporation as
lender and Daniel R. Milliard, dated October 1, 1988 (Incorporated herein by reference is
Exhibit 10.03 of Registrant's Quarterly Report on Form 10-Q for the quarter ended

September 30, 1991.)

$205,000 Revolving Term Note and Pledge Agreement among Adelphia Communications
Corporation as lender, Daniel R. Milliard and David Acker (Incorporated herein by reference is
Exhibit 10.04 of Registrant's Quarterly Report on Form 10-Q for the quarter ended

Septemnber 30. 1991.)

Agreement for the Purchase of Class A Common Stock by the Rigas family, dated January 7,
1994 (Incorporated herein by reference is Exhibit 10.01 to Registrant’s Quarterly Report on
Form 10-Q dated December 31, 1993.)

Olympus Communications, L.P. Second Amended and Restated Limited Partnership _
Agreement, dated as of February 28, 1995. (Incorporated herein by reference is Exhibit 10.32
of the Registrant’s Annual Report on Form 10-K for the fiscal year ended March 31, 1995.)

Credit, Security and Guaranty Agreement among UCA Corp. and certain of its Affiliates and
First Union National Bank of North Carolina as Administrative Agent, dated as of March 15,
1995. (Incorporated herein by reference is Exhibit 10.32 of the Registrant’s Annual Report on
Form 10-K for the fiscal year ended March 31, 1995))

Revolving Credit Facility among Adelphia Cable partmers, L.P., Southwest Florida Cable, Inc..
West Boca Acquisition Limited Partnership and Toronto-Dominion (Texas), Inc., as
Administrative Agent, dated May 12, 1995. (Incorporated herein by reference is Exhibit 10.03
to Registrant's Current Report on Form 8-K dated June 30, 1995.)

Credit Agreement, dated as of October 27, 1995, among Plato Communications, Inc. Northeast

Cable, Inc., Robinson/Plum Cablevision L.P., the several other banks and other financial
institutions from time to time parties to this agreement and Chemical Bank, as Administrative
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10.29

21.01

| Descriati
Agent. ([ncorporated herein by refarence is Exhibit 10.535 to Registrant's Current Report on
Form 8-K dated December 7. 1993)

Credit Agreement. dated as of April 12, 1996, among Chelsea Communications. [nc..
Kinanning Cablevision [nc.. Robinson/Plum Cablevision L.P.. the several banks and financial
institutions parties thereto. and Toronto Dominion (Texas), [nc. as Administrative Agent.
{incorporated herein by references is Exhibit 10.36 1o Regisirant’s Current Report on Form 3-K
dared June 3. 1996))

Amended Credit Agreement, dated as of March 29, 1996, among Highland Video
Associates L.P., Telesat Acquisition Limited Partnership, Global Acquisition Partners.
L.P.. the various financial institutions as parties thereto, Bank of Montreal as syndication
agent, Chemical Bank as documentation agent. and the Bank of Nova Scotia as
administrative agent. (Incorporated herein by reference is Exhibit 10.37 to Registrant’s
Current Report on Form 8-K dated June 19, 1996.)

Purchase Agreement dated as of April 10, 1996 berween Hvperion Telecommunications. inc.
and Bear Steamns & Co. [nc.. Chase Securities Inc. and NationsBanc Capital Markets, [nc.
(Incorporated by reference is Exhibit 1.1 to Registration Statement No. 333-06937 on Form S-4
filed for Hyperion Telecommunications. Inc.)

Indenture, dated as of April 135, 1996, between Hyperion Telecommunications, Inc. and Bank
of Montreal Trust Company. (Incorporated by reference is Exhibit 4.1 to Registration
Statement No. 333-06937 on Form S-4 filed for Hyperion Telecommunications. inc.)

Registration Rights Agreement dated as of April 13, 1996, between Hyperion
Telecommunications, [nc. and the Initial Purchasers. {Incorporated by reference is Exhibit 4.3
10 Registration Statement No. 353-06957 on Form S-4 filed for Hyperion Telecommunications,
Inc.)

Warrant Agreement dated as of April 13, [996, by and among Hyperion Telecommunications,
[nc. and Bank of Montreal Trust Company. (Incorporated by reference is Exhibit 10.13 o

Registration Statement No. 333-06937 on Form S-4 filed for Hyperion Telecommunications.
[nc)

Warrant Registration Rights Agreement dated as of April 15, 1996, by and among Hyperion
Telecommunications, Inc. and the Initial Purchasers. (Incorporated by reference is Exhibit

~ 10.14 to Registration Statement No. 333-06937 on Form S-4 filed for Hyperion

Telecommunications, [nc.)

List of Subsidiaries of Adelphia Communications Corporation (Filed herewith)
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Exhibit N C L
23.0¢ Independent Auditors’ Consent (Filed herewith)

27.01 Financial Data Schedule (Filed herewith)

* Denotes management contracts and compensatory plans and arrangements required to be identified by [tem

14(a)(3).

The Registrant will furnish to the Commission upon request copies of instruments not filed herewith
which authorize the issuance of long-term obligations of Registrant not in excess of 10% of the Registrant's totai
assets on a consolidated basis.

(b) The Registrant did not file any Form 8-K reports during the three months ended March 31, 1996. A
Form 8-K dated April 17, 1996 was filed subsequent to March 31, 1996 which reported information under items
5 and 7 thereof. No financial statements were filed. Forms 8-K dated June 3, 1996 and June 19, 1996 were
filed subsequent 10 March 31, 1996 which reported information under items 5 and 7 thereof. No financial
statements were filed.

(c) The Company hereby files as exhibits to this Form 10-K the exhibits set forth in Item 14(a)(3)
- hereof which are not incorporated by reference.

(d) The Company hereby files as financial statement schedules to this Form 10-K the financial
statement schedules set forth in Item 14(a}2) hereof.
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SCHEDULE I (Pase 1 of 4)
ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
Condensed Information as to the Financial Position of the Registrant
(Dollars in thousands)

March 31,
1995 1996
ASSETS;
Investment in cable television subsidiaries 3 218,708 3 380,016
Property and equipment - net 27.540 27.308
Cash and cash equivalents 80 3.097
Other assets - net 68,692 57,901
Notes and receivables from cable television subsidiaries and '
related parties - net 43,033 -
Tortal 3 358,053 § 468.822
NERS' < N
Losses and distributions in excess of invesiments in and net advances
to cable television subsidiaries S 273,044 S 377,454
Unsecured notes and payables to cable television subsidiaries and
related parties 128,382 213,566
Other debt 9,476 8,485
12 1/2% Senior Notes due 2002 400,000 400,000
10 1/4% Senior Notes due 2000 99,011 99,158
1 7/8% Senior Debentures due 2004 124,470 124,502
9 7/8% Senior Debentures due 2003 127,994 128,118
9 1/2% Senior Pay-In-Kind Notes due 2004 164,370 180,337
Accrited interest and other liabilities . 40,881 63,621
Total liabilities 1.369.628 £,3597,061
Stockholders’ equity (deficiency) - [see consolidated financial
statements included herein for details] (1,011,573) (1,128,239)
Toral b 358,053 S 468,822

See notes to condensed financial information of the Registrant.
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SCHEDULE [ (Page 2 of 4)
ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
Condensed Information as 10 the Operations of the Registrant
(Dollars in thousands)
Year Ended March 31,

1994 1995 1996
.- Income from subsidiaries and affiliates 3 53,004 § 72,413 8 33,277
- " Operating expenses and fees to subsidiaries 2710 1,044 2,156
- Depreciation and amortization ) 3,610 5,179 5,942
= - Interest expense to subsidiaries and affiliates 5,893 4374 14,645
"+ Interest expense to others 88,724 103,367 107,829
-7 Total 100,937 113.961 130.572
- Loss before equity in loss of subsidiaries (47,933 {41,548) {75.299)
_ Equiry in net loss of subsidiaries before cumulative
&7 . effect of change in accounting principle {49,515) (64,736) (44.599)
Loss before extraordinary loss and cumulative
. - effect of change in accounting principle (97,448) (106,284) (119.864)
Extraordinary loss on early retirement of debt
cumulative effect of change in accounting principle (752) - -
Cumulative effect of change in accounting
principle (89,660) - .
Net loss $ (187.860) 3 (106,284) S  (119.894)

See notes to condensed financial information of the Registrant.

-101-




SCHEDULE I (Page 3 of 4)
ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
Condensed [nformation as to the Cash flows of the Registrant
(Dollars in thousands)
Year Ended March 31,
1994 1993 1996

Cash flows from operating activities:
Net loss § (187,860) S (106.284) S (119.894)
Adjustments to reconcile net loss to net cash used
for operating activities:

Equity in loss of subsidiaries 49,5135 64,736 44,399
Cumulative effect of change in accounting for

income taxes 89.660 -
Extraordinary loss on debt retirement 752 - .
Depreciation and amortization 3,396 5,179 5,942
Noncash interest expense 363 14,756 16,288
Loss on disposal of property 214 - -

Change in operating assets and liabilities, net of
effects of acquisitions:

Other assets (6,877) (52,096) (6,832)
Accrued interest and other lizbilities 4,936 12,523 22,107
Net cash used for operating activities (45,880) (61,186) (37,7%0)
Cash flows from investing activities:
{nvestments in and advances to subsidiaries (72,642) {33,087 {103,497)
Amounts (advanced to) repayments from subsidiaries
and related parties (182,900) 108,772 146,617
Expenditures for property, piant and equipment (11,772 (447) (161
Net cash (used for) provided by investing activities (267,314) 35,238 42,959

Cash flows from financing activities:

Proceeds from debt 258,674 3,300 - 1,100
Repayments of debt (101,450) (12.213) (3.232)
Issuance of Class A Common Stock 155,963 14,861 -
Net cash provided by (used for) financing activities 315,187 5,948 (2.132)
(Decrease) increase in cash and cash equivalents ¢)) - 3,017
Cash and cash equivalents, beginning of year 88 80 80
Cash and cash equivalents, end of year Y 80 3 g0 S 3.097

Supplemental disclosure of cash flow activity -
Cash payments for interest $ 84904 § 103434 S 103,965

See notes to condensed financial information of the Registrant.
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SCHEDULE I (Page 4 of 4
ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES
Notes 10 Condensed Financial Information of the Registrant

{Dollars in thousands)

1. Notes Pavable to Subsidiaries:

Adelphia Communications Corporation ("Adelphia™) has partially funded its acquisitions and capital needs
through borrowings and advances from subsidiaries. Adelphia had issued to certain of its cable television
subsidiaries and related parties unsecured demand notes payable in the principal amount of $215,366 at March
31.1996. The notes, which eliminate upon preparation of consolidated financial statements, provide for interest
at rates ranging from 3% to 16% , are due upon demand five years after March 31. 1996, and provide that non-

pavment of principal or interest is not an event of default.
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SCHEDULE I
ADELPHIA COMMUNICATIONS CORPORATION AND SUBSIDIARIES

VALUATION AND QUALIFYTNG ACCOUNTS
{In thousands)

Balance Charged
at 1o Costs Balance
Beginning and Deductions- at End
of Period Expenses Write-Offs of Period
hY 4
Allowance for Doubtful Accounts 5 2,0l § 3975 % 2388 8§ 3,603
Vear E | March 3L 1995
Allowance for Doubtful Accounts ) 3,603 S 3,846 S 3946 § 3,303
Year Ended March 51, 1996
Allowance for Doubtful Accounts S 3,503 S 5827 S 8114 S 1216
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SIGNATURES

Pursuant to the requirements of Section i3 or | 5(d) of the Securities Exchange Act of 1934, the registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

ADELPHIA COMMUNICATIONS CORPORATION

June 28, 1996 Bv: s/ John ] Rigas
John J. Rigas,

Chairman, President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

June 28, 1996 Js/ John ] Rigas
John J. Rigas,
Director

June 28, 1996 /s Ti v

Timothy J. Rigas,
Executive Vice President, Chief Financial Officer.
Treasurer and Director

June 28, 1996 s/ Michae] ), Rigas
Michael J. Rigas,

Executive Vice President and Director

June 28, 1996 Zs/ James P, Rigas

James P. Rigas,
Executive Vice President and Director

June 28, 1996 1/ Danie] R, Milliard ;
Daniel R. Milliard,
Senior Vice President, Secretary and Director

June 28, 1996 s/ Dennis P Covle
Dennis P. Coyle,
Director

June 28. 1996 Is/ Pete ], Metros

Pete J, Metros,
Director

June 28, 1996 {s/ Perrv S, Patterson

Perry S. Parterson,
Director

June 28, 1996 {sf Edw,
Edward E. Babeock, Jr.
Chief Accounting Officer

-103-



1996 Annual Report






PR
* 0
00
Operating Data
1902 7905 [ele]
190 1925 1906 sl
< ¢ tgt &rE € TR Iny z o
= ToIpiillor -l >
e
[ PPN . - ]
Zir GIE FERIEN oLT e ?."“"“\st
ERRN S £ X

Cash Flow Data

05 ¢ T E2EH

e mzn

2700 AL ]
i svememe 1ss Tk ~ mnm e
W ENIENEILEE PReppat Gz .0E0 Uy

Zasr oo iy
. e an

129,306 Toese

Balance Shee! Data L F e I

we




To our stockhelders
and friends,

The past vear has presented
us with new challenges and
opportunities. Despite
continued government
regulation of the cable
television industry and the
arrival of new competitive
technologies, Adelphia has
remained focused on its core
mission of providing our
customers with quatity and
value conscious
programming products
through superior customer
service. While committed to
the quality and delivery of
cable programming services,
we continue to introduce
vatuable new services for our
customers, For example, the

Company recently completed

a successtul trial of s two-
way data and residential
telephone services in its Toms
River svstem located in
Dover Township, New Jersey.
Services tested included
digital audio. interactive
games, residential telephone
service and high speed access
to the [nternet using cable
modems capable of
delivering data up to 300
Hmes faster than
conventional 28.3kb

telephone modems.

While continuing w focus an
vur core strengths, weare
constantlv re-examining our
strategic initiatives and
seeking new opportunities.
Over the past three vears, our
portfolio of assets has grown
to include businesses
involved in many facets of
telecommunications. Our
investments in our cable
entertainment, high speed
data and residential
telephone platform,
programming, competitive
aceess, wircless personal
communications services,
and security monitoring
illustrate that Adeiphia has

Pecome much more than a
traditional cable television
company. These investments
support our goal of sensible
expansion in response to

the changing ficld of
telecommunications and vffer
the potential to contribute
significantly to shareholder
value in the future. It is

our stated goal to

become our customers’
telecommunications link

tor evervthing,

Adelphia’s entrepreneurial
spirit has enabled us to
become one of the nation’s
largest multiple systems
operatars. Qur owned and
managed subscribers, which
totaled approximately 1.73
million at fiscal vear end.
made us the seventh largest
cable television operator in
the country, Through the
dedication, determination,
character, and integrity of our
emplovees, we have been
able to grow vur existing
customer base and pursuy
many of the opportunitics
unfolding in the converging

fields of telecommunications,



Financial Performance

Over the last fiscal vear our
revenues grow by 11.67%, o a
record S04 million, The
increase resulted from a
combination of acquisitions
to support Adeiphia’s on-
going clustening strategy,
basic subscriber growth of
3%, increased advertising
and other =ervice revenues
and our first rate increase in
three vears, Recent
regulatory changes will now
allow us to pass on to our
customers increased
programming and other
cosis through annual rate
increases which will
contribzte positively to bath
revenue and cash flow
growth in the coming vears.

Operating cash flow
increased 10.5% over the
previous vear. Although
increased expenses
associated with rate
regulation compliance and
programming caused our
operating margin fo decline
shightly from the prior vear,
it still remains one of

the highest in the industry

P37
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Year In Review

The vear was highlighled by
many major events that will
have far-reaching effects on
our future. First and
foremost, on February §
1946, Cangress passed the
Telecommunications Act of
1996 (the "1996 Act™), This
sweeping legislation
eliminates the regulation of
certain nonbasic
programming services in
1994 and apens the doors to
competition in both the cable
television and local
telophone service industries.
Adelphia is strategically
positioned to take advantage
of the oppartunities present
in the telephone market by
providing telephone service
directlv over its cable plant,

Adelphia has been a leader
in the depiovment of fiber
optic cable through the
development of new cable
svetem architecture. System
upgrades contimee to
emplov Adelphia’s Modiried

Passive Network

to soparate nodes which
service approximately

T to 200 homes in a
neighborhood. Fiber eptics
greatly increases the number
of television channels and
uther services we can make
available to our customers,
enhances the refiability and
guality of audio and video,
and reduces the number of
vutages (ur custumers
experience. In addition, this
technalogy provides the
platform for Adelphia to
offer high speed data
services, telephony and
future interactive services
to our business and
residential customers.

Qver the past vear, Adelphia
started utilizing its existing
cable plant in new and
oxciting wavs. We recently
initiated a commercial rell
out of high speed data
services in Toms River, one
of the first of its kind. We
have also developed high
speed data networks which
act as an interconnect
betwveen school and
covernment buildings for

the purpose of voice. video



and data transmission.
Additional services currently
offered and to be offered will
inclide electronic mail.
[nternet access, providing
access to commercial en-line
service providers,
videoconterencing, mass data
storage and retrieval,
video-un-demand and many
more. We are excited about
the opportunity these
services providue to expand
U revenue base in the

coming vears.

Adelphia is alse positioned
through its competitive local
exchange carrier {"CLEC™
subsidiary, Hyperion
Telecommunications, [nc.
(“Hyperion™) in non-cable
franchise areas. Since its
inception in 1991, Hyperion
has partnered with other
large muitiple system
eperators and utility
companies te offer it services,
Tuday, our partners inclnde
Thme Warner [nc.,
Philadelphia Electric
Company (“PECO™),
Multimedia Cablevision, Inc.
Continental Cablevision, Tele-
Communications, ne., TKR
Cable, Intermedia Partners,

Scripps Howard, and
Sammens Communications.
Hyperion is currently the
third largest CLEC in the
country (pased on route miles
and buildings connected) and
eperates competitive agcess
netsvorks in 13 cities
nationwide.

To enhance Hyperion's
existing product ofterings,
Hyperion has purchased or
ordered switches for its
New York, Florida,
Philadelphia, PA and
Richmond, VA markets and
axpects to begin offering
switched telephone services
by Fall 1996. {n addition,
Hyperion is providing state-
vf-the-art data networking
services to businesses in
Vermont; Richmond and
Charlottesville, VA: and
jacksonville, EL through a
joint venture with
INTERPRISE Networking
Services, a subsidiary of

Us WEST.

Adelphia and related entitics
continued to strengthen their
existing regional clusters
through acquisitions

cuntisuous (o thetr existing

svstems. Acquisizions
consummaied vver the vear
teheough fuly 19950 included
arprovimatels 1957000
subscribers which were
added to eadsting clusers in
southeast Florida, western
New York, Vermont and
western Pennsyivania. The
nevdy acguired svsbems are
contiguous with Adelphia
owned or managed svatems,
which provides tor optimum
wperating svnergies and cost

efficiencies.

Our investments in our cable
plant and new businesses
have not gone unneticed by
the financial community. [n
the past vear, we have
expanded credit lines and
refinnneed existing
indebtedness by placing 589
million in new bank credit
facilities with Adelphia and
with related entifies. Also. in
April 1996, Fvperion
completed a private
placement to institutional
investors realizing gross
proceeds of over 2173 million
upon issuance of Senior
Discount Notes aad warrants

to purchaze common stk of



Hyperion. This financing
will allow us to further
expand our commitment in
Hyperion’s markets without
the need for additional
financing from Adelphia,
We believe our financing,
success shows the financial
community's continued
confidence in our
management and operating

strategy.

Quality customer service
and community
invalvement are two
concepts at the very
ioundation of our success.
Our Customer Care
program, implemented in
each of Adelphia’s svstems.
maintains internal
standards for qualitv and
reliabilitv. In addition.
increased emplovee
cmpowerment 1o resolve
customer problems and
24-hour customer service by
telephone ensure that all of
our customers are satistied
with each contact thev have
with Adelphia. Adelphia

demaanstrares s

commitment to the local
communitics it serves
through participation in the
nationallv-acclaimed “Cable
in the Classroom” program.
In addition. many Adelphia
cable svstems promote
cducation and public affairs
through an active local
origination programming
zervice. Finailv, Adelphia
emplovees continue to be
active in their communities,
working clogelv with
charities and civic
organizations, providing
energy talent and financial

support.

As [ reflect on our succesz
over the past vear. | realize
the we could not have
accomplished ail that we
did without the hard work
and dedication of our
emplovees, Qur vision is
only as strong as our
people and their eiforts to
design, introduce and
maintain the services that

Adelphia offers,

Plans for 1987 and Beyond

As we look ahead to 1997
and bt"\‘und. Adelphia will
continue its commitment to
quality customer service, to
training and retaining a
superior emplovee base. to
growth and diversity, and to
the communities that we
serve. We are privileged to
be operating in the exciting
fi¢ld of telecommunications
and are confident in our
fubure growth prospects.
Through our comnmitment
tv a common purpose and
to each other, we are batter-
equipped than ever to
handle the challenges

that await us in the nest
vear and bevond in
becoming our customers’

telecommunications ink

for evervthing.
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Az of March 31, w96,
Adelphia and related entities
in the aggragate passed
2,479,420 homes and served
1,732,636 basic subseribers
who subscribed for 382,308
premium units, Adelphia
("Company™ owned

systems are located primarily

in suburban areas of large
and medium-zized cities and
served 1,039.704 basic
subscribers and 349,054
premium units. Adeiphia is
the managing partner of
Otvmipus Communications,

able Entertainment

LPCOlympus™t, a cable
SVEM OPerator il soltheds
Florida swhich served 40350
basic subscribers and 200,531
premium service units, In
addition. Adelphia provides
consulting and management
services to certain
partnerships (" Managed™
owned and controlled by
juhin Rigas and members of
his immediate family. The
Managed syvstems served
309,031 basic subscribers
and 133403 premium

FOCVICE Units.

Acquisitions Sirengthen
S

Existing Cluster

Adelphia’s strategy has
peen to provide supertor
customer service while
maximizing operating
efficiencies. To support this
strategy, we have selectively
acquired and developed
systems in geographic
proximity to pur existing
regional clusters. Clusters
allow for greater efficiencies
i1 servicing and marketing
and facilitate the
implementation of new
technologies., Over the
course of the vear, Adelphia
and related entities acquired
approxinately 123,70

subscribers which wery
added to existing regienal
Clusters in svestern
PPennsvivania and
southeastern Florida. The
success of our strategy is
tlustrated by our 32.3%
operating margin, one of the
highest in the industry.

Since March 1996, Adelphia
and related entities have
completed acquisitions
serving an additiceral 73,700
cable subscribers primarily
1 swestern Neswv York and

Yermont.



Strong Growth In Core Subscribers

Adelphia achieved strong
internal growth in basic
subscribers over the vear
despite an increasinglv
competitive operating
environment, Basic
subscribers in bath Adelphia
and Olvmpus owned

svstoms, excluding

acquisitions, increased by 3%

during the vear ended
March 31, 1896, We achieved
this growth despite an
uncertain regulatory

environment and the

presence of new comperitors,

Our growth is a clear

indication of our customer's
satisfaction with our services
and technelegy.

Adelphia’s value-added
activities through the vear
included the continued
promotion of “Sight and
Sound.” This innovative
packaging srrategy allows
W CUStOmers o receive a
package deal of Basic and
CabieValue service, Music
Choice, Home Box Office
and at icast one other
premium channel. “Sight
and Sound” allows our

Customers fo receive over

channels of video and audio
at a cost savings to their
existing service. In addition,
the package increases the
sale of unregulated premium
services and strengthens our
brand awareness in the
home. This provides us with
a loval, installed customer
base to which we can market
new services like interactive
games, paging, on-line
personal computing and

tejephony.



Development Of Meadia Procucts --
Continued Growth And Expansion

Formerly considered our
adveardsing division, our
Media Development division
had another strong vear with
revenues inereasing
approximatelv 33% over the
previous fiscal vear Qur core
business of television
advertising sales is now sold
in virtually all of Adelphia’s
miarkets and continues to
offer great promise of future
growth.

One of our secondary
products is the Showplace
Network, a single, full-time
channel dedicated to logal
classitied and servige-
vriented business
advertising. The network

was launched in miced
markets several vears ago
and was expanded this vear
to reach over 307 of our
subscribers. e also
committed a portion of the
channel to luag-torm recail
infomercials and out-sourced
services, Together. as we
muove forward, these efforts
are expected [0 dramaticaily
accelerate the growth of the
Showplace Network congept.

Finallv, Adeiphia has created
The PocketMlate savings
boaok, a aew coupon direct
mail product targeted at
smaller businesses. This new
sarvice is now being piloted
in two markets and is

sapected to continue o grow
throughout all Adelphia
markets over the coming

Veals,

Adelphia will condnue to
develor its current media
product fine and seek new
media product vpportunities
to fit our business plan. e
are excited about the future
of this unregulated revenue
stream and expect double-
digit growth pacterns for

Vvedrs to come,




Adelphia considers
technological innovation

to be an important
component of cost-cffective
improvement of its

products to promote
customer satisfaction. Cur
commitment to technology
is evidenced by our capital
spending program.

In most of our recent
upgrades, the Company has
utilized a NModified Passive
Netwaork Architecture which
utilizes fiber optic cable as
an alternative to the coaxial
cable that historically has
been used to distribute cable
signals to the subscriber’s
home. The Modified Passive
Network Architecture design
deplovs on average one fiber
node for every two miles of

- fiber optic cable, or
approxiamtely one fiber
node for every 180 homes
passed. The Company
believes this compares
favorably with current
industry averages. This deep
penctration of fiber optic
cable into the svsteme’
networks has the advantages
of providing increased
reliability to customers,
improved bandwidth and
eagier implementation of
return path plant
capabilities. This will
position the Company to
offer additional videa
programming services, to
utilize the expanded
bandwidth potential of
digital compression
technology and to meet the
anticipated transmission

J echnology Leadership, Innovation

requircments for high-
definition television, digital
television, high speed data
and telephone services.

Through the use of fiber
optic cable and other
technological improvements,
Adelphia has increased
svstem reliability and
channel capacity. These
improvements have aliowed
us to enhance customer
service, reduce operating
expenses and introduce
additional services such as
high speed data services and
impulse pav-per-view
programming. \Ve believe
our investment in our cable
platform positions us well

to meet our customers’
current and future
communications needs.




vith the incremental
investments in our existing
cable platform, Adelphia is
poised to enter the world of
telephony and full
interactivity. The local
telephone market is
attractive to Adelphia given
its size and operating
margins—oeven a small piece
of the local telephone market
represents significant

Over the past several vears,
Adelphia has ventured
rurther into programming. [n
May 1994, Adelphia
completed a minority
investment in The Golf
Channel {("TGC™). TGC's

’ programming includes live
opportunity for us. On the

interactive front, Adelphia
has launched the Sega
Channel in certain markets.
Although the current service
i3 not interactive in the truest
sense of the word. gaming
svstemns in the future will
allow cable customers to
compete against one another.

coverage of protessional and
amateur fournaments,
highiights from past
tournaments, and
instructional and other
original programming
refating to goit. During fiscal
1996, Adelphia increased it's
investment in Niagara
Frontier Hockey, L.P. ("Sabres
Partnership”) which owns
the Buftalo Sabres National
Hockey League Franchise,

[n addition to the activities
described above. Adelphia
has made substantial
commitment to
technological
development as a member
of Cable Television
Laboratories, [nc., a not-
tor-protit research and
development company
serving the cable industry.
The Company has also
joined other industry
members in a partnership
venture in Digital Cable
Radio, a satelite-delivered,
multi-channel music service

The Sabres Partnership
manages and will receive
allocations of profits, losaes
and distributions from the
featuring “compact disc”

quality sound, which is

marketed as a premium

service.

Marine Midland Arena, a

new sports and
entertainment facility
expectad to be completed by
the opening of the 1996-1997
NOHLL. season, We believe
this investment will be a
competitive advantage in the
western Nesy York cable
television market. Qur
purtfolio of programming
investments also include the
tollowing: Empire Sports
Network, the Sunshine
Network, Music Choice and
The Food Network.
Adelphia’s core business is
the distribution of quality
programming entertainment
tu its cable subscribers.
Programming investments
represent a logical extensivn
of our core competencies in
this arca. We will continue to
gvaluate investment

opportunities as they unfold.



Global Opportunities

On Mayv 12,1994, Adelphia
completed a $3 million
investment representing a
207 interest in SuperCable
AKL International, & cable
opreratar in Caracas,
Venezuela. SuperCable holds
one of the nationwide
licenses for construchon of
cable properges in

Venezuela. Due to favorable
regulations in the country,
cable operators are permitted
to build svstems sefectivelv

by region. This is particuiarly

important given the high
density of homes in certain
regions of the countrv. The
cable svatern in Caracas has
the potential to pass 600

homes per mile as compared
to a nvpical density in the
L3S market of 70 to 100
homes per mile. As of june
1996, the svstem passed
75,000 homes and served
24,900 basic subscribers,

.



Competitive Local Exchange

Adeliphia is currently
uffering competitive local
exchange carrier (“CLEC™
telecommunications
services through its
subsidiary. Hyperion
Telecommunications, [ne.
CLEG:s provide

businesses and other large
telecommunications
vonsumers with local
telecommunications services
and access to long-distance
service carriers via
competitive networks that
bvpass the local telephone
company. These competitive
access aetworks con

also complement

existing netwaorks by
providing redundant

telecommunivations service

backup and route diversity
for their customers.
Hyperion’s networks are
constructed exclusively with
fiber optics pilant designed to
provide increased quality of
service and data integrity
compared to the existing
lucal telephone company's
network,

The Company expects
passage of the
Telecommunications Act of
1996 to substantially expand
the market opportunities for
Hyperion and its’ nctworks
by removing legal barriers to
enter the local exchange
telecommunications markets
and by requiring the existing
local exchange carrier to

negotiate with CLECs on
many competitive issues.

n
the markets where
Hyperion’s networks are
currently operating or are
under construction, the
addressable market
opportunity s estimated to
be approximately 4.8 billion.
substantially all of which is
currently provided by the
incumbent local exchange
carrier. As of March 31, 1596,
Hyperion’s {3 vperating
networks served 19 cities
and, alung with networks
under construction, included
approximately 2,210 route
miiles of fiber optic cable and
were connected to

approximately 820 buildings.



Residential
Telephone
Service

With eur Company’s
aggressive deplovment of
fiber optic cable plant,
Adelphia is currently
positioned ta begin offering
residential lelephoene
service during Fiacal 1997,
Adelphia anticipates seiling,
its own brand of local
telophone services, as well
as providing third-party
telephone service as a

reseller of such ervice,

In May 1896, Adelphia
completed successful
technical trials of telephone
2orvice in s Toms River
svstem located in Dover
Township, New Jerseyv.
Residential telephone
service is expected to be
offered in the Toms River
SVStem as soon as Now
Jersev regulators make it
pussible for cable
companies to compete in
the local telephone market.
Adelphia projects that by
March 31, 1997 its
residential telephone
service will pass
approvimately 130000
homes served by its cabic
svstems, subject fo
regulator approvals and
equipment delivery.

High Speed Cable Data Services

Cable daia services for
residential, institutional
and business applications
represent a high speed
allernative for accessing
the Internet and other on-
line services as compared
to traditional telephone
based services. High speed
cable daia services are now
available at speeds up to
300 times faster than that
which 1s currently
available via a 28.8 kilobit
per second telephone
modem. In addition, using
a high speed cable modem
and
special
ethernet
card
alloaws the
user to
byvpass
tetephone
lines, does
not
require
the user
o log-on,
and
allows for multiple
sesgions or connections to
multiple services
simultareoustv.

Currentiv. all of Adelphia’s
cable plant is capable
of delivering high speed

data services using the
telephone line as the return
path and approximately
20% of Adelphia’s svstems
have cable plant capable
of delivering high speed
data services using the
cable plant as the return
path.

In Mav 1996, Adelphia
compicted & successiul
technical trial of its two-

way data services in its
Toms River, NJ svstem.
Services launched included
high speed access to the

Internet. digital audio and
interactive games. These
services will be offered io
homes, schools,
government offices and
businesses,

—roy




Through its whollv-owned
subsidiary, Page Time, Inc.
Adelphia bagan marketing
Jne-wav,paging services to
iz Florida cable subsc
in mid-1993. Now available

ribers

throughout most of the
Company’s cable service
areas, Page Time services
have attracted more than
13.000 subscribers who, on
AVErAge, are paving in excess
of 310.50 per month.

Page Time provides service
to its customers via resale
arrangements with existing
paging nerwork vperators. To
assure high quaiity and
competitive service for
subscribers, the Company
secks the paging operator
with the most comprehensive
tocal coverage in each cable
service area.

[ndustry-wide paging
revenues are expected to top
4.7 billioa by 2000. Page
Time's
focused on the consumer
market, the paging industry’s

marketing efforts are

fastest growing segment. In
1993, the consumer market
accounted for nearly 635 of

the industry’s growth.

Adelphia is perfectly
vositioned to take advantage
of that growth. Page Time's
5 ability to

rvice

~tr+.-n-'th livs in it
provide high quality ze

at competitive rates, in

addition to B3 array of pasic

servive votions and enhaned

service ofierings.

Be urilizing Adelpnia’s

exisiing marketing . Jhannels,
including tocal advertising

air time and monthiv bill
inserts, providing the

customer with one oill ror

their cable and paging
services. and h:l\ ing the
ability o provide bath local
and centralized customer
service, Mage Time believes
that both it and its customers
benefit from several

competitive advantages,

Those same competiti\'c

advantages should also apply

when Adelphia begins
marketing two-wav
nie Ssacmg services to its
customoers fn 1997 or 1998,
Adelpitia will market these
Servives to 1t CUSIONTS as 3
result of a planned rezsale
arcangement wich Cage
Call. Inc., 2 company
in whichithas a
1597 interest.

Page Call was
esshul
bidder at a net

the succ
cost of 3318 miition for
three ot the thirty regional
narrowband persoeal
COMMUUICaIoNns servive
CNPCETH eense

by the FCC

< auctioned

aging And Wireless Services

The toendo cods s
advantageousiv financed
FCC, at ravorabie

wich inferesi-oniy

by the
TR,
caviments for the first po
vears and principal

repavment spread over the

tollowing eight vears,

Page Call's 30 KHz outbound
2.3 KHz rerurn licenses

cover apgroximateit 02v of

and

the nation’s population —
{30 million people in the
Nurtheast, the Southeast and
the Miduwest. The NTCS
licenses permit holders to
provide fva-way messaging
services, such as
aokpowhadgment paging,
alpha response paging

and/or voice

Message paging.



Mobile Phone Service

Edelphia intends to follow
a similar approach in
developing mobile phone
services to market to its
customers. Late in 1996, the
Company expects to begin a
limited area trial, {ollowing
which it will gradually roll
out service en a broader
basis to the Company's cable
service areas.

Early mobile phone service
will be provided via resale
arrangements with existing
mabile phone network
operators, with those .
initiallv being cellular
operators and later possibly
broadband personal
communication service

("PCS5") operators.

In some of its markets,
Adelphia will market mobile

phone services ta its
customers using networks
made available through a
planned resale arrangement
with Devon Mobile
Communications, L.P.
("Deven”), a limited
partnership in which it
owns a 49.9% limited
partner interest.

Devon expects, based upon
its high bids in the auction

Security Monitoring

Adelphia made a 54.2
million investment in
Lancaster Alarm Company
(d/b/a Commonwealth
Security Svstems), the largest

independent securitv
company in Pennsyvivania, in
April 1994. Commonwealth
Security Svstems provides
electronic security
monitoring
services to over
23,000 accounts in
the Mid-Atlantic
region of the
United States. Its
five largest
markete include
Lancaster,
Harrisburg,

held recently by the
FCC, that it will soon be
awarded twelve
broadband PCS licenses.
Devon will pav a net
price of 517.4 million for
the licenses, with that
cost financed by the FCC
at favorable rates, with
interest-only pavments
for six vears and
principal repavment
during the following four
vears.

Devon's twelve 30 MHz
licenses will be located in
two main clusters — one in
northwest Pennsvlvania and
one in portions of western
Virginia and eastern West
Virginia — covering
approximately 1.33 million
people.

FPhiladelphia and York,
Pennsvivania and
Richmond. Virginia. In
September 1995, Olvmpus
contributed its security
business customers in
exchange for a 50.36%
general and limited
parinership interest in
Starpoint, L.P. {d/b/a
Checkpoint Ltd.), a security
services company providing
residential securitv services
to approximately 23,000
accounts in the state of
Florica as of March 31, 1996



Seiected Consolidated Financial Data

(Dollars fn thenesands. except ger share dmmunin

The selected consolidared financial dats as of and for euch of the five veurs in the period znded
March 31, 1996 have been derived from the audited consolidated financial stuements of the Compuny:

Year Ended March 31,

1992 1993 1994 1995 1996

Statement of Dperations Data:

Revenues ... e 3 273630 3 305222 5 319045 3 360505 S 403397
Direct operaring
- and programming expenses ............. 74787 82377 90,547 106,953 124,116
Selling, general
and administrative expenses. 41477 49468 5230 63487 68357
Cperating income before .
depreciation. amortization and
raie reguianion expenses.. .............. 134416 173.377 173,697 191,025 201,124
Depreciation and amonization ............. 34817 90,106 39,402 97,602 111,03t
Rate regulationcharge..._........ . - - - - 5.300
Operating NCOME......oov.ccvvvrmrrenseceeeene 69.599 82971 86.295 93.423 w4793
Inkerest income from afﬁl:an:s .............. 3.085 5216 91388 1112 10,623
Orher income (expense)............ 963 1.:447 {299) 1.453 -
Priority invesmment mcome (2)............ 22300 22300 22300 22300 28,852
Cash interest expense. ... (129237) (164.695) (180.456) (180.942) (194.403)
_Noncash interest expense.......ooweee. (33.602) (164) {1.680) (£4,756) (16.288)
Equity in loss of joint venmres.......... (52.718) (6,841} (30,054) (44.349) (46,257
Lc;ss before income taxes,
em'aordmary loss and cumulanive
T effect of change in accounting i
o PIOCIDIE (B)...verveevrrromere e s (121.605) - (99.766) {94.706) (111,759) {122.680)
. Income tax (expense) benefic... - (3.143) (2,74 54715 - .. 2786
- Lbssbetorecxumrdmnryloss c M . PR e
.-and cumulative effect of change - ; ) ' v Lo
" “ifi accounting principles............ (121.605) (102.509) (97448} (106284 (119.854)
-z Extraprdinary loss on early - . : e I LR
- retirenent of debt (0)...veree . - (4386) - (752). ST
Curnulative effect of .
change n accounung for. - . \ . :
~income taxes (b).5:..\7 v (55.500) - (39.660) -l . -
v N::t LOSS -.ees et e st 5(121,605) $(176.,79%) S (187.860)  $(106.284) . ${119.894€)
. Loss per weighted average share _ ) ) ) -
5" of common stock before extra ) B
", ordinary loss and cumulative .
" effect of change in accounting . - -
< PUIGIPIE v oo S (880 S (680} 5 (366 S (@3N S - (456)
Net loss per weighed average -
- “share of common S0k ...—..oocoee e {8.80) (11.68) {10.91) (K5 ) I {356)
‘Cash dividends declared per -
' CoOMMON ShArT oot - - - - oo -
Other Data:

EBITDA (d).crercecmemvecrcvcceicrene. 3 180769 $ 0230 0§ 207936 S 2‘.’5.890‘ $ 247999
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March 31,
1992 1993 1994 1993 1996
Balance Sheet Data:
Cash and cash equivalents ,................5 11173 38.671 5 74075 S S045 $ 10,809
Investment in and amounts
due from (10} Olvmpus (a)......... ... 63972 7.692 9977 11.943 (33.656)
Total as8ets.... e, 925,761 949593 1.073.846 1.267.291 1,333:923
Towl-debt ......coovvonenecncienee . 1354270 1.731.099 1793711 2021610 2175473
Debtnetofcash (c)........ . . .. 1.543.097 1,692,428 1.719.636 2016565 2,164,664
Stockholders” equity (deficiency)... . (713.548) (R6R614) {918.064) (1011575 . (1.128.239

ta) On March 28, 1996, ACP Holdings. Inc.

" ACP™\, 3 whoilv owned subsidiary and managing
ceneral pantner of Olympus Communications. L.P.
COlvmpus™. various Telesa Entives (“Telesat™.
wholly owned subsidarics of FPL Group Inc..
Oivmpus. Adelphia and ceruin shareholders of
Adelphia entered into an sgreement which provided
for a distnbution 1o Adelphia of $40.000 and the
repayment of cerain amounts owed Telesat iotaling
S20LO0N). See ~Management's Discussion and
Analvsis of Financial Condition and Results of
Operations™ for further details. Investment in and
amounts due from Olvmpus a1 March 3. 1996 ure
comprised of the foilowing:

Gross investment in PLP Interests and
general parmers’ equity.... e 3 298,402
Excess of asctibed value of conmbuted

property over mstorical cost.. - (98.303)
Cumulative equity in net loss of O]\mpus . (3595840
Additional investment in Olympus -

net of disributions 65922
Invesimient In Olympus.....co i, v (92.563)
Amounts due from Olympus ... ... 50907

5 (35.656)

(b “Extraordinary foss” relaies (0 loss on the early
retirement of debt. “Cumulative Effect of Change
in Accounting Principle” refers 10 a change in
accounting principle for Clympus and the
Company. Effective January 1. 1993 and Apnl 1.
1993, respectively, Qlvmpus and the Company
adopred the provisions of Statement of Financial
Accounting Standards ("SFAS™} No. 109.
“Accounting for Income Tanes”. which requires an
asset and tabilitye approach for financial
accounting and reporting for income taxes. SFAS
No. 109 resulted in the cumutative recagnition of
an additional liabiline by Olvmpus and the
Company of $39 300 and S59.660. respeciively.

t¢) Represents 1otal debr less cash and cash
equivalents,

(d) Earmings before interest. income laxes.
depreciation and amonization. equity’ in loss of
Ioint ventures. other noncash charges.
exrraordinary loas and cumulative effect of change
in accouniing principle ("EBITDA™. EBITDA
and similar measurements of cash flow are
commonly used in the cable television industny 1o
analyze and compare cable television companies
on the basis of operating performance. leverage
and liquidine. While EBITDA is not an aliemnative
indicator of operating performance 10 operating
income as defined by generally accepied
accounting principles. the Company’s management
helieves EBITDA is a meaningful measure of
performance as substantially all of the Company's
financing agreements coniain financial covenants |
based on EBITDA,



Management’s Discussion and Analysis of Financial
Condition and Results of Operations

1Dollars in thouscands

Results of Operation

GENERAL

Adelphia Communications
Corporation and its subsidiaries

(" Adelphia” or the "Company™)
zamed substantiully ail of iLs
revenues in cach of the [ast three
fiscal vears from monthly subscriber
faes for basic. satellite, premium and
ancillary services (such w
installations and equipment rentals).
locul and national advertising sales.
puay-per-view programming. home
shopping nerworks and competitive
local exchange cammier (*CLEC™
telecommunications services.
Cenain chuanges in the way the
Company offers and charges for
subscriber services were
implemented as of September 1,
1993 under the 1992 Cable Act and
urler the Company’s revised
method of offering certain services,
Sue “Regulatory and Competitive
Maners.”

The changes in Adalphia’s results of

operations for the vears ended
March 31, 1993 and 1996.
compared o the same periad of the
pripr vear, were primarily the result
of acquisitions. expanding existing
cable relevision operations and. for
the vear ended March 31. 1996, the
impact of increused advertising sales
and other service otferings.us well as
an increase in cable rates which
bevame effective October 1, {993,

The high leve! of depreciation und
amortization associaed with the
significant number of acyuisitions in
recent years. the recent upgrading
and expansion of systems and
interest costs associated with
financing activities will continue o
have a negative irpact on the
reported results of operations. Also,
significant charges for depreciuation,
amortization and interest are
expected (o be incurred in the future
by the Olympus joint venture. which
will also adversely impact Adelphix’s
future results of vperations.
Adelphia expects o report aet losses
tor the next several vears.

An 39¢%e owned unrestricied
subsidiany of the Company.
Hyperion Telecommunications, [ne.
Hyperion™\. wogether with its
subsidiaries owns certain
investments in CLEC joint ventures
and munages those ventunes,
Hyvperion is an varestricted
subsidiary for purposes of the
Company s indentures. Excluding
the impact of Hyperion's operuing
results, the Company'’s EBITDA (xee
detinition below) would increase by
ST941.52.138 und 52.254 tor the
vears ended March 31 1994, 1993
and {996, respecdvely. On April 13,
1996. Hyperion reulized gross
proceeds of $175.265 upon issuance
of notes and wwrmants (see “Liquidiny
and Capital Resources ™).

The following table is derived from
Adelphia’s Consolidated Financiul
Swutements and sets forth the
historical percentage relutionship 0
revenues of the components of
operating income conidined in such
tinancial staterneats for the vears
indicated.

Percentage of Revenues for Year Ended March 31,

1994 1993 1956

........ vt 100.0% 10005 100.0%

;. Direct operating and programming............ccoocovormreecrseroem. 28498 29.6% 30.8%.
“x..Selling, general and administrative. ... .. - 16.3% 17.6% 169%
-5 amortization and rate regulAton eXPERSes —.......—.fovere. 35.1% 528% 32.3%
28.0% 27.0% 27.5%
0.0% 0.0% 1.3%
27.1% 25.8% 23.5%

COMPARISON OF THE YEARS ENDED
NarcH 31, 1994, 1995 AND 1996

Revenues.

Revenues increased approximately
13.3¢ for the vear ended March 31
L9935 und t1.6% fur the veur ended

Mareh 31, 1996 compared with the prier

fiscal yeur, The increwses wene
attributable w© the following:

Year Ended March 31,

1995 1996
ACQUISIONS ..o 3198 36%
Basic subscriber growth ... 10% 20%
Rate InCreases ... e oo 0% 20%
Advertising sales and other services...... 3% %
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Effcctive QGaober 1, 1993, cenain
rute nereses relaed 1o regulaed
cable swniees were implemenied in
substndally wll of the Company s
Svstems. No Mg increases were
implemented during the 1995 fiscal
vear. Advertising revenues and
revenues derived from other strategic
service offerings such as paging and
CLEC scrvices also had a positive
impact on revenues for the vear
ended March 31. 1996,

Direct Qperating and
Pragramming Expenses.

Direct operating and programming
expenses. which are mainly basic
and premiwm progranuming costs
angd technical expenses. increased
i8.2% und 16.04% for the vears
ended March 31, 1995 and 1996.
respectively. compared with the
respective prior vears. Such increases
were primarily due to increased
operating expenses from acyuired
syslems. increased programming
coxts and incremental costs
associated with increased
subscribers. Because of regulatory
limilations on the timing ind extent
o which cost increases may be
passed on o customers, operaling
and programming expenses during
the fiscal vears ended 1995 and 1996
have increased a1 a greater
magnitude than comesponding
revenue increases, As a resuht of
recent FCC regulatery rulemaking
decisions. the Company iniends 10
implement a svstematic program of
raie increases 1o reverse this trend.
Cansisient with such program. the
Compuny intends 10 increase raes in
most markets. in accordance with
FCC guidelines. during the second
quarnter of fiscal 1997,

Selling, General and
Administrative Expenses.

These expenses. which are mainly
comprised of costs related 10 system
offices. cusiomer service
répresentatives, and sales and
administratve emplovees. increased
2025 and 7.75C the vears ended
March 31, 1995 and 1996,

respectively, compared with the
respective prior veuns. The incredses
were prinarily duc 1o incremenal
costy axsociatled with acquisitions.
subseriber growth and
implementation of the 1992 Cable
Act and regulations thereunder.
Selling. general and adminismative
eapenses increased as a percentage
of revenues for the vear ended
March 31, 1995, as compared with
fiscal 1994, primarily due to wage
und benefir increases without a
comesponding increase in revenues
as a result of the rate freeze enacied
by the 1992 Cuble Act. For Uw vear
ended March 31. 1996. seiling.
veneral und administrative expenses
decreased as a percentage of
revenues compared 10 the prior year,
primarily due to the favorable fmpact
on revenues of the above mentioned
Oclober 1. 1995 rme increases.

Operating Income Before
Depreciation, Amortization and
Rate Regulation Expenses.
Operating income before
depreciation. amortization and rate
regulmion senlement was $S175.697.
$191.025 and $211.124 for the years
ended March 31, 1994, 1995 and
1996. respectively, The increase for
the vear ended March 31, 1993 was
due primagily to the impact of
acquisitions, offset by cost increases
At a rate greater than increases in
revenues due largehy 10 the above
noted rate freeze. For the vear ended
March 31, 1996, the increase is
aitributable 10 a combination of
acquisitions. an increase in subscriber
rates, internal subscriber growth and
the expansion of advertising and
other non-cable services. partially
offset by increased programming.
generdl and administrative costs.

Rare Regulation Expenses.

The fiscal vear ended March 31,
1996 includes a $5.300 charge
representing management’s astimate
of the 1012l costs associated with the
resolution of subscriber rate
disputes. Such costs include. (i) an
estumate of credits 10 be exiended wo

cusiomers in future periods of upto
S2.500, 13 legal and other cosix
incurred duning the {iscul veur ended
March 31, 1996, and (i) an
estimate of legal und other coas 1o
be incurred associaled with the
uhiimage resolution of this matter.

Depreciation and Amortization.
Depreciation and amonization was
higher for the vears ended March
31. 1993 and 1996. compared with
the respective prior vear. primarily
due 1o increased depreciation and
amortization relied 1o acquisitions
consummated during the veurs
ended March 31. 1994, 1993 and
1996 as well as increased capial
expenditures made during the past
several vears.

Prioriry Inveshnent Income.
Prionity invesument income is
comprised of pavments received
from Olvmpus of accrued priority
retum on the Company's investment
in PLP Interests in Olvmpus.
Prionne investment income
increased during the year ended
March 31. 1996 as compared with
the prior two fiscal vears due o
increased pavments by Qlvmpus.

EBITDA. EBITDA {eamnings before
interesr. income taxes. depreciation
and amortization, equiry in loss of
joint ventures. other non-cash
charges. extraordinary loss and
cumulative effect of change in
accounting principle) amounied to
5207.936. $225.890 and 5247.999
for the vears ended March 31. 1994,
1995 and 1996. respectively. The
increase of §.6% and 9.8% for the
vears ended March 31, 1995 and
1996. compared with the respective
prior fiscal years is primarily due 1o
the acquisition of cable svstems
during the vears ended March 31,
1993 and 1996 and increased
prioriny investment income from
Olympus during the vear ended
March 31, 1996. Increased revenues
and operating expenses for the years
ended March 31, 1995 and 1996,
compared with the respective prior
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vears, primurily retlect the impact of
aeyuisitions consummated during
tiscal (997 and [996. While
EBITDA is not an uliemnative i
pperatify inceme 45 defined by
generally aecepred accounting
principles. the Company’s
management believes EBITDA s a
meuningtul measure of perfomiance
a5 substandally ail of the Company’s
finuncing agreements contain
financi:d covenants based on
EBITDA,

Interest Expense.

Tnterest expense increised
approximutely 7.4% anxl 7.7% for
the yews ended March 31, 1993 and
1996. respectively. compared with
the respective prior yeur,
Approsimately 36% of the increase
tor fiscul 1993 was due 1o addidonul
Truerest cost assovited with
incrementad Jebe related
acquisitions. For the yvear ended
March 31, 1996, interest expense
increased due 1o incremental debe
vutstanding during the period.
parmially offset by a decrense in the
sverage ipterest rale on outstanding
debt during tiscal 1996 compared
with the prior fiscal yeur.
Approximately 27% of the increuse
in interest expense in fscal 1996 as
compared with the poor vear was
attributable t¢ incremental debt
related to acquisitions.  neerest
expense includes non-cash aceretion
of onginal issue discount and non-
cash interest expense totaling
S1.680. 514,736 and $16.288 for the
vears ended March 31, 1994, 1995
und 1996. respectively.

Eguity in Loss of Joint Ventures.
The 2quity in loss of joint ventures
represents primurily (i) the
Compuny s pro rata share of
Otympus’ lusses und the accretion
requirements of Olvmpus” preferred
limited partner interests, snd (i)
Hyperion's pro-rata share of ity less
ity mjority owned partnershios”
opcrtting losses, The ingrease in the
vear ended March 310 1993,
compared with the prior vear. is
primeyily auributable to the impac
of the <ale by Olvimpus of Nonheust

Cuble und lower operating margins
1t Olympus. The increuse in the foss
during the year ended Muarch 31,
1996, compared with the prior veur.
ix due 10 an increuse in the losses of
fertaln investments in the CLEC
business in which the Company is a
Iess thun majority partier patisdly
uifser by improved operating
performance in the Olvmpus
partnership.

Net Loss.

The Companyv reponed nei losses of
3187.360, $106.284 and 5119.894
for the vewrs ended March 31 1994,
19935 and 1996. respectively. Net
loss tor fiscal 1994 included the
cumulative effect of the change in
accounting for income uws by the
Company of $39.660. Excluding the
eftect of this item. net {035 increased
by $8.084 toc tiscal 1993 cumpared
with the prior fiscul year The
increase in net loss in fiscal [993
when compared with fiscal 1994
wus primarily dug (0 an increise in
the equity in net loss of joint
ventures (primarily Qlvmpus) and
higher non-cash interest expense.
partially offset by higher operuting
income. The increase in net loss of
S13.610 in tiscal 996 when
compared with the prior year wus
due primartly 1o un increase in
interest expense and the impact of
rute regularion expenses. partially
offser by increused operating income
and priority invesument income from
Olympus.

Liquidity and
Capital Resources

The cable welevision business is
capitd intensive and typically
requires continual financing for the
cunstruction, modemization,
MAnenanee. expansion and
acyuisition of cuble systems. During
the three fiscal vears in the period
ended March 31, 1996, the
Company comnitted substantial
cupitul resources for these purposes
and For inwestments in Olvimpus and

uther agfiliates and entities. These

expenditures were funded through
long-temm borrowings und. 1o 1 lesser
2xtent. inemally gereruted tunds.
The Compuny’s ability (o generate
Cush 0 meet ity e aeeds will
depend generaliv on {3 results of
openrtions and the continued
availabiline of external tinancing.

Capital Expenditures.

The Compuny has Jeveluped an
innoviative fiber-to-teeder network
architecture which is desivned o
increwse channel capacity and
ninimize future capital
expenditures, while positioning the
Company 1o rke advintage of
future opportunities. Munagement
believes its cupital expendinires
program has resufted in hivher levels
of vhunnef capucity and
addressability in compurison w other
cuble television operators,

Cupital expenditures for the veurs
ended March 31, 1994, 1993 and
1996, were 575,894, 392082 and
STO0.089, respectively. The increuse
in capitl expenditures for fiscal
1994, 1993 and 1996, compared to
each respective prior veur. was
primarily due 1o the acceleration of
the rebuilding of plant using
fiber-to-feeder technology. and
expenditures related to faster than
expected growth of Hyperion,
Munugement expects capital
expenditures for fiscal 1997 o be
somewhat hisher than fiscal 1996
due to the further expansion ot cabie
plant rebuilds and due to furnher
expansion by Hyperon,

Financing Acgvities.

The Compuny's finuncing simtegy
has Deen o maintain is public
long-ierm debt wt the purent holding
companty level while the Company's
consolidated subsidiades have their
vwn senior and subordinated credit
amangements with banks and
insurance companics. The
Company’s ability to generate cash
fadeqiite 1o meet its future needs
witl depend venerally on its resules
of vperutions and the continued
availability of exrermal fnancing.
Duriny the threg-yeur periad ended



March 31, 1986 the Compuany
funded its working capital
reguirenients, capitul espendilores,
and invesunents in Glvmpus il
uther afiilizes wnd entinies lhruui_'h
fong-term borrowings primarity
from banks wnd insuranes
companics. short-lerm borowings,
mtemnally eenermied funds and the
issuiroe of parem conipany public
debt and equiny., The Company
cenerally has funded the principal
and inierest obligations on its
Jong-ierm barrowings (rom buapks
and insurance compunies by
relmancing the principal with new
loans or through the issuanee of
purent company debi securities, ;ind
by paving the interest out of
internallv penermed funds. Adeiphia
has funded the imerest oblizutions
on itx publhic bomowangs fram
intenally sencrated Tunds.

Most of Adelphia’s directiv-owned
subsidinries have their own semuor
credit agreemants wih bapks amifor
insurance companies, Typivally,
bormowings under these aereements
are coluteralized by the stock in
and. in some cases. by (he assets af
the borrowing subsidinn wnd s
subsidiaries and. in some cises, are
cuaranteed by such subsidiany's
subsidiries. A March 31,1996, an
avoregate of S1LUG6.675 in
borrowings was outstanding under
these sureements. These agreemeants
contain certain provisions which.
among ather things. provide for
fimitations on borrowings of and
invextments by the borrowing
subsidizaries, tansactions between
the horrowing subsidiaries and
Adclphia and its other subsidiaries
and aittliates. and the payvmen of
dividends and fees bv the borrowing
subsidianes. Several of these
agresments also contain cenain
cross-defauli provisions relating 1o
Adelphia or other subsidiaries,
These agreements also reguire the
mainienance of certain financial
ratios by the borrowing subsidiaries.
{n addition, at March 31, 1996, un
sprvenuie of S128.000 In
sebordinmed and unsecured

Borremings by Audelphins
aibwdinries was cuistanding under
eredil agreeimenis contidning
limitations wid restriciions stmila wo
those mentioned above. Scc Note 3
1 the Adelphia Commuonications
Comoration Consolidued Financial
Sutements. The Compuny is in
compliance with the financia
covenirnts and related financial rdia
requirements conamned 1n s various
eredit agmeements, based on
operating results for the period
ended March 31, 1996,

At March 31 1996, Adeiphia’s
sabwidisres had an ageregale of
S301.000 in unused credit lines with
bunhs. pant of which i subject 1o
achieving cenain levels of operating
performance. In additon. the
Compuny had an aggregue S10809
in ¢itsh and cash equivalens at
Murch 31, 1996 which combined
wiih the Company's unused credit
lines with hanks ageregiated 100
SELS. The Company has the
ahility 10 pay interexi on its 9 1/2%
Pav-ln-Kind Notes by issuing
additionad notes otaling
approaimately $57.906 in e of
cash imterest paviments through
Februunv 15. 1999, Bused upon the
results of operations of subsidiaries
for the guaner ended Mach 310
1996, upprovimately S219.000 of
available ussets could have been
trunsferred 10 Adelphia w Mareh 31,
1996, under the most restrictive
covenants of the subsidianes” credil
agreements. The subsidiaries alze
have the abilins 1o seil. dividend or
distribute centain assets 1o other
subsidiaries or Adelphia. which
would have the net effect of
increasing availabilinn, At Murch 31,
1996. the Company's unused credir
lines were provided by reducing
revolving credit facilities whose
revolver periods expire through
December 3. 2004, The Company's
~cheduled marurities of debt are
currently expected 1o 101y §127.906
for fiscal 1997,

A March 3101906, the Company's
izl outstanding debr ageregaie

S2075473 which included
SUAMLTUN of parent company deht
and §1.224.673 of subsidiany dob,
Bank debt inserest rmes wre based
upan one or more of the fotlowing
raies at the aprion of Adelphia:
primc mnte plus 09 1o 3%
cenificate of deposit rate plus 1,236
10 2,73 or Euradollartor London
[nterbank Offered) rie plus 1% 1o
2.5%. The Compuny’s weighted
average uerest rate of notes pavable
10 banks and instinutions wis
apprenimiately 8.36% ar March 31,
1996, compared 10 $.33% m Murch
311995, Al March 31, 1996,
spproaimuely 36% of such debt
was subject 1o fixed imerest rates for
al lesst one veur under the tenms of
such debt or applicuble interest rate
SWAp agreements. Approximateiy
63% ol e Company's total
indebredness is ul Nined interest raes
as of March 31, 1996,

Adelphia has entered ime interest
riae swap agreements and interest

rlle cap agreements with banks (o

reduce the impact of changes in
interest rutes on ity bank debt.
During fiscut 1996, the Compuny
received $11.326 upon 1emmination
ol several inierest rate swap
agreements having a stated notienal
prinvipul amount of S270.000. The
amount received will be amortized
as 4 reduction of imerest expense
thraugh November 1998. Also
during fiscal 1996, the Compuny
received $4.900 and assumed- the
oblications as a coumerparty under
cerain interest rate swip agrezmenis
with Olympus. These interest rule
swap agreements have a notional
principal amount of $130.000 and
expire through November 1998,

On July 28, 1993, Adelphia
completed the placement of
S110.000 aggregate principal
amoum of 10 149 Senior Noles
Due 2000 Sertes A. The net
proceeds from this placement were
approximaely $106.961.

On Januare 14, 1902, Adelphia
completed a public offering of
9.132.604 shares of Class A
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Common Stock (the ~Stock
Otfering ™). Of the 9.132.604 shares
of Class A Commen Stock sold in
the Stock Ottering. 3.300.000 shures
were sold 1o the public at 515.00 per
shane and 3,332,604 shares were
sold directiv by Adelphia to
purtnerships controlled by members
ot the Rigas Family. at the public
offering price less the underwriting
discount. Highland Holdings und
Syracuse Hilton Head Holdings.
L.P. ¢"SHHH™) which hold and
conmrol the Managed Systems.
purchased 4.374.433 and 1.438.151
of such 5.332.604 shares.
respectively.

On February 13. 1994, the Company
tssued. in a private placement.
$150.000 uggregate principal
amount of ¢ 1/2%% Senior Pay-In.
Kind ("PIK™) Notes Due 2004,
Series A. The net proceeds from the
& |/2% Notes of approximateiy
$147.000 were used 10 repay
outstanding bank debt of
subsidiuries in order to extend the
scheduled muturities of the
Compuny’s long-term debt. The
Company has the ability 1o pay
interest on its 9 1725 PIK Notes by
issuing additionul notes twtaling
approximurtely 557,906 in licu of
cash inerest payments through
February 13, 1999,

[n May 1994, Adelphia purchased
on the open market $10.000 of its 10
i/4% Senior Notes due in 2000 at
price of 94.3% of face value plus
accrued interest.

On February 28, 1993, ax u put of
the Telesat [nvestment Agreement,
FPL Group inc. ("FPL™) purchased
1.000.000 shares of newly issued
Class A Commuon Stock for S15,000.

Asof March 31 1996, cenain
subsidiaries of the Company had
commitments for a 5690.000
financing wrangement consisting of
1 S340.000 revolving credit Eavility
maturing December 31, 2005 und 1
S1S0.000 e loan Eweility maturing
December 31, 2004, Initial

borrowings during April 1996 of
FARI000 were used primarily ©
repay existing indebedness and for
working capital purposes. The
maximum available under the
revolving credit factiny i3 reduced.
in increasing quanerly amounts.
beginning June 30. 1998 through
December 31, 1003, Borrowings
under the term lean Pacility are
pavable in inseallments. 0 incrensing
yuirieriy amounts. commencing
June 30, 199¢ and ending vn
December 31, 2004,

On April 13, 1996, Hyperiva
completed x private placement 1o
institutionad investors and realized
gross proveeds of $173.263 upon
issuance of S329.000 sgyregiie
principal amount at maturity of 13%
Senior Discount Notes and wurmngs
w purchase an aggrewate of 613,427
common shares of Hyperion. If all
wareants were exercised. the
warnuis would represent
approximately 3.78% of the
common stock uf Hyperion on it
fully difuted basis. The notes wili
not require payment of interest until
October 135, 2001, and may not be
redeerned prior to Aprl 13, 2001,
Hyperion is using the net proceeds
trom the offering to expund its
exdsting markets, 1o complete
construction of new networks, o
enter addinonal murkets, (o repay
cerin indebtedness owed 10
Adelphia. and for working capital
pUTposcs.

Acguisitions.

On March 10, 1994, the Company
purchased a 75% equity interest in
Three Rivers Cable Associates, LP.
(TR for $6.000. Al the
acquisition date, TR served
approximately 15.000 subscribers in
Ohio and approximateiy 3.000
subscribers in Pennsylvania, which
are contigueus with exisung
Compuny owned systems, Adelphia
has also commited (o provide a
fully collateraized S18.000 line of
credi. similar to that which would
be available o TR had it borrowed
sugh monies from a commerctul

bank. At March 31, 1996, there were
oubsianding borowings of 313164
under this agreement.

On March 3101994, Adelphia
acquired from Olympus the rights o
provide altemnuie aceess in i
respective franchise areas and an
inveatment in the Sunshine Network.
L.P. for 2 purchase price or $13.300.
The purchuse price of the assets
resulted in o reduction of amounts
due Adelphia of $13.300. Also. on
March 1. 1994, Adelphia avquired
from ceriain Mansged Partnerships
the Aghts to provide altemnate aceess
in their respective franchise aress for
a purchase price of 514,000,
Additionaliv. on March 31, 1994,
Adelphia purchased real propeny
from Dorellenic und [sknd Partners.
L.P. purtnerships owned by certain
executive otfivers of the Compuny.
tor a torul of SI4.3(2.

On April 12, 1994, Adelphiu
purchised tor $13.000 (i
convertible preferred units in
Niagura Frontier Hockey, LP. {the
“Sabres Partnership™ which owns
the Buffalo Sabres National Hockey
League ("NHL™) Frunchizse.
convertible o & 34€% eyuity interest
and (11§ warranes atlowing Adelphiz
1o increase i interest w 0%,
Adelphia has wiso commiitied t©
advance $12.500 1o the Sabres
Parmership in the form of 1452
convertible capital tunding notes. [n
connegtion with the 512.500
commitment, Adelphia’s convertible
preferred units” return has been
increased 1© 14%, Dunng the yewr
ended March 31, [996. the
Compuny funded $7.681 of the
$12.300 and by April 24, 1996, the
entire $12.300 had been funded.
The Subres Parinership manages and
will receive ailocatons of profits.
losses and distributions trom the
Marine Midland Arera, a new sports
and enterinmesnt twility expected
w be completed by the opening of
the [996-1997 NHL season.
Addelphia believes this investnens
wiil be a competitve advantage in
the Buftul cable welevision nuuker



On May 1201994 Adelphiz invested
S30KH) tor a 20Fe interest in
SuperCuble ALK Intemuional, 4
vable operator in Caricis.
Venezuela, In Aprl 1993, Adelphia
invested $4.200 in Canunmonweahth
Security Svsiems. Inc. in eachange
Toran 8.73% . S4.200 conventible
note and warrants. The note is
convertible inwo a 334 ully-diluted
COIMON equiny imerest on demand.
The warrants entitle Adelphia 1o
acyuire up 10 a 0% fully diluied
cammon equity imterest for an
additionuad SA7(),

On June 16, 1994, Adelphia invested
$34.000 in TMC Holdings
Comaraion (“THC™), the parent of
Tele-Media Company of Westem
Connecticui. THC owns cable
television svstems which. at the
acyuisition date. served
approximately 43,000 subseribers in
western Connecticut. The
invesiment in THC provides
Adelphia with a $30.000 preferred
equiry interest in THC and « 737
NON-VOLINE COMMON eyguity intercst.
with a liquidation preference 10 the
remaining 23S common siock
ownership interest in THC,
Adgiphia has the right to conven
such iMerest to a 735 voling
common cyuity inlereat. with a
liguidition preference 1o the
remaining sharcholders™ 25%
common sock ownership inkerest.
on demand subject 10 cenain
regui:non: approvuls. The
acquisiton of THC was accounted
for using the purchise method of
sccounting. The consolidated
stitements of operations and cash
flows include the operuions of the
ucquired systiem from June 16, 1994
Debr assumed. inchuded in notes
puvable of subsidiaries 1o banks and
instiutions, was $32.000 at closing.

On June 20, 1992, Adelphia
acquired from Obvmpus 836 of the
cammon Mock of Northeast Cable,
Ing. " Northeast™ for a purchase
price of S21.873. Northeast owns
cable television svstems which. at

the wequisition duse, served
approsimiagely 36300 subseripers in
casiem Pennsyivania. Of the
purchise price, ST was paid in
cinh and the remainder resuhed i
decreuse in Adelphia’s receivable
lrom Olympus. The acguisition of
Northeast wus accounted Tor using
the purchise method of accounting.
The consolidated siatements of
operations and cish flows include
the operutions of the acquired
cvsiem since June 30, 1993, Debt
asvuried. included in notes puvable
of subsidiarics 1y hunks and
instituions. wis S42.300 al closing.

On November 8, 1994, Page Calt,
Ihe.. a company 49.9%. owned by
Adelphia, wis o successiul bidder
for three rezional narrawhand PCS
licenses. covering 62% of the
coustiry s population. Page Call,
Inc.. was recently extablished 10
develop a naionwide paging
service. Page Call. Inc.’s aggregate
finul bid fur the three Jicenses was
$32.900. an axmount reduced to
S31.800 due 10 iw “designated
enliny status,

On December 27. 1994, Adelphia
exchanged its existing invesument in
TMIP with 2 Managed System for u
note in the amount of $13.000, No
guin or loss was recognized as a
rexult of this exchange.

On Junuany 10. 1995, Adelphia
issued 399.087 shares of Class A
Common Stock in connection with
the merger of 3 whollv-owned
subsidiary of Adelphia into Oxford
Cublevision. Inc, *Oxford . one of
the Terrv Family cable svstems.
Onford served approximately 4,200
subscribers at the acquisition date.
located n the North Caroling
counties of Granville and Warren.
The acquisiion of Oxford was
accounted for using the purchase
method of uccounting. The
consolidated statements of
operations and cash flows incledz
the aperations of the acguired
syslems »ince January 10. 1995,

Adeiphie assizned the righis to
purchuae the stovk of 1he athier Term
Family cabie sy stems 0 o Managed
Svstem,

On Junuary 31, 1995 Adelphi
acquired Tele-Media Compuany of
Martha's Vinevard. 1P ¢"Marntha's
Vinevurd™) for $§1.775. a cuble
svstem which. at the acyguisition
dite, served approximate)y 7.000
subseribers located in Martha's
Vinevurd, Massachusens. The
acquisition of Martha's Vinevard
wis ateounted for using the
purchase method of accounting.
The consofidated stmements of
operations and cash lows include
the operations of the acquired
svslem since January 31, 1995,

On Apal 12, 1995, Adelphia
acquired cable svstems from Clear
Chunnels Cable TV Company
located in Kimanning. New
Bethlehem and Freepon.
Pennsvlvania, for $17.456. These
svstems senved approximately
10.700 subscribers at the acquisition
dine. The ucquisition of these svsiems
his been accounted for using the
purchase method of accounting. The
consolidated siatements of operuions
and cash flows include the operations
of the acyuired s stems since April
12, 1993

On June 12. 1995 Adelphia
announced the sigming of a
definitive agreement for the
purchase of all of the cable sysiems
of First Caroling Cable TV. L.P.
These svsiems together serve
approximately 34.000 subscribery
located in Vermom and are being
purchased for an aggregate price of
S48.300. which is expected 10 be
consummniited in the second quarner
of fiscal 1997.

On January 9, 1996. Adelphia
completed the acquisidon of the
cable svstems of Eastern Telecom
Corporation and Robinson Cable
TV. Inc. These svsiems served
approximately 2+.000 subscribers at
the acquisition daie located in
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western Pennsyivania und were
purchased for an agyregae price of
3000, The seguisition of these
systems has been weoounted for
using the purchase methud of
aceeuniing. The consolidated
stalements of operations und cash
tlows include the operations of the
acquired svstems sincedunury Y, 1996,

On April L. 1996, Adelphia
purchased the cuble elevision
operations ot Cuble TV Fund 11-B.
Lid. trom Junes Intercable. This
CATV sysiem wis agyuired for
334,000 and served approimately
39,700 subseribers at the acguisition
date in the New York counties of
Erie and Nitgara.

Olympus.

During the veurs ended Masch 31,
(994 and 1993, the Compuny made
net investments in and advances to
Clympus totaling 52.235 und
$1.966. respectively. Such
investmenss und advances provided
funds o Olympus tor capital
expenditures, for the repayment of
debr,and for working capital.
Dusing the vear ended March 31.
1996, the Company received net
distributions and advances from
Olympus toling $43.599. Duray
the veurs ended March 31 1994,
(993 and [996. the Company
received priority investment income
from Olympus of $22.300. 332,500
and S28.832, respectively.

On February 23. 1995, Olympus
entered into a Liquidation
Agreement with the Gans Fumily
" Gans™. un Olympoes fintited
purtner. Under this Liquidation
Agreement, Gans agreed [©
exchange their redeemable timired
parmer interests in Olvmpus for the
remaining 135 of the common
stock of Northeast held by
Otympus. Concurmently with the
closing of the Liguidation
Agreement. ACP Holdings. Inc.

1 ACP a wholly owned subsidiary
of Adelphia und managing generul
pariner of Olvmpusy. Olvmpus.
Telesat and certain shareholders of
Adelphia entered into an invesiment

agrement 1ihe “Telesur [nvestunent
Agrzzment) whereby Telesat
contributed w Ohympus
substantiadiy Wi of the ussets
wsciuted with certuin vuple
elevision svsems, serving
approximuely 30.000 subscribers in
southen Florida, in exchange for
senerd] and limited partner inleresis
ot 35, Senior Limited Partner
{"SLP™ interests of 520,000 and
SH LX) of newly issded 16.3%
preferred limited partner 1"PLP™

nieresis.

Privr to the Telesat [nvestment
Agreement. Olvmpus had
vbligasions 1 Adelphia for
intercompany advances. redeemable
PLP inerests wnd aeerued priority
rerum on redeemable PLP interests.
[ conjunction with the Telesat
Investment Agreement. Adelphiu
contributed 349 974 of the
intercampaty advances, 331100 of
the existing redeemuble PLP
inerests wnd i of the then existing
acerued priorty retum on the
redeemable PLP interests to general
partners’ equity (deliciency).
Adelphia then exchunged ity
remaining redeemuble PLP interests
tor 3223.000 of new PLP inferests.
Alsw, Senior Debit {as detined in the
Telesat Investment Agreement)
owed by Olympus to Adeiphia of
SH0.000 remained vutstanding after
consurmmation of the Telesat
Invesiment Agreement. Afier this
trunsaction Adelphia holds a 305
votinyg interest in Olympus with 2
Telesat substdiary as its only other
voting partner in Olympus.

Managed Partnerships.

On Seprember 29, 1993, the Bourd
of Directors of the Compuny
authorized the Company to muke
founs in the furure 1 the Managed
Purtnerships up to wn amount of
S30.000. Duriny the vears ended
March 30 1994, 1995 and 19496,
the Compuny mudle advanees in the
et armount of 37828, $10.028 and
$14.539. respectively. o these and
other reluted parties. primarily for
caplial expendimres and working
vapital purpases.

i . 1

On Quteter b, 1993, Adeiphi
purchased the 1277 pretzmed Class
B Limited Parnenhip Interest in
SHHH for 313538 from Robin
Mediz Group, un unrelated party,
SHHH s a joint venture of the
Rigus Famiiy und Tele-
Communivaions. lne.. whow
interests in SHHH are junior o
Adelphius.

During fisead 1993 the Company
sold its investment ia TMIP 0
SHHH ror 313800, Cn Junuary 3,
1993, a wholly owned subsidiary of
Adelphia received a 320.000)
preferred invesiment from SHHH w
Factlitate the acquisiton of cuble
properties.

Resources.

The Company plans o conrinue
explore and consider new
Cormmitmients. UTaNgeMents or
transactions © refinnee existing
debl. inurease the Company's
liguidity or decreuse the Company '
leverzge, These could include.
amony other things. the future
issuance by Adeiphi or s
subsidiaries. of public or privite
equity or debt und the negotiution of
new or amended credit facilies.
These could wso invivde entering
into SCyuisitions, juint veneues or
other investment or finaneing
activities, although oo assuranee can
be wiven that any such gangactions
will be consummuted. The
Cumpany’s ability 1o borrow under
current credit facilities and w enter
into refimuncings and new financings
is fimited by covenants contined in
Adlelphia’s indentures wnd s
subsidiaries” credit agreements.
inctoding covenunts under which the
ability to incur indebtedness i in
paut a Burietion of applicuble matios of
il debt to cush tlow,

During euach of the years ended
Mareh 31 1993 and 1996, the
e in vapital expenditunes wl
aceounts pavable was primaily
atributed o the companies aequined
and an inerense in e level of
axpenditures for aew technology
el rebuild avtivity.



The increase i accrued nterest wwd
uther tiahililies resulied from the
deterrzl of the vuin from tie
IeAminAINn oF COrin interest rale
S-\\'ll.p,\.

The Company believes thar cash and
cash-equivalens, internadly
generned funds. borrowings under
existing credit facilities. and future
finuncing sources will be sufficient
to meet its shon-enm and long-lerm
liquidity and capital requirements,
Although in the pust the Company
has been able to refinance its
indehtedness or obliin new
financing. there cun be ne assurance
that the Company will be able 10 do
¢ in the futre or that the ierms of
such financings would be favorable,

Management believes that the
elecommunications indusiry,
including the cuble welevision and
ielephone industries. continues 10 be
in a perind of consolidation
churacienized by mergers, jont
venures, acguisitions. sales of all or
pan of cable companies or their
as<els, and other pannering and
invesiment ransuctions of various
structures und sizes involving cabte
or other 1ejecommunications
companies, The Company continues
10 eviluale new opponunities tha
allow for the expansion of its
business through the acquisition of
additional cable ielevision svstems
in peographic proximity 1o its
¢xisting regional markets or in
locations thar can serve as a basis for
new market areas. The Company.
like other cable television
companies, has panicipated from
time o 1ime and is panticipating in
preliminury discussions with third
parties recarding a variery of
poteniial mansacions, and the
Compuny has considered and
expects 1o contnue 1o consider and
explore potential rransactions of
varjous vpes with other cable and
telecommunications companies.
However. ne assurances cin be
given as 10 whether any such
trunxuction may be constmmated or.
if so. when,

Recent Accounting
Proncuncements,

Statement of Finuncizl Accounting
Standards £7SFAS™ No. 109,
“Accounting for Income Taxes.”
reguires an assed and Habiliny
approach for finuncial accounting
und reporting for income taxes.
Effcetive April 1. 1993, the
Company adopted the provisions of
SEAS No. 109, The adopticn of
SFAS No. 109 rexulied in the
cumubmive recognition of an
additional lability by the Company
of S89.660.

SFAS No. 121, "Accounting for the
Impairmen of Long-Lived Assets
and for Long-Lived Assets to Be
Disposcd Of.” establishes
accounting standurds for assessing
the impainnent of leng-lived assets.
certain idemtifiable inangibles. and
soodwill related 10 those assets 1o be
held and used and for fong-lived
assets and cerain identifiable
intungibles ta be disposed of.
Effective January 1. 1994 and April
1. 1994, respectively. both Olvmpus
and the Company adopted the
provisions of SFAS No. 121 The
adoption of SFAS No. 121 did not
materially affect the financial
stutemnents of Ohmpus or the
Compam.

INFLATION

[n the three fiscal vears in the period
ended March 31, 1996. inflation did
not have a significant effect on the
Company. Periods of high inflaicn
could have an adverse effeci 10 the
exien that increased borrowing
costs for floating-rate debt may not
be offset by increases in subscriber
rtes. At March 31, 1996, after
civing effect to interes! rate hedging
agreements, approximately S778.375
of the Company’s total debr was
subject to floating interest rues.

OLyMPLS

The Company serves as the
managing general parmer of
Olvmpus and. a< of December 31,
1693, held S3 of voting general
parmership interesis representing. in

@
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the agrrege, 5% of the varing
interests of Olvmpus, The Company
also held. as of December 31, 1995,
S251.083 weeregaic principal
amount of nonvoting PLP imerests
in Olvmpus, which entitle the
Company 10 4 16.5% per annum
prioAy retum. The remaining eguiry
in Qlvmpus consists of voling und
non-voling parmership interests held
by subsidianes of FPL.

2Iou

On February 28. 1995, Olvmpus
cnicred into a Liquidation
Agreement with the Gans family
(“Gans™. an Qlvmpus limited TS
purtner. Under this Liquidation
Agreement. Gans agreed 10
cxchange their redeemahble limited
panner interests in Qlvmpus for the
remaining 13% of the common
stock of Northeast held by Olvmpus.,
Concurrendy with the ciosing of the
Liquidation Agreememt. ACP.
Olvmpus. Telesal und cenain
shareholders of Adelphia enicred
into the Telesat [nvestiment
Agreement wherebny: Telesat
contributed 10 Olympus substantially
all of the assets associated with
certain cable television svslems.
serving approximately 30.000
subseribers in southern Flonida. in
exchange for general and limited
purtner iaterests of S3. Special
Limited Partner ("SLP™) inierests of
S20.000 and S112.500 of newly
issued 16.5% PLP interests.

i

On March 28. 1996. ACP. Telesat.
Olvmpus. Adelphia and cenain

Shareholders of Adelphia entered

into an agreement which amended
cenain aspects of the Olympus
Parmership Agreement. The
amendment provides for the
repavment of cenain amounts owed
to Telesat 1otaling $20.000. the
release of cenain obligarions of
Telesar 10 Olympus and the
reduction of Telesat's PLP and
accrued prioriny retum batances by
F20.000. The amendment further
provides for 2 S40.000 dismibution
10 Adelphia as a reduction of its PLP
imerests and accrued priorine return. '



These repavments and diseibuiions
were made on March 29, 1996 and
were funded through intemally
venerzied funds und advances from
an argiliage,

The Olympus limitad partnership
sgreement requires approvil by ihe
hotders of 83% of the votiny inrerests
tor. among other things, signifivant
seyuisitions and dispositions of
assers. und the issuance of certuin
partnership interssts. and wso
requires approval by the holders ot
73%E of the voting inerests for,
umong other things, material
amendments o the Olvepus
parmership greement, Certiin
fnancings and refinancings, cermin
issuances of PLP interests. certain
ransactions with related parties and
the adoption of annual budgets.

On April 3. 1993, Olympus aoquired
afl ot the cuble and security systems

ot WB Cuble Assuciuges. Lad. ("WE
Cuble™s which. w the acquisition
daee. servad 2000 cauble und
securits monitoring subseribers for u
purchase price of 382.000. WB
Cuble provides cable services from
one heudend and securiry

moniroring services rom one
location in West Boea Raton,
Floridu, OF the purchase price.
ST7.0080 was paid in cash and
33,000 wus puid in Adelphia Class A
Common Stock. The acquisition was
accounted tor under the purchase
method of actounting. and was
financed principally through
borrowings under an Olympus
subsidiury's eredit agresment.

On Mav 12, 1993, certain Olympus
subsidiaries entered imo u 473000
revolving credit facility with severul
bunks. maturing December 3,
2003, The proceeds at closing were
used to repay existing bank debt. At

SUPPLEMENTAL FINaANCIAL Data For OLyMeus

Devember 3, 1993, 336,000 of
unused commiments was availuble.
On Januury 3. 1996, Olvmpus
acquired all of the southewst Florida
cuble svsiermns of the Leadership
Cuble division of Fuirbanks
Communicaiions. fne.. which. ut the
acyuisition Jate, served
approximately 30.000 cuble wnd
securny moniwring subsenbers tor a
purchitse price of $393.300. The
purchase price consists off 330.000 in
cash and u ~eller note due Devember
3. 1997 wotaling 333,300 plus
acerued interest, The cush portion of
the auquisition price was tinanced
through borrowings under an
Olvmpus credit agreement.

The foilowing tuble is derived from
the Qtympus Communications. L.P.
Consolidated Financial Staerments.

Year Ended December 31,

1993 1994 1993

Statement of Operations Jata: ]
REVETUES e e e 9 §9.099 3 93421 5 120968
Business intermUpHOn fevenue . ........ ..o oveceecercereerennnne 9347 1.037 -
TOUAL ..ottt et ens s e e 93.646 94,438 120968
Cperating income before depreciation and

AMOTHZAOM o .1ovvec e ceerenascanrsrts et —eoesrasemseermesanes oon 35,195 47,079 33228
Depreciation and amOMZAHON ... .o 37240 36.703 31,953
OpeTaig MICOME. ... .o reeereemeemeeeecemercessrnaes e erracreeiees 17.935 16376 20275
INEETest €XPENSE. ... .ccoeeeeem e vt ceimeremiere (23 T0) (32.262) (36.718)
NNEL 088 oo serremn e seeneenns < (F0, T (21.023) (19391)
Balance Sheet Data:
Toral assets ........... BSOSO URRODRO, T . 1.+ < X | 5375985 5 533909
Total long-term debt ...coov e cemtcvireceicee 308263 314.069 $19.809
Limited partmers” inferests ... ooeovceeecens coirircsieene 281101 231986 396,630
Other Financial Data:
Capital expenditufes .....ccomees . L N 5 13816 S 21498
Operueing margin (2} ooreeverennens o 56.0% 45.8% H.0%

(2) Percentage representing operating income before depreciation and amorntization divided by tota revenues.



CoseartsoN OF YEARS Exben
DEcEMBER 31, 1993, 1994
AND 1995 - OLyaees

Revenues.

Towl revenues for twe veur ended
December 31. 1994 declined 4.2%
from the prior vear. The decrease in
reveriues in | 944 as compared with
1993 was due 10 the sale of
Northeast in June 1994, parually
offset by the positive impact of the
South Dade rebuiid from the effects
of Hurricane Andrew and subscriber
erowth. For the veur ended
December 31. 1995, revenues
increased 28.1% from the prior veur
which primarily reflects the impact
of the acquisitions of Teleswt und
WB Cuble during 1995 coupled
with the positive impact of rate
increases implemented effective
Ociober 1. 1995 and the intemal
growih of subscribers,

Operating Income Before
Depreciation and Amortization.
Far the year ended December 31,
1994, operating income before
depreciation and amortization
decreased 14.7% as compared with
the prior vear. The decrease was due
10-increased operating costs with no
corresponding increase in rates due
1o.the FCC ruic freeze. the impact of
the sale of Northeast and the decline
in business interruption insurance
revenue, For the vear ended
December 31. 1993, operating
income before depreciation and
amortization increased 1315 as
compared with the prior vear. The
increase was primarily due 1o the
increased operating income provided
by the Telesa and WB Cable
acquisitions. partially ofiset by
increased programming cosis and
incremental costs asseciaied with
increased subscribers,

Operating Income.

For the vear ended December 31.
1994, operaiing income decreased
by §7.379 10 $10.376. The decrease
wax due 10 reduced business
intermupdion insurance revenue. the
above noted FCC rate freeze impact

and 1he effect of the Nonheast sule,
For the veur ended Decernber 31
1993, operating income increased by
S10.899 10 821275, The increase
was primariby due 1o the incremental
operating income of acquired
svsiems. the Telesa and WB Cuble
scquisitions. the positive Impact of
the rale increuse discussed above
and lower depreciation and
amortization.

Interest Expense.

For the vear ended December 31.
1994, imerest expense increased
9.5% primarily due 1o hisher
average rates ousstanding on deb
panially offset by the reduction of
debt from the sale of Northeast. For
the veur ended December 31, 1995,
interest expense increased 13.8%
primarily due 10 the higher level of
debi outstanding.

Net Loss.

Olvmpus reponted net losses of
S70.744. 521.025 and $19.391 for
the vears ended December 31. 1993,
1994 and 1995, respectively. The
decrease in net loss in 1994
compared to the prior vear was
amributable to the absence in 1994 of
the impacs of the change in
accounting for income tanes of
$59.500 which was recorded in
1993, offset by lower operating
income for the period. The decline
in net loss in 1995 compared 1o
1994 is primarily due to the
increused operating income of
acquired svstems. partiatly offset by
increased programming costs and
incremental costs associated with
increased subscribers.

REGULATORY AND
COMPETITIVE MATTERS.

The cable 1elevision operations of
the Company mav be adversely
affected by changes and
developments in governmental
reoulaiion. competitive forces and
lechnelogy. The cuble television
industry and the Company are
subiect to extensive regularion at the
federdl, swte and local levels, Many
aspects of such regulation are

currently the subject of judicial
proveedings and adminisiniive or
fegislatve proceedings or propesals.
On Cetober 5, 1992, Congress
passed the 1992 Cuble Aci. which
significantly expands the scope of
reculution of cenain subsceriber rues
and a number of other maters in the
cuble industry. such as mundaory
carriage of local broadeast stations
and retransmission consent. and
which will increase the
adminisirative costs of complying
with such regulatens. The FCC has
adopted rate regulations thas
esthlish. on a sysiem-bv-svsiem
basis. maximum allowable rates for
(i) basic and cable progrumming
services (other than programming
offered on a per<channel or per-
program basis), based upon a
benchmark methodology. and (i}
associaled eguipment and
instaltation services based upon cost
plus a reasonable profit. Under the
FCC rules. franchising authorities
are authorized to regulate rates for
basic services and associaled
equipment and installation services.
and the FCC will regulate rates for
reculated cable programming
SeTVICES in response to complaints
filed with the ageney. The 1996 Act
ends FCC regutation of cable
programming service tier rates on
Murch 31. 1999, The original rale
regulations became effective on
September 1. 1993, Amendments 1o
the rate regulations became effective
May 15, 1994, Further amendments

were adopted on November 10, 1994,

The original rate regulations
required 3 reduction of existing rates
charged for basic services and
regulated cable programming
services io the greater of (i) the
applicable benchmark level or (i)
the rates in force as of Seprember
3Q, 1992, reduced by 10%. adjusted
forward for inflation. The amended
regulations generally require a
reduction of up to 17 percem from
ihe raies for reeulated services in
force as of September 30. 1992,
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rdjusted forward for infsion und
vertan other factors, Rure redections
are not reguired w0 the 2xtent thur
cuble-operator 4t ils option elects w
use wl aliematis e Jost-af-envice
methedology und shows that rues for
busic and cable programming servives
arz prvanuble. Retunds with inrerest
will berequirad @ be puid by cable
operators whe are reguired © reduce
regulated rates. The FCC has reserved
the night o reduce or increwse the
benchmarks it his estublished. The rae
eeulations will also lmic tuture
increases in regulited raes w an
inflation-indexed amount plas
increases in c2rinn vosts such as es,
franchise fees, costs wsociuted with
specific franchise requirements and
inereased programming cosis, Cost-
pased adjustments 1o these capped
rates can also be made in the event 2
vzble operator adds or deletes channels
ar completes @ significant system
rebutid or upgrade, On November (U,
1994 the FCC udopted un aliemative
mithod for adjusting the rates churged
for 4 cable progrumming services tier
when new services are udded. This
will ullow cable operators 10 increase
ratey by as much as $1.50 overa owo
veuwr period to retlect the addition of up
1 six new chunnels of service on cable
pragramming service tiers. [n addition,
A W Programiming ter cun be
created. the e fur which would not
be regulared as long as cenain
conditions are met. such as not moving
services from existing tiers o the new
one, Because of the limitation on rate
increases for regufated services. future
revenue growth from cable services
will rely to a much ureater extent than
has been rue in the past on increased
revenues from unregulated services
and new subseribers than from
inereasey in previously unfegulated
riles.

The FCC has adopted reculutions
implementing all of the reyuirenients
o the 1992 Cable Act. The FCC s
alsa ftkely to continue w modity,
clanty or reling the mte regulations.
In addition, litigation has heen
instiwted challenging vadious porions
of the 1992 Cuble Act und the
rlemnaking provecdings including the
mute revubations, The (996 Act
deregulites the rates for cuble

programming ervives on Murch 31,
{9, Adeipiua cannuort pradict the

ehiest i the [Y96 Acton i
mulemaking proceedings or chianges o

the rate revulutions.

Effevtive September [ 1993 us u
reault of the 1992 Cable Act. Adelphia
repuvkuyed cernin existing fable
services by adjusiing rates for busic
service and introducing a rew methad
of offering cerain cuble servives.
Adelphia adjusted the busic service
rates and reluted equipment and
installution rues i sll OF i3 syvstema in
order for such rates o be in
compliangs with the spplicable
benchimuck or equipment wnd
installatun cost levels. Adelphiy wso
implemented a program in Al or its
svstems valled “CableSelect” under
which most of Adelphia’s satellite-
delivered programming servives are
now offered individuuliy on u per
chunnel busis, or 48 & Froup A a price
of approximately 137 w0 0% below
the sum of the per channet prices uf all
such services. For subseribers who
elect 10 customize their chunnel lineup.
Adeiphis will provide. for a monthly
rental fee, an electroniv Jevive lucaed
on the cuble line vutside the home.
erabling 4 subscriber’s wlevision w
receive only those chunnels selected
by the subseriber. These bavic service
rate adjustments und the CableSelect
program have also been implemented’
in afl systems managed by Adelphia.
Adelphia believes CableSelect
pravides increased prognimming
choices to (s subscribers while
providing flexibility 1o Adelphiato
respund o future changes in dreas
such @y customer demand and
proyRUTUMINg.

A letler ot inquiry. one of at feast 63
sent by the FCC o numerous cable
pperators. was received by an
Olvmpus svstem reganding the
implementation of this new method of
oftering services, Olvmpus responded
in writing w the FCC's inquiry. On
November 13, 1994, the FCC relewsed
amended ruley under which, ona
prospeciive bisis, any a lucane
puackige will be treated as o regubuted
lier. except for packages nvolving
premium services. Adso, ot November
I8, 1994, the Cuble Services Bureau

o the FCC issved 2 devision holding
that e ~CablzSeizer” prowren was an
svaston ol the me fzguliions wid

arderad his puekage o be Traed s

regulutzd tiern This dewision. wnd all
sther letiers of I0QUITY Jechsions, dere
principaily decided on the number of
PrOgramming ~2n iogs moved from
regulred dem o 7l oane” packuves.
Adelphiu i sppeatled this deelzion w
the full Cununission which afimed
the Cabie Serice Bureau's devision.
Adelphin hay soughe reconsidertion of
the dectsion.

Cermain wiher 2able wlevision
companies that utlized u b carte
puckuges huve recently reached
settlementrasolution widh the FCC on
this f5sue, Adelphii believes that in
vigw of thiy zapericnee with other
aperators, resolution o these
differences is possible, consistent with
the term and comditions of thowe
curlier reyolutions. Accordingly, resulls
ut uperaiions for the fiscal veur ended
March 31, 1996 include u 33,300
vharge represenling munagement's
extimate of the ] coss weociied
with the resolution of this matrer, Such
<osls include, t an estimate of credits
uy be extended to customers in future
perivds of up o S2.700, (i) fegal and
uther costs incurred dusing the (seul
veur ended March 31019496, and iy
an estimate of legal and other custs ©
be incurred assovidted with the
ultimate resolution of dis matter. At
March 31, 1996 53,300 of the churge
1o eamings remained as an estimate or
tutune costs 10 be incurred o resolve
this mutter. While Adelphia cannut
predict the uitimate vutcome or ettect
of this micer. manayement of
Adelphia does not expect the ultimate
ourcome of this marter to have a
malenal adverse effect vn Adelphian’s
financiil position and results of
aperations. Also. no wsuranee can be
ven s to Wil other future acrions
Conyress. the FCC or ather regulutory
authurties may ke o the eftects
thereof an the Company. The
Company is currently unable w predict
the effect that the amended
rezulitions, fuiure FCC treatment of
“ula carte” packages or viher fure
FCC rulermuking proceedings will have
an its Pusiness amd resulls oF openitinns
in future perinds,



Cuble television companies opere
under Mnehises grmied Iy loval
autharitics which are sehjec? 10 rencwal
and renegotiation from time o lime,
Beviuse such frunchises are generally
non-cxclusive, there is o potentisl Jor
compelition with.the sy sems from
ather operilon of cabie television
svatems, including public svstems
operated by muonicipal frinchiving
authorities themselves, and from ather
distribution svsiems capuble of
defivering television programming to
bomes. The 492 Cable Act and the
TYI6 Act contain provisiens which
encouryge commetition from sach other
sources, The Company cannot predict
the exient w which competition will
manerialize from ether cahle welevision,
opcralors, jocul welephone compunies,
other distribution sy slems for delivering
ielevision programming 1o the home. or
other paweniil competiton, o, if such
compelition matenalizes. the exiem of
its eficer on the Comypany.

FCC rules heretofare permitted local
ielephene companies 10 offer “video
dithone™ service for video programmiers,
including channei capuciny 1or the
cartiage of video programming und
Cerain non-common carrier activities
such as video processing, tlling «nd
collection und joint marketing
agreements. On December 13 1992,

New deeses Bell Tefephone Conspany
tikeed an upplicaion wal the FCC 1o
openite & ideo diadlne” senice in
parthons of Dover Counry, New Jersey.
in which the Compuny senves
approaimately 20000 subseribers, The

FCC approved the application on July

8. 1994, The Company has appealed
this-decision 10 the U.S. Court of
Appeats for the Distrct of Columbia
Thix ciase s presenudy peruding,

The 19986 Act repealed the prohibition
on focd eachunge ielephone ovehange
compinies iLEC™) from providing
video programming direails 10
cusiomers within their local exchange
arcas other than in rural areas or by
specilic waiver of FCC rules. The (996
Act stlse snhorized LECS 10 operate
“open video svstems” OVET without
obutining  locul cable franchise.
ulihough LECs eperming such @ sysiem
can be required Lo mahe payments 1o
locad govemnmenta] hadies in lieu of
cable franchise fees. Where demand
exceeds cupucity, up 10 two-thirds of 1he
channels on an OVS must he svailuble
1o programmens unaffilimed with ihe
LEC. The statute states that the OVS
scheme supplants the FCC's “video
dislione™ rules. bul existing
apthorizalions ure grandfathered. Once
the FCC has proemulgated rules 1o
implement ihe OVS concepl. however,

New Jersey Bell will presunuibly funse
the epnon of convermng i video
diahone nushorizanon 1o an OVS
authorzation.
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Direet broadeass suellive °DBS™)
service becume availuble 0 consumers
during 1994, A single DBS satellite cun
provide more than 100 channels of
progranming. DBS service can be
reecived vinually anvwhere in the
Uniled Stales through the instatizuon of
w amall outdoor antenna. DBS service is
being heavily marketed on a nation-
wide husis. The extent 10 which DBS
will he conpetitive with cable sysiems
will depand on the cominued
svailabiling of receplion equipment and
programming @ reasonable prices o the
COnsumer.

The Company cannot predict the
ullimate outcone of the video dialtone
proceeding. However, the Company
helicves that the provision of video
programming by telephone companies
in competition with the Company’s
existing operations coudd have an
adverse effect on the Company s
financial condition and resuls of
operations. Al this ime. the impact of
anv such effect i< not known or
estimable.

INDEPENDENT AUDITORS’ REPORT

Adelphia Communications Cenporarion;

We have sudited the accompanying
consoliimed balance sheets of Adelphia
Communications Corporation and
subsidiaries as of Murch 31, 1995 und
1996. and the reluted consolidared
statements of operations, siockholdens
equity rdeficiency 1 und cash Nows for
euch of the three vears in the period
ended March 31. 1996, These tinanciul
saements are te responabilite of the
Comprny’s maagement. Our
responsibiline is 10 express un opinion
on the financial sialements bused on our
audits.

We conducied our sudits in neccerdance
with geperully accepied suditing

stundards, Those sandards reguite tun
we plan and persorm e sudil o obiiin
redsdngble waurance sboui whether the

financial atements are free of maierial
missiatement. An audit includes
eramining. on 4 es busis, evidence
supporting the amounts and disclosures
in the financial stslements. An audit
lso includes assessing the accounting
principles used and significant estimates
made by manugement. as well as
evaluating the overall financial stutermemt
presentation. We believe that our audits
provide a resonuble basi< for our
opinion.

In outr opinion. such consolidmed
finuncial statements present Tuirly. in all
material respects. the financial pesition
of Adelphiz Communications
Caorporaion and subsidiaries st

Marzh 311995 and 1996, and the
results of their operations and thelr cush

tflows for each of the three »ears in the
period ended Muarch 31, 1996 in
eonformiry with generally accepled
sccounting principles.

As discussed in Nowe 7 o the
consoliduted financiul stalements.
erfective April 1, 1993, the Conipany
changed s method of accounting for
INCOMeE 1anes.
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Adeiphia Communications Corporation and Subsidiaries

Consolidated Balance Sheets

CDeflars Ty siousaeds, excenr poer sBdre amotls
[; &

March 31

19935

1996

ASSETS:

Cable television systems. at cosL net of accumulated
depreciation and amortizaton:
Property, piant and eqUIPMERL.. .o.vemrrecens teenrserinnieeen cevsrrenennrsnen 3 3 15403
Inangible assets ... 346116

360376
368.89%

ir

TOWE e o

Cash and cash cqui\'a]:nts vt eeeeteetesiasas sets e serebrane st esaanne b et eranere 5045
[nvestmenis .. - : rvere s e 43.968
Preterred cquuw invesmment in \fldﬂd!cd Pmnershlp ............................. 13.333
Subscriber receivables - ael .. e 20433
Prepaid expenses and other assets - net ., 48,332
Relared party invesmments and rec:wnblc:. £ R, 61.634

1128.274

(0.309
68.147
18,333
13803
32638
30.894

Total v, USRS PURUOPUOORORUNS. S g -} juc ) |

S 1333923

LIABILITIES AND STOCKHOLDERS’ EQUITY (DEFICIENCY):

Nutes pavable of subsidiaries to banks and instimtions ... ... . 3 1086330
12 1/2% Senior Notes due 2002 e SO0000
10 /4% Senior Notes due 2000 ... Y9011
11 7/3% Senior Debentures due 2004 ... 123,470
9 7/2% Senior Debenwres due 2005,.............. rveeereereessrmense it 127,994
9 1/2% Senior Pay-In-Kind Nowes due 2004 ... v 164370
Accounts payabfc .. 42872
Subscriber advance paymems and dcposms et e e 16,494
Accrued interest and other HabilIEs ... T e e e 87,751
DeferTed INCOME LIXES ... ereseseerrsr s sseoneeesssiesssnserssmnssennrsmmnnnee 110,139

S 1.224675
400.000
99.138
124,502
128,118
180357
13.663
66,668
14.706
99,106
106.209

TOUAL HABUES - o erae ey eeersrecrerenmmeriecasaneeeeva s semmesecseneseesvesesncnrere aak d e DO

1462.162

Commitments and contingencies (Note 4)

Swockholders equity (deficiency):
~ Class A Common Stock. 3,01 par value. 50,000.00¢ and 200.000.000
shares authorized, respectively: 14.506,691 and 15,364,009 shares
ouistanding, respectvely......._.... et ees 149
Class B Common Stock. $. Ol par value 235 0000005!1m
authorized and 10,944 476 shares outstanding ... o
Additonal paid-in capial ... L%
Accurmulated defiCit. s e L1 323023

154

109
S
(1342917

Tuel stockholders” equity (deficiency) . ..« ceevcvceeee. . - (LOEL3T3)

(1.128.23%

Tod ... OGP UPROUOTUPRORPR. J oL sy Jocs )|

S 1333923




Adelphia Communications Corporation and Subsidiaries
Consolidated Statement of Operations

tdedlyes in eaeands. cxcept per siare g

Year Ended March 31.

[B_ioue{,u@__m.,_-_‘

1994

1995

1996

L T LU OO O TRRPR JE 4 £- X § - 5]

$ 3613505

S 303597

Operating expenses:
Direct operating ang Programming..........o.cocooere 90547
Selling. general and administrative.. 52.801
Deprecianion and amorizanion......... .ccoveeceee. 89,402
Rate megulalion, . oo e

106.993
63.487
97.602

124.116
68.357-

11,03v
5300

TOLL .. e 232,750

268.082

308,804 -

OPerating MCOME.....ccooirie oo e crevienreersne s 86.295

93423

54,793

Other INCOME (EXPENSE ) ewv s e eteeecareienrin
Irerest income from affiliates 9.188
Priority invesument income from Olympus................. 22.300
{182,136}
Equiry in loss of joint vemures......ccoceeev oo (30.054)

1.2
1,453
22300
{195,658)
(44349

10623

78,852 .
(210.661) - -
(46,25T)

<] OSSO SUOPRROR | £ 2 11,01 )

(205.18D)

(217.473)

Loss before income taxes, extraordinary loss

and cumulanve effect of change in

BCCOUNHNE PHINCIPIE....ovreerre ceresenmmemeneinesessrenees (9706}
Income tax {expense) benefit o (2.742)

(111.759)
5.475

(122,680)
1786

Loss before extraordinary loss and cumulative
effect of change in accounting principle......occovvinnr. (97.448)
Extraondinary loss on early refirement of debi.... (752)
Cumulaiive effect of change in accounting for.... .
INCOME TAXES ... vverreeeamrerscraiens s oesien s s b ons

{89.660)

(106.284)

(119.894)

INELIOBS oo et st e emr s e {187,860

5 (106284}

§ (119.894)

Loss per weighted average share of common

stock before exgaordinary loss and cumulative

effect of change in accounting principle......... ........5 {5.66)
Exwaordinary loss per weighted average share on

earhy retirement of debl. ..o e
Cumnulative effect per weighted average share of

change in accounting for income taxes.. ... (5.21)

{0.04)

) (+.32)

s (4.56)

Net loss per weighed average share
Of COMMON STOCK - oo cvrerins —ooermersismnreerrereee e (10.91)

5 {4.56)

Weighted average shares of
common siack outstanding (in thousands) ... 17.221

23628

26305

See notes 10 consohidated financial statermentes.



Adelphia Communications Corporation and Subsidiaries
Consolidated Statements of Stockholders’ Equity (Deficiency)

eDusikgrs b onsandsi

Cluss A Cluss B Additional Stockhelders’
Common  Common Paid-in  Accumufated Equity
Stock Stock Capital Deticis (Deficiency)

Balance, March 31. 1993 . .. ... .5 H 3 109 3 60112 5§ (923879 5 (363.614)
[ssuance of Class A Common
Stock on January 14, §994 . 91 - 135.872 - 155.963
Excess of purchase orice of
acquired assers over
predecessor owners' hook
value .. it et o e iais e - . {17.333) - (17353
Net loSS.co.. oo - - (187.860} (187.360)
Balance. March 31, 1994 . ... 133 109 198.431 (L116.739) (518.064)
[ssuance of Class A Common
Stock on fanuwary 10, 1995 . ... 4 - 3.388 . 3.592
[ssuance of Class A Common
Stock on February 28, 1995........ 10 - 14,851 - 1-+.861
Excess of purchase price of
acquired assets over
predecessor owners” book
VAU oot e - - (3.680) - {5.680)
NEUIOSS ... oovvrerervens e = - - (106,234 {106.284)
Bulz_lr;ce. March 31,1995, 149 109 211,190 (1223023 (1.011.375)
[ssuance of Class A Common
Stockon April 3, 1993 .. 5 - 4,995 - 5,000
Excess of purchase price of
acquired assets over
predecessor owners' book
O P R - - (L770) - {L.770}
NELIOSS ... oo - - - (119.894) (119,894)
Balance, March 31, 1996 ... ....§ [54 S 109 244405 30342917 5(1,128.239)

See notes to consolidated financial statements.



Adelphia Communications Corporation and Subsidiaries

Consolidated Statements of Cash Flows

1 eflars wn thensands)

Year Ended March 31.

1994 1995 1996
Cash flows from operating actjvities:
Net loss... e e 3 (187860 & (106.284) S (119.8%54) -
Adjumnems 10 reconc:le net loss to net :
cash provided by operating activities:
Depreciaion ............ooocovvvveccveeeveceersss e 56,370 66.064 70.890 -
Amortization ...................... 33,032 31.538 40.141
Noncash interest eXpense ... ooes veecreecereeinienns 1.680 14.756 16.288
Equity in loss of joint ventures_ ... ... 30.054 44349 46.257
Rate regulation ...........ccome.cn - - 2,700
Extraordinary loss on debl retirement .. ... 752 - -
Loss on disposal of property.... 1.051 - -
Cumuiative effect of change in accounting
for income raxes.. - 89.660 - -
Increase (decrease) in deferred income 1axes.
net of effects of acquisitions... 2061 (5.975) (3.930 ~ -
Changes in operating assets and hablhnes net of o
effects of acquisitions and divestitures:
Subseriber receivables. ..o {155) (478) (3.370) .
Prepaid expenses and other assets o oo (16.288) (21.152) (14.465)
Accounts payable............ 5871 14.789 23,796
Subscriber advance payments and deposus (1,134} 699- (1,788)=
Accrued interest and other liabilities........... 11.858 10.630 7.662
Net cash provided by operating activities... ... cceoeiuiis . 26.952 +8.936 64.287
Cash flows from investing activities: .
Cable television svsiems acquired ... eevveeremenmmeriereee (21,681, (70.256) {60.804)
Expendimures for property. plant ancl eqmpmem - (75894 (92.082)  (100.089)
Investments irt other JOING VENTUIES ...o...veerceves cinvemrenereeens (8.890) (38.891) (24.333)
Preferred equity investment in Managed Parmership.....  (18,338) - -
Amounts invested in and advanced to Olympus
and related parties.... SRS TOY (- & WL %3] (46.046) {4.236)
Alternate access rights aequlred SR ¢ 0.0 - -
Net cash used for investing activities ..o (197.088) (247.273)  (189.462)
Cash fiows from financing activities:
Proceeds from debi .. . 744,770 155.314 273.508
Repayments of debt... mrereenemnmserenremmnnee . (090,232) (38.107) {138.694)
Costs associated with dcbt ﬂnar’u:m‘7 (4.961) (2.759) (3.873)
Issuance of Class A Common Siock ... - 155.963 14.861 -
Net cash provided by financing activities... e mersnneennen205.540 129.309 130.939
Increase (decrease} in cash and cash equivalents 35404 (69.030) 5.764°
Cash and cash equivalents. beginning of vear....... 38.671 74.075 5.045
Cash and cash equivalents. end of vear ... o oes 74075 8§ 5.045 S 10.809-
Supplemental disclosure of cash flow activiry -
Cash payments fOr IMETESE ..o oS 178840 8§ 193206 S 198.369

See notes 10 consolidated financial statements.
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Adelphia Communications Corporation and Subsidiaries
Notes to Consolidated Financial Statements

cGotiars pe drowands, eacess pov share

1. The Company and
Summary of Significant
Accounting Policies:

The Company and Basis
Sfor Consolidation

Adelphia Communications
Comporation and subsidiaries
1~Adelphia’’) owns. operates and
munages cable television systems
and other related
elecommunications businesses.
Adelphia’s operations consist
primarily of seliing video
programming which is disiributed
& subscribers for a monthly fee
through a network of fiber optic
and countul cubles. These services
are oftered in the respective
franchise areas under the aame
Adelphia Cuble Comimunications.

The consolidated fnanciad
statements include the accounts of
Adelphia and its more thun 30%
owned subsidiaries. All significant
intercompany accounts and
transactions have been eliminated
in consolidation.

During the years ended March 31.
1993 and 1996, Adelphia
consummarted several acquisitions.
euch of which was accounted for
using the purchuse method,
Accordingly. the financiul resules
of each acquisition have been
tnciuded in the consolidated
results of Adelphia effective with
the date acquired. A description of
the acguisitions is provided below,

On June 16, 1994, Adelphia
invested 534.000 in TMC Holdings
Corporution ("THC™). the parent
of Tele-Media Company of
Western Connecticut. THC owns
cahle relevision svstems which. ag
the agyuisition date. served
approximately 43,000 subseribers
in western Coenecticut. The
investment in THC provides
Adelphia with a 330,000 preferred

[ T AN

2quity interest in THC and a 75
Non-voling COMMOnN equity interesL.
with a liquidadon preferznee to the
femaining 236 common stock
ounership inierest in THC.
Adelphis huy the right 1o vonvert
such interast to a 73 % voiing
Common cyuity interest. with 2
liyuidation preference to the
remaining shareholders™ 23%
COOHTIHT stuck gwnership interest.
on demund subject w certain
regulatory approvals. Debt
assumed. included in notes pavible
ol subsidiuries tw banks and
institutions. wus 332,000 at closing.

On June 30, 1994, Adetphia
acguired from Olympus 33<2 of
the commwn stock of Northeast
Cuble. Inc, ("Northeast™ for a
purchase price of 331875,
Northeast pwns cable wlevision
systems which. at the acquisition
date. served approximately 36.500
subscribers in custern Pennsylvuniy,
Of the purchase price. S16.000 wus
paid in cush and the remainder
resulied in a decrease in Adelphia’s
receivable tfrom Olvmpus. Debt
assumed. included in notes pavable
of subsidiaries 1o banks und
institutions, was 542,300 W closing.

On January 10, 1993, Adelphia
issued 399,087 shures of Class A
Common Stock in connection
with the merger of a2 wholly-
owned subyidiury of Adelphia ino
Oxtord Cablevision, [ne.
t"Oxford™). one of the Terry
Family cable systems. Al the
acquisition dute. Oxtord served
approximarely 4.200 subscribers
fucated in the North Carolina
counties of Granville and Warren.

On January 31, 1995, Adelphin
scquired a magoriiy eyuity
pusition in Tele-Medin Company
of Martha's Vineyurd. L.P. for
311,775, 2 cuble svstent which. at
the auquisition date, served
approximare!y 7.000 subscribers

fovated in Martha's Vineyard,
Massuchusetis,

On April 12, 1993, Adelphia
acquired cuble svstems from Clear
Chunnels Cuble TV Compuny
locaied in Kittanning. New
Beshlehem and Freeport.
Pennsylvania for $17,+36. These
syatemis served approximately
10,700 subscribers at the dake of
acyuisition,

On Januarv 9, 1996, Adelphia
complesed the acsjuisition of the
cable svstems of Eastern Telecom
Corpuration and Robinson Cable
TV, In¢. These sy slems served
approaimaiels 24,000 subscribers
at the aeguisition date located in
western Peansylvania and were
purchased for an ageregnie price
of 543,000,

Investment in Qlympus Joine
Venture Partnership

The tnvesiment in the Olypus
joint venture parnership
comprises both lintited and
general pariner inferests. The
generil pariner inierest represents
2 30% voting interest in Olympus
Communications, L.P. {"Qlvmpus™
and 13 being accounted for using
the eyuity method. Under this
methed. Adefphia’s investment.
initially recorded at the historical
cost of contributed property. is
adjusted tor subsequent capital
conrributions and its share of the
losses of the partnership us well as
its shuare of the accresion
requirements of the partnership’s
interests, The mited pariner
interest represents a preterred
interest (CPLP interesis™ entitled
t & UH. 30 anuad retati.

The PLP interests are nonvoting,
are senior W elaims of gertain
other panner interests. and
provide for an annual privrity
return ot 16535,



Olympus s nob reguired to pay the entire 16.3% return corrently and
priovivy retarn on PLP inieresis is recognized a8 income by Adelphiv
when received. Comespondingby, equity in nes Toss of Olvimpus
exctudes accumuluted unpaid priority returny (see Nowe 21,
Subscriber Revenues

Subwcriber reveaues are recorded in the month the service

is provided.

Properiv, Planf and Equipment

Property, plant and cquipment are comprised of the following:

March 31,
1995 1996
Operating plani and equipment...... § 786,917 S 863.957
Real estate and improvements ... 30,453 51.147
Suppor equipment............ ... 28342 30076
Construclion in progress - .o 72,026 105.158
938.638 1.050.338
Accumulated depreciation... .. ... (4X0.233) (489.062)
3 518405 3 560376

Depreciation i computed on the siraight-line method using cstimated
useful fives of 30 12 vears for operating plani and equipment and 3 1o
240 vears for support equipment and buildings, Additiens 1o property.
piam and equipment arce recorded a1 cost which includes amounts for
muterial. applicable kabor and overhend. and interesi. Capitalized imerest
amounted 0 ST.343, §1.736 and S1.766 for the vears ended March 3.
1994, 1995 and 1996, rexpectively,

[mangible Assets

Intangible axsets. net of sccumulated amomiznion, we comprised of the
folicwing:

March 31.
1993 1996
Purchused franchises. ... .5 193239 S 265985
Goodwill e 38.805 38377
Non-compete agreements. ... .. 13493 11.240
Purchased subscriber lists 267 33298
§ 346,116 S 56R.89%

A portion of the uperecaie purchuse prive of cable refevision sy stems
acquired hus been allocsied 1o purchased franchises. purchased
subscriber ligis, goodwiit and non-compele agreements. Purchused
franchizes and goodwill are umortized on the siraight-line method over
20 veurs, Purchased subscriber lisis are smonized on the sirgighi-line
method over periods which range from 3 10 10 years. Non-compele
agroements are amonized on the sipzight-line methed over their
coptrzcival Hves which ruape fram < 0 12 vears. Accunulzted
mpertization of iniangible aswers amounmed 1o $107.912 and 5137.012
ap March S 1992 and 1996, respectively,

Caslr and Cash Equivalents

Adelphiu considers all highly
liguid investments with original
nruurities of three months or less
16 be cash cquivalens. Interest on
liquid invesuments was $2.02(h
51,250 and 51.839 for the vears
ended March 31, 1994, 1995, und
£906. respectively.

Investments

The equity method of accounting
is generally used 10 uccount for
investments in affiliates which are
grauter than 20% but not more
than 5% owned. Under this
method. Adetphia’s initial
invesiment is recorded at cost and
subsequently adjusted for the
amount of its equity in the net
income or losses of 1is affiliates.
Dividends or other distributions
are recarded as a reduction of
Adelphia’s invesiment.

Invesimenis in affilizles accountied
for using the eguity method
generaily reflect Adelphia’s equiry
in their underlving assets,

Investments in entities in which
Adelphia’s ownership is less than
20¢ and investments greater than
20% in which Adelphia does not
intluence the operating or
financial decisions of the entiry
are generatly accounied for using
the cost method. Under the cost
method. Adelphia’s initial
investment is recorded wt cost and
subsequently adjusied for the
amouni of {18 equiy in net income
or losses of the invertee only 1o
the exient distributed by the
imvesiee us dividends or other
distributions. Dividends received
in excess of camnings subseguent
1o the date the invesimen was
mude are recorded as reductions of
the cost of the invesiment.

|12!OL|\9L|!@~—-J



The balance of Adelphia’s investnents is us follows:

March 3.
1993 1996
Investments accounted for using the equity method:
Gross investment:
Alternate access ventures S 13764 3 28754
Page Call, Inc. 6.915 HNEY
Other 2.347 300
Cumularive equity in net losses (1,433 (6.314}
Total 24.068 33027
Invesnments accounted for using the cost method:
Niagara Frontier Hockey, L.P. 15.000 22,681
Commonwealth Security. Inc. 4.200 4200
SuperCuble 3.000 3
Other 2,700 4.168
Total 24900 34.220
Total investments S 43.968 5 638,147

On Apnl 12, 1994, Adelphia
purchased for SE3.000 (1)
convertible preferred units in
Niagara Frontier Hockey. L.P. (the
“Sabres Purtnership™ which owns
the Butfalo Sabres Nationul
Hockey League ("NHL™Y
Franchise. convertible o a 4%
equity interest amd (i) wamnts
allowing Adelphiu to increase its
interest to W}z, Adelphia has also
commitied 10 advunce 512,500 10
the Subres Partnership in the form
of 145 convenible capiial tunding
notes. n connection with the
512,500 commitment. Adelphia’s
convertible preferred units’ reum
has been increased 1o 14%. During
the vear ended March 31, 1996, the
Company tunded 37,681 of the
512,300 and by April 24, 1996, the
entire 312,500 had been funded.
The Sabres Puartoership manages
and will receive allocations of
protfits. losses and distributions
from the Marine Midland Arena. o
new sports and cntertaitment
Facility expected 1o be completed
by the opening of the 1996-1997
NHL season. Adelphia belicves this

investment will be a competitive
advantage in the Butfulo cable
television market.

Subscriber Receivables

An allowuanee for doubtlul accounis
of $3.303 and 51.216 has been
deducted from subscriber
receivables at March 3§, 1993 and
1996, respectively. The decrease in
the allowznee for doubiiul tecounts
as of Mearch 3 1. 1996 resulted from
a chunge in procedure for writing
otf doubttul accounts. This change
had no effect on bud debt expense.

Amuortization of Other Assets and
Debt Discounts

Deterred debt financing costs.
inciuded in prepaid cxpenses and
other ussets, and debt discounts, a
reduction of the camyving amount of
the debt, ure amortized over the
tertnt of the related Jdebt. The
unamonrtized amounts included in
prepad expenses ind other assets
were $23.353 and S23.274 w
March 31, 1995 and 1946,
respectively.

Asset [mpairments

Adelphia pertedically reviews the
currying value of its long-lived
aysels for impairment whenever
evenls ur changes in clreumstiances
indicare that the carrying value of
ussets muy o be recoverable.
Measurement of any impadnnent
would include 2 comparisan of
estimaied fufure operaiing cash
Hows anticipated 1o be generatcd
during the remaining fife of the
assets with their curmying value. An
impunnent loss would be
recognized as the umount by which
the carrying value of the dssets
exceeds their fuir value,

Noncash Financing and
{nvesting Activities

Capiral leases entered into dusing
the veur ended March 31 1994
totaled $7.136. There were no
muaterisf copital leases entered into
the veurs ended March 3, 1993
and (996, Relerence is made to
Notes 1. 203 and ¢ for deseriptions
of additional non-cash tinuncing
and investing activities.



Derivative Financial Instruments
Net sertlement amounts upder interesi
rite swap sgreements are recorded s
adjustments 10 interest eapense during
the peried incurred,

Use of Estimates in the
Preparation of Financial
Statements

Thie preparation of Ninancisl staiements
in conformity with generally accepted
accounting principles requires
management (o make estimates and
assamptions that affect the reponed
amounts of assets and Tabtliies and
disclosure of contingent asscts and
liwhilities at the dule of the Tinancial
statements and the repaned amounts of
revenues and expenses during the
reponing period. Actual results could
differ from shose estimates,

Reclassification

Cenain 1994 and 1995 amounis have
been reclassified for comparability with
the 1996 presentation.

2. Related Party
Investments and
Receivables:

The foliowing 1able summarizes the
investments in and receivables from
Olvmpus and reluted pasties:

March 31.

1995 1996
Invesament
in Ohmpus .............. S (48.688) S (93563)
Amounts due
from Olvmpus........... 60.631 39907
Amounis due from
other related
parties - nel............ 19.691 64.550

5 61634 S 30894

Amounts due trom other
related parties - net represent
advances to tfrom) Managed
Purinerships (see Note 94 the
Rigas fumily (principal
shareholders and officers of
Adelphia) and Rigas fumily
controtled cntities. No related
party advances are
collaterahized.

On February 28, 1995, ACP
Hodings, Inc. ("ACP™). 2
whollv-owned subsidiary of
Adelphia. and the managing
2eneral pariner of Olvmpus.
certuin sharcholders of
Adetphia. Olympus and
various Telesal Entities
(“Telesut”"). whollv-owned
subsidiaries of FPL Group.
Inc., entered into an investment
agreement whereby Telesat
contribuied 1o Olympus
substantially all of the assers
associated with certain cable
television systems. serving
approximately 50.000
subscribers in sputhem Flarida.
in exchange for general and
limited paniner interests and
newiv issued preferred limited
panner interesis in Olympus.
Prior 1o the Telesai Investment
Agreement. Olympus had
obligations 10 Adelphia for
intercompany advances.
preferred limited pariner
¢"PLP™ interests. and prioriry
return on PLP imerests. In
conjunction with the Telesat
Invesiment Agreement.
Adelphia convened a portion
of the intercompany advances.
a portion of the existing PLP
interests and all of the existing
accrued priority retumn on the
PLP interesis. 1o capital
contributions. At March 31,
1994, 1995 and 1996. Adelphia
owned $276.101. S123.000 and

Interests. respectively.

On March 28, 1996, ACP.
Telesat, Olympus. Adelphia
and certain sharehelders of
Adelphia entered into an
agreement which amended
vertuin aspects of the Olympus
Pannership Agreement. The
umendment provides for the
repavment of certain amounts
owed 10 Telesat tmaling
£20.000. the release of cenain
cbligations of Telesar 1o
Olympus and the reduction of
Telesat’s PLP and accrued
priority rerurn balances by
$£20.000. The amendment
further provides for a $40.000
distribution 10 Adelphia as a
reduction of its PLP interests:
and accrued priarity retum,
These repayvments and
distributions were made on
March 29. 1996 and were
funded through imernally
generated funds and advances
from an affiliate.

On March 31. 1994, Adelphia
acquired from Qlvmpus the
nghis to provide aliernate
3CCess in its respective
franchise areas and an
investment in an unaffiliated
parmership for a purchase
price of $13.500. The purchase
price of the assets resalied in a
corresponding reduction of
amounts due Adelphia. The
$15.400 excess of the purchase
price over Olvmpus” hook
value has been recorded by
Adelphia as an additional
investment in Qlvmpus.

The major components of the
financial position of Olympus
as of March 31, 1995 and
1996. and December 31, 1994
and 1993. and the results of
operations for the three months
ended March 31, 1995 and
1996 and the vears ended
December 31. 1994 and 1993
were as follows:
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March 31, December 31,
1995 1995 1994 1993
(Unaudited)

Balance Sheet Data:
Property. plant and equipment 11 SO S 181.705 $ 221381 3 154298 S 203129
Total assets .. . 425813 625243 73.983 333909
Notes pavable to banks 298.309 314.300 24010 419.000
Total liabilites ... oo 411,299 706.239 383,104 332,433
Redeemable hmn.’ed and PLP Intcresta — — 281.986 —
Limited partners’ interests............ccoeree. . 337,500 334290 — 396.630
General partners’ equity

(deficiency ). oo (342.991) (435.291) (494,103 (13078
Income Statement Data:
Revenues. ... v v .3 259130 3 39.083 5 94438 $ 120968
Operating income 349 3.265 16,376 21.275
Net loss... (3.497) (2.843) (21.02% (19.391
Net loss of uenera[ pzmm:rs arter

prionty retun and

accretion requirements. ..o (22.224) (20.067) (83.833) (32.749)

On October 6. 1993, Adelphia
purchased the prefered Class B
Limited Partnership [nterest in
Syracuse Hilton Head Holdings,
L.P. ("SHHH"™). a Managed
Parmership. for a price of 313.333
from Robin Media Group. an
unrefuted party. SHHH is « joine
venture of the Rigas Family and
Tete-Communications. [nc. ("TCLM
and owns systems managed by
Adelphia. The Class B Limited
Partnership Interest has a preferred
return of {4% annually which is
pavable on a current basis at the
optien of SHHH, und is senior in
priority to the partnership interests
of the Rigas family and TCI.
Priority rerumn on the preferred

Class B Limited Partmer [nterest in
SHHH totaled 52.634 and 32.643
and is included in revenues for the
veurs ended March 31, 19935 and
1996, respectively. SHHH is
obitgated to redeem the Class B
Limited Parmership Interest
between June H, [996 and
December 31. 1996.

{n Seprembxr 1993, the Board of
Directors of Adetphia authorized
Adeiphia 1o mike [oans in the fature
1o the Managed Parmerships up o
an amount of 330.000. During the
year ended March 31, 1994,
Adelphia made loans in the et
amount ot $13.000 1o SHHH. 10
facilitate the acquisiton of cable

wlevision systems serving Paim
Beach County. Florida from
unrelated parties. During fiscal vear
19935, Adelphia sold its investment
in TMIP o SHHH for $13.000. On
January 31, 1993, 4 whoily owned
subsidiary of Adelphia received u
S20L000 prefemed iavestment from
SHHH w fucilitate the ucquisition
of cubie properties from Tele-Media
Compuny of Defaware.

3. Debt:

Notes Payable of Subsidiaries to
Banks and (nsntutions

Notes payable of subsidiaries o
banks and institutions are
comprised of the following:

LE’-— R - e P March 31,

e - - 1995 ‘ 1996
"’Credn agreements with banks payable through 2003 _
(we:ghu:d average interest rate 8.16% and 7.51% - :

&1 at March 31, 1995 and 1996, rcspccnve[y)_.___ e 3 38:0.25G $ 758975
.. 7.10.66% Senior Secured Notes due 1996 through 199!1 ..................... s 250000 245,000
A '; 9.95% Senior Securéd Notes due through 1997-7.0.0. ... et 9,600 . 3,200
10, .80% Senior Secured Notes due: 1996 through 2004.......... +5.000 36.000
="10.50% Senior Secured Notes due 1997 through 2000 16,000 16,000
9 73% Senior Secured Notes due 1998 through 2000 ocovccnees 37.500 37.500
- £710.25% Senior Subordinated Notes due 1996 through [998 72.000 56.000
% .11.85% Senior Subordinated Notes due 1998 through 2000................... 60,000 £0.000
L1,13% Senior Subordinated Notes due 1999 through 2002 ................. 12.000 12.000
1.086,330 S 1224675

s : ‘ S




The amoont of borrewdigs
availahle 10 Adelphia under its
revolving credit apreements is
eoncrally based upoen the
subsidiaries achieving certuin
levels of operaling performance.
Adelphia hud commitments from -
banks for additienal berrowings of
up 10 $3Q1.000 a1 March 31, 1996
tincluding the effecs of ihe
refinancing and the acquisition of
cable operations discussed in Noe
11} which eapire through 2003.
Adefphia pavs commitment fees
of up to 3% of unused principal.

Borrowings under most of these
credit arrangements of subsidiaries
are collaterabized by a pledge of
the stock in their respective
subsidiaries. and. in some cases.
by assets, These agreements
slipulate. among other things,
limitations on additional
barrowings. invesimenis,
rransaciions with affiliates and
other subsidiaries. and the
puyment of dividends and fees by
the subsidiaries. They alse require
maintenance of cenain financial
ratios by the subsidiaries. Several
of the subsidiaries” agreemenis.
along wiih the notes of the parens
company. conlain cress defaolt
provisions, At March 31, 1996
approximateiy $219.000 of the net
assels of subsidiaries would be
permitied to be transferred 10 the
parent company in the form of
dividends. priority return and
loans without the prior approval of
the lenders based upon the results
of aperations-of such subsidiaries
for the quarter ended Mareh 31,
1496, The subsidiaries are
permitied 1o pay fees 10 the parent
company or other subsidiaries.
Such-fees are limied 10 a
percentage of the subsidiaries’
revenues.

Bank debr interest rates are based
upon.ong or more of the following
rates at the option of Adelphia:
prime rate pius 0% to 1.5%:
cenificale of deposit rate plus
1.23% 10 2.75%: or L.IBOR rate

plus 14 1a 2545, At Muarch 51,
1993 und 1996, the weishied
average inierest rale on neics
pavuble 1o banks and institulions
wis 9533 and 8.30%.
respectively, The rates on 36% of
Adelphia’s notes pavable 10 banks
and institutions were fired for at
least one vear through the terms of
1he notes or interes! rate swan
agreements,

12 1/2%¢ Senior Notes due 2002

On Mayv 11, 1992 Adelphia issued
at face value 10 the public
S400.000 aggregate principal
amount of unsecured 12 1/2%
Senior Notes due May 15, 2002,
Inierest is due on the notes semi-
annually, The nowes. which are
effectively subordinated 1o all
lizbitities of the subsidiaries.
contaim restnctions on. amaong
other things. the incurvence of
indebiedness. mergers and sale of
assets. cerain restricled payments
by Adelphia. investmens in
affiliates and certain other affiliate
transactions. The notes further
require that Adelphia mainiain a
debt to annualized operating cash
flow ratio of not greater than §.75
to 1.00. based on the latest fiscal
guarier. exclusive of the
incurrence of S50.000 in
addiniona) indebredness which is
not subject 10 the required ratio.
Adelphia may redeem the notes in
whele or in part on or after Mayv
15. 1997, at 106% of principal.
declining to 100% of principal en
or after May 13, 1999,

10 1/4%¢ Senior Notes due 2000

On Julv 28. 1993, Adetphia issued
S110.000 aggregare principal
amount of upsecured 10 1/4%
Senior Notes due July 2000,
fnterest 1s due on 1he notes semi-
annually. The notes which are
effectivelv subordinated io all
f1abilities of the subsidiaries.
contain restrictions and covenants
similar to the resirictions on the
12 1/2% Senior Notes. The notes
are not callable prier (o the

mzrurity duie of Julv 13, 2000,

During fiscal 1993, $10.000 of

notes were retired through open
marke! purchases.

11 7!8% Senior Debentures
due 2004

On September 10, 1992, Adelphia
issued 10 the pubtic S125.000
aggregale principal ameunt of
unsecured 11 7/8% Senior
Debentures due Seplember 2004,
Interest is due on the debentures
semni-annuatly. The debentures.
which are effectively subordinated

1o all liabilities of the subsidiares.

contain restrictions and covenants
simitar 1o the resirictions on the
12 1726 Senior Nowes. Adelphia
may cedeent the debentures in
whale or in part on or after
September 15. 1999, a1 104.5% of
principal. declining 1o 100% of
principal on or afier September
15. 2002.

9 718G Senior Debentures
due 2005

On March 11, 1993, Adelphia
isued 9 7/8% Senior Debentures
due March 2003 in the aggregule
principal amount of $130.000.
Interest on the debenwures is
pavable semi-annually, The
debentures. which are effectively
subordinated to ali liabilities of
the subsidiaries. contain
restrictions and covenanis similar
10 the resirictions on the 12 1/2%
Senior Notes. The debeniures are
not redeemnable prior e the
maturity date of March 1. 2005:

9 1/2% Senior Pay-In-Kind
Notes due 2004

On February 13. 1994, Adelphia
issued S130.000 aggregate
principal amoum of unsecured

9 1/2% Senior Pav-In-Kind Notes
due February 2004. On or prior 10
February 1999, all interest on the
notes. which is due semi-annually.
may at the option of Adelphia be
paid in cash or through the
issuance of additional notes
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valued at 1% of their principal
amount. The aotes wili beur cash
interest from February 1999
through matwrty. The notes which
are effrctivaly subordinute (o all
liabilities of the subsidiaries
vonmain restricrions and covenanis
similar © the 12 /2% Senior
Notes, Adelphia may redeem the
notes in whole or in part on or

The marurities of debt listed above
have been adjusied 1o reflect
changed mamurity dates resulting
rfrom repayment of cenain debt
during April 1996 from burrowings
under a new credic facility (see
Note Vb, Management inlends (o
fund its requirements for maturities
ot debt through bormowings under
new and existing credit
amangements and intemally
generited funds, Changing
conditions in the financial markets
muy huve an impact on how
Adelphia will retinance its debt in
the furure.

Interest Rate Swaps and Caps
Adelphia has entered into interest

after February 13, 1999,
113,365 of principul, declining w
10% of principal on or after
February 15, 2002

13% Senior Subordinated
Notes due 1996

On February 14, 1994, Adelphia
redeemed all of the 139 Senlor

Subordinated Notes for 1007 of
the S100.000 weereyate principal
amount.

rafe swap agresment: and interest
e cap gyreements with banks,
Olvmpus and Munaged Entities to
reduce the impact of changes in
intersst rates on its Jebt. Several of
Adelphia’s credit arrangements
include provisions which reguire
interest rute protection for 4 portion
of its debt, Adelphia enters intg
pay-fixed agreements to effectively
convert 4 portion ol its vartable-rate
debt © fixed-rate debt to reduce the
risk of incurring higher interest
costs due 10 nsing interest raws,
Adelphis entens into receive-fixed
sureemenis (o effectively converta
portion of its fixed-rate debt o 2
variable-rate debt which is indexed
10 LIBOR rates w0 reduce the risk

Maturities of Debt

Muaturittes o debt for the 1vs
sears aiter March 31 1996 are 2s
follows:

1997 $127.906
1998 ners
1999 162791
g
o

of incurming hivher interest costs in
periods of falling interest rafes.
[nterest rute cup agreements are
used 0 reduce the impact ol
increasey in interest raes on
varuble rate debt. Adelphia s
exposed 10 credit Joss In the event
of nonperfonnance by the bunks,
by Olvmpus or by the Managed
Entities. Adelphia does not expect
any such nonperformunce. The
roltowing table summarizes the
notional amounts outstanding and
weighted averige interest rate duc,
bused on variable rates in effect m
March 31, 1995 and 1996, for all
swups and caps which expire 1996
through 1998,

March 31,
1993 1996
Pay Fived Swaps:
gJogional BIMOUAL crrveer e rms e e ennrmessenennsensrer e 9 396,000 $ 416000
L AVETAZE TECEIVE TRLE ..o T eememece 6.19% 5.68%
Y IAVETgE PAY R Lo e 1,507 7.94%
. -:—k{ceive Fived § n:&ps:
 NOHONA AMOUNL . .oeeeeeseeneeoes s oo S 406,000 S 108,300
+ . T AVErage reCeive FAUE .....coocurrrrvmnsrrrrnr s 67198 6.66%
2o AVETAZE DAY FALE oo eeiescmene et s s e 6.30% 3.74%
“Interest Rate C. aps:
NOTONAL AMOUNL L. oo oot caes s semenesberenas - 5 350000
AVETAZE CIP LA oot e rievceres oo resermescmstor st - 9.00%



During liseal 1990, Adelphia
received S11520 upon terminuation
o several interest rale swap
agrecmenis havine o stated
notionul principal smount of
S27h00l, The amowni reccived
will be smosiized us a reducion of
interest expense through
November F9OS0 A¢ Muarch 31,
1996. the unamontized balance is
S10.037. Akso during fiseal 1996.
the Company received 54.900 and
assumed the obligatiens as a
counterpurty under certain interest
rale swap agreements with
Olvmpus, These inlerest rate swap
agreements have a national
principal woent of $1000 wnd
expire through November 1998,

4. Commitments and
Contingencies:

Adeliphia rents office and siudio
spave. [ower sitex, and space on
utility poles under leases with @rms
which are generally fess thin one
veur or under sgreemenis that are
eenerally cancelabic on shon
nedice, Total rental expense under
all operating lewses aggregated
SRO8R. S4.3560 and 83,687 for the
vears ended March 2], 1994, 1995
and 1996, respectively.

In connection with centain
obligutions under franchise
agreemenis. Adelphiz obtains
surety bonds cuaranieeing
performance o municipalities and
public wtitivies. Pavment is
required onls in the event of
nonperformance. Adelphia has
fultilled all of 1ts oblizmions such
thatl Ac pavments under surety
bonds huve been reguired.

As of Fuly 1, 1993, Adelphia
adopied a program to self insure
for casualiy and business
interruption insurance, This
program is part of an agreement
between Adelphia und each of is
subsidiaries in which Adeiphia
will provide insurance fo7 casualiv
und business interruption claims
of up 10 10,000 and $20.000 per
clzim. respeoiively. jor each

subsidiars of Adeiphia, These
risks were previousiy insured by

culside purties.

On June 12, 1995, Ade!phiu
announced the signing of 4
defintibve xgreement for the
purchase of all of the cahie
svsiems of First Carolina Cable
TV, L.P. These svstems together
serve approximaely 34,000
subiscribers locuted in Vermom
and are being purchased for an
agerecale price of SIRS00. The
acquisition. which wili be
aceounted for undes the puschase
method of accounting, is expecied
ta cloxe in the second quarner of
fiscal 1997.

The cuble elevision indusiry and
Adelphia are subject 10 exiensive
revulation ul the federal, siae and
local levels. Pursuant 10 the 1992
Cable act. which significamiy
expanded the scope of regulation
of cerain suhseriber rutes and a
rumber of other maiters tn the
cable industry the FCC has
sdopled rie regulations tha
extablish. on 3 system-by-svsiem
baxsis. maximum sllowable rates
for (i) basic and cable
programming services (other than
programming offered on a per-
channel or per-program basis).
based upon a benchmurk
methodology, and (it associated
equipment and insiallation
services based upon cost plus a
reasonable profit. Under the FCC
rules, franchising authorities are
authorized 10 regulate rates for
basic services and associated
equipment and installation
services, and the FCC will
resulale rates for regulaied cable
programiming services in response
1o complaints filed with the
agency. The original rite
regulations became effective on
September 1. 1993, Several
amendments 10 the rate
regulations have subsequently
been added.

The FCC has adopied regulatjons
impiementing il of the
requiremenis of the 1992 Cuble
Act. The FCC s adso likely 10
continue 1o modify, clarify ar
refine the rate regulations. In
addition. litigation has been
instituted challenging various
portions of the 1992 Cubhie Act
and the rulemaking proceedings
including the rate regulations.
The Telecommunications Act of
1996 (the 1996 Ac1™) deregulaies
the rates for cable programming
scrvices on March 31, 1999,
Adelphia cunno predict the effect
of ithe 1996 Act on future
rulemaking proceedings or
changes 1o the rale regulations.

Effective September 1. 1993, as a
result of the 1992 Cable Act.
Adelphia repackaged cenain
existing cable services by
adjusting rates for basic service
and imroducing a2 new method of
offering cenain cable services.
Adelphia adjusted the hasic
service raies and refated
equipment and insiallation rates in
all of ity systems in arder for xuch
rates 10 be in compliance with the
applicable benchmark or
equipment and installation cost
levels. Adelphia alse implemented
a program in all of its systems
called “CableSelect” under which
mast of Adelphia’s satellite-
delivered programming senvices
are now offered individually on a
per channel basis. or as a group al
a price of approximately 13% 10
20% below the sum of the per

channel prices of all such services.

For subscribers who elect to
customize their channel lineup.
Adelphia will provide. for a
manthiv rental fee. an electronic
device located on the cable line
ouiside the home. enabling a
subscriber's television 10 receive
only those channels selected by
the subscriber, These basic service
rate adjusimems and the
CableSelect program have also
been implemented in all svstems
managed bv Adelphia. Adelphia
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helieves CableSelzet provides
increused programming choives w
its subseribers while providing
flexibility to Adeiphia w respond
0 future vhane=s in urews such us
customer demund und programming.

A letter of inguiry. vne of 1t l2ast
63 sent by the FCC to numerous
cuble pperators. was received by
an Qlvmpus system regarding the
implementation of this new method
ot otfzring services. Olvipus
responded in writing to the FCC's
inguiry. On November 5. 1994,
the FCC released amended rufes
under which. on u prospettive
basis. anv 1 la carte packdge will
be treated s 4 reyulared dier,
except for packages involving
premium services. Also. on
November 18, 1994, the Cable
Services Bureau ot the FCC
issued a decision holding thar the
“CableSelect” program wis un
evasion of the rate reyutations und
ordered this puckage to be treated
s a reguluted tier. This devision.
and all other letters of inquiry
decisions. were principally decided
on the number of programming
services moved from regulated
ters 1o “u la carte” puckages,
Adelphia has appeaded this decision
to the full Commission which
atfirmed the Cuble Service
Burcauis decision. Adelphia hus
sought reconsideration of the
decision.

Centain other cuble wlevision
companies that utilized a lu carte
packages have recently reached
settlement/resolution with the FCC
on this issue. Adeiphin believes
that in view of this expericnce
with other operators, resolution of
these ditferences is possible,
consistent with the erms und
conditions ot those earlier

resolutions. Accordingly. results of

aperations tor the fscal vear
ended March 31, 1996 include a
$5.300 churge representing
management’s eatimate of the totl
costs ussociated with the resolution
ol this matter. Such costs include,
{1} an estimate ot credits to be
exiended o customers in future

periods of up 1o 3270001 legal
and other costs incurred during the
fracal vear ended Mureh 310 1946,
armd it an estimate of legal and
other custs 10 be incured ussociae
with the ultimate resolution of this
macer. AT March 31, 1996, 33,300
of the churge o amings remuined
a3 arl estimate of futurs ¢osts o be
incurred tw rzsolve this maitzr.
While Adelphia cannot predict the
ultimare outcome or eltect ot this
matter. management ofF Adelphi
does por expect the ultimare
outcome of this matr o have 4
marerial adverse effect on
Adelphia’s fnanciul position und
resuits of operations. Alse. nu
assurinee can be given a8 o whag
other future actions Congress. the
FCC or other regulatory wuthorities
may tuke or the effects thereot on
the Company. The Compuny is
currently unable to predict the
eftect thae the amended regulations.
tutire FCC treatment of "a la
carte” puckages or other futare
FCC rulemuking proceedings will
have on its business and results of
vperations in fulure periods,

5. Stockholders’ Equity
{Deficiency):

Adelphia has no convertible
securities or other common stock
equivalent securites outstanding.

Public Offering of Class A
Common Stock on January
I4, (994

On Junuary 14, 1993, Adelphia
sold 9,132,604 shares of Class A
Common Stock. OF the 9132604
shares, 3,300,000 shares were sold
to the public ut 318,00 per share,
with an underwriting discount of
3.833 per share. Partnerships
controlled by the family of John 1.
Rigus. President und Chiel
Exceutive Otficer of Adelphin,
purchased the other 3.832.604
shares at the public offering price
less the underwriting discount.
Net proceeds w Adelphia afier
offering expenses nggregued
3133.965.

Stock Issued Duning Fiscal 1993
On Jaauaey 10 1995 Adelphia
instted 39Y0R7T shurss of Cluss A
Commoen Stock in 2eanection with
the acyuisition of Oviord (see
Note [, On Februnny 230 1995,
LN shares of Class A
Commen Steek werz sold o FPL
Group. Inc. for S13.00 per share.

Stock [ssued During
Fiscal 1996

Oa April 3, 1993 Olvmpus
purchused from Adelphiy, through
1 churge 0 its receivuble badunce
with Adelphiu. 457,300 shuages of
Adelphia Class A Common Stock
for 33.000. Olvmpus used the
siock in ihe acyguisition of the
cable and seeurity svstems of WB
Cable Associaws, Lid.

Preferred Stock

The Ceriticate of [neorpuration of
Adelphiu suthorizes 5,000,000
shares of Prefermed Siock, 5.01 pur
value. None have besn issued.

Coummon Stock

The Certiticate of Incorporation of
Adelphia suthorizes two clusses of
comman stock, Class A and Class
B. Holders of Class A Common
Stock und Cluss B Common Stock
vote us 3 single class on wll maters
submitted 1o 4 vote of the
stockhoiders. with euch share of
Cluss A Common Siock entited o
one vole and each share of Class
B Common Stock entitled 1o ten
vOles, extepl i) for the election of
directors uand (ity as otherwise
provided by faw. [n the annual
election of directors, the hofders
of Class A Commuon Stock voting
as o separate ofass, are entitled
elect one of Adelphia’s directors.
In addition, each share of Cluss B
Cuammen Stack is automatically
vonvertible intw a share of Class A
Comsnon Stock upon transter,
subject 10 certaint limited exeeptions.
[n the eveni a cash dividend is
paid. the halders of Class A
Comman Sreck will be patd 1057
of the whount payable per share
far cach share of Ciass B
Commurnt Stock.



Upon liguidation. dissolution or
winding up of Adelphia. the
hotders of Class A Commoen Stock
are entitled (o a preference of
SL.00 per share. Afier such
amount i paid, hoelders of Cluss B
Commen Siock are entitled 1o
receive S1.00 per share. Any
remaining amount would then he
shared ratably by both classes,

Resiricted Stock Bonus Plan
Adelphia has reserved 300,000
shares of Class A Common Stock
for tssuance 10 officers and other
key employees ul the discretion of
the Compensation Commiiiee of
the Board of Directors. The bonus
shareg will ke awarded withow
any cash payment by the recipient
unless otherwise determined by the
Compensation Commiftee, Shares
swurded under the plan vest overa
frve vear period. No awards have
been made under the plan.

Stock Option Plan

Adelphia has a siock option plan.
which provides for the granting of
options 10 purchase up o 200.000
shares of Adelphia’s Class A
Common Stock te officers and
other kev emplovees of the
Company and its subsidiaries.
Oplions may he granted @t an
exercise price equal 10 the fair
marker value of the shares on the
date of gramt. The plan permits the
eranting of tax-qualified incentive
stock options, in addition to nen-
qualified stock options. Options

vutstanding under (he plan masy he
exercised by puying ihe eaertise
price per share through varioos
aliermaunive settlement methods. No
stock options have been granted
under the plan.

6. Employee

Benefit Plans:

Adelphia has a suavings plan
1301(k)) which provides that
etigihie full1ime emplovees may
contribute from 2% 10 206 of
their pre-1ax compensation suhject
10 cenain limitations. Adelphia
makes matching contributions not
exceeding 1.3¢% of each

panicipant s pre-1ax compensation,
Adelphia’s matching contributions
amaunted to $305, 5343 and 5350
for the vears ended March 31,
1994, 1995 and 1996, respectively.

7. Taxes on Income:

Adelphia and its corporate
subsidiaries file a consolidaled
{ederal income iax return. which
includes its share of the subsidiary
partnerships and joini venrure
partnership results. At March 31,
1996, Adelphia had net operating
foss carmvforwards for federal
income 1ax purposes of
approximately 51.1 billion
eapiring through 2011,
Depreciation and amentizalion
expense differs for 1ax and
financial statement purposes due
1o the use of prescribed periods
rather than useful lives for tax
purposes and also as a result of

differences between tix basis and
Pook busis of certain acyuisitions.

Adelphio sdopled Sttement of
Financial Accounting Standards
("SFAS™) No, 109. "Accounting
for Income Taxes.” effective April
1. 1993, Under SFAS No. 109.
deferred tax asscts and liabilities
are recognized for differences
between the financial statement
amounts of usse1s and liabilities
and their respeclive lax hases.
The cumulative effect of adopiing
SFAS No. 109 a1 Apri) 1. 1993
was 10 increase the net loss by
$89.660 for the vear ended March
31,1994, The effect of adopting
SFAS No. 109 on loss before
extraordinuary loss and cumulative
effect of 4 change in accounting
principle was not significant for
the veur ended March 31. 1994,

As a result of applying SFAS No.
109, $110.498 of previously
unrecorded deferred sax benefits
from operating loss carryforwards
incurred by Adelphia were
recognized at April 1. 1993 as pan,
of the cumulauve effect of adopling
the statement. Under prior
accounting. a portion of these
benefits would have been
recognized as a reduction of
income tax expense from
cominuing operations in the vear
ended March 31. 1994,

The 1ax effects of significant items
comprising Adelphia’s net
deferred tax liability are as follows:

April 1, March 31,
1993 1994 1995 1996
Deferred tax liabilities:
Differences between book and tax basis of
properry. plant and equipment
and intangible asse1S.... coovee ceerieieieinnns L.5192441 $ 210816 $232.639 $ 234312
8.401 9.703 11.783 -
SUBIOIAT o enerensiessennsneenaenees JO0.845 220519 44422 234312
Deferred tax assets:
Reserves not currently deductible oo 687 13576 12326 14467
Operating lass camyforwards........ovoceemieenrserens e _ 307,000 337.924 381.377 415.121
307,688 353.500 393,703 429 588 -
Valuaion allOWANCE ...........coo.oviveeeemrees oo crmrecencenenn (196.503) (223,700 (239.420 {201.435)
SUDOUAL ... covceoeeeoeee e eeceeeececenecreseceerecmeeee 111,185 128.798 134283 128,103 -
Net deferred 1ax ligbility .. ... . oS 80060 S 91.721 S 110.139 $ 106209

The net chanee in the valuaton allowance for the vears ended March 31. 1995 and 1996 was an increase of 34,718 and $42.065. respectively.
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[acome tux 1eapense) benedit for the s eurs cnded Muareh 21

fowd, 1ous und

Pova by us foliow s

Year Ended March 31

1594 1993 1996
Current .. a 5 (83 (300 3ol
Deferred ... t2.061) 3.973 3930
Torl . . 512,74 3 3475 5 2736

A revencilintion of the stututory federal income tax rate and Adelphia’™s 2rfective income wa rale is ws follow s

Yeur Ended March 31,

1994 1993 1996
Siaturory federal income fax rate, _ ... 353% 5% 33
Change in valuation allowance ... ... .. {30%%) 3 (3760)
State taxes, net af tederal benefir .. 12 Bl 115
165} (368) 3%
(3%) hirs 25

8. Disclosures about
Fair Value of Financial
Instruments:

Ineluded in Adelphia’s fimuncial
instrument poritolivo are cush.
notes pavable. debentures and
interest rare swaps und caps. The
cumving values of notes puvable
approximate their fair values at
March 31019935 and 1996, The
carrying ¢ost of the public notes
and debentures at March 31 1995
and (996 of SG13.843 and
392,135, respectively. exceeded
their fair vaiue by 343,628 und
S1.420. respectively. At Musch 31,
1993 and 1996, Adelphia would
have heen required © pay
approginuitely 36.929 and
S14.225 respectively. o settle jts
interest rate swap and cap
agreements. representing the
exeess of currying cast over fair
vitlue of these agreements. The
Eair vulues of the debt and interest
rite swaps dnd caps were based
upon guoted marker prices of
SImHlur instruments o on rules
available to Adelphia for
tstrumenss of the sume remaining
maturities.

9. Related Party
Transactions:

Adelphia currently manages cable
wleviston systems which we
principaily owned by Olvmpus
and limiled partnerships in which
certuin of Adelphia’s principal
sharehelders whe are exceutive

ofticars have cyuity interests (he
“Mannged Purtnerships™.

Adelphin hus sgreements with
Olympus und the Managed
Partnerships which provide for the
pavment of fees 0 Adelphiu. The
aggfeygule fee revenues from
Olympus and the Managed
Partnerships umounted (o $2.946,
$7.293 and 52.700 fur the veurs
ended Murch 31, 1994, 1993 and
1996, respectively. [n addition,
Adelphiu was reimbursed by
Olympus and Managed
Partnerships ter allocated
corporle costs of $4421, 54,32
and $7.517 for the veurs ended
Murch 31, 1994, 1993 und 1996,
respectively. which huve been
recorded as a reduction ot seiling.
general and adininistrative expense.

Adelphiu leases from a pannership
und g corpuration vwned by
principal sharcholders who are
execulive officers support
eyuipment under dgreements
which have been accounted for us
cupiral leases, These oblivations.
which are included in other debr.
amounted W 3933 and 5431w
Magch 31,1993 and 1996,
respectively, Adelphia alsg leases
from this partnership cerain
buildings under operating leases.
Rent expense under these
operating leases ageregated 3391,
397 and $127 for the veurs ended
Mureh 3101994, 1995 und 1996,
respectively.

Net sertlement amounts under
INErest rte swip agrezments with
Olympus and the Munuw
Puartnerships recorded us
adjusiments o mierest expense
during the period incurred.
deeremsed Adefphin’s interest
expenae by 31,920 and 5173 tor
the veurs ended March 310 1994
and 1993, respectvely. and
increased interest cxpense by
S826 for the year ended

March 31 1996,

On March 31, 1994, Adelphia
aeguired from certain Managed
Partnerships the rizhts to provide
ilternute access i their respective
frunchise areas tor u purchase
price of S0 Additonally. on
Mareh 310 1994, Adetphia
purchased real property trom
certin parnnerships owned by
principul shureholders who are
executive atticers tfor a ol of
S14.512. The purchuase of the
assets resulted in a reduction of
amounts due Adelphia of 323,512,
Since these usset purchases are
transuctions Among entities under
common control. they have been
recorded by Adelphiu hased upon
the predecessar inwriers” book
value, The 317,553 excess ol the
purchase prive of lese assets vver
the predecessor owners” book
vidue hus been recorded as
direct charge o Adeiphia’s
wdditional puid-in capital.



10. Quarterly Financial Data (Unaudited):

Tl (ollowing tbles summarize the financial resuits of Adelphm e cach of the guarters in the vears ended

Murch 31, 1903 apd 19406

Three Months Ended

June 30 Seplember 30 December 21 March 31
Year ended March 31, 1995
Revenues S 8402 S 90.795 § 92737 S 93953
Qperating expenses:
Direct operating and programming 21,896 26.632 27641 37.821
Selling. general and administrative .. 14.693 15.117 16.40% 17.268
Depreciation and amortization 21.489 23267 26.043 21.803
Tonal 61.078 67.016 70.096 69.892
Operating income . 229042 23,779 22.64] 24.061
Other income (expense):
Inerest income from affiiates. | . 2.369 2.386 2912 KIS %
Other income... 593 270 76 514
Priority invesiment income
from Qlympus 3.575 3575 5.575 5.5753
Inierest expense. - {(46.913) (28.312) (19.668" (30.7057
Equity in loss of jetm venures {12,654y (2984 18744} 113.987)
Total (51,010 (49.163) (19.849) (53,158
Loss before income axes . . . (28.06%) (23.286) 127.208) 131.097)
Income tax (expense) benefit (1.223 1.119 {1.2148) 6.793
Net loss $¢29.2911 St124.267) S{28.420 S (245048
Net loss per weighed sverage share
of common stock .. . .. S (1.20 S 1099 S (118} S 108N
Weighted average shares of common
stock nuistanding (in thousands) 244352 24452 244582 25175

!OIJL’-?LIE@ ____..’

&




Three Months Ended

June 30 Seprember MU Decembrer 31 March 31
Year ended March 31, {996;
Revenues S 968921 3 97.082 3OAN2ART 5 07157
Operaling expenses:
Direct operating and programming . .52 29.630 32.066 33393
Selling, general and administrurive . 16,370 17.110 16,981 17.396
Depreciation and amortization 27.624 268163 23679 JL383
Rute regulation - - 3.500
Total 73016 72903 74.726 33,137
Operating (ncome 239035 LT 27,731 13,930
Other income (expenie):
[nterest income from atfiliates . .. 3410 3373 2.087 1743
Other income - - - .
Priority investment income
from Olympus 3573 8.373 i, 127
fnterest expense (33124 1327540 (31.332)
Eyuity in loss of joiat vealres (L1034 19.629) (14,9581
Tutal . (33.193) (32430 (34,3933
Loss before tneome faxes 131.28% (28.23%) (35613
[nconne s benefic 1O 193 420
Net loss S130.24H) 5 (28.058) S (35195
Net lovs per weighed sverage shure
of commaon stk 3 (113 CRR S N SO0y s (L3
Weighted average shares of common
stock outstanding (in thousands) 26.294 26308 26.308 26.308

11. Subsequent Events:

As of March 31, 1996, certuin
subsidiudes of the Compuny
teallectively. the "Bumowers™) hud
commitinents for i S600.060
rinaneing wrangement consisting of 1
S3HLNK revolving credit facility
muturing Deceniber 31, 2003 und
3130000 wem lean faciliey maturing
December 31, 2004, Initial
borrowings during Aprl 1996 of
3N were used primarily 1o
repay enisting indebiedness, (nwerest
rates harsed are based upon ang or
more el the Tollowing rates a0 the
opcian of ihe Burmosers: Eundallar
rate OF the wreatee of the pritwe e
and the Federad fumds rute plus 172 o8
166 plus g margin of from B o 207
depending upon the Compuny '~
setior Tusdad debt ratio. Isterest on
oulstarding borrowings b wenerally
pas bl oo u guiteriy busis, The
i available wider the

revalving eredit Rilits s reduced.

i ingreasing quarterls smounts,
beuining June X3, 19958 through
December 31, 2003, The Borrowers
av 1 vommitment fee of either

“e o 23K per annum
tdepending upon the Company’s
senivr funded Jebt rutius ol the
uised revolving credit favility
cumnmitments during the wem of the

agreement. Burrowings under the
term loan facilite ure pavuble in
installmens, in nwreasing quarterly
amouniy, comrmensing June 30, PN
und unding on December 31, 200,

On April {1996, Adeiphia purchised
the cable television aperitivis of
Cable TV Fund H-B. Lad from Jenes
Intercale, This TATY <ysiem was
agejuired for SN ey
apprasimately 30700 ubseribers in
tre New York counties of Ere and
Niarars, The veguisition will be
avcountod for under e porcluse

methed o pecounong.

On April 13, 14496, Hyperion, she
Cotmpany’s 897 owned eompetitise

{fowal eachunue elevommuniction

services subsidiury, completad o
privaie placement w institutional
investors und reulized wioss proceods
af SL73.265 upon issuunce uf
33298 aggregate priacipal amount
at matturity ol 137 Senivr Diseount
Notes and wrmants wopurchise an
sggregite of 613427 comman shures
ot Haperion. The potes will not
fequire puyvient of interest undil
Qcrober 13, 2001, und may not be
redeced prioe o April 13, 2001

Hy perion is using the net procemds
trom the oftenng o expand its
crisiing markets, 0 complete
corstructon of new netwark <,
enr addinonad markets, u ropes
wermin indebedness owed o
Adelphiy, ad ror working eapial

PU[’;’“ U,




Stockholder Information

Annual Meviing of Stckhaolders
The 19896 annual meeting of
sochbelders of Adeiphia
Communications Corparation will
be keld w10 wm. on Fridas.
September 200 19960 05 1he
Coudersport Thewmer, Main Street.
Couderspon. Pennsyhvania.

Comman Stack Inforvation
Adelphia’s Cluss A Common Sinck
i< li<ied Tor tading on tie Nutonad
Assoction of Securities Dealers.
Automated Quotations Sysiem
Nutional Marker Sveem
INASDAQ-NMS L Adelphia’s
NASDAQ-NMS svmbal i
"ADLACT

The following 1sbie sets fonh the
range of high and low closing bid
prices of the Cluss A Common
Stock on NASDAQ/NMS. Such bid
prices reprosent inter-deader
quesations, withour retail mark-up,
marh-dewn or commission, and may
nol necesserily represeni actual
IrHnsuctions,

CLASS A COMMON STOCK

Quater Ended High Low
June 30, 1994 S14¥ s10
Scptember 30, 1994 SIS S1I%
December 31. 1994 334 s sk
March31.1995  snk s

June 30,1995 S10% S Tk
Sepiember 30. 1995 sily S sy
December 31,1995 S 93 S 61
March 31,1996 S8% S é6d

Ax ol June 25, 1996, there were
approniniaiely 68 holders of record
of Adelphia’s Class A Commuon
Stock, Ax of June 25, 1996, wo

record holders were registered

clenrmg syendies holding Chiss A
Commun Stoch v behalr of
participans it ~such cleanng

ULenCies.

Novestablished publiic irading
marker eaisis S Adelphia’s Clasy B
Commen Singk. Ax ol June 25,
1496, the Clans B Common Siock
waus held of recard by seven
persons. principally members af' the
Rigas Family. including a

Pepnss by aniz cencral punnership alt
of whose parisiers are members of
the Rigas Fuinily, The Clas B
Common Sioch s convertible inle
shares of Clise A Common Stock on
4 one-e-one Rusis As of June 25,
ot the Rigas Family owned
145 o the cetdanding Class B
Commen Stock.,

Dividend Paolicy

Adelphia has never puid a cash
dividend on fis common stock and
snticipines that ior the foresceable
{uture any eamings will be rewined
{or use in its pesiness, The abilinv of
Adelphia o pay cash div idends on
ilx common siock is limited by the
provisions of iix indentures. See
“Manugemeni’s Discussion and
Analvais of Fizuncial Condition and
Resulis of Gperations - Liguidite
and Capital Resources.”

Securitics Exchange Act
Registration

Adelphia Comnunications
Corporation’s Class A Commoen
Stock is regisiered pursuzni to
Section | 2igr of the Securities Agi
of 19340

Annual Report an Form J10-K

and Exhihirs

Copies of Adzighia’s Annual Repont
o Form 10-K 1eaciuding exhibits
for the {iscal s2ar ended March 21,

@ |

-
)

20Ut

14t en Nled with the Securities
and Exchange Commission, will be
furnished Tree ol charge. upon
Wrillen reguest, o stockholders who
have not previousiy received o copy
from Adelpitla, In wddition.
Adeiphia will furnish any exbibit w
it Annuul Report on form 10-K
wpon puyment of 4 fee timited 1o
Adelphiy™s reasonable evpenses in
furnishing such exhibit upon wrinen
reguest, Writien reqguests may be
directed o the Secretury, Adeiphia
Communications Comporation. 3
West Third Street. Coudersporn,
Pennsylvania 16915,

Registrar and Transfer Agent

The recistrar and iransier agem {or
Adelphiu s American Siock
Transfer & Trust Company. All
correspondence conceming stock
iransfers should be directed to them
al 0 Wall Street. New York, New
York HHIOR-2392,

Independent Audirors

Adelphia’s independeni auditors” are
Deloiie & Teuche LLP, 2300 One
PPG Place. Pintsburgh, Pennsvivania

PRI22.52010.

Execurive Offices

Addelphia’s executive offices ure
located at 3 West Third Street.
Couderspon, Pennsvlhvania 169135-

=

0272 ctelephone 814-274.9830),
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DATE:

SUBJECT:

FROM:

O

N :
b ‘ COM(QALTH OF PENNSYLVANIA

February 3, 1997
A-310470

Office of Special Assistants

James J. McNulty, Deputy Prothonotary[ﬂﬂﬁf/

We attach hereto copy of the application of Hyperion
Telecommunications of Pennsylvania, Inc., which has been
captioned and docketed to the above number,

Applicant has served a copy of the application upon
all necessary parties.

The protest period for this application expired on
or about October 2, 1996.

Since no protests have been received within the time
period, this matter is being referred to your Office to
schedule it for consideration by the Commission at the
next earliest Public Meeting.

Attachment

cc: Bureau of Fixed Utility Services

ddt

ﬂOcKETE

L)C‘CUMENT FEB 03 1997

FOLDER
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cofONWEALTH OF PENNSYLyg@liNIA
PENNSYLVANIA PUBLIC UTILITY COVIMISSION
P.0.-BOX 3265, HARRISBURG, PA 17105-3265

IN REPLY PLEASE
REFER TO OUR FILE

February 3, 1997
A-310470

RANDOLPH S FOWLER

BILL WIGINTON

HYPERION TELECOMMUNICATIONS INC
BOYCE PLAZA TIT

2570 BOYCE PLAZA ROAD
PITTSBURGH PA 15241

Dear Mr. Fowler:

Please be advised +that the application of Hyperiocn
Telecommunications of PA, Inc., to provide Competitive Local Exchange
Carrier Services in Pennsylvania, has been reviewed and found to be
in compliance with the filing requirements of the Commission’s
Opinion and Order entered June 3, 1996, at Docket No. M-00960799.

The protest period for this application expired on or about
October 2, 1996.

Since no protests have been received within the time period,
this matter is being referred to the Office of Special Assistants to
schedule it for consideration by the Commission at the next earliest
. Public Meeting.

Should you. have any further questions concerning this matter,
please do not hesitate to contact me.

Sincerely,
cf\lh%/(m/
mes J c
Deputy Pr

ulty
honotary

JIM:ddt

DOCUMEN
FOLDER T . "ocxsrzu

FEB 03 1997



AN

AN

PENNSYLVANIA PUBLIC UTILITY CuMMISSION
RECEIPT

The addressee named here has paid the PA P.U.C. for the following bill:

LEONARD J KENNEDY DATE 2/ 7/97
1200 NEW HAMPSHIRE AVE NW RECEIPT # 192803
WASH, DC 20036-6802

Inre: Application fees for HYPERION TELECOMM INC
A-310470 $250.00

REVENUE ACCOUNT: 001780-017601-102

CHECK NUMBER: 53003
C. Joseph Meisinger
CHECK AMOUNT: $ 250.00 (for Dept. of Revenue)

21440 G AUVLONOHLONL
(3AIZDEY
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