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Item 2.02. Results of Operations and Financial Condition.

On August 10, 20
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed
on its behalf by the undersigned hereunto duly authorized.
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Exhibit 99.1

 

QURATE RETAIL, INC. REPORTS
SECOND QUARTER 2020 FINANCIAL RESULTS

BOARD OF DIRECTORS ANNOUNCES INTENT TO DECLARE
SPECIAL DIVIDEND OF $1.50 PER SHARE AND PREFERRED STOCK

DIVIDEND OF $3.00 PER SHARE

Englewood, Colorado, August 10, 2020 – Qurate Retail, Inc. ("Qurate Retail") (Nasdaq: QRTEA, QRTEB) today reported second quarter

2020 results (1).  

“We generated strong growth in revenue, OIBDA, and free cash flow in the second quarter, with every business unit and geographic market

achieving meaningful sales gains and significant new customer additions” said Mike George, President and CEO of Qurate Retail.   “Our

agile teams responded to the ongoing shifts in consumer needs during this challenging time to deliver engaging and relevant experiences

across our eCommerce, video and social platforms.  While economic uncertainty remains, our recent results give us confidence that we can

generate sustained growth by continued execution of our strategies to offer unique differentiated products and immersive and trusted

shopping experiences across all the digital platforms relevant to today’s consumer, while keeping the  health and well-being of our team

members and communities our top priority.” 

Second quarter operating results:

● Total Qurate Retail revenue increased 10% to $3.4 billion

● Revenue increased 10% in constant currency(2)

● eCommerce revenue grew 19% to $2.2 billion or 64% of total revenue

● Qurate Retail reported diluted EPS of $0.53

● Adjusted diluted EPS(3) of $0.54

● QxH revenue increased 7% to $2.0 billion

● QVC International revenue increased 11% to $713 million

● Revenue increased 12% in constant currency

● Zulily revenue increased 16% to $422 million

● Cornerstone revenue increased 18% to $277 million
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Corporate updates:

● Anticipate approximately $262 mi
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the Zulily customer contact center and digital studio in Gahanna, Ohio as the businesses shifted to permanent work from home

positions in those locations.

● Further strengthened its balance sheet with prudent inventory reductions, more conservative credit practices and a new trade

payables program.

Corporate Updates

Qurate Retail today announced that its Board of Directors intends to distribute a special dividend consisting of (i) cash in the aUyM �  siQ cr  ceciaensM ���test ctmees enoentamtte Renh ievidend c  (encogrdened  cec ao0n tlynted ae)  cew t cetiea t rc e d tte Rst ilive iQ mtnd nees cmtovamtnst ctt )e a smtovamtnst ctttc   id dt i  dctrc c t  tion dly  itesQu
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SECOND QUARTER 2020 FINANCIAL RESULTS

(amounts in millions) 2Q19     2Q20     % Change  

% Change
Constant

Currency(a)

Revenue  
  QxH $  1,874 $  2,010  7 %
  QVC International(b)  640   713   11 %  12 %
  Zulily  363  422  16 %
  Cornerstone  234  277  18 %

Total Qurate Retail Revenue $  3,111  $  3,422   10 % 10 %

Operating Income
  QxH $  292 $  280  (4)%
  QVC International(b)  73   101   38 % 39 %
  Zulily(c)  (23)  20  187 %
  Cornerstone  6  13  117 %

     Unallocated corporate cost(d)  (12)  (9)  25 %
Total Qurate Retail Operating Income $  336  $  405   21 %

Adjusted OIBDA
  QxH $  395 $  388  (2)%
  QVC International(b)  106   119   12 % 13 %
  Zulily(c)  7  45  543 %
  Cornerstone  14  21  50 %

     Unallocated corporate cost(d)  (9)  (8)  11 %
Total Qurate Retail Adjusted OIBDA $  513  $  565   10 %

a) For a definition of constant currency financial metrics, see the accompanying schedules.
b) Includes QVC Japan, QVC Germany, QVC UK and QVC Italy. QVC France terminated its operations o�s o�s o�s ai�ʎ�y. iahif .l� QVr  f  ranc�o aantT�s o�.
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QxH

QxH reported revenue growth in the home, electronics and beauty categories, which were partially offset by declines in apparel and jewelry.

 

Product margins decreased primarily due to category mix shifts and pricing and promotional offers early in the second quarter. Gross

margin decreased primarily due to higher fulfillment (warehouse and freight) costs mainly associated with COVID-related premium pay in

our fulfillment centers, lowe
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NOTES
Cash and Debt

The following presentation is provided to separately identify cash and debt information.
(amounts in millions)     3/31/2020     6/30/2020  
Cash and cash equivalents (GAAP) $  555 $  948

Indemnification Asset(a) $  180 $  215

Debt:
QVC senior notes(b) $  4,450 $  4,450
QVC bank credit facility  525  —

Total Qurate Retail Group Debt $  4,975 $  4,450

Senior notes(b)   791   791
Senior exchangeable debentures(c)   1,417   1,417

Corporate Level Debentures  2,208  2,208
Total Qurate Retail, Inc. Debt  $  7,183  $  6,658

Unamortized discount, fair market value adjustment and deferred loan costs  (138)  (17)
Total Qurate Retail, Inc. Debt (GAAP)  $  7,045  $  6,641

QVC, Inc. leverage(d) 2.4x 2.0x

a)  Indemnity from GCI Liberty, pursuant to an indemnification agreement with respect to the 1.75% exchangeable debentures due 2046 (the “Charter
exchangeable debentures”) issued by Liberty Interactive LLC (“LI LLC”), as described in this press release.

b) Face amount of Senior Notes and Debentures with no reduction for the unamortized discount.
c) Face amount of Senior Exchangeable Debentures with no reduction for the fair market value adjustment.
d) As defined in QVC, Inc.’s credit agreement. Includes QxH, QVC International and Zulily.

Cash at Qurate Retail increased $393 million in the second quarter as cash from operations more than offset debt repayments and capital

expenditures. Total debt at Qurate Retail decreased by $525 million in the second quarter driven by the repayment of QVC’s bank credit

facility.

QVC’s bank credit facility is undrawn as of June 30, 2020 with available capacity of $2.9 billion, net of letters of credit. The credit facility

matures on December 31, 2023. Qurate Retail does not have any maturity of senior secured notes until 2022 and believes that it will be able

to repay these notes with available cash on hand, cash generated from operations, borrowings under its revolving credit facility or through

refinancing in the public debt market. Qurate Retail is in compliance with all debt covenants, and QVC, Inc.’s leverage ratio as defined in

its credit agreement was 2.0x as of June 30, 2020.

Qurate Retail benefits from an indemnification agreement with GCI Liberty with respect to its Charter exchangeable debentures. The

indemnification agreement compensates Qurate Retail for any payments made in excess of the adjusted principal amount of the debentures

to any holder that exercises its exchange right on or before the put/call date of October 5, 2023. This indemnity is supported by a negative

pledge in favor of Qurate Retail on the 1.0 million reference shares of Class A common stock of Charter held at GCI Liberty that underlie

the Charter exchangeable debentures. The
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indemnification asset on Qurate Retail’s balance sheet is valued based on the estimated exchange feature in the Charter exchangeable

debentures. As of June 30, 2020, a holder of the Charter exchangeable debentures has the ability to exchange, and accordingly, the

exchangeable debentures and indemnification asset were both classified as current as of June 30, 2020. There is $332 million principal

amount of the Charter exchangeable debentures outstanding as of June 30, 2020.

Important Notice: Qurate Retail, Inc. (Nasdaq: QRTEA, QRTEB) President and CEO, Mike George, and Executive Chairman, Greg
Maffei, will discuss Qurate Retail’s earnings release on a conference call which will begin at 5:30 p.m. (E.D.T.) on August r egi s di ggThg
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NON-GAAP FINANC
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This press release also references certain financial metrics on a constant currency basis, which is a non-GAAP measure, for Qurate Retail.

 Constant currency financial metrics, as presented herein, are calculated by translating the current-year and prior-year reported amounts into

comparable amounts using a single foreign exchange rate for each currency.  

Qurate Retail believes constant currency financial metrics are an important indicator of financial performance, in particular for QVC, due to

the translational impact of foreign currency fluctuations relating to its subsidiaries in the UK, Germany, Italy and Japan.  We use constant

currency financial metrics to provide a framework to assess how our businesses performed excluding the effects of foreign currency

exchange fluctuations.  Please see the financial tables at the beginning of this press release for a reconciliation of the impact of foreign

currency fluctuations on revenue, operating income, Adjusted OIBDA and average selling price.
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SCHEDULE 3

The following table provides a reconciliation of Qurate Retail’s net income (loss) to its adjusted net income and diluted earnings (loss) per

share to adjusted earnings per share, in each case, calculated in accordance with GAAP for the three months ended June 30, 2019,

September 30, 2019, December 31, 2019, March 31, 2020 and June 30, 2020, respectively.  

ADJUSTED NET INCOME AND ADJUSTED EPS RECONCILIATION

(amounts in millions)     2Q19     3Q19     4Q19     1Q20     2Q20     
Qurate Retail, Inc. Net Income (Loss) (GAAP) $  118  (770)  141 $  (20) $  220
Purchase accounting amort., net of deferred tax benefit (a)  34  32  33  29  24
Operating company level transaction related costs, net of tax benefit  1  —  —  —  —
Impairment of intangible assets, net of tax impact  —  881  113  —  —
Non-recurring tax items(b)  (34)  —  (11)  —  —
Mark-to-market adjustments, net(c)  87  34  8  105  (18)
  Adjusted Net Income $ 206 $ 177 $ 284 $ 114 $ 226

Diluted earnings (loss) per share (GAAP) $  0.28 $  (1.85) $  0.34 $  (0.05) $  0.53
Total adjustments per share, net of tax  0.20  2.27  0.34  0.32  0.01
Adjusted earnings per share $ 0.48 $ 0.42 $ 0.68 $ 0.27 $ 0.54

a) Add-back relates to non-cash, non-tax deductible purchase accounting amortization from Qurate Retail’s acquisitions of QVC, HSN, Zulily and
Cornerstone, net of book deferred tax benefit.

b) Includes impact of US tax reform and other one-time tax items.  
c) Add-back includes realized and unrealized gains/losses on financial instruments, net of tax.
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QURATE RETAIL, INC.
STATEMENT OF CASH FLOWS INFORMATION

(unaudited)

Six months ended  
    June 30,      

2020     2019  
amounts in millions  

CASH FLOWS FROM OPERATING ACTIVITIES:
Net earnings (loss) $  225  196

Adjustments to reconcile net earnings to net cash provided by operating activities:
Depreciation and amortization   286  311
Stock-based compensation   27  37
Share of (earnings) losses of affiliates, net   64  68
Realized and unrealized gains (losses) on financial instruments, net   115  194
Deferred income tax expense (benefit)   1  (21)
Other, net   4  9
Changes in operating assets and liabilities

Decrease (increase) in accounts receivable   531  544
Decrease (increase) in inventory  108  (38)
Decrease (increase) in prepaid expenses and other assets  37  62
(Decrease) increase in trade accounts payable  (152)  (352)
(Decrease) increase in accrued and other liabilities   (48)  (417)

Net cash provided (used) by operating activities   1,198  593

CASH FLOWS FROM INVESTING ACTIVITIES:
Investments in and loans to cost and equity investees  (55)  (76)
Capital expenditures  (108)  (167)
Expenditures for television distribution rights   (10)  (124)
Other investing activities, net  7  —

Net cash provided (used) by investing activities   (166)  (367)

CASH FLOWS FROM FINANCING ACTIVITIES:
Borrowings of debt   753  1,909
Repayments of debt  (1,477)  (1,912)
Repurchases of Qurate Retail common stock  —  (296)
Withholding taxes on net settlements of stock-based compensation  (2)  (8)
Dividends paid to noncontrolling interest  (30)  (28)
Other financing activities, net  2  (25)

Net cash provided (used) by financing activities   (754)  (360)
Effect of foreign currency rates on cash, cash equivalents and restricted cash   (3)  1
Net increase (decrease) in cash, cash equivalents and restricted cash   275  (133)
Cash, cash equivalents and restricted cash at beginning of period   681  660

Cash, cash equivalents and restricted cash at end period $  956  527


