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PART |. FINANCIAL INFORMATION
ITEM 1. Financial Statements.

DISCOVERY COMMUNICATIONS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(unaudited; in millions, except par value)

June 30,
2009

ASSETS
Current assett

Cash and cash equivale $ 33¢

Receivables, net of allowances of $16 and $16 eaely 75¢

Content rights, ne 78

Prepaid expenses and other current a: 15E
Total current asse 1,331
Noncurrent content rights, n 1,23(C
Property and equipment, r 41C
Goodwill 6,43¢
Intangible assets, n 665
Other noncurrent asse 621
Total asset $ 10,69¢

LIABILITIES, REDEEMABLE NON -CONTROLLING INTERESTS IN SUBSIDIARIES, AND EQUITY
Current liabilities:

Accounts payable and accrued liabilit $ 564
Current portion of lon-term debt 421
Other current liabilitie: 242
Total current liabilities 1,227
Long-term debt 3,05z
Other noncurrent liabilitie 44¢
Total liabilities 4,72¢
Commitments and contingencies (Note
Redeemable n«-controlling interests in subsidiari 49
Equity:
Series A preferred stock, $0.01 par value; autledrizs shares; issued and outstanding 71 shares
at June 30, 2009 and 70 shares at December 31, 1
Series C preferred stock, $0.01 par value; authdrs shares; issued and outstanding 71 s
at June 30, 2009 and 70 shares at December 31, 1
Series A common stock, $0.01 par value; authoriz@d0 shares; issued and outstanding
shares at June 30, 2009 and December 31, 1

Series B common stock, $0.01 par value; authorlf¥dshares; issued and outstanding 7 sh
at June 30, 2009 and December 31, 2 —
Series C common stock, $0.01 par value; autho2z@00 shares; issued and outstanding

shares at June 30, 2009 and December 31, 2
Additional paic-in capital 6,55¢
Accumulated defici (632)
Accumulated other comprehensive I (25

Equity attributable to Discovery Communications;.| 5,90z
Equity attributable to nc-controlling interest: 15
Total equity 5,91¢
Total liabilities, redeemable n-controlling interests in subsidiaries, and eq $ 10,69¢

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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December 31,
2008
(recast)

$ 10C
78C

73

15€

1,10¢

1,162
39t
6,891
71€
21C

$ 10,48¢

$ 421
45¢
191

1,07C

3,331
472
4,87¢

49

6,54¢
(93€)

(79)

5,53¢

25

5,561

$ 10,48




DISCOVERY COMMUNICATIONS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited; in millions, except per share amounts)

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(recast) (recast)

Revenues

Distribution $ 42¢ $ 41t $ 851 $ 82

Advertising 36¢€ 37¢ 66< 682

Other 87 89 17¢ 192
Total revenue 881 88t 1,69¢ 1,69¢
Costs of revenues, excluding depreciation and anatidgn listed belov 257 254 51C 49¢€
Selling, general and administrati 31C 37C 591 621
Depreciation and amortizatic 40 49 78 96
Asset impairment 26 — 26 —
Exit and restructuring charg 14 4 17 4
Gain on business dispositir (252 — (2529 —

39t 677 97C 1,215

Operating incom 48¢€ 20¢ 72€ 477
Interest expens (60) (66) 217 (13%)
Other nor-operating income, nt 20 22 28 6
Income before income tax 44¢€ 164 63¢ 34¢
Provision for income taxe (267) (82 (337) 192)
Net income 17¢ 82 30z 15€
Less: Net loss (income) attributable to -controlling interest: 6 (39 2 (79
Net income attributable to Discovery Communicatjdns. 18t 43 304 77
Stock dividends to preferred intere 2 — &) —
Net income available to Discovery Communications, ktockholder $ 18: $ 43 $ 30z $ 77
Net income per share available to Discovery Comugatitns, Inc

stockholderdd):

Basic $ 0.4 $ 0.1¢€ $ 0.7 $ 0.2¢

Diluted $ 0.4c $ 0.1¢ $ 0.71 $ 0.2¢
Weighted average number of shares outstan

Basic 422 282 422 282

Diluted 424 282 423 282

@ Income per share amounts for the quarterly anc-to-date periods have been calculated separately. dicggy, the quarterly amoun
may not add to the year-to-date amounts becaudé&f@fences in the average shares outstanding gledch period and, with regard to
diluted per share amounts only, because of thesiah of the effect of potentially dilutive secig# only in the periods in which such
effect would have been dilutive. Further, income gfeare has been calculated using actual amountisefgeriod. Accordingly,
calculating income per share using the roundedégveported above may produce immaterial diffezer

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited; in millions)

Operating Activities
Net income
Adjustments to reconcile net income to cash praviole operating activities
Shar«-based compensation expel
Depreciation and amortizatic
Asset impairment
Gain on business dispositit
Gain on sale of securitit
Deferred income taxe
Other noncash expenses,
Changes in operating assets and liabilities, ndiszfontinued operation
Receivables, ne
Accounts payable and accrued liabilit
Other, ne

Cash provided by operating activiti

Investing Activities

Purchases of property and equipm

Net cash acquired from Newhouse Transac
Business acquisitions, net of cash acqu
Proceeds from business disposit

Proceeds from sales of securit

Other investing activities, n

Cash provided by investing activiti

Financing Activities

Net (repayments of) borrowings from revolver lo.

Borrowings from lon-term debt, net of discount and debt issuance i
Principal repayments of lo-term debt

Principal repayments of capital lease obligati

Cash distribution to nc-controlling interes

Other financing activities, ni

Cash used in financing activiti

Effect of exchange rate changes on cash and casaénts

Change in cash and cash equivalt
Cash and cash equivalents of continuing operatlmeginning of periot
Cash and cash equivalents of discontinued opestimginning of perio

Cash and cash equivalents, end of pe
The accompanying notes are an integral part oktheadensed consolidated financial statements.
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Six Months Ended

June 30,
2009 2008
(recast)
$ 30z $ 15€
98 19
78 127
26 —
(252) —
13) —
15 77
18 35
15 (67)
10¢€ (200
(73 (65)
32C 182
(34) (42)
— 45
— ()
30C —
22 24
— 2
28¢ 22
(315) 92
47¢ —
(51€) (187)
(5 (8)
(8) —
©) 9)
(372) (112)
2 7
23¢ 99
10C 8
— 201
$ 33¢ $ 30¢




DISCOVERY COMMUNICATIONS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
(unaudited; in millions)

Balance as of beginning of peri
Comprehensive income (los:
Net income (loss
Other comprehensive incorr
Foreign currency translatic
adjustments, ne
Unrealized gains on securities
and derivative instruments,
net
Total comprehensive income (lo¢
Stock dividends to preferred intere
Cash distribution to nc-controlling
interest
Shar-based compensatic
Balance as of end of peri

Balance as of beginning of peri
Comprehensive incom:
Net income
Other comprehensive income
(loss):
Foreign currency translatic
adjustments, ne
Unrealized gains (losses)
securities and derivative
instruments, ne
Total comprehensive incon
Shar-based compensatic

Balance as of end of peri

Three Months Ended
June 30, 2009

Six Months Ended
June 30, 2009

Discovery Non-controlling Discovery Non-controlling
Communications, Inc Interests Total Equity = Communications, Inc. Interests Total Equity
$ 565: $ 24 $ 5671 $ 553t $ 25 $ 5,561

18¢ (6) 17¢ 304 @) 302
39 — 39 29 — 29
21 — 21 24 — 24
24E (6) 23¢ 357 2 35E
) — @) @) — @)
— (©) (©) — (©) 8
7 — 7 12 — 12
$ 590: $ 15 $ 591t $ 590: $ 15 $ 591¢
Three Months Ended Six Months Ended
June 30, 2008 June 30, 2008

Discovery Non-controlling Discovery Non-controlling

Communications, Inc Interests Total Equity =~ Communications, Inc. Interests Total Equity

(recast) (recast) (recast) (recast) (recast) (recast)

$ 4527 $ 47 $ 4574 % 4,49 % 9 $ 450/
43 39 82 77 79 15€

1 1) — 4 — 4
4 3 7 (1) — (1)

48 41 89 80 79 15¢

1 — 1 1 — 1

$ 457¢ $ 88 $ 466/ $ 457¢ $ 88 $ 4,664

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION
Description of Business

Discovery Communications, Inc. (“Discovery”tbe “Company”) is a leading global media and eatement company that provides
original and purchased programming across multig&ibution platforms in the United States (U.&) approximately 170 other countries,
with over 100 television networks offering custoatdzprogramming in 35 languages. Discovery alsoldggeand sells consumer and
educational products and services as well as nsadiad services in the U.S. and internationallyaddition, the Company owns and operates a
diversified portfolio of website properties and etldigital services. The Company manages and iisroperations in three segments: U.S.
Networks, consisting principally of domestic cabtal satellite television network programming, wednols, and other digital servict
International Networks, consisting principally aférnational cable and satellite television netwandgramming; and Commerce, Education,
and Other, consisting principally of e-commercéalma, sound production, and domestic licensingrtasses. Financial information for
Discovery’s reportable segments is disclosed ireNi&.

Discovery was formed in connection with DisepwvHolding Company (“DHC”) and Advance/Newhoused@amming Partnership
(“Advance/Newhouse”) combining their respective enghip interests in Discovery Communications HadiioLC (“DCH”) and exchanging
those interests with and into Discovery, which wassummated on September 17, 2008 (the “Newhouwsesaction”). Prior to the Newhouse
Transaction, DCH was a stand-alone private compahich was owned approximately 863% by DHC and 33/ 3% by
Advance/Newhouse. The Newhouse Transaction was letaapas follows:

. On September 17, 2008, DHC completed the-off to its shareholders of Ascent Media Corpora{* AMC"), a subsidiary holdin
the cash and businesses of DHC, except for cditesimesses that provide sound, music, mixing, sefiietts, and other related
services (“Creative Sound Services” or “CSS”) (tAMC spin-off”). Such businesses remain with thengany following the
completion of the Newhouse Transaction. The AMQgif was effected as a distribution by DHC to ho#lef its Series A and Seri
B common stock. In connection with the AMC spin;@#ch holder of DHC Series A common stock rece.88 of a share of AMC
Series A common stock and each holder of DHC S&iesmmon stock received 0.05 of a share of AMGeSd8 common stock. The
AMC spin-off did not involve the payment of any siteration by the holders of DHC common stock aad structured as a tax free
transaction under Sections 368(a) and 355 of tteerial Revenue Code of 1986, as amended. Theraavgain or loss related to the
spin-off. Subsequent to the AMC spin-off, the comipa no longer have any ownership interests in etteér and operate
independently

. On September 17, 2008, immediately following AMC spin-off, DHC merged with a transitory mergebsidiary of Discovery, with
DHC continuing as the surviving entity and as a Myhowned subsidiary of Discovery. In connectiorttwihe merger, each share of
DHC Series A common stock was converted into thketrio receive 0.50 of a share of Discovery Sekiesmmon stock and 0.50 of a
share of Discovery Series C common stock. Simijaadch share of DHC Series B common stock was ctet/ato the right to
receive 0.50 of a share of Discovery Series B comstock and 0.50 of a share of Discovery Seriesr@ncon stock

. On September 17, 2008, immediately following theh@nge of shares between Discovery and DHC, Advilegehouse contribute
its ownership interests in DCH and Animal PlaneDtscovery in exchange for Discovery Series A arde3 C convertible preferred
stock. The preferred stock is convertible at ametinto Discovery common stock representing 838% of the Discovery common
stock issued in connection with the Newhouse Tretitsa, subject to certain a-dilution adjustments

As a result of the Newhouse Transaction, DIHE& @CH became wholly-owned subsidiaries of Discgyvesith Discovery becoming the
successor reporting entity to DHC.

Changes in Basis of Presentation - Recast

Certain of the 2008 financial information HmBeen recast so that the basis of presentatiom&istent with that of the 2009 financial
information. This recast reflects (i) the gross bamed financial information of both DHC and DCHtasugh the Newhouse Transaction was
consummated on January 1, 2008, (ii) adjustmentsvienues and expenses to exclude amounts for Alstertia Corporation, Ascent Media
Systems & Technology Services, LLC, and Ascent M&IANS, LLC, which were disposed of in Septembé&&(@efer to Note 4), and
(iiif) the adoption of Financial Accounting StandsuBloard (“FASB”) Statement No. 16Rpn-controlling Interests in Consolidated Financial
Statements, an Amendment of ARB Nd'PAS 160”) (refer to Note 2).

Newhouse Transaction

In accordance with Accounting Research Bulléto. 51,Consolidated Financial Statemerft&RB 51"), as amended, paragraph 11, these
condensed consolidated financial statements ares moesent the Newhouse Transaction as thoughsitar@asummated on
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (continued)
(unaudited)

January 1, 2008. Accordingly, Discovesycondensed consolidated financial statements ates imclude the gross combined financial resd
both DHC and DCH since January 1, 2008, as pemhitteler U.S. generally accepted accounting priasifiGAAP”).

Prior to the Newhouse Transaction, DHC acoedifior its ownership interest in DCH using the ¢guaiethod. Accordingly, DHC presented
its portion of DCH'’s earnings in a separate acconiits Statements of Operations. Because the Nasédransaction is presented as of
January 1, 2008, the Condensed Consolidated StatemiOperations for the three and six months érddme 30, 2008 have been recast to
include the gross combined revenues and expendegloDHC and DCH and do not present the portioD©GH’s earnings previously recorc
in DHC'’s Statements of Operations as equity innegsteome during the period January 1, 2008 thralugte 30, 2008. Additionally, the
Condensed Consolidated Statements of Operatiorteddhree and six months ended June 30, 2008miragmrtion of DCH’s earnings as
being allocated to Advance/Newhouse for the pedatlary 1, 2008 through June 30, 2008 in a sepacataint titted\et loss (income)
attributable to non-controlling interests

Pursuant to FASB Technical Bulletin No. 83s5ues Relating to Accounting for Business Comiaina{“FTB 85-5"), Discovery accounte
for the Newhouse Transaction as a non-substantergen. Accordingly, the assets and liabilities @Hand DHC were accounted for at the
investors’ historical bases prior to the Newhousn$action.

The condensed consolidated financial statesrfenthe three and six months ended June 30, &8t certain reclassifications of each
company'’s financial information to conform to Diseoy’s financial statement presentation, as follows

. The Condensed Consolidated Statements of Operdtaresbeen adjusted to eliminate the portion of I's earnings recorded |
DHC using the equity method during the period Janda2008 through June 30, 20!

. The Condensed Consolidated Statements of Opesdtiave been adjusted to allocate $39 million at®rfiillion of DCH’s earnings 1
Advance/Newhouse for the three and six months edded 30, 2008, respectively, which is recorded esmponent of the account
titled Net loss (income) attributable to r-controlling interests.

. Other comprehensive incoraadTotal comprehensive inconage reported in the Condensed Consolidated StatsrogéEquity rather
than in the Condensed Consolidated Statements efabpns

. DHC's results, excluding unallocated corporate cosdsdistontinued operations, have been reportedeitCimmerce, Education, a
Other segment. Unallocated corporate costs arsifitakin the* Corporate and intersegment eliminati” category

. All DHC share and per share data have been adjtstedlect the exchange with and into Discovergrsl, unless otherwise indical

Basis of Presentation
Unaudited I nterim Financial Statements

The condensed consolidated financial statesrtemte been prepared in accordance with U.S. GAspRcable to interim financial
information and with the instructions to Form 10a@d Article 10 of Regulation S-X. Accordingly, thdg not include all of the information
and notes required by GAAP for complete financiateaments. The condensed consolidated financigmns&nts are unaudited; however, in the
opinion of management, they reflect all adjustmertsisisting of those of a normal recurring nataegessary to present fairly the financial
position, the results of operations, and cash flfawshe periods presented in conformity with UGRAAP applicable to interim periods. The
results of operations for the interim periods pnése are not necessarily indicative of resultsfierfull year or future periods.

The condensed consolidated financial statesrsmuld be read in conjunction with the Compangigésed audited consolidated financial
statements and notes thereto as of and for the jfe@s ended December 31, 2008, included in D&ydB®ommunications, Inc.’s Current
Report on Form 8-K filed with the U.S. Securitiesl&xchange Commission (“SEC”) on June 16, 200%. yigar-end condensed balance sheet
was derived from audited financial statements,dogts not include all disclosures required by U.SAB.

Use of Estimates

The preparation of the consolidated finansfatements in accordance with U.S. GAAP requiresagament to make estimates, judgments,
and assumptions that affect the amounts reportdteisonsolidated financial statements and notetb. Management continually re-
evaluates its estimates, judgments, and assumg@iheanagement’s assessments could change. Aesuits may differ from those
estimates, judgments, and assumptions and coukldavaterial impact on the consolidated finanditements.

Significant estimates, judgments, and asswmgtinherent in the preparation of the consolidéiteahcial statements include consolidation
of variable interest entities, accounting for basmacquisitions, dispositions, allowances for tfallaccounts, content
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (continued)
(unaudited)

rights, asset impairments, redeemable interestgbsidiaries, estimating fair value, revenue reiagn depreciation and amortization, share-
based compensation, income taxes, and contingencies

Consolidation and Accounting for | nvestments

The condensed consolidated financial statesriantude the accounts of Discovery, all majoritya@d subsidiaries in which a controlling
interest is maintained, and variable interest iestif*'VIE”) for which the Company is the primary beneficiarpn@olling interest is determine
by majority ownership interest and the ability talaterally direct or cause the direction of marmagat and policies of an entity after
considering any third-party participatory rightheTCompany applies the guidelines set forth in FA8Brpretation No. 46RZonsolidation of
Variable Interest Entities, an Interpretation of BRIo. 51(“FIN 46R”), in evaluating whether it has interestsVIEs and in determining
whether to consolidate any such entities. All digant inter-company accounts and transactions éetwconsolidated companies have been
eliminated in consolidation.

The Company’s foreign subsidiaries’ assetslatulities are translated at exchange ratesfiectfat the balance sheet date, while results of
operations are translated at average exchangefoatih® respective periods. The resulting assétliability translation adjustments are
included as a separate componenhotumulated other comprehensive losthe Condensed Consolidated Balance Sheets:datepany
accounts of a trading nature are revalued at exygheates in effect at each month end and are iedlag part of operating income in the
Condensed Consolidated Statements of Operations.

Investments in entities of 20% to 50%, withawtontrolling interest, and other investments avieich the Company has the ability to
exercise significant influence but not control aceounted for using the equity method. Investmienésitities of less than 20% over which the
Company has no significant influence are accoufdedt fair value or using the cost method.

Subsequent Events

The Company has evaluated subsequent eveatgththe time of filing this Quarterly Report oarf 10Q on August 4, 2009. No matet
subsequent events have occurred since June 30t2810¢hould be recorded or disclosed to keepdhdensed consolidated financial
statements from being misleading.

2. RECENTLY ISSUED ACCOUNTING AND REPORTING PRONOUN CEMENTS
Accounting and Reporting Pronouncements Adopted
Subsequent Events

In May 2009, the FASB issued Statement No, Séfhsequent Event$-AS 165”), which establishes general standardacobunting for
and disclosure of events that occur after the lsalaheet date but before financial statementsaved or are available to be issued. FAS 165
requires disclosure of the date through which dityelmas evaluated subsequent events, which facdVisry is the date the financial statements
were issued. Effective June 30, 2009, the Compdoptad the provisions of FAS 165, which are beipgliad prospectively. The adoption of
FAS 165 did not have a material impact on the Camijsaconsolidated financial statements. The reledistlosures required by FAS 165 are
included in Note 1.

Interim Disclosures about Fair Value of Financial | nstruments

In April 2009, the FASB issued FASB Staff Rmsi (“FSP”) No. FAS 107-1 and APB 28-hterim Disclosures about Fair Value of
Financial Instrument(“FSP FAS 107-1 and APB 28-1"). This FSP amends B/&$atement No. 10Disclosures about Fair Value of
Financial Instrument;, and Accounting Principles Board (“APB”) OpinioroN28, Interim Financial Reporting to require disclosures about
fair value of financial instruments in interim fimaal statements in addition to annual financiatesnents. Effective June 30, 2009, the
Company adopted the interim disclosure requiremeinsSP No. 107-1 and APB 28-1, which are beindiagprospectively. The adoption of
FSP 107-1 and APB 28-1 did not have a material ahpa the Company’s consolidated financial statasmerhe relevant disclosures required
by FSP 107-1 and APB 28-1 are included in varicatesito the consolidated financial statements.

Determining Whether | nstruments Granted in Share-Based Payment Transactions Are Participating Securities

In June 2008, the FASB issued FSP Emergingels3ask Force (“EITF”) Issue No. 03-6Hetermining Whether Instruments Granted in
Share-Based Payment Transactions Are Participafaguritie“FSP EITF 03-6-1"). The provisions of FSP EITF 63 became effective for
the Company on January 1, 2009. This FSP provitgsall outstanding unvested share-based paymeartiawhat contain rights to non-
forfeitable dividends or dividend equivalents (wWiestpaid or unpaid) are considered participatiraygges. Because such awards are
considered participating securities, the issuinityeis required to apply the two-class method afputing basic and diluted earnings per share
retrospectively to all prior-period earnings pearghcomputations. The adoption of FSP EITF 03-6&dInhdt impact the Company’computatio
of earnings per share for the periods presented.

Determination of the Useful Life of I ntangible Assets

In April 2008, the FASB issued FSP No. 1428termination of the Useful Life of Intangible AsgeFSP 142-3"), which amends the
factors that should be considered in developingweh or extension assumptions used to determinadétil life of a recognized intangik



asset pursuant to FASB Statement No. Bi@ydwill and Other Intangible Asset$AS 142"). Effective January 1, 2009, the Company
adopted the provisions of FSP 142-3, which aredghapplied prospectively to intangible assets
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (continued)
(unaudited)

acquired on or subsequent to the effective date.ddmpany’s policy is to expense costs incurrezbtaractually renew or extend the terms of
its intangible assets. The adoption of FSP 1424d3dt impact the Company’s consolidated finandiatesnents.

Disclosures about Derivative | nvestments and Hedging Activities

In March 2008, the FASB issued Statement M@, Disclosures about Derivative Instruments and Heddhetivities, an Amendment of
FASB Statement No. L.(“FAS 161"), which amends and expands the disclseaquirements of FASB Statement No. 188counting for
Derivative Instruments and Hedging Activit(“FAS 133"), to include information about how andhwan entity uses derivative instruments;
how derivative instruments and related hedged it@rasaccounted for under FAS 133 and its relatetpretations; and how derivative
instruments and related hedged items affect aty&ntinancial position, financial performance, acash flows. The Company adopted the
provisions of FAS 161 effective January 1, 2009ichfare being applied prospectively. The adoptibRAS 161 did not have a material
impact on the Company'’s consolidated financialestents. The relevant disclosures required by FAISaté included in Note 9.

Non-controlling I nterests

In December 2007, the FASB issued FAS 160¢kvbBtablishes accounting and reporting standardbeé non-controlling interest in a
subsidiary, commonly referred to as minority ingtrémong other matters, FAS 160 requires that eamtrolling interests be reported within
the equity section of the balance sheet and tlesathounts of consolidated net income or loss andatimated comprehensive income or loss
attributable to the parent company and the nonrobimg interests are clearly presented separatetlie consolidated financial statements.
Also, pursuant to FAS 160, where appropriate, log@# be allocated to non-controlling interest&pwhen that allocation may result in a
deficit balance. Effective January 1, 2009, the @any adopted the provisions of FAS 160, which &iedapplied prospectively, except for
the presentation and disclosure requirements, wdrielbeing applied retrospectively to all periodsspnted. Upon adoption of FAS 160, non-
controlling interests of $25 million as of DecemB&r 2008 have been reclassified fr@iher noncurrent liabilitiezo Equity attributable to
non-controlling interesti the equity section of the Condensed ConsolidBeddnce Sheets. Additionally, $39 million and $i#lion
previously recorded adinority interests, net of tafor the three and six months ended June 30, 209®&&en reclassified tdet income
attributable to non-controlling interesend excluded from the captiddet incomen the Condensed Consolidated Statements of Opagati
The computation of earnings per share for all ppeniods is not impacted.

Business Combinations

In December 2007, the FASB issued StatementlBlb(R),Business Combinatiorf8AS 141R"),which requires, among other matters,
companies expense business acquisition transamtiin; record an asset for in-process researcdarelopment; record at fair value amounts
for contingencies, including contingent considenatias of the purchase date with subsequent adjussmecognized in operating results;
recognize decreases in valuation allowances oni@chdeferred tax assets in operating results, lware considered to be subsequent changes
in consideration and are recorded as decreasem®iwgll; and measure at fair value any nmontrolling interest in the acquired entity. Efige
January 1, 2009, the Company adopted the provigibR&S 141R, which are being applied prospectitelpew business combinations
consummated on or subsequent to the effective Wétde FAS 141R applies to new business acquistmmsummated on or subsequent to
the effective date, the amendments to FASB StateMenl109,Accounting for Income Tax€$-AS 109”), with respect to deferred tax
valuation allowances and liabilities for income tmcertainties, applies to changes in deferredradxation allowances and liabilities for
income tax uncertainties recognized in prior bussnacquisitions. In April 2009, the FASB issued A2R(R)-1,Accounting for Assets
Acquired and Liabilities Assumed in a Business Gpatlon That Arise from Contingenci(“FSP 141R-1"), which amends and clarifies the
accounting, recording and measurement of certaitirggent assets acquired and liabilities assumedhinsiness combination. The provisions
of FSP 141R-1 were effective immediately and regflito be applied retrospectively to business coatluins that occurred on or after January
1, 2009. The initial adoption of FAS 141R and F3RR-1, effective January 1, 2009, did not impaet@ompany’s consolidated financial
statements. Generally, the impact of FAS 141R défpend on future acquisitions.

Accounting for Collaborative Arrangements

In December 2007, the EITF issued EITF IssaeN-1,Accounting for Collaborative Arrangemerft&ITF 07-1"). EITF 07-1 defines
collaborative arrangements and establishes aceomuatid reporting requirements for transactions betwparticipants in the arrangement and
third parties. A collaborative arrangement is dediras a contractual arrangement that involvesna ¢aierating activity, such as an agreeme
co-produce and distribute programming with anothedia company. Effective January 1, 2009, the Camypaopted the provisions of EITF
07-1, which are being applied retrospectively tgpaliods presented for all collaborative arranget®i@s of the effective date. The adoption of
EITF 07-1 did not have a material impact on the @any’s consolidated financial statements. The seiedisclosures required by EITF 07-1
are included in Note 6.
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Fair Value Measurements

In September 2006, the FASB issued StatementLbl7,Fair Value Measurement$FAS 157”), which establishes the authoritative
definition of fair value, sets out a framework foeasuring fair value, and expands the requiredadisces about fair value measurement. The
provisions of FAS 157 related to financial asseis labilities as well as nonfinancial assets aablilities carried at fair value on a recurring
basis were adopted prospectively on January 1, 2808lid not have a material impact on the Compacghsolidated financial statements. In
February 2008, the FASB issued FSP No. 15Fffactive Date of FASB Statement No. (58P 157-2"), which delayed the effective date of
FAS 157 for non-recurring measurements of non-fiferassets and liabilities to fiscal years begigrafter November 15, 2008 and interim
periods within those fiscal years. Effective Jagugr2009, the Company adopted the provisions db B&7 related to non-financial assets and
liabilities measured at fair value on a non-reagasis, which are being applied prospectivelye atoption of FAS 157 for non-recurring
measurements of non-financial assets and lialsildid not have a material impact on the Companytsolidated financial statements. The
relevant disclosures required by FAS 157 are ireduid Note 5.

Accounting and Reporting Pronouncements Not Yet Adated
Consolidation of Variable I nterest Entities

In June 2009, the FASB issued Statement No. Aiendments to FASB Interpretation No. 4§(RAS 167”), which amends certain
requirements of FIN 46R. Among other matters, FA3 fequires a qualitative rather than a quantitagimalysis to determine the primary
beneficiary of a VIE; amends FIN 46R’s considenatid related party relationships in the determmratf the primary beneficiary of a VIE by
providing, among other things, an exception withpet to de facto agency relationships in certmoumstances; amends certain guidance in
FIN 46R for determining whether an entity is a Wihich may change an entity’s assessment of whidities with which it is involved are
VIEs; requires continuous assessments of whethengty is the primary beneficiary of a VIE; andjuéres enhanced disclosures about an
entity’s involvement with a VIE. In general, thesdiosure requirements are consistent with the prawvé of FSP No. FAS 140-4 and FIN 46
(R)-8, Disclosures by Public Entities (Enterprises) abotansfers of Financial Assets and Interests in &lale Interest EntitiesThe
provisions of FAS 167 will be effective for Discayeon January 1, 2010, and will be applied retrotipely to all periods presented. The
Company is currently evaluating the impact thatghevisions of FAS 167 will have on its consolidhfanancial statements.

3. VARIABLE INTEREST ENTITIES

Discovery holds investments in multiple veesjrmost of which were determined to be varialtler@st entities. The following table
provides a list of investments in variable interstities as of June 30, 2009 and the method afuaiting.

Percentage c Accounting
Ownership Method

Ventures with the British Broadcasting Corporation:

JV Programs, LLC"JVF") 50% Consolidatec

Joint Venture Network, LLC*JVN") 50% Consolidatec

Animal Planet Europ 50% Consolidatec

Animal Planet Latin Americ 50% Consolidatec

People+Arts Latin Americ 50% Consolidatec

Animal Planet Asit 50% Consolidatec

Animal Planet Japa 33% Consolidatec
Other ventures:

Oprah Winfrey Networl 50% Consolidatec

DHJV Company LLC “Hasbro- Discovery Joint Ventu”) 50% Equity Methot

For consolidated ventures, during the threatiended June 30, 2009, $6 million of net logeerated by the ventures was allocated to
other venture partners. Approximately $2 milliord@¥ million of net income generated by the vergwas allocated to other venture partners
during the six months ended June 30, 2009 and 2@8Bectively. Amounts allocated to other ventuaerners are recorded et loss (income
attributable to non-controlling interests the Condensed Consolidated Statements of Opagati

Ventures with the British Broadcasting Corporation

The Company and the British Broadcasting Capon (“BBC”) formed several cable and satellggetvision network ventures, other than
JVN, to produce and acquire factual-based confédré.JVN venture was formed to provide debt fundmthe other ventures. In addition to its
own funding requirements, Discovery has assume®&Bf@’s funding requirements, giving the Company
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preferential cash distribution for these joint wees. The equity interests of the ventures owneth&yBBC are reported as non-controlling
interests. No cumulative operating losses genetatdatie ventures were allocated to the BBC’s nontrolling interests. In accordance with
venture arrangement, no losses can be allocatihe 8BC in excess of distributable cash to the B&Geach joint venture.

Pursuant to the venture agreements, the BBGhearight to require the Company to purchasB®E€’s interests in the People+Arts Latin
America venture and the Animal Planet venturegifain conditions are not met. Additional infornasitiregarding the BBC's put right is
disclosed in Note 10.

Oprah Winfrey Network

Discovery formed a 50-50 joint venture withr@p Winfrey and Harpo, Inc. (“Harpo”) to rebrandsBovery Health Channel as OWN: The
Oprah Winfrey Network (“OWN Network”), which was esummated on July 23, 2008. It is expected thatdVisry Health Channel will be
rebranded as the OWN Network in early 2010. Purtsieatihe arrangement, Discovery will contributeiitserest in the Discovery Health
Channel and certain DiscoveryHealth.com contentHaugho will contribute the Oprah.com website (whiaiil serve as the platform for the
venture website) and certain Oprah.com contentdvisry and Harpo are required to make these caiitis on the launch date unless it is
mutually agreed that certain contributions willrhade prior to the launch date for the benefit efithnture. The equity interests of the OWN
Network owned by Harpo are reported as-controlling interests.

Pursuant to the venture agreement, Discowecpinmitted to loan up to $100 million to the veatthrough September 30, 2011 to fund
operations, of which $18 million has been fundedulyh June 30, 2009. The Company anticipates tharéficant portion of the $100 million
funding obligation will occur in 2009. To the extdanding the joint venture in excess of $100 roillis necessary, the Company may provide
additional funds through a member loan or requieeventure to seek third party financing. Discovexpects to recoup the entire amount
contributed in future periods provided that thenjaienture is profitable and has sufficient funasepay the Company.

Pursuant to the venture agreement, Harpoheasght to require the Company to purchase ierést in the OWN Network venture if cert:
conditions are not met. Additional information redjag Harpo’s put right is disclosed in Note 10.

Hasbro-Discovery Joint Venture

On May 22, 2009, Discovery and Hasbro, Intlagbro”) formed a 50-50 joint venture that will opie a television network and website
dedicated to children’s and family entertainmerd educational programming. Hasbro acquired a 50%eoship interest in the joint venture,
which will hold the assets related to the Discovéiys Network (“Discovery Kids”) in the U.S., forhich Discovery received consideration of
$300 million and a tax receivables agreement ciiliiscover 20 years valued at $57 million. Uponghase of its ownership interest, Hasbro
received a step-up in tax basis for its portiothefjoint venture assets. To the extent Hasbraleability to amortize this tax basis, it is
contractually obligated to share the tax benefppas$ of purchase consideration. As part of thedaation, Discovery provided Hasbro a
guarantee of performance, valued at less than $ibmiThe maximum exposure to loss under this gotee of performance is below
$300 million. The Company believes the likelihosdémote that this performance guarantee could hawaterial adverse impact on the
Company.

Hasbro and Discovery have equal representatiahe joint venture’s board of directors thatrsees a management team responsible for
programming, scheduling and operations. Programtfiinthe joint venture will include animation, garsteows, and live-action series and
specials. The TV network and online presence alfanglude content from Discovery Kids’ existingptary. Discovery provides certain
advertising sales services, distribution, origioatand other operational requirements for the jeémture, while Hasbro provides studio-
produced programming and merchandising for intali@loproperty associated with the network. Hasbitbprovide the joint venture with a
$125 million licensing revenue guarantee, whicbxpected to be earned over the licensing term.

Beginning May 22, 2009, Discovery ceased tusotidate the gross operating results of Disco¥ddg. However, as Discovery continues to
be involved in the operations of the joint ventuhe Company has not presented the financial positesults of operations, and cash flows of
Discovery Kids recorded through May 21, 2009 asatitinued operations. The Company’s interest irjdihv venture is accounted for using
the equity method of accounting, which was inifialalued at $357 million. Accordingly, the Compasigonsolidated results of operations
include the gross operating results of Discoveryskthrough May 21, 2009, whereas for subsequerdgsebiscovery records only its
proportionate share of the joint venture’s net afieg results.

In connection with the formation of the joirenture, the Company recognized a gain of $252anjlwhich included $127 million as a
result of “stepping up” its basis for the 50% re&l interest in Discovery Kids and $125 million foe sale of 50% of its ownership interest to
Hasbro.

4. DISCONTINUED OPERATIONS

In September 2008, as part of the Newhousestion, DHC completed the spin-off to its shalédis of AMC, a subsidiary holding the
cash and businesses of DHC, except for certaimbsases that provide sound, music, mixing, soureteffand other related services. The A
spin-off did not involve the payment of any consat®sn by the holders of DHC common stock and wagtured as a tax free transaction
under Sections 368(a) and 355 of the Internal Rez&ode of 1986, as amended. There was no gais®rélated to the spin-off. Subsequent
to the AMC spin-off, the companies no longer hamg @awnership interests in each other and operalepi@ndently.

In September 2008, DHC sold its ownershipregts in AMSTS and AccentHealth for approximatefyndillion and $119 million,
respectively, in cash. AMSTS and AccentHealth weenaponents of the AMC business. It was determihadAMSTS and AccentHealth we



non-core assets, and the sale of these compangesonaistent with DHC'’s strategy to divest non-cssets. The sale of these companies
resulted in pre-tax gains of approximately $3 millfor AMSTS and $64 million for AccentHealth, whic
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were recorded at the time of the dispositions. Chenpany has no continuing involvement in the openatof AMSTS or AccentHealth.

As there is no continuing involvement in thEemtions of AMC, AMSTS, or AccentHealth, in accamde with FASB Statement No. 144,
Accounting for the Impairment or Disposal of L-Lived Asset§'FAS 144”), revenues and expenses in the Conde@sedolidated
Statements of Operations for the three and six hzoahded June 30, 2008 have been adjusted to exatadunts for these companies. These
three companies generated combined revenues ofriilligh and $348 million during the three and swonths ended June 30, 2008,
respectively, as well as net operating income aoffifon, or approximately $0.01 per share, alldfich was attributable to Discovery
Communications, Inc., for both the three and sinthe ended June 30, 2008. The combined net opgrasults were not significant and,
therefore, have been recorded as a componédthafr non-operating income, nietthe Condensed Consolidated Statements of OpagatNo
gains or losses on these dispositions were recondib@ periods presented. Cash flows from AMC, AMSand AccentHealth have not been
segregated as discontinued operations in the Cerdebonsolidated Statements of Cash Flows. Noesttexpense was allocated to
discontinued operations for the periods presengedih since there was no debt specifically attebld to discontinued operations or that was
required to be repaid following the dispositions.

5. FAIR VALUE MEASUREMENTS

In accordance with FAS 157, a fair value measient is determined based on the assumptiona tafrket participant would use in pricing
an asset or liability. FAS 157 also establishelrag-tiered hierarchy that draws a distinction leetvmarket participant assumptions based on
(i) observable inputs such as quoted prices ivactiarkets (Level 1), (ii) inputs other than quopeides in active markets that are observable
either directly or indirectly (Level 2), and (iilnobservable inputs that require the Company tgussent value and other valuation techniques
in the determination of fair value (Level 3).

Assets and Liabilities Measured at Fair Value on &ecurring Basis

The following tables present information abassets and liabilities measured at fair value mtarring basis (in millions).

Fair Value Measurements
as of June 30, 2009 Usin¢
Quoted Market Significant

Prices in Active Other Significant
Markets for Observable Unobservable
Total Fair Value as of Identical Asset: Inputs Inputs
June 30, 2009 (Level 1) (Level 2) (Level 3)
Assets:
Trading securitie $ 30 $ 30 $ —  $ —
Derivatives (Note 9 23 — 23 —
Liabilities:
Derivatives (Note 9 77) — (77) —
Deferred compensation pli (30) — (30) —
HSW International, Inc. liabilit 4 — (4) —
Redeemable ne-controlling interests in subsidiaries (Note ! (49) — — (49)
$ (107) $ 30 $ 88) $ (49)
Fair Value Measurements
as of December 31, 2008 Using:
Quoted Market Significant
Prices in Active Other Significant
Markets for Observable Unobservable
Total Fair Value as of  Identical Asset: Inputs Inputs
December 31, 200: (Level 1) (Level 2) (Level 3)
Assets:
Trading securitie $ 36 % 36 $ — $ —
Available-for-sale securitie 15 15 — —
Liabilities:
Derivatives (112) — (112) —
Deferred compensation pli (36) — (36) —
HSW International, Inc. liabilit @) — @) —
Redeemable n«-controlling interests in subsidiari (49 — — (49
$ (153 $ 51 $ (155 $ (49)
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For assets that are measured using quoteekgriactive markets, the total fair value is thblighed market price per unit in active markets
multiplied by the number of units held without cifesation of transaction costs.

The fair value of derivative instruments, whimnsist of interest rate and foreign currencyglesdis determined using the published market
price of similar instruments with similar maturgiand characteristics, interest rate yield curaed,measures of interest rate volatility, adjusted
for any terms specific to the asset or liabilitydaronperformance risk.

The fair value of the deferred compensati@npiability is determined based on the fair vabfi¢he related investments elected by

employees.

The Company owns approximately 23 million glsafor 43%) of HSW International, Inc. (“HSWI”). &linvestment is accounted for using
the equity method. The Company has agreed to dijhdistribute approximately 18 million of the H3Whares to the former shareholders of
HowStuffwWorks.com, Inc. (“HSW?”), or (i) sell appxamately 18 million of the HSWI shares and disttdsubstantially all proceeds in excess
of $0.37 per share to the former shareholders aVHBhrough September 2008, the fair value of then@any’s liability to the former HSW
shareholders was determined using a discountedficaghanalysis. In October 2008, the Company bagang a Black-Scholes option pricing

model to value the liability.

The fair value of the redeemable non-contglinterests in subsidiaries is determined based thpe exercise of the BBC put right and an
estimate of the proceeds from a hypothetical skieterests in certain ventures and a distributbthe proceeds to the venture partners based
on various rights and preferences. Additional infation regarding the redeemable non-controllingriggts in subsidiaries is disclosed in Note

10.

The following table reconciles the beginnimgl &nding balances of Level 3 measurements andifidsrihe net income the Company

recorded (in millions).

Beginning balanc
Total gains (losses
Included in net incom
Included in other comprehensive inco
Purchases, issuances, settlements
Transfers (in) and/or out of Level

Ending balanc

Beginning balanc
Total gains (losses
Included in net incom
Included in other comprehensive inco
Purchases, issuances, settlements
Transfers (in) and/or out of Level

Ending balanc

Three Months Endec
June 30, 2009

Three Months Ended
June 30, 2008

Redeemable Redeemable
Non-controlling Non-controlling
Interests in HSWI Interests in
Subsidiaries Liability Subsidiaries
(recast)
$ 49 $ (G4 $ (49)
_ 11 _
$ 49 $ 43 $ (49)

Six Months Endec
June 30, 2009

Six Months Ended
June 30, 2008

Redeemable Redeemable
Non-controlling Non-controlling
Interests in HSWI Interests in
Subsidiaries Liability Subsidiaries

(recast)
$ (49 $ B4 $ (49
I 11 I
$ (49) $ (43 $ (49)

Gains and losses recognized for liabilitielsigd using significant unobservable inputs werereg as a component Gther non-operating
income, nein the Condensed Consolidated Statements of Opagati
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Assets and Liabilities Measured at Fair Value on &lon-Recurring Basis

The majority of the Company’s non-financiadtimments, which include goodwill, intangible asseroperty and equipment, and equity
method investments, are not required to be caatiddir value on a recurring basis but are sulieéir value adjustments only in certain
circumstances. If certain triggering events oceauwhsthat a non-financial instrument is requiretiéoevaluated for impairment, a resulting asset
impairment would require that the non-financialtineent be recorded at the lower of historical @psts fair value.

The following table presents information abasgets measured at fair value on a non-recurasi lfin millions).

Fair Value Measurements
as of June 30, 2009 Usin¢
Quoted Market Significant

Prices in Active Other Significant
Markets for Observable Unobservable
Total Fair Value as of Identical Asset: Inputs Inputs
June 30, 2009 (Level 1) (Level 2) (Level 3)
Intangible asset $ 17 $ — 3 — 3 17
Capitalized softwar 4 — — 4
$ 21 $ — 3 — 3 21

In accordance with FAS 144, assets held aad wéth a carrying amount of $47 million were waittdown to a fair value of $21 million,
resulting in a pretax charge of $26 million. A faglue measurement was required due to a declieggacted future operating results. The fair
values were determined by the application of aaliated cash flows model and market based appr@sdh flows were determined based on
Company estimates of future operating results aebdnted using an internal rate of return constsigth that used by the Company to
evaluate cash flows of other assets of a similaureaThe market approach relied on public infoioratelated to certain financial measures.
Additional information regarding the fair value nsegements is disclosed in Note 7.

6. CONTENT RIGHTS

The following table presents a summary ofdbmponents of content rights (in millions).

June 30, December 31
2009 2008

Produced content right

Completec $ 1,73¢ $ 1,42(

In-production 271 27C
Ca-produced content right

Completec 42¢ 462

In-production 71 63
Licensed content right:

Acquired 24¢ 21¢

Prepaic 12 17
Content rights, at co: 2,77 2,45(
Accumulated amortizatio (1,462 (1,214
Content rights, ne 1,30¢ 1,23¢
Current portior (78) (73)
Noncurrent portiot $ 1,23( $ 1,16:

For the three and six months ended June 3®,2Be Company recorded amortization expenseebtatcontent rights of $172 million and
$339 million, respectively. Amortization expenstated to content rights was $161 million and $3liion for the three and six months ended
June 30, 2008, respectively. Amortization expenae kecorded as a componentaists of revenudn the Condensed Consolidated Statem
of Operations. Amortization expense for the thneg six months ended June 30, 2009 included charfg&s7 million and $26 million,
respectively, related to the decision not to prdogih certain completed and in-process contettt@Company’s U.S. Networks and
International Networks segments. Amortization exgeefor the three and six months ended June 30, iB@0&led charges of $14 million and
$15 million, respectively, related to the decisrart to proceed with certain completed and in-preaestent at the Company’s U.S. Networks
and International Networks segments. The charges the result of management evaluating the Comgamggramming portfolio assets and
concluding that certain programming was no londignad with the Company’s strategy and would nakembe aired.
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The Company enters into collaborative co-poedicontent right arrangements (“co-productiongigmeby it obtains certain editorial and
distribution rights to content assets in returnftording production costs. The Company’s levelnafolvement in co-productions ranges from
review of the initial production plan to detailediterial oversight through each stage of the préidagprocess. As the Company shares in the
variable risks and rewards of content creatiorselm-productions are within the scope of EITF 07-1

The Company capitalizes the net cost of calpetons and amortizes them in accordance witbdtgent amortization policy. The
Company'’s policy is to record cash receipts fotrdiation, advertising and royalty revenue thauiefom the use of co-produced content as
gross revenue in accordance with EITF Issue Ndl®®Reporting Revenue Gross as a Principal versus BleinaAgent The Company
generally does not allocate revenue to specifitertrrights, and there were no royalty revenuesxpenses associated with co-production
partners during the three and six month periode@ddine 30, 2009 and 2008. For the three and sutmperiods ended June 30, 2009,
participation costs of $35 million and $59 milliarere capitalized as part of geduction content, which included payments of #fillion and
$14 million to a coproduction partner that is consolidated. Partiéipatosts of $23 million and $39 million were cafited as a component
co-production content for the three and six morgthquls ended June 30, 2008, respectively, whidldiecpayments of $3 million and
$4 million to a consolidated co-production partner.

7. GOODWILL AND INTANGIBLE ASSETS
Goodwill

The following table presents a summary ofGleenpany’s goodwill by reportable segment (in mik.

Commerce
uU. S. International Education,
Networks Networks and Other Total

Balance as of December 31, 2( $ 5,56¢ $ 1,27: $ 49 $ 6,891
Disposition (437) — — (437)
Purchase accounting adjustm (18 — — (18
Foreign currency translation adjustme — 3 — 3
Balance as of June 30, 20 $ 5,11/ $ 1,27¢ $ 49 $ 6,43¢

Goodwill decreased $452 million during the signths ended June 30, 2009. The decrease wagilyiat&ibutable to Discovery Kids
disposition and an adjustment to the purchase foicéhe acquisition of HSW.

As disclosed in Note 3, in May 2009 Discovand Hasbro formed a joint venture that will operatelevision network and website to
deliver children’s and family entertainment and @ational programming. In connection with the forioatof the joint venture, the Company
transferred Discovery Kids to the venture, whicksyeeviously a component of the Other U.S. Netwoej®rting unit. For its contribution, t
Company received a 50% ownership interest in the y@nture and Hasbro acquired the remaining 50&eoship interest for $357 million. It
was determined that Discovery Kids met the debnitbf a business under FAS 141R and, thereforeCtimepany allocated $437 million of the
Other U.S. Networks reporting unit goodwill to Disery Kids pursuant to FAS 142. The allocation obdwill was based on the relative fair
values of Discovery Kids and the portion of the @tbl.S. Networks reporting unit that was retained.

During the quarter ended June 30, 2009, thagamy reversed a deferred tax liability for lossesirred for other than temporary declines
during 2008 in the value of the equity investmentiSWI, which resulted in an $18 million reductieihgoodwill.
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Intangible Assets

The following table presents a list of theggr@arrying value of the Company’s intangible asaatl related accumulated amortization by
major category (in millions, except years).

Weighted Average June 30, 2009 December 31, 2008
Amortization Period Accumulated Accumulated
(Years) Gross Amortization Net Gross Amortization Net
Intangible assets subject
amortization:
Trademarks 6 $ 33 $ (13) $ 2C $ b55 $ (23 $ 32
Customer list: 25 52¢€ (54) 474 611 (107) 504
Other 5 4 1) 3 36 (24) 12
Total 565 (69) 497 702 (154) 54¢
Intangible assets not subject to
amortization:
Trademarks 16€ — 16¢€ 16€ — 16€
Total $ 73 $ (68) $ 665 $ 87C $ (1549 $ 71€

Intangible assets, net decreased $51 millioing the six months ended June 30, 2009 due pityriaramortization expense and noncash
impairment charges. Excluding impairment chargemréization expense related to intangible assets$d million and $24 million during t
three months ended June 30, 2009 and 2008, regggcuring the six months ended June 30, 20092848, amortization expense related to
intangible assets, excluding impairment charges, $28 million and $46 million, respectively.

The following table presents the Company’sheste of its aggregate annual amortization expéorsimtangible assets subject to
amortization for the remainder of 2009 and eacthefsucceeding four years based on the amountasfgible assets as of June 30, 2009 (in
millions).

July 1, 2009 —
December 31, 20C 2010 2011 2012 2013 Thereafter

Amortization expens $ 21 $ 4 $ 31 $ 28 $ 26 $ 35C

The amount and timing of the estimated expeirséhe above table may vary due to future actijoins, dispositions, or impairments.

Impairments

As disclosed in Note 3, Discovery sold a 50%tiest in Discovery Kids, which was determinetdéca business under FAS 141R. As a
result, the Company was required to allocate gobbtvDiscovery Kids based on the relative fairued of Discovery Kids and the remaining
portion of the Other U.S. Networks reporting uAitlditionally, the Company tested goodwill and Idivgd assets, including definite lived
intangible assets, for impairment under FAS 142FBA8 144, respectively, for the remaining portidriree Other U.S. Networks reporting unit
as of June 30, 2009.

The Company used the purchase consideratmnidad by Hasbro to determine the fair value ofdDigery Kids. In determining the fair
value of the portion of the reporting unit remampithe Company used a discounted cash flows (“D@tjlel and market based approach. The
significant assumptions used in the DCF modelsterthine the fair value of the remaining componeiithe Other U.S. Networks reporting
unit were generally consistent with those usedndu®008, except that the expected cash flows ¢dicecomponents declined causing long-
term growth rates to increase slightly. The masdggroach relied on public information and involties exercise of judgment in identifying the
relevant comparable company market multiples. Thm@any multiplied certain financial measures of@tber U.S. networks reporting unit
by the market multiples identified in determinifg testimated fair value. Based on a decline in &epefuture operating performance and
market multiples for certain asset groups of thieeDt.S. Networks reporting unit, the carrying wswf certain definite lived intangible assets
and capitalized software exceeded their fair valdesordingly, the Company recorded impairment gkarof $17 million and $3 million
related to certain definite lived intangible assetd capitalized software, respectively, of theedth.S. Networks reporting unit. Despite the
decline in fair value of the definite lived intabig assets and capitalized software for certaiatagsups, the overall fair value of the Other
U.S. Networks reporting unit exceeds its carryingpant and, therefore, goodwill of the reportingtusinot impaired. A hypothetical 20%
reduction in fair value of the Other U.S. Networkporting unit would result in carrying value of goodwill exceeding fair value by 1%.

In addition to the above tests, it was detaadithat the expected future operating performéomrcene of the asset groups in the Europe
(excluding the U.K.), Middle East and Africa (“EMEQreporting unit was lower than expected. As aileshe Company tested long lived
assets, including definite lived intangible assfetsimpairment. The Company used a DCF model tonege fair value. The DCF model
utilized projected financial results, which weraggally below those used during 2008. Based omld¢néine in expected future operating
performance, it was determined that the carryingevaf certain definite lived intangible assetseeaed their fair values. Accordingly, the
Company recorded an impairment charge of $6 millibthe EMEA reporting unit. Despite the declinédi value of the definite lived
intangible assets, the overall fair value of theEMreporting unit exceeds its carrying amount dhdrefore, goodwill of the reporting unit is
not impaired
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Except for the interim impairment tests disagsabove, no other interim impairment analyseéhefCompany’s goodwill or intangible
assets have been required in 2009.

8. DEBT

The following table presents our outstandieftdy instrument type (in millions).

June 30, December 31
2009 2008
$1.0 billion Term Loan A, due quarterly Decembe®2@o October 201 $ 42¢ $ 93¢
$1.5 billion Term Loan B, due quarterly Septemh@d2to May 201 1,47(C 1,47¢
$500 million Term Loan C, due quarterly June 200%1ay 2014 49¢ —
$1.6 billion Revolving Loan, due October 2C — 31t
7.45% Senior Notes, se-annual interest, due September 2 55 55
8.37% Senior Notes, se-annual interest, due March 20 22C 22C
8.13% Senior Notes, se-annual interest, due September 2 23t 23t
Floating Rate Senior Notes, s«annual interest, due December 2012 (2.0% at Jun20®® and 3.3% ¢
December 31, 200¢ 90 a0
6.01% Senior Notes, se-annual interest, due December 2( 39C 39C
Obligations under capital leas 98 67
Other notes payab 1 1
Total debt outstandin 3,48¢ 3,78¢
Unamortized discour (12 —
Total debt outstanding, n 3,474 3,78¢
Current portior (421) (458)
Long-term debt $ 3,05: $ 3,331

In May 2009, DCH, a wholly-owned subsidiarytibé Company, entered into Credit Agreement SupgferiNo. 1 (“Term Loan C") to its
Term Loan B with Bank of America N.A. (as admingive agent and lender). Pursuant to Term Loan@H hcurred $500 million of
indebtedness, which matures on May 14, 2014. They T@an C indebtedness is repayable in equal gupartstaliments of $1.25 million
(totaling 1% annually) beginning June 30, 2009 tigto March 31, 2014, with the balance due on theuritgtdate and bears interest at an in
rate of LIBOR plus an applicable margin of 3.25%l an_IBOR floor of 2.00%, which was 5.25% at JuBe 3009. Approximately $162
million and $315 million of the net proceeds frorarih Loan C were used to repay outstanding indebtedander the Term Loan A and the
Revolving Loan, respectively. The Company capitaiapproximately $10 million of deferred financitwgsts as a result of this transaction.
From May 14, 2009 through June 30, 2009, the weifjaverage effective interest rate for Term LoameS 6.03%.

Discovery’s $1.5 billion Term Loan B and $5@dlion Term Loan C are each secured by the asgdi&CH, excluding assets held by
DCH'’s subsidiaries. The remaining Term Loan A, Rewg Loans and Senior Notes are unsecured.

The following table presents a summary of daled and estimated debt payments excluding cdp#dak obligations and other notes
payable for the remainder of 2009 and each of tlikeeseding four years based on the amount of debtamaing as of June 30, 2009 (in
millions).

July 1, 2009 —
December 31, 20C 2010 2011 2012 2013 Thereafter

Long-term debt paymen $ 197 $ 31€ $ 24C $ 34E $ 20 $ 2,26¢

The Company uses derivative instruments toifyéts exposure to interest rate fluctuations tsndebt. The Term Loans, Revolving Loan,
and Senior Notes contain covenants that requir€tmpany to meet certain financial ratios and ptasgrictions on the payment of dividends,
sale of assets, borrowing level, mergers, and @sehof capital stock, assets, and investmentsCohgpany was in compliance with all debt
covenants as of June 30, 2009 and December 31, 2008

Fair Value of Debt

The fair value of the Company’s borrowings 884 billion at both June 30, 2009 and DecembeRB@8, respectively, which was
estimated based on current market rates and greciitg for similar debt types and maturities.
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9. DERIVATIVE FINANCIAL INSTRUMENTS

The Company uses derivative financial instrote¢o modify its exposure to market risks fromradpes in interest rates and foreign exchi
rates. The Company does not hold or enter intonfired instruments for speculative trading purposes.

The Company’s interest expense is exposetements in shotierm interest rates. Derivative instruments, intigdoth fixed to variab
and variable to fixed interest rate swaps, are ts@dodify this exposure. The majority of the Comya debt is variable rate and the Company
uses derivatives to effectively fix the amountrmtrest paid. The variable to fixed interest rattriuments are based on the thmeeath LIBOR
rate and have a total notional amount of $2.3dvilland have a weighted average interest rate 8% 4 June 30, 2009. The fixed to variable
interest rate agreements have a total notional atr@f$50 million and have a weighted average egerate of 5.82% at June 30, 2009. In
addition, the Company has forward starting variablixed interest rate instruments with a totatiowal amount of $860 million and a
weighted average interest rate of 2.60% at Jun&(BD.

On January 29, 2009, the Company enterecwadb100 million forward starting swaps with fixpdy rates of 2.94% and 2.93%, receiving
the three-month LIBOR rate, starting June 30, 284d maturing on March 31, 2014. On March 18, 2899 Company entered into a
$50 million forward starting swap with a fixed peate of 2.75%, receiving the thrementh LIBOR rate, starting June 30, 2010 and maguon
March 31, 2014. On March 4, 2009, the Company teateid an unexercised interest rate swap put withtianal amount of $25 million. On
May 13, 2009, the Company entered into a $50 milfarward starting swap with a fixed pay rate &326, receiving the three month LIBOR
rate, starting June 30, 2010 and maturing on Maigt2014.

Of the total notional amount of $3.2 billiaminterest rate derivatives, a notional amount28illion of these derivative instruments are
highly effective cash flow hedges as of June 30920 he change in the fair value of derivativesglested as hedging instruments is reported
as a component &ccumulated other comprehensive loeshe Condensed Consolidated Balance Sheets.&aoylportion of these
instruments become ineffective due to a restruoguin the Company’s debt, the monthly changesimvidue would be reported as a
component oDther non-operating income, neh the Condensed Consolidated Statements of Opesaffhe Company does not expect
material hedge ineffectiveness in the next twehaatins. The remaining $860 million in interest rdégivatives have not been designated for
hedge accounting under FAS 133. The change iraihedlue of derivatives not designated as hedgieguments is reported as component of
Other non-operating income, net the Condensed Consolidated Statements of Opesaffhe company presents all derivative fair value a
gross basis on the Condensed Consolidated BaldremtsSbecause the derivative contracts do not dtowetting of payments.

The foreign exchange instruments used to héatgégn currency fluctuations for our non-U.S. mg®ns are spot, forward, and option
contracts. Additionally, the Company enters intau@signated forward contracts to hedge non-ddBalominated cash flows and foreign
currency balances. At June 30, 2009, the notiomalumt of foreign exchange derivative contracts §@million. These derivative instruments
have not been designated for hedge accounting A®r133.

The following tables present the notional antand fair value of the Company’s derivatives Bdume 30, 2009 (in millions).

Asset Derivatives

Balance Sheet Location Notional Fair Value
Derivatives designated as hedging instrume
Interest rate contrac Other noncurrent ass $ 86C $ 20
Derivatives not designated as hedging instrums
Interest rate contrac Other noncurrent ass 50 3
Total asset derivative $ 91C $ 23

Liability Derivatives
Balance Sheet Location Notional Fair Value

Derivatives designated as hedging instrume
Interest rate contrac Other current liabilitie:  $1,46( $ 47

Derivatives not designated as hedging instrums

Foreign exchange contrac Other current liabilitie: 3 —
Interest rate contrac Other current liabilitiet 43E 8
Interest rate contrac Other noncurrent liabilitie 37t 22
Total 813 30
Total liability derivatives $2,27: $ 77
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The following table presents the impact ofigiive instruments on the Condensed Consolidatatt®ent of Operations for the Company’
derivatives in cash flow hedging relationshipscélivhich are interest rate contracts, for theehaad six months ended June 30, 2009 (in
millions).

Three Months Endec  Six Months Endec

June 30, 2009 June 30, 2009
Amount recognized iOther comprehensive income (lo, gross of ta $ 24 $ 17
Amount reclassified frorAccumulated other comprehensive linto Interest expens $ 13 % (25)
Amount excluded from effectiveness testing and réed asOther noi-operating income, ne $ @ $ —

Gain (loss) from changes in fair values ofiwives that are not designated as hedges argmieal as a component ©ther noneperating
income, net The following table presents the impact of deffixainstruments not designated as hedging instntisnen the Condensed
Consolidated Statements of Operations for the tanekesix months ended June 30, 2009 (in millions).

Three Months Endec Six Months Endec

June 30, 2009 June 30, 2009
Interest rate contrac $ 4% 9
Foreign exchange contrac (5) —
Total $ 1) $ 9

Credit-Risk-Related Contingencies

Certain of the Company'’s derivative instrunsetntain credit-risk related contingent featusesh as requirements that the Company
comply with its credit agreements and cross-defaudtisions under which the Company will be in ddfapon the occurrence of certain cross-
default events, such as failure to make paymenenvdue in respect to any indebtedness exceeditgjrcéireshold amounts. If the Company
were to trigger any of these provisions, the dénreacontracts would be in default and the courggips could request immediate settlemer
all of their outstanding derivative contracts witle Company. As of June 30, 2009, the aggregatedhie of all derivative instruments with
credit-risk-related contingent features that ara liability position was $77 million.

10. REDEEMABLE NON-CONTROLLING INTERESTS IN SUBSIDI ARIES
People+Arts Latin America and Animal Planet ChannelGroup

As disclosed in Note 3, Discovery and the BiBWwe formed several cable and satellite televisgtwork joint ventures to develop and
distribute programming content. Under certain teauined in the contract, the BBC has the righgrgwthree years, commencing
December 31, 2002, to put to the Company its isterm (i) People+Arts Latin America, and/or (irtain Animal Planet channels outside of
the U.S. (the “Channel Groups”), in each case fealae determined by a specified formula. In Jap@&09, the BBC requested that a
determination be made whether such conditions bawarred with respect to both Channel Groups @&egckmber 31, 2008. The contractual
redemption value is based upon the exercise dBB put right and an estimate of the proceeds fadmypothetical sale of the Channel Grc
and a distribution of the proceeds to the ventamengrs based on various rights and preferencethed€ompany has funded all operations
from inception of the ventures through December2BD8, the Company believes that it has accumulégéts and preferences in excess of the
fair market value of the Channel Groups. Howevag tb the complexities of the redemption formut&, €Company has accrued the non-
controlling redeemable interests to an estimatemtigted value of $49 million as of both June 3W2and December 31, 2008. Changes in
the assumptions used to estimate the redemptiae waluld materially impact current estimates. ThenBany recorded no accretion to the
redemption value during the three and six monttdedune 30, 2009 and 2008.

OWN Network

As disclosed in Note 3, Discovery and Harporfed a venture to rebrand Discovery Health Chaas@WN: The Oprah Winfrey Network.
Pursuant to the venture agreement, Discovery peaviadput right to Harpo which is exercisable orr feeparate put exercise dates within
12.5 years of the venture’s formation date. Thegotgngement provides Harpo with the right to regjliiscovery to purchase its 50%
ownership interest at fair market value up to aimaxn put amount. The maximum put amount ranges dxatv$100 million on the first put
exercise date up to $400 million on the fourth gxercise date. As of June 30, 2009, no amounts leee recorded for this put right as the
Company has not yet contributed its inteieddiscovery Health Channel and Harpo has not gatributed the Oprah.com website to the O'
Network venture
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11. OTHER COMPREHENSIVE INCOME (LOSS)

The following tables summarize the tax effeetated to each component@ther comprehensive income (lo§s)millions) .

Three Months Ended Three Months Ended
June 30, 2009 June 30, 2008
Beforetax Tax Benefit Net-of-tax Before-tax Tax Benefit Net-of-tax
Amount (Expense) Amount Amount (Expense) Amount
(recast)
Foreign currency translatic
adjustment: $ 62 $ (23 $ 39 $ @) $ 1 $ —
Unrealized gains (losses) on securi
and derivative instruments, r 32 (11) 21 12 ©) 7
Other comprehensive income (lo. $ 9 $ 34 $ 60 $ 11 $ 4 $ 7
Six Months Ended Six Months Ended
June 30, 2009 June 30, 2008
Beforetax Tax Benefit Net-of-tax Before-tax Tax Benefit Net-of-tax
Amount (Expense) Amount Amount (Expense) Amount
(recast)
Foreign currency translatic
adjustment: $ 45 $ (16) $ 29 $ 6 $ 2 $ 4
Unrealized gains (losses) on securities
and derivative instruments, r 37 (13 24 (2 1 D
Other comprehensive income (lo. $ 82 $ 29 $ 58 $ 4 $ (1) $ 3

12. SHARE-BASED COMPENSATION

The Company has various plans it assumed B&t@ and DCH in connection with the Newhouse TratisacUnder these plans the
Company is authorized to grant share-based awareisiployees and nonemployees. Prior to Septemh&008, DCH maintained the
Discovery Appreciation Plan (the “DAP Plan”) an@ tHowStuffWorks.com Plan (the “HSW Plan”). The DRRn is a long-term incentive
plan under which eligible employees received casthesl unit awards. The HSW Plan is a long-terneintive plan assumed with the
acquisition of HSW for the benefit of the subsiglaremployees. The DAP Plan and the HSW Plan caatio exist subsequent to the
Newhouse Transactio

Prior to September 18, 2008, DHC maintainedDiscovery Holding Company 2005 Incentive Plae, Eliscovery Holding Company 2005
Non-Employee Director Incentive Plan (collectively thecentive Plans”)and the Discovery Holding Company Transitional 8tadjustment
Plan (the “Transitional Plan”). There are outstagdawards under the Transitional Plan, but the Gomas no ability to issue new awards
under this plan. The Company grants awards taifsl@yees and non-employee directors under the tiveeRlans, which may include stock
options, restricted shares, restricted stock usitgk appreciation rights (“SARs”), and cash awatét are subject to the provisions of FASB
Statement No. 123(Ryhare-Based PaymefiFAS 123R”). Most awards previously granted by DH@der these plans that were outstanding
at the time of the Newhouse Transaction were fudlgted and were converted into securities of Diegpin connection with the Newhouse
Transaction. The Incentive Plans and the Transiti®tan continue to exist subsequent to the Newdhduansaction.

DAP Plan

The DAP Plan awards consist of a number dfsumhich represent an equivalent number of sharesramon stock with a base price
established by the Company. Although the DAP Plas wDCH plan through September 17, 2008, the \althee unit awards was based on
the price of DHC's Series A common stock. As th& awards were indexed to the stock of anothetyeriiCH accounted for the unit awards
as derivatives pursuant to FAS 133. Accordingly HD@measured the fair value of outstanding unitrde/@ach reporting period until
settlement. Compensation expense, including thegehan fair value, was attributed using the stralgte method during the vesting period.
Changes in the fair value of the unit awards tltatiored subsequent to the vesting period were dedoas adjustments to compensation costs
in the period in which the change occurred.

In connection with the Newhouse Transactidiective September 18, 2008, the DAP Plan was aeesdch that outstanding unit awards
and new unit awards granted under that plan aredoas Discovery’s Series A common stock. Accordingeginning on September 18, 2008,
outstanding unit awards and new unit awards grambeiér the DAP Plan have been accounted for putsodhe provisions of FAS 123R.
Because the unit awards are cash settled theyoasidered liability instruments under FAS 123R. fEfiere, the Company continues to
remeasure the fair value of outstanding unit awagtt$h reporting period until settlement. Compensatixpense, including the change in fair
value, is attributed using the straight-line metldadng the vesting period. Changes in the faiugalf the unit awards that occur subsequent to
the vesting period are recorded as adjustmentsitgpensation costs in the period in which the chaugerrs. The Company does not intend to
grant additional cash-settled unit awards, excgphay be required by contract.
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Unit awards vest in 25% increments each yegar a four year period from the grant date. Addiélty, upon voluntary termination of
employment, the Company distributes 100% of vestétlbenefits if employees agree to certain comti@qrovisions.

The fair value of each unit award granted unide DAP Plan is determined using the Black-Scholgtion-pricing model. The following
table presents a summary of the weighted averagergtions used to determine the fair value of esthaward as of June 30, 2009 and
December 31, 2008.

June 30, December 31,
2009 2008
Risk-free interest rat 0.82% 0.5€%
Expected term (year: 1.2 1.3¢
Expected volatility 57.3t% 37.8%

Dividend yield — —

A summary of the unit awards activity for tig# months ended June 30, 2009 is presented bétawilfions, except price and years).

Weighted Average

Unit Weighted Average Contractual Life Aggregate

Awards Grant Price (years) Intrinsic Value
Outstanding as of December 31, 2( 20.C $ 18.9¢
Granted 1€ $ 14.4¢
Exercisec (34 $ 17.27
Forfeited 0.9 $ 19.61
Outstanding as of June 30, 2C 174 $ 18.8¢ 1.2¢ $ 82.2
Exercisable as of June 30, 2( d 0 $ 21.6¢ 1.92 $ 0.2

The Company made cash payments totaling $®&m#énd $18 million, respectively, during the sionths ended June 30, 2009 and 2008 to
settle vested unit awards issued under the DAP. Plan

Incentive Plans
Stock Options

Stock options are granted with exercise prezgsgl to, or in excess of, the fair market valutha date of grant. Generally, stock options
either in 33!/ 3% increments each year over three years or in 28%&inents each year over a four year period baginome year after the
grant date and expire three to ten years from #gte of grant. Certain stock option awards provateatcelerated vesting upon an election to
retire pursuant to the Incentive Plans or afteche®y a specified age and years of service.

The fair value of each stock option grantedarrthe Incentive Plans is determined using thelBcholes option-pricing model. The
following table presents a summary of the weiglateerage assumptions used to determine the gramfalavalue of stock options awarded
during the six months ended June 30, 2009.

Six Months
Ended
June 30, 2009
Risk-free interest rat 1.55%
Expected term (year: 3.3C
Expected volatility 46.52%

Dividend yield —
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A summary of option activity for the six mostanded June 30, 2009 is presented below (in mélliexcept price and years).

Weighted Average

Weighted Average Contractual Life Aggregate
Options Exercise Price (years) Intrinsic Value
Outstanding as of December 31, 2( 10¢ $ 14.45
Granted 81 $ 15.51
Exercisec 05 $ 12.97
Forfeited 0y s 14.6¢
Outstanding as of June 30, 2C 184 $ 15.3¢ 5.5z $ 136.(
Exercisable as of June 30, 2( 27 $ 14.0¢ 2.9¢ $ 19.¢

The weighted-average fair value of each stiation granted during the six months ended Jun2@0@9 was $5.34 per option.

Stock Appreciation Rights

SARs are granted with exercise prices equtiiddair market value at the date of grant. SAR#le the recipient to receive a payment in
cash equal to the excess value of the stock oeddke price specified in the grant. Most SAR graohsist of two separate vesting tranches
with the first tranche that vested 100% on March2l®9 and the second tranche vesting 100% on Mig&gcRB010. The first tranche expires
one year after vesting. All SARs in the seconddhenwill be automatically exercised on March 151@0Upon vesting, grantees may exercise
the SARs included in the first tranche at any tjrier to March 15, 2010.

Cash-settled SARs are liability instrumentadcordance with FAS 123R. Accordingly, the Compaargeasures the fair value of
outstanding SARs each reporting period until seitiet. Compensation expense, including the chantgrimalue, is attributed using the
straight-line method during the vesting period. @es in the fair value of liability instruments tlwecur subsequent to the vesting period are
recorded as adjustments to compensation costg ipettiod in which the change occurs.

The fair value of each SAR granted under tieemtive Plans is determined using the Black-Schopgion-pricing model. The following
table presents a summary of the weighted-averagerggions used to determine the fair value of &&R as of June 30, 2009 and
December 31, 2008.

June 30, December 31,
2009 2008
Risk-free interest rat 0.5¢% 0.37%
Expected term (year: 0.7¢ 1.2C
Expected volatility 66.06% 39.8%

Dividend yield — —

A summary of SAR activity for the six monthsded June 30, 2009 is presented below (in milliersgpt price and years).

Weighted Average

Weighted Average Contractual Life Aggregate

SARs Grant Price (years) Intrinsic Value
Outstanding as of December 31, 2( 5L $ 14.4C
Granted 0.7 $ 14.7¢
Exercisec @a7n $ 14.4¢
Forfeited 03 $ 14.4¢
Outstanding as of June 30, 2C 42  $ 14.4¢ 0.7¢ $ 33.¢
Exercisable as of June 30, 2( 12 $ 14.3¢ 0.71 $ 10.7

Share-Based Compensation Expense

The following table presents a summary of stiddased compensation expense and the related tarnsed®y award type, recognized by
Company during the three and six months ended 3002009 and 2008 (in millions).

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(recast) (recast)
Stock options $ 7 $ 1 $ 12 $ 1
Stock appreciation righ 20 — 33 —
HSW Plan 2 1 1 6
DAP award unit: 32 53 52 12
Total impact on operating incon $ 61 $ 55 $ 98 $ 19
Tax benefit recognize $ 22 $ 28 $ 36 $ 10




Compensation expense associated with all dlesed awards is recorded as a compone®elihg, general and administratiexpenses in
the Condensed Consolidated Statements of OperalibesCompany classifies as a current liability ititeinsic value of
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DAP unit awards and stock appreciation rights #ratvested or will become vested within one yehe iftrinsic value of DAP unit awards t
were classified as a current liability at JuneZW)9 and December 31, 2008 was $44 million and #libm respectively. The intrinsic value
stock appreciation rights that were classified aaraent liability at June 30, 2009 and December2BD8 was $31 million and $1 million,
respectively.

13. EXIT AND RESTRUCTURING CHARGES

The following table presents a summary ofGlmenpany’s exit and restructuring costs expensedglgynent, for the three and six months
ended June 30, 2008 and 2009 (in millions).

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(recast) (recast)
U.S. Networks $ 7 $ — $ 7 $ —
International Network 3 — 4 —
Commerce, Education, and Ott 1 4 1 4
Corporate 3 — 5 —
Total exit and restructuring charg $ 14 $ 4 $ 17 $ 4

The following table presents a summary of geann the Compang'liability with respect to exit and restructuriogsts during the three a
six months ended June 30, 2009 (in millions).

Employee
Contract Relocations/
Termination Costs Terminations Total
Liability as of December 31, 20( $ 6 $ 18 $ 24
Net accruals — 3 3
Cash paic (1) (10 (11)
Remaining liability as of March 31, 20( $ 5 $ 11 $ 16
Net accruals 2 12 14
Cash paic @ (O] )
Remaining liability as of June 30, 20 $ 6 $ 17 $ 23

The Company reorganized portions of its openatto better align its organizational structuiithwhe Company’s strategic priorities and to
reduce its cost structure, which resulted in emxé eestructuring charges primarily for changes anagement structure and employee
terminations. As of June 30, 2009, exit and restmig related accruals expected to be paid witima year totaling $20 million were classifi
as a component @&ccounts payable and accrued liabilitiesthe Condensed Consolidated Balance Sheets. dhmp&ny does not expect to
incur a significant amount of additional costs wiélspect to these particular activities.

14. INCOME TAXES

The provisions for income taxes were $267iariland $337 million for the three and six monthded June 30, 2009, respectively, and
$82 million and $192 million for the three and sionths ended June 30, 2008. The effective tax redes 60% and 53% for the three and six
months ended June 30, 2009, respectively, and 5@P6%% for the three and six months ended Jun2QIB. The effective tax rate for the
three and six months ended June 30, 2009 diffeced the federal statutory rate of 35% due primaolyhe permanent difference on the
$125 million gain from the sale of 50% of the Comyia ownership interest in Discovery Kids, the $1@illion gain as a result of “stepping
up” the Company'’s basis for the 50% retained irsteire Discovery Kids, and to a lesser extent stateme taxes. Discovery did not record a
deferred tax liability of $48 million with respeizt the portion of the outside basis in the HasbhigeBvery venture attributable to nondeductible
goodwill. The increases were partially offset bg tklease of a valuation allowance of $12 millionaopreviously recorded capital loss.

The effective tax rate for the three and sonths ended June 30, 2008 differed from the fedgatlitory rate of 35% principally due to the
presentation of the Newhouse Transaction as thawgdis consummated on January 1, 2008 in accordaitcéARB 51. Accordingly,
Discovery’s condensed consolidated financial statésmand notes include the gross combined finanesallts of both DHC and DCH since
January 1, 2008. Prior to the Newhouse Transactio8eptember 17, 2008, DHC owned?66 % of DCH and, therefore, recognized a portion
of DCH’s operating results. As a result, the tax provi$arrthe three and six months ended June 30, 2€f8des the taxes recognized by k
DCH and DHC related to the portion of DCH's opergtresults recognized by DHC. DHC recognized $2laniand $52 million of deferred
tax expense related to its investment in DCH padihe Newhouse Transaction (net of tax benefinfintangible amortization related to the
spin-off of Travel Channel in 2007) for the thregaix months ended June 30, 2008, respectively.

During 2009, the Company reclassified $68ionillof deferred tax liabilities to U.S. federal estdte taxes payable in order to recapture
certain accelerated tax deductions claimed in 26fzLigh 2008 related to program content that

24






DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (continued)
(unaudited)

the Company determined would not qualify as acasberdeductions. As a result of the disallowandbe$e accelerated deductions, the
Company has accrued interest of $3 million forgbarter ended June 30, 2009. In June 2009, Disg@leo recorded a tax expense of
approximately $4 million related to the reversahotelerated deductions taken on programs that dispesed of by the Company.

There have been no significant changes t&timapany’s reserves for uncertain tax positionsesdecember 31, 2008.

15. NET INCOME PER SHARE ATTRIBUTABLE TO DISCOVERY COMMUNICATIONS, INC. STOCKHOLDERS

Basic net income per share is computed byliliginet income available to Discovery Communiaaidnc. stockholders by the weighted
average number of shares outstanding during thedhérhe weighted average number of shares outisigifidr the three and six months ended
June 30, 2009 includes Discovery’s Series A, B,@ammon shares, as well as Discovery’s SeriesddGiconvertible preferred shares.
Preferred shares are included in the weighted geemamber of shares outstanding when calculatiiy lvasic and diluted income per share
the three and six months ended June 30, 2009 asthmon and preferred shares participate equaliyyndividends paid. The weighted
average number of shares outstanding for the #mdesix months ended June 30, 2008 represent loalyutstanding shares of Discovery’s
Series A, B, and C common stock, as though the Magd Transaction was consummated on January 1, Pé&@rred shares are excluded
from the weighted average number of shares outstgnehen calculating both basic and diluted incgraeshare for the three and six months
ended June 30, 2008 as the preferred shares ake security issued September 18, 2008 in conneutittnthe Newhouse Transaction and
were not exchanged with the common shares of tlep@ay’s predecessor, DHC.

The following table presents a reconciliatadrthe weighted average number of shares outstgrmitween basic and diluted net income per
share.

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Weighted average number of shares outstar— basic 422 — 422 —
Dilutive effect of equity award 2 — 1 —
Weighted average number of shares outstar— diluted 424 — 423 —

Diluted net income per share adjusts basiénteime per share for the dilutive effects of stopkions, restricted stock units, and stock
settled stock appreciation rights, only in the pasiin which such effect is dilutive. For the thegel six months ended June 30, 2009, optio
purchase 16 million and 17 million common sharespectively, were excluded from the calculationlibfted net income per share because
their inclusion would have been anti-dilutive. Atidinally, the net income per share calculationglierthree and six months ended June 30,
2009 exclude 1.5 million of contingently issuabtefprred shares placed in escrow for which specditditions have not yet been met. Due to
the relative insignificance of dilutive securiti@s2009 and 2008, their inclusion does not impattimcome per share.

16. ADDITIONAL FINANCIAL INFORMATION
Cash Flows

The following tables present a summary ofaiartash payments made and received as well asrcagncash transactions (in millions).

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(recast) (recast)

Cash payments made for interest expe $ 58 $ 65 $ 11¢ $ 13t
Cash payments received for interest incc — (1 — (1
Cash interest payments, | $ 58 $ 64 $  11¢ $ 137
Cash payments made for income ta $ 72 $ 93 $ 89 $ 12
Cash payments received for income tax reft — — — 17
Cash tax payments, r $ 72 $ 93 $ 89 $ 10:
Cash payments made for business acquisit

Fair value of liabilities assume N $ 4 $ - $ 7

Cash payments made for business acquisitions frash acquire $ — $ 4 $ — $ 7
Non cash transaction

Capital lease $ 32 $ 46 $ 32 $ 46

Stock dividends to preferred intere $ 2 $ - $ 2 N —

Other $ 11 $ — $ 22 $ —
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Other Non-Operating Income (Expense), Net

The following table presents a summary ofdbeponents oOther non-operating income (expense), (iremillions) .

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(recast) (recast)
Equity in earnings (losses) of unconsolidated iaffis $ 2 $ ) $ 3 $ )
Unrealized gains (losses) on derivative instrumenet 4 18 15 2
Realized gains (losses) on derivative instrumeret — — (6) —
Realized gain on sale of securit 13 3 13 3
Income from discontinued operations, — 2 — 2
Other, ne 1 — 3 —
Total other no-operating income (expense), | $ 20 $ 22 $ 28 $ 6

During the three months ended June 30, 20@9Cbmpany sold securities for $22 million, whiekulted in a pretax gain of $13 million.
Approximately $6 million of unrealized pretax gainsre reclassified frother comprehensive incom®uring the six months ended June
2008, AMC, which is reported as discontinued openat, sold securities for $24 million. There wasgain associated with this sale.

17. RELATED PARTY TRANSACTIONS

The Company identifies related parties asstos in its consolidated subsidiaries, the Comisgoynt venture partners and equity
investments, and the Company’s executive manageamehdliirectors and their respective affiliates.nBections with related parties typically
result from distribution of networks, mainly withe Discovery Japan, Inc. and Discovery Channel @ajaint ventures, production of content
primarily with BBC affiliates, and services invohg satellite uplink, systems integration, originatand post-production.

The following table presents a summary of beds related to transactions with related partiggd the three and six months ended Jun
2009 and 2008 (in millions).

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(recast) (recast)
Revenue! $ 8 $ 6 $ 12 $ 13
Operating costs and expen: $ 6 $ 21 $ 10 $ 36

Revenues for the three and six months endeel 30, 2008 exclude $16 million and $25 milliorspectively, for related party transactions
that were recorded by AMC, which was spun-off effecJanuary 1, 2008. Operating costs and expdosése three and six months ended
June 30, 2008 include disbursements of $16 milind $25 million, respectively, to an entity thahéslonger a related party following the
Newhouse Transactio

The following table presents a summary of auniding balances from transactions with relatetiggmas of June 30, 2009 and December 31,
2008 (in millions).

June 30, December 31
2009 2008
Accounts receivabl $ 5 $ 12

18. COMMITMENTS AND CONTINGENCIES

As more fully described in the Company’s 2088sed consolidated financial statements in thee®it Report on Form 8-K filed with the
SEC on June 16, 2009, the Company and its subigigli@ase offices, satellite transponders, andiceequipment under capital and operating
lease arrangements. The Company has several invetstin joint ventures. From time to time the Compagrees to fund the operations of
ventures on an as needed basis. The Company hgaelon noncancelable lease commitments for offiEes and equipment, studio facilities,
transponders, vehicles and operating equipmentte@bnommitments of the Company not recorded orb#i@nce sheet include obligations
relating to programming development, programmingdpction and
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programming acquisitions and talent contracts. Otbenmitments include obligations to purchase gard$services, employment contracts,
sponsorship agreements and transmission servicemjéity of such fees are payable over severalsyes part of the normal course of
business.

In December 2007, Discovery acquired HSW an8.8% interest in HSWI. Pursuant to the termdefagreement, Discovery has the of
to (i) distribute the HSWI stock to the former HSWareholders, or (ii) sell the HSWI stock and distie substantially all proceeds in exces
$0.37 per share to the former HSW shareholdered®ery continues to record a liability of $4 mitias of June 30, 2009 for its estimated
obligation with respect to the HSWI shares to threnfer HSW shareholders.

Pursuant to the OWN venture agreement, Disgosecommitted to loan up to $100 million to themture through September 30, 2011 to
fund operations, of which $18 million has been fethéhrough June 30, 2009. The Company anticiphtgsatsignificant portion of the
$100 million funding obligation will occur in 200®iscovery expects to recoup the entire amountritoried in future periods if the joint
venture is profitable and has sufficient fundsdapay the Company.

In connection with the Newhouse TransactioHI» outstanding stock options were converted stk options or stock settled stock
appreciation rights of Discovery, in accordancehwiite terms of the agreements governing the Nevehdtensaction. Additionally,
Advance/Newhouse received shares of DiscogeBgries A and Series C convertible preferred stocthe event that the stock options or si
settled appreciation rights that were convertecbimnection with the Newhouse Transaction are esed¢ciAdvance/Newhouse is entitled to
receive additional shares of the same series ofertible preferred stock. The Company has placgdagimately 1.6 million shares of
preferred stock into an escrow account for thig-diition provision. In the event that shares aeased from escrow to Advance/Newhouse,
the distribution would be accounted for as a dintleneasured at the fair value of the underlyingeshas of the Newhouse Transaction date.
During the quarter ended June 30, 2009, the Compauognized $2 million of non-cash stock dividefaisthe release of approximately
100,000 shares of preferred stock from escrow.

In the normal course of business, the Comasypending claims and legal proceedings. It ighieion of the Company’s management,
based on information available at this time, thaienof the other current claims and proceedingshaile a material effect on the Company’s
consolidated financial statements.

Concentrations of Credit Risk

Concentrations of credit risk arise when a herof customers and counterparties engage inasimditivities or have similar economic
characteristics that make them susceptible to aimsthanges in industry conditions, which could eftleir ability to meet their contractual
obligations. The increasing consolidation of theficial services industry will increase our coneaian risk to counterparties in this industry,
and we will become more reliant on a smaller nunaddénstitutional counterparties, which both incgea our risk exposure to any individual
counterparty and decreases our negotiating levevithehese counterparties. Based on our assessrfibusiness conditions that could impact
our financial results, we have determined that mafrtate Company’s customers or counterparties sgpresignificant concentrations of credit
risk.

Derivatives Counterparties

The risk associated with a derivative trarisadt that a counterparty will default on paymesht® to us. If there is a default, we may hax
acquire a replacement derivative from a differentrterparty at a higher cost or may be unablent & suitable replacement. Our derivative
credit exposure relates principally to interesé @rivative contracts. Typically, we seek to manthgese exposures by contracting with
experienced counterparties that are investmenegraittd. These counterparties consist of largediiahinstitutions that have a significant
presence in the derivatives market.

Lender Counterparties

The risk associated with a debt transactidhas a counterparty will not be available to fuaglobligated under the terms of our revolver
facility. If funding under committed lines of crédire unavailable, we may have to acquire a replact credit facility from a different
counterparty at a higher cost or may be unablentbd suitable replacement. Typically, we seek &mage these exposures by contracting with
experienced large financial institutions and maniig the credit quality of our lenders.

The Company manages its exposure to derivatidedender counterparties by continually monitgiits positions with, and the credit qua
of, the financial institutions that are counterjegto its financial instruments and does not grdie nonperformance by the counterparties.
Customers

The Company'’s trade receivables do not repteseignificant concentration of credit risk aslahe 30, 2009 due to the wide variety of
customers and markets in which the Company opeaaigsheir dispersion across many geographic areas.
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19. REPORTABLE SEGMENTS INFORMATION

The Company has three reportable segments:N&t®8/orks, consisting principally of domestic aabhd satellite television network
programming, web brands, and other digital seryibgernational Networks, consisting principallyiofernational cable and satellite television
network programming; and Commerce, Education, ati@iQconsisting principally of e-commerce, catalegund production, and domestic
licensing businesses.

Prior to the Newhouse Transaction and relafeée spin-off (refer to Note 1), DHC had three reportablersegts: Creative Services Gro!
which provided various technical and creative smsinecessary to complete principal photograployfinal products such as films, trailers,
shows, and other media; Network Services Groupchvprovided the facilities and services necessagssemble and distribute programming
content for cable and broadcast networks; and DiBH significant equity method investee. In corinaavith the Newhouse Transaction,
DHC spun-off its interest in AMC, which includecttiCreative Services Group segment, except for @&®bthe Network Services Group
segment. The discontinued operations of the Cre&ervices Group and Network Services Group segnt@vie been excluded from the
reportable segment information presented below.

The CSS business, which remains with Discogehsequent to the Newhouse Transaction and AMEdfiis included in the Commerce,
Education, and Other segment. In accordance witB BR, the financial results of both DHC and DCH é&déeen combined in Discovery’s
financial statements as if the Newhouse Transac@murred January 1, 2008. Accordingly, the CommeEtiucation, and Other segment
information for June 30, 2008 includes amountdI8IS since January 1, 2008.

The accounting policies of the reportable sexgtisare the same as those described in the sunainsignificant accounting policies, except
that certain inter-segment transactions that angiredted at the consolidated level are not elimgdadt the segment level as they are treated
similar to third-party sales transactions in defeing segment performance. Inter-segment transaetioimarily include the purchase of
advertising and content between segments. Intansegtransactions are not material to the periodsegmted.

The Company evaluates the operating performahis segments based on financial measuresasiotvenues and adjusted operating
income before depreciation and amortization (“AtgdsOIBDA”). Adjusted OIBDA is defined as revendess cost of revenues and selling,
general and administrative expense excluding (Pka@market share-based compensation expensentiytization of deferred launch
incentives, (iii) restructuring and impairment apes, and (iv) gains (losses) on asset dispositdasagement uses Adjusted OIBDA to assess
the operational strength and performance of itensedgs. Management uses this measure to view opgnasults, perform analytical
comparisons, identify strategies to improve perfamge and allocate resources to each segment. Thpd®y believes Adjusted OIBDA is
relevant to investors because it allows them tdyaeaoperating performance of each segment usiegdime metric management uses and alsc
provides investors a measure to analyze operagnfgnmance of each segment against historical &t Company excludes mark-to-market
compensation expense and restructuring and impatrat@rges from the calculation of Adjusted OIBDdedo their volatility or nomecurring
nature. The Company also excludes the amortizafiaieferred launch incentive payments because theagments are infrequent and the
amortization does not represent cash paymentiautrent reporting period. Because Adjusted OIBBA non-GAAP measure, it should be
considered in addition to, but not a substitute émerating income, net income, cash flow provibdgaperating activities and other measure
financial performance reported in accordance witB..GAAP.

The Company’s reportable segments are detedriased on (i) financial information reviewed by thief operating decision maker
(“*CODM"), the Chief Executive Officer, (ii) internananagement and related reporting structure, gijithg basis upon which the CODM
makes resource allocation decisions.

The following tables present summarized finanaformation for each of the Company’s reporeabégments (in millions).

Revenues by Segment (in millions)

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(recast) (recast)
U.S. Networks $ 557 $ 544 $ 1,06¢ $ 1,02¢
International Network 28: 29¢ 53¢ 564
Commerce, Education, and Ott 40 41 89 81
Corporate and int-segment elimination 1 2 5 21
Total revenue $ 881 $ 88t $ 1,69¢ $ 1,69/
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Adjusted OIBDA by Segment (in millions)
Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(recast) (recast)
U.S. Networks $ 33C $ 29¢ $ 60t $ 554
International Network 92 97 18¢ 177
Commerce, Education, and Ott 5 3 11 3
Corporate and int-segment elimination (46) (59 (99 (91
Total adjusted OIBD# $ 381 $ 33¢ $ 71C $ 637
Reconciliation of Total Adjusted OIBDA to Total Operating Income (in millions)
Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(recast) (recast)
Total adjusted OIBD/ $ 381 $ 33¢ $ 71C $ 637
Expense arising from lo-term incentive plan awards (m-to-market) (549 (549 (86) (18
Depreciation and amortizatic (40 (49 (78) (96)
Amortization of deferred launch incentiv (13 (22) (27) (42
Asset impairment (26) — (26) —
Gain on business dispositit 252 — 252 —
Exit and restructuring charg (149 4 17 4
Total operating incom $ 48€ $ 20¢ $ T2¢ $ 477
Total Assets by Segment (in millions)
June 30, December 31
2009 2008
U.S. Networks $ 2,11¢ $ 1,84(
International Network 1,10¢ 1,04:
Commerce, Education, and Ott 97 11&
Corporate 7,37¢ 7,48¢
Total asset $ 10,69¢ $ 10,48/

Total assets allocated to “Corporate” in thewe table include the Company’s goodwill balans¢he financial reports reviewed by the
Company’s CODM do not include an allocation of gwdlto each reportable segment. Goodwill by repbkt segment is disclosed in
Note 7.

20. CONDENSED CONSOLIDATING FINANCIAL INFORMATION

On June 17, 2009, the Company filed a Registr&statement on Form S-3 with the SEC to regis¢etain securities, including debt
securities of DCL and DCH that may be issued inftitere with full and unconditional guarantees bg Company. Accordingly, set forth
below is condensed consolidating financial inforigrapresenting the financial position, results pémtions, and cash flows of (i) Discovery
Communications, Inc. (“Discovery” or the “Company(ij) Discovery Communications, LLC (“DCL"), (iiipiscovery Communications
Holding, LLC (“DCH?"), (iv) non-guarantor subsidias of DCL on a combined basis, (v) other non-guarasubsidiaries of Discovery on a
combined basis, and (vi) the eliminations and ssifecations necessary to arrive at the informat@rthe Company on a consolidated basis.
Discovery, DCL, and DCH are each potential isseerguarantors. For any issuance of debt, Discowdhbe an issuer or guarantor.

The supplemental condensed consolidating filmhimformation should be read in conjunction witle consolidated financial statements of
the Company.

The existing indebtedness of DCL and DCH casagrsubstantially all of the indebtedness of then@any. The financial covenants of the
respective debt agreements limit DCL and DCH froakimg distributions to Discovery. The terms of DE€Isenior notes restrict the cumula
payment of dividends over the life of the seniotesdo an amount calculated based on the cumulegjuity contributions and net income of
DCL less the cumulative distributions to DCL’s owsen addition, the terms of the DCH’s Term Loamafl Term Loan C allow DCH to pay
dividends to Discovery to the extent that DCH’sdege ratio does not exceed 5 to 1 based uporedefireasures of cash flows and
indebtedness.
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Basis of Presentation

In accordance with the rules and regulatidiit® SEC, the equity method has been applied Digicovery’s interest in DCH and other non-
guarantor subsidiaries, (ii) DCH’s interest in D@nd (iii) DCL’s interest in non-guarantor subsitka. All intercompany balances and
transactions have been eliminated. Discovery'sdasall subsidiaries, including goodwill and renaged intangible assets, have been “pushed
down” to the applicable subsidiaries.
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ASSETS
Current asset:
Cash and cash equivalel
Receivables, ne
Content rights, ne
Prepaid expenses and other current
assets

Total current asse

Investment in and advances to subsidig
Noncurrent content rights, n

Property and equipment, r

Goodwill

Intangible assets, n

Other noncurrent asse

Total asset

LIABILITIES, REDEEMABLE NON
Current liabilities:
Accounts payable and accrued
liabilities
Current portion of lon-term debi
Other current liabilitie:

Total current liabilities

Long-term debt
Other noncurrent liabilitie

Total liabilities

Redeemable non-controlling interests in
subsidiaries

Intercompany contributions and advance
between Discovery Communications
Inc. and subsidiarie

Equity attributable to Discovery
Communications, Inc

Equity and advances attributable to
Discovery Communications, In

Equity attributable to non-controlling
interests

Total equity

Total liabilities, redeemable narentrolling
interests in subsidiaries, and eqt
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CONDENSED CONSOLIDATING BALANCE SHEET

June 30, 2009

(in millions)
Non-Guarantor
Subsidiaries of Other Non-Guarantor Discovery

Discovery Discovery Discovery Discovery Subsidiaries of Reclassification: =~ Communications

Communications ~ Communications ~Communications  Communications Discovery and Inc. and

Inc. Holdings, LLC LLC LLC Communications, Inc. Eliminations Subsidiaries
$ —  $ — % 24¢ % 89 § 1 8 — 3 33¢
— — 365 412 13 (31) 75¢
— — 15 63 — — 78
1 — 54 98 2 — 155
1 — 682 662 16 (31) 1,331
8,53¢ 8,05¢ 4,25¢ — 6,497 (27,330 —
— — 522 708 — — 1,23(
— — 85 31¢ 6 — 41C
— — 3,87¢ 2,552 11 — 6,43¢
— — 38¢ 27% 1 — 66%
— 64 43€ 24¢ — (12¢8) 621
$ 853 $ 8,11t $ 10,24¢  $ 4,768 $ 6,521 $ (27,49) $ 10,69¢
-CONTROLLING INTERESTS IN SUBSIDIARIES, AND EQUITY

$ 202 $ 14 3% 17c 3 201 % 6 $ 30 $ 564
— 20 38¢ 13 — — 421
— 47 88 107 — — 242
202 81 64€ 321 6 (30 1,221
— 1,937 1,05¢ 61 — — 3,05¢%
1 — 491 64 20 (127 44¢
204 2,01¢ 2,19z 44€ 26 (157) 4,72¢
— — — 49 — — 49
2,42¢ 2,68: 2,692 5,22¢ 1,747 (14,779 —
5,902 3,41¢ 5,362 (960 4,754 (12,579 5,902
8,331 6,100 8,054 4,264 6,501 (27,34) 5,902
— — — 6 — 9 15
8,331 6,10( 8,05¢ 4,27 6,501 (27,339 5,91¢
$ 853 $ 8,11t $ 10,24¢  $ 4,76t $ 6,521 $ (27,49) $ 10,69¢
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ASSETS
Current asset:
Cash and cash equivalel
Receivables, ne
Content rights, ne
Prepaid expenses and other current
assets

Total current asse

Investment in and advances to subsidig
Noncurrent content rights, n

Property and equipment, r

Goodwill

Intangible assets, n

Other noncurrent asse

Total asset

LIABILITIES, REDEEMABLE NON
Current liabilities:
Accounts payable and accrued
liabilities
Current portion of lon-term debi
Other current liabilitie:

Total current liabilities

Long-term debt
Other noncurrent liabilitie

Total liabilities

Redeemable non-controlling interests in
subsidiaries

Intercompany contributions and advance
between Discovery Communications
Inc. and subsidiarie

Equity attributable to Discovery
Communications, Inc

Equity and advances attributable to
Discovery Communications, In

Equity attributable to non-controlling
interests

Total equity

Total liabilities, redeemable narentrolling
interests in subsidiaries, and eqt
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CONDENSED CONSOLIDATING BALANCE SHEET
December 31, 2008

(in millions)
Non-Guarantor
Subsidiaries of Other Non-Guarantor Discovery

Discovery Discovery Discovery Discovery Subsidiaries of Reclassification: =~ Communications

Communications ~ Communications ~Communications  Communications Discovery and Inc. and

Inc. Holdings, LLC LLC LLC Communications, Inc. Eliminations Subsidiaries
$ —  $ — 13 3 84 3 3 — 3 10C
— — 36¢ 41E 12 (16) 78C
— — 13 60 — — 73
13 12 58 93 — (20 15€
13 12 452 652 15 (36) 1,10¢
7,98¢ 7,00¢ 4,372 — 6,144 (25,51) —
— — 532 64C — (10 1,168
— — 90 301 4 — 39t
— — 4,142 2,73¢ 11 — 6,891
— — 394 321 1 — 71€
— 50 35 22% 1 (101 21C
$ 8,00: $ 7,068 $ 10,01¢  $ 4,871 6,17¢ $ (25,659 $ 10,48
-CONTROLLING INTERESTS IN SUBSIDIARIES, AND EQUITY

$ —  $ 4 3 24z $ 214 — 8 39 $ 421
— 15 431 12 — — 45¢
— 16 61 114 7 @ 191
— 35 734 34C 7 (46) 1,07¢
— 1,46 1,83t 33 — — 3,331
— 53 444 58 19 (101 472
— 1,551 3,01: 431 26 (147) 4,87¢
— — — 49 — — 49
2,46¢€ 2,45¢ 2,39¢ 5,47(C 1,63t (14,429 —
5,53¢ 3,05¢ 4,60¢ (1,082 4,51¢ (11,099 5,53¢
8,00z 5,510 7,00¢ 4,38¢ 6,15( (25,52) 5,53¢
—_ — — 9 — 16 25
8,00z 5,517 7,00¢€ 4,391 6,15( (25,51) 5,561
$ 8,00: $ 7,066 $ 10,01¢  $ 4,871 6,17¢ $ (25,659 $ 10,48
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CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
For the Three Months Ended June 30, 2009

(in millions)
Non-Guarantor
Subsidiaries of Other Non-Guarantor Discovery
Discovery Discovery Discovery Discovery Subsidiaries of Reclassification: ~Communications
Communications ~ Communications ~Communications  Communications Discovery and Inc. and
Inc. Holdings, LLC LLC LLC Communications, Inc. Eliminations Subsidiaries
Revenues
Distribution $ —  $ —  $ 17¢  $ 247 $ — 3 —  $ 42€
Advertising — — 21C 15€ — — 36¢
Other — — 21 51 19 4 87
Total revenue — — 41C 45€ 19 4) 881
Costs of revenues, excluding depreciation
and amortization listed belo — — 84 15¢ 16 2 257
Selling, general and administrati 2 — 108 197 5 ) 31C
Depreciation and amortizatic — — 13 27 — — 40
Asset impairment — — — 26 — — 26
Exit and restructuring charg — — 3 11 — — 14
Gain on business dispositio — — (252) — — — (252)
2 — (44 42C 21 4 39t
Operating (loss) incom 2 — 454 36 (@) — 48€
Other income (expense
Equity in earnings of subsidiari 187 20¢ 38 — 127 (561) —
Interest expens — (32) 27) 2 — — (60)
Other non-operating (expense) incor
net — 1) 20 1 — — 20
Total other income (expense), 187 177 31 (1) 127 (561) (40)
Income before income tax 18t 177 48t 35 12¢ (561) 44¢€
Benefit from (provision for) income tax: — 12 (27€) (3) — — (267)
Net income 18t 18¢ 20¢ 32 12t (561) 17¢
Less: Net (income) loss attributable to non-
controlling interest: — — — (2) — 8 6
Net income attributable to Discovery
Communications, Inc 18t 18¢ 20¢ 30 12E (55%) 18¢
Stock dividends to preferred intere (2) — — — — — (2)
Net income available to Discovery
Communications, Inc. stockholde $ 18 $ 18 $ 20¢ $ 30 $ 128 $ (559 $ 182
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CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
For the Three Months Ended June 30, 2008

(in millions)
Non-Guarantor
Subsidiaries of Other Non-Guarantor Discovery
Discovery Discovery Discovery Discovery Subsidiaries of Reclassification: ~Communications
Communications ~ Communications ~Communications  Communications Discovery and Inc. and
Inc. Holdings, LLC LLC LLC Communications, Inc. Eliminations Subsidiaries
Revenues
Distribution $ —  $ —  $ 17¢  $ 23¢ % — 3 —  $ 41€
Advertising — — 212 16€ — — 37¢
Other — — 13 60 21 (5 89
Total revenue — — 404 465 21 (5) 88t
Costs of revenues, excluding depreciation
and amortization listed belo — — 82 15¢ 15 2 254
Selling, general and administrati — — 127 24C 6 ?3) 37C
Depreciation and amortizatic — — 12 36 1 — 49
Exit and restructuring charg — — — 4 — — 4
— — 221 43¢ 22 5 677
Operating income (lost — — 183 26 @) — 20¢
Other income (expense
Equity in earnings of subsidiari 43 127 19 — 38 (227) —
Interest expense, n — (25) (39) ?3) — — (66)
Other nor-operating income, nt — 1 19 1 — 22
Total other income (expense), | 43 102 — (2) 39 (227) (44)
Income before income tax 43 10¢ 183 24 38 (227) 164
Benefit from (provision for) income tax: — 10 (56) (4) (32) — (82)
Net income 43 11z 127 20 6 (227) 82
Less: Net income attributable to non-
controlling interest: — — — — — (39 (39
Net income attributable to Discovery
Communications, Inc $ 43 % 11z $ 127 $ 20 $ 6 $ (266) $ 43

34




DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (continued)
(unaudited)

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
For the Six Months Ended June 30, 2009

(in millions)
Non-Guarantor
Subsidiaries of Other Non-Guarantor Discovery
Discovery Discovery Discovery Discovery Subsidiaries of Reclassification: ~Communications
Communications ~ Communications ~Communications  Communications Discovery and Inc. and
Inc. Holdings, LLC LLC LLC Communications, Inc. Eliminations Subsidiaries

Revenues

Distribution $ —  $ —  $ 361 $ 49C % — 3 —  $ 851

Advertising — — 382 28¢ — @) 66¢

Other — — 41 10€ 36 () 17¢
Total revenue — — 784 88€ 36 (8) 1,69¢
Costs of revenues, excluding depreciation

and amortization listed belo — — 18C 30E 29 (4) 51C
Selling, general and administrati 4 — 191 392 7 4) 591
Depreciation and amortizatic — — 25 54 1) — 78
Asset impairment — — — 26 — — 26
Exit and restructuring charg — — 5 12 — — 17
Gain on business dispositit — — (252) — — — (252)

4 — 14¢ 79C 35 8 97C

Operating (loss) incom (4) — 63E 96 1 — 72¢
Other income (expense

Equity in earnings of subsidiari 307 34z 73 — 20¢E (927) —

Interest expens — (56) (58) 3) — — (117)

Other nor-operating income, nt — — 25 3 — — 28
Total other income (expense), | 307 28€ 40 — 20E (927) (89
Income before income tax 308 28€ 67E 96 20€ (927) 63¢
Benefit from (provision for) income tax: 1 21 (339 (25) (1) — (337)
Net income 304 307 342 71 20% (927) 30z
Less: Net (income) loss attributable to non-

controlling interest: — — — (5) — 7 2
Net income attributable to Discovery

Communications, Inc 304 307 342 66 20¢E (920) 304
Stock dividends to preferred intere (2) — — — — — (2)
Net income available to Discovery

Communications Inc. stockholde $ 302 $ 307 $ 342 $ 66 $ 205 $ (9200 $ 302
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (continued)
(unaudited)

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
For the Six Months Ended June 30, 2008

(in millions)
Non-Guarantor
Subsidiaries of Other Non-Guarantor Discovery
Discovery Discovery Discovery Discovery Subsidiaries of Reclassification: ~Communications
Communications ~ Communications ~Communications  Communications Discovery and Inc. and
Inc. Holdings, LLC LLC LLC Communications, Inc. Eliminations Subsidiaries
Revenues
Distribution $ —  $ —  $ 35C % 47C  $ — 3 —  $ 82C
Advertising — — 38€ 29€ — — 682
Other — — 26 141 36 (11) 19z
Total revenue — — 762 907 36 (12) 1,692
Costs of revenues, excluding depreciation
and amortization listed belo — — 161 31z 27 (4) 49€
Selling, general and administrati — — 19C 423 15 @) 621
Depreciation and amortizatic — — 24 70 2 — 96
Exit and restructuring charg — — — 4 — — 4
— — 37& 80¢ 44 (11) 1,217
Operating income (lost — — 387 98 (8) — 471
Other income (expense
Equity in earnings of subsidiari 77 243 40 — 70 (430) —
Interest expense, n — (52) (78) (6) — — (13%)
Other non-operating income (expens
net — — 6 1) 1 — 6
Total other income (expense), | 77 192 (32 (7) 71 (430) (129
Income before income tax 77 19z 35E 91 63 (430) 34¢
Benefit from (provision for) income tax: — 19 (112) (43) (56) — (192)
Net income 7 211 243 48 7 (430 15€
Less: Net income attributable to non-
controlling interest: — — — — — (79) (79
Net income attributable to Discovery
Communications, Inc $ 7% 211 $ 243 $ 48 $ 7 $ (509 $ 77
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (continued)

Operating Activities
Net income
Adjustments to reconcile net income to ¢
provided by (used in) operating
activities:
Shar-based compensation expel
Depreciation and amortizatic
Asset impairment
Gain on business dispositit
Gain on sale of securitit
Equity in earnings of subsidiari
Deferred income taxe
Other noncash expenses (income),
Changes in operating assets and
liabilities:
Receivables, ne
Accounts payable and accrued
liabilities
Other, net
Cash provided by (used in) operating
activities

Investing Activities

Purchases of property and equipm

Proceeds from business disposit

Proceeds from sales of securit

Cash provided by (used in) investing
activities

Financing Activities

Net repayments of revolver loa

Borrowings from long-term debt, net of
discount and debt issuance cc

Principal repayments of lo-term debt

Principal repayments of capital lease
obligations

Cash distribution to nc¢-controlling interes

Intercompany contributions and other
financing activities, ne

Cash (used in) provided by financing
activities

Effect of exchange rate changes on cast
cash equivalent

Change in cash and cash equivalt

Cash and cash equivalents, beginning of
period

Cash and cash equivalents, end of pe

DISCOVERY COMMUNICATIONS, INC.

(unaudited)

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
For the Six Months Ended June 30, 2009

(in millions)
Non-Guarantor
Subsidiaries of Other Non-Guarantor Discovery

Discovery Discovery Discovery Discovery Subsidiaries of Communications

Communications Communications ~ Communications Communications Discovery Inc. and

Inc. Holdings, LLC LLC LLC Communications, Inc. Eliminations Subsidiaries

$ 304 $ 307 $ 342 $ 71 $ 20t % 927) $ 302
1 — 35 62 — — 98
— — 25 54 (] — 78
— — 26 — — — 26
— — (252 — — — (252)
— — (13 — — — (13
(307) (342) 73 — (20%) 927 —
— — 14 — 1 — 15
_ 1 7) 34 — — 18
— — 3 13 (] — 15
21€ 9 (93 (34 8 — 10€
— 11 (25 (50 9 — (73
214 (14 (29 15C 2 — 32C
— — (19 (13 @ — (34
— — 30C — — — 30C
— — 22 — — — 22
— — 303 13 ()] — 28¢
— — (315 — — — (315
— 47¢ — — — — 47¢
— ©) (509) — — — (518
— — @ 3 — — ()
— — - ® — — ®
(214) (455) 787 (123 2 — 3
(214) 14 (39 (134 2 — (371)
— — — 2 — — 2
— — 23€ 5 [©)] — 23¢
—_ — 13 84 3 — 10C
$ — 3 — 3 24¢  $ 89 $ 1 3 - $ 33¢
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (continued)
(unaudited)

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
For the Six Months Ended June 30, 2008

(in millions)
Non-Guarantor
Subsidiaries of Other Non-Guarantor Discovery
Discovery Discovery Discovery Discovery Subsidiaries of Communications
Communications Communications ~ Communications Communications Discovery Inc. and
Inc. Holdings, LLC LLC LLC Communications, Inc. Eliminations Subsidiaries
Operating Activities
Net income $ 7% 211 $ 243 % 48 8 7% 4300 $ 15€
Adjustments to reconcile net income to ¢
(used in) provided by operating
activities:
Shar-based compensation expel — — 9 10 — — 19
Depreciation and amortizatic — — 24 69 34 — 127
Equity in earnings of subsidiari 77) (24%) (40) — (70) 43C —
Deferred income taxe — — 31 (20 56 — 7
Other noncash (income) expenses, — — (69) 104 — — 35
Changes in operating assets and
liabilities, net of discontinued
operations
Receivables, n¢ — — (43) 9 (33) — (67)
Accounts payable and accrued
liabilities — (15 (87) (14) 16 — (100)
Other, ne — — 15 (78) (2) — (65)
Cash (used in) provided by operating
activities — (47) 83 138 8 — 182
Investing Activities
Purchases of property and equipm — — (12) (12) (29) — (42)
Net cash acquired from Newhouse
Transactior — — — 45 — — 45
Business acquisitions, net of cash acqu — — — @) — — @
Proceeds from sales of securit — — — — 24 — 24
Other investing activities, n — — — — 2 — 2
Cash (used in) provided by investing
activities — — (12) 27 7 — 22
Financing Activities
Net borrowings from (repayments of)
revolver loans — — 132 (40 — — 92
(Repayments of) borrowings from long-
term debt — ) (180) 1 — — (187)
Principal repayments of capital lease
obligations — — Q) (@] — — (8)
Intercompany contributions and other
financing activities, ne — 58] (18) (48) 2 — 9)
Cash provided by (used in) financing
activities — 47 (67) (94) 2 — (112)
Effect of exchange rate changes on cast
cash equivaleni — — — 7 — — 7
Change in cash and cash equivalt — — 4 78 17 — 99
Cash and cash equivalents of continuing
operations, beginning of peric — — — — 8 — 8
Cash and cash equivalents of discontinued
operations, beginning of peric — — — — 201 — 201
Cash and cash equivalents, end of pe $ — 3 — 3 4 3% 78 $ 22¢€  $ — 3 30€
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ITEM 2. Management’s Discussion and Analysis of Redts of Operations and Financial Condition.

Management’s discussion and analysis of residiloperations and financial condition is a suppet to and should be read in conjunction
with the accompanying condensed consolidated fiahetatements and related notes. This informgtimvides additional information
regarding Discovery Communications, Inc.’s (“Diseoy’, “Company”, “we”, “us” or “our”) businessesecent developments, results of
operations, cash flows, financial condition andicail accounting policies. Additional context cdscabe found in our Annual Report on Form
10-K for the year ended December 31, 2008 filedhwite United States (“U.S.”) Securities and Exclea8gmmission (“SEC”pn February 2¢

2009, as revised by the Current Report on Formfield with the SEC on June 16, 2009 (the “2008 AadriReport”).

CAUTIONARY NOTE CONCERNING FORWARD-LOOKING STATEMEN TS

Certain statements in this Quarterly ReporForm 10-Q constitute forward-looking statementthimi the meaning of the Private Securities
Litigation Reform Act of 1995, including statementgarding our business, marketing and operatiagegfies, integration of acquired
businesses, new service offerings, financial prospand anticipated sources and uses of capitald®\such as “anticipates,” “estimates,”
“expects,” “projects,” “intends,” “plans,” “belie and words and terms of similar substance usedmmection with any discussion of future
operating or financial performance identify forwdodking statements. Where, in any forward-lookitgtement, we express an expectation or
belief as to future results or events, such expiectar belief is expressed in good faith and hedito have a reasonable basis, but there can b
no assurance that the expectation or belief wélliteor be achieved or accomplished. The followimgude some but not all of the factors that
could cause actual results or events to differ mahlg from those anticipated: continued deterigmatin the macroeconomic environment; the
inability of advertisers or affiliates to remit pagnt to us in a timely manner or at all; generaheenic and business conditions and industry
trends including the timing of, and spending omtdee film, television and television commerciabguction; spending on domestic and fore
television advertising and spending on domesticfarggn first-run and existing content librari¢se regulatory and competitive environment
of the industries in which we, and the entitiesvinich we have interests, operate; continued codatidin of the broadband distribution and
movie studio industries; uncertainties inhererthimmdevelopment of new business lines and busstesggies; integration of acquired
operations; uncertainties associated with prodndtsrvice development and market acceptance dimgjuhe development and provision of
programming for new television and telecommunigaitechnologies; changes in the distribution aegvirig of television programming,
including the expanded deployment of personal vigeorders, video on demand and IP television heid impact on television advertising
revenue; rapid technological changes; future firmerformance, including availability, terms agebloyment of capital; fluctuations in
foreign currency exchange rates and political uriremternational markets; the ability of supptiend vendors to deliver products, equipment,
software and services; the outcome of any penditigreatened litigation; availability of qualifiggersonnel; the possibility of an industrjede
strike or other job action affecting a major erdggmnent industry union, or the duration of any #ngs strike or job action; changes in, or fail
or inability to comply with, government regulatiomscluding, without limitation, regulations of tikederal Communications Commission, and
adverse outcomes from regulatory proceedings; dsimgthe nature of key strategic relationship$ értners and joint venturers; competitor
responses to our products and services, and tldeigioand services of the entities in which we haterests; threatened terrorist attacks and
ongoing military action in the Middle East and atparts of the world; reduced access to capitaketaror significant increases in costs to
borrow; and a failure to secure affiliate agreeraemtrenewal of such agreements on less favorabigst For additional risk factors, refer to
PART I., ITEM 1A. Risk Factors in our 2008 Annuadport. These forward-looking statements and swsis runcertainties and other factors
speak only as of the date of this Quarterly Report, we expressly disclaim any obligation or uralény to disseminate any updates or
revisions to any forwartboking statement contained herein, to reflect elmgnge in our expectations with regard theretangrother change
events, conditions or circumstances on which ach statement is based.

BUSINESS OVERVIEW

This section provides a general descriptioawfbusiness and business segments, as welles idevelopments we believe are importal
understanding our results of operations and firer@indition or in understanding anticipated futtresds.

We are a leading global media and entertainm@mpany that provides original and purchasednamgning across multiple distribution
platforms in the U.S. and approximately 170 otharrdries, including television networks offeringstamized programming in 35 languages.
Our strategy is to optimize the distribution, rg8rand profit potential of each of our branded de#s Additionally, we own and operate a
diversified portfolio of website properties and éthiligital services and develop and sell consumérealucational products as well as media
sound services in the U.S. and internationally.

Our media content is designed to target keljeance demographics and the popularity of our @egning creates a reason for advertisers to
purchase commercial time on our channels. Audieaiiegs are a key driver in generating advertisggenue and creating demand on the part
of cable television operators, direct-to-home (“DYbhatellite operators and other content distribsito deliver our programming to their
customers.

In addition to growing distribution and advsirig revenue for our branded channels, we aresiEton growing revenue across new
distribution platforms, including brand-aligned wetmperties, mobile devices, video-on-demand anddivand channels, which serve as
additional outlets for advertising and affiliatdesa and provide promotional platforms for our peogming. We also operate

39




internet sites, such as HowStuffWorks.com, proxgdinpplemental news, information and entertainroentent that are aligned with our
television programming.

We manage and report our operations in thegengnts: U.S. Networks; International Networks; @etnmerce, Education, and Other.

U.S. Networks

U.S. Networks is our largest segment, whicim®and operates 11 cable and satellite channelading Discovery Channel, TLC and
Animal Planet, as well as a portfolio of websitegerties and other digital services. U.S. Netwailkes provides distribution and advertising
sales services for Travel Channel and distribusienvices for BBC America. U.S. Networks deriveseraves primarily from distribution fees
and advertising sales, which comprised 44% and 388fectively, of revenues for this segment fortkilmiee months ended June 30, 2009, and
46% and 50%, respectively, for the six months erdgge 30, 2009. During both the three and six moatided June 30, 2009, Discovery
Channel, TLC and Animal Planet collectively genedaf 7% of U.S. Networks’ total revenues. U.S. Nekse@arns distribution fees under
multi-year affiliation agreements with cable operaf DTH operators and other distributors of tedr programming. Distribution fees are
based on the number of subscribers receiving prnagiiag. Upon the launch of a new channel, we maiaihji pay distributors to carry such
channel (such payments are referred to as “laummdmiives”), or may provide the channel to theritiator for free for a predetermined length
of time. Launch incentives are amortized on aghtline basis as a reduction of revenues ovetetm of the affiliation agreement. U.S.
Networks generates advertising revenues by satlimgmercial time on our networks and websites. Turalver of subscribers to our chann
the popularity of our programming and our abilitysell commercial time over a group of channelskasedrivers of advertising revenue.

Several of our domestic networks, includingd@ivery Channel, TLC and Animal Planet, are culyatistributed to substantially all of the
cable television and direct broadcast satellite é®in the U.S. Accordingly, the rate of growth irBUdistribution revenue in future periods is
expected to be less than historical rates. Our &itf®. Networks are distributed primarily on theitil tier of cable systems and equivalent-
on DTH platforms and have been successful in maxmgitheir distribution within this more limited iwerse. There is, however, no guarantee
that these digital networks will ever be able ttnghe distribution levels or advertising ratesoaf major networks. Our contractual
arrangements with U.S. distributors are reneweioegotiated from time to time in the ordinary smuof business.

U.S. Networkslargest single cost is the cost of programmingduitiog production costs for original programmingSUNetworks amortize
the cost of original or purchased programming basethe expected realization of revenue resultingn accelerated amortization for
Discovery Channel, TLC and Animal Planet and strilme amortization over three to five years foe remaining networks.

International Networks

International Networks manages a portfoliclodinnels, led by the Discovery Channel and Aninteth€ brands that are distributed in
virtually every pay-television market in the wotlttough an infrastructure that includes major opi@nal centers in London, Singapore and
Miami. International Networks’ regional operatiacs/er most major markets and are organized intolfmally-managed regional operations
including the U.K.; Europe (excluding the U.K.), ddie East and Africa (‘EMEA”); Asia-Pacific; and tia America. International Networks
currently operates over 100 unique distributiordéeim 35 languages with channel feeds customizedrding to language needs and
advertising sales opportunities. Most of the segfa@hannels are whollgwned by us with the exception of: (i) the intefoaal Animal Plane
channels, which are generally joint ventures incliithe British Broadcasting Corporation (“BB@Wns 50%, (ii) People+Arts, which opere
in Latin America and Iberia as a 50-50 joint veptuith the BBC, and (iii) several channels in Japad Canada, which operate as joint
ventures with strategically important local parter

International Networks’ priorities include mgining a leadership position in nonfiction andi@ia fictional entertainment in international
markets and continuing to grow and improve thegrerince of the international operations. Theserifige will be achieved through increas
distribution, expanding local advertising salesatalities, creating licensing and digital growthpmptunities, and improving operating
efficiencies by strengthening programming and pridemal collaboration between U.S. Networks’ ancerntational Networks’ groups.

Similar to U.S. Networks, the primary souroésevenues for International Networks are disttiitiu fees and advertising sales, and the
primary cost is programming. International Netwoekecutes a localization strategy by offering hyglality shared programming with U.S.
Networks, customized content, and localized sclesdula our distribution feeds. For the three ardrsinths ended June 30, 2009, distribu
revenues represented approximately 63% and 66%eafdgment’s operating revenues, respectivelycantnue to deliver growth in markets
with the highest potential for pay television exgpian.

Advertising sales are increasingly importanthte segment’s financial success, representing 28%@5% of the segmestfotal revenues fi
the three and six months ended June 30, 2009,atdsglg. International television markets vary ireir stages of development. Some, notably
the U.K., are more advanced digital multi-chane&\ision markets, while others remain in the aga&ovironment with varying degrees of
investment from operators in expanding channelc@épar converting to digital. In developing payegsion markets, we expect advertising
revenue growth will result from subscriber growdhy localization strategy, and the shift of adwenty spending from broadcast to pay
television. In relatively mature markets, suchtest.K., the growth dynamic is
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changing. Increased market penetration and disitoib@re unlikely to drive rapid growth in thoseniets. Instead, growth in advertising sales
will come from increasing viewership and advertispricing on our existing pay television networksldaunching new services, either in pay
television or free television environments.

Our international businesses are subjectrionaber of risks including fluctuations in currerexchange rates, regulatory issues, and
economic and political instability. Changes in afiyhese areas could adversely affect the perfoceaffithe International Networks.

Commerce, Education, and Other

Our commerce business engages with licensemsyfacturers, publishers and retailers to designelop, publish, promote and sell a wide
variety of products based on existing and new Campetellectual property. The Company primarily eggs in catalog sales and online
distribution of products through DiscoveryStore.comApril 2009, we changed our commerce businesslicensing model by outsourcing
commerce direct-to-consumer operations includingcommerce website, related marketing, product idgveent and fulfillment to a third
party in exchange for royalties. Our new strucfareour commerce business enables us to contirfeeiraf high quality DVD programming as
well as many merchandise categories leveraging listhsed and make and sell products. Although xpeet this new structure to facilitate
growth in operating income, thereby providing foowth in profitability and reducing the financiak of holding significant product
inventories, we expect an initial reduction in foge revenue contribution, as well as a reductiodirect operating expenses in 2009.
Commerce will continue to grow our established drand home video licensing businesses to furthgamc our national presence in key
retailers.

Our education business is focused on our cehgrsive domestic and international direct-to-stKeb2 online streaming distribution
subscription services, as well as our professidaaklopment services for teachers, benchmark stadgsessment services, and publishing
hardcopy content through a network of distributiiannels including online, catalog and dealers.&ucation business also participates in a
growing sponsorship, global brand and content §aenbusiness with leading non-profits, foundatjdrede associations and Fortune 500
companies.

Other businesses primarily include sound, musixing sound effects and other related servicesajor motion picture studios,
independent producers, broadcast networks, cablengls, advertising agencies, and interactive ecu

Changes in Business
Newhouse Transaction

Discovery was formed in connection with DisepvHolding Company (“DHC”) and Advance/Newhousedtamming Partnership
(“Advance/Newhouse”) combining their respective enghip interests in Discovery Communications HadioLC (“DCH”) and exchanging
those interests with and into Discovery, which wassummated on September 17, 2008 (the “Newhouwsesaction”). Prior to the Newhouse
Transaction, DCH was a stand-alone private compahich was owned approximately 863% by DHC and 33/ 3% by
Advance/Newhouse. The Newhouse Transaction was leteapas follows:

. On September 17, 2008, DHC completed the spitedté shareholders of Ascent Media CorporatioC”), a subsidiary holding tt
cash and businesses of DHC except for certain bssas that provide sound, music, mixing, sound&sffand other related services
(the“AMC spin-off”). Such businesses remain with us following the cotigieof the Newhouse Transactic

. On September 17, 2008, immediately following AMC spin-off, DHC merged with a transitory mergebsidiary of Discovery, with
DHC's existing shareholders receiving common stockis€@ery; anc

. On September 17, 2008, immediately following thel@nge of shares between Discovery and DHC, Advilegghouse contributed i
interests in DCH and Animal Planet to Discovergithange for shares of DiscoveryBeries A and Series C convertible preferred ¢
that are convertible at any time into our commaist which at the transaction date representedtuing-of the outstanding shares of
our common stock

As a result of the Newhouse Transaction, DIHE& RCH became wholly-owned subsidiaries of Discgyvesith Discovery becoming the
successor reporting entity to DHC under the SdesriExchange Act of 1934, as amended (the “Exchawg®. Because Advance/Newhouse
was a one-third owner of DCH prior to the completad the Newhouse Transaction and is a one-thimdeswf us immediately following
completion of the Newhouse Transaction, there veasffective change in ownership. Our convertiblef@med stock does not have any special
dividend rights and only a de minimis liquidatioreference. Additionally, Advance/Newhouse retaigsificant participatory special class
voting rights with respect to certain matters tmild be submitted to stockholder vote. Pursuafinancial Accounting Standards Board
(“FASB”) Technical Bulletin No. 85-5ssues Relating to Accounting for Business Cominina{‘FTB 85-5"), for accounting purposes the
Newhouse Transaction was treated as «substantive merger, and therefore, the NewhouaesBction was recorded at the investors’
historical bases. Refer to Note 1 to the accompangondensed consolidated financial statementuftirer description of the Newhouse
Transaction.
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Hasbro-Discovery Joint Venture

On May 22, 2009, we formed a 50-50 joint veatwith Hasbro, Inc. (“Hasbro”) that will operatéedevision network and website dedicated
to high-quality children’s and family entertainmemtd educational programming. In connection withdlrangement, Discovery contributed
the Discovery Kids Network (“Discovery Kids”") toghoint venture. Additionally, Hasbro acquired &&0wnership interest in the joint
venture for a cash payment of $300 million andxarézeivables agreement collectible over 20 yeahsed at $57 million, which resulted in a
total gain of $252 million. The rebranded netwalscheduled to premiere in late 2010. Additionfdrimation regarding the joint venture is
disclosed in Note 3 to the accompanying condensadatidated financial statements.

RESULTS OF OPERATIONS

This section provides an analysis of our tssofl operations for the three and six months erddee 30, 2009 as compared to the three and
six months ended June 30, 2008. This analysisogiged on both a consolidated and segment basitiduaally, a brief description is provid
for significant transactions and events that implaetcomparability of the results of operationgeinalyzed.

Changes in Basis of Presentation

As described more fully in the notes to thecamapanying condensed consolidated financial stateésneertain of the 2008 financial
information has been recast so that the basisesfgmtation is consistent with that of the 2009rfaial information. This recast reflects (i) the
gross combined financial information of both DHQ@dMCH as though the Newhouse Transaction was cams@d on January 1, 2008 (refer
to Note 1), (ii) adjustments to revenues and exgets exclude amounts for Ascent Media Corporatt@tent Media Systems & Technology
Services, LLC, and Ascent Media CANS, LLC, whichrevdisposed of in September 2008 (refer to Notard, (iii) the adoption of FASB
Statement No. 16@Mon-controlling Interests in Consolidated Financi&thtements, an Amendment of ARB N@*BAS 160") (refer to Note
2).

Items Impacting Comparability

Beginning May 22, 2009, we ceased to constdittee gross operating results of Discovery Kidswiver, as we continue to be involved in
the operations of the joint venture, we have nesented the financial position, results of operati@nd cash flows of Discovery Kids recor
through May 21, 2009 as discontinued operations.i@arest in the joint venture is accounted fangghe equity method of accounting.
Accordingly, our consolidated results of operatiordude the gross operating results of Discoveigskhrough May 21, 2009, whereas for
subsequent periods we record only our proportiosiadéee of the joint venture’s net operating res@imilarly, the results of operations for the
U.S. Networks segment include the gross revenugegpenses of Discovery Kids through May 21, 20@%reas for subsequent periods the
segment’s results do not include the operatingltefar Discovery Kids. The following table presemnotal revenues and operating expenses
recognized by Discovery for Discovery Kids priordeconsolidation (in millions).

April 1, 2009 Three Months January 1, 200¢ Six Months
through ended through ended
May 21, 200¢ June 30, 200t May 21, 2009 June 30, 200
Revenue! $ 7 $ 10 $ 19 $ 20
Operating expenst $ 2 $ 5 $ 7 $ 12

Our results of operations were also impactethb effects of consolidating OWN, beginning iyJ2008, and to a lesser extent the change
in our commerce business model to a licensing miod&pril 2009. For the three and six months endiede 30, 2009, OWN incurred operat
expenses of $7 million and $13 million, respecgvel
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Consolidated Results of Operations

The following table presents our consolidatesllts of operations (in millions).

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 % Change 2009 2008 % Change
(recast) (recast)
Revenues
Distribution $ 42¢ $ 41€ 2% $ 851 $ 82C 4%
Advertising 36¢€ 37¢ (3)% 66< 682 (2)%
Other 87 89 (2)% 17¢ 192 (7%
Total revenue 881 88t 0% 1,69¢ 1,69¢ 0%
Costs of revenues, excluding
depreciation and amortization listed be 257 254 1% 51C 49¢€ 3%
Selling, general and administrati 31C 37C (16)% 591 621 (5)%
Depreciation and amortizatic 40 49 (18)% 78 96 (19%
Asset impairment 26 — NM 26 — NM
Exit and restructuring charg 14 4 250% 17 4 325%
Gain on business dispositit (252) — NM (252) — NM
39t 677 (42)% 97C 1,215 (20)%
Operating incom 48¢€ 20¢ 134% 72¢ 477 53%
Interest expens (60) (66) (9)% (117) (135) (13)%
Other nor-operating income, nt 20 22 (9% 28 6 367%
Income before income tax 44¢ 164 172% 63¢ 34¢ 84%
Provision for income taxe (267) (82 22€% (337) (192 76%
Net income 17¢ 82 11&€% 30z 15€ 94%
Less: Net loss (income) attributable to no
controlling interest: 6 (39 (115% 2 (79) (109)%
Net income attributable to Discove
Communications, Inc 18t 43 33(% 304 77 295%
Stock dividends to preferred intere 2 — NM 2 — NM
Net income available to Discove
Communications, Inc. stockholde $ 18¢ $ 43 32€% $ 30z $ 77 292%
Net income per share available to Discov
Communications, Inc. stockholde®:
Basic $ 0.4: $ 0.1¢€ $ 0.72 $ 0.2¢
Diluted $ 0.4: $ 0.1€ $ 0.71 $ 0.2¢
Weighted average number of shares
outstanding
Basic 422 282 422 282
Diluted 424 282 423 282

@ Income per share amounts for the quarterly anc-to-date periods have been calculated separately. dicggy, the quarterly amoun
may not add to the year-to-date amounts becaudéefences in the average shares outstanding gledsh period and, with regard to
diluted per share amounts only, because of thesiah of the effect of potentially dilutive secig# only in the periods in which such
effect would have been dilutive. Further, income gfeare has been calculated using actual amountisefgeriod. Accordingly,
calculating income per share using the roundedégveported above may produce immaterial diffezer

NM = not meaningfu

Revenues

Distribution revenues increased $8 million &3d million for the three and six months endedeJ8®, 2009, respectively, as compared to
distribution revenues for the corresponding period2008. Increased distribution revenues weregdimearily to higher revenues at the U.S.
Networks segment, which were partially offset bgréases at the International Networks segmentiridreases at the U.S. Networks segn
were due to an increase in paying subscriberscipally for networks carried on the digital tienraual contractual rate increases, and a
reduction in the amortization of launch incentivEsese increases were partially offset by
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absence of a one-time revenue correction thataseck revenues by $8 million in the second quaft2d08 and the effect of deconsolidating
Discovery Kids in May 2009, which decreased oursadidated revenues by $3 million for the three rhqueriod. The decreases at the
International Networks segment were attributablerttavorable impacts of foreign currency excharades of $17 million and $34 million for
the three and six months ended June 30, 2009,atbaglg, which were partially offset by an incredaseaying subscribers.

Advertising revenues decreased $10 million $&@ million for the three and six months endedeJ8®, 2009, respectively, as compared to
advertising revenues for the same periods in 2008.decreases in advertising revenues were driyeletreases at the International Networks
segment, partially offset by increases at the Ne&8works segment. The decreases at the Internatimtearorks segment were attributable to
unfavorable impacts of foreign currency exchangesraf $14 million and $26 million, respectivelyhieh were partially offset by an increase
in advertising sales as a result of increases iirpaying subscriber base. Increased advertisingnass at the U.S. Networks segment were
driven by increased pricing and higher ratings,clthivere partially offset by lower cash sellouts.

Other revenues, which primarily consist oksabf DVDs, merchandise, educational services anteat, and sound and music services,
decreased $2 million and $14 million for the thamel six months ended June 30, 2009, respectivelyompared with other revenues for the
corresponding periods in 2008. The decreases &r oflvenues is principally from a decline in salbthe Planet EarthDVD series, which was
partially offset by an increase from the onlineatning distribution and direct-to-consumer busies$s our Commerce, Education, and Other
business segment.

Costs of Revenues

Costs of revenues, which consist primarilgofitent amortization expense, production costsdistdbution costs, increased $3 million and
$14 million for the three and six months ended BMe2009, respectively, when compared to the spmeding periods in 2008. Increased
costs of revenues for the three and six monthsdeddee 30, 2009 was primarily attributable to higtentent amortization expense due to a
higher content asset base, reflecting our contifegstment in content. These increases were parnidiset by $13 million and $28 million of
favorable impacts from foreign currency exchangesaombined with decreases in production costthithree and six months ended
June 30, 2009, respectively.

Selling, General and Administrative

Selling, general and administrative expenaéich are principally comprised of employee costarketing costs, occupancy and back office
support fees, decreased $60 million and $30 mifiarrthe three and six months ended June 30, 2@8fectively, as compared to the same
periods in 2008. The decreases for the three anth@nth periods was due primarily to lower oveeatiployee costs, consulting fees and
marketing costs, reflecting cost savings initiatiaed improvements in operating efficiencies. Adsotributing to the decreases were favorable
impacts of foreign currency exchange rates of $illlomand $24 million, respectively. The increasesre partially offset by the impact of
consolidating OWN beginning in July 2008, whichrie&sed costs by $7 million and $13 million for theee and six month periods.

Employee costs include share-based compensatigense arising from equity awards to employeegmuour incentive plans. Total share-
based compensation expense was $61 million andrii8n for the three and six months ended June2B09, respectively, as compared to
$55 million and $19 million for the correspondingripds in 2008. The increase in share-based corapendor the three month period reflects
an increase in stock options outstanding. Increabade-based compensation for the six month pevasddue to an increase in the fair value of
outstanding cash settled equity awards and tosaletent an increase in stock options outstanaihgch were partially offset by a reduction
in the number of outstanding cash settled equitgrds: A portion of our equity awards are casheettind, therefore, the value of such awards
outstanding must be remeasured at fair value esgmirting date based on changes in the price oeties A common stock. Compensation
expense for cash settled equity awards, includiranges in fair value, was $54 million and $86 miilfor the three and six months ended
June 30, 2009, respectively, as compared to $5&méand $18 million for the similar periods in Z00For the three month period, an increase
in compensation expense for cash settled awardsodare increase in fair value was equally offsetitecline in the number of such awards
outstanding. Increased compensation expense forsealed awards for the six month period was duntincrease in fair value, partially
offset by a decline in the number of such awardstanding. Increases in fair value of cash setiledrds was attributable to an increase in the
price of our Series A common stock of 41% and 5%nd the three and six months ended June 30, 20@3do not intend to make addition
cash settled equity awards, except as may be sgfjbir contractual arrangements or to employeesuntcdes in which stock option awards
not permitted.

Depreciation and Amortization

Depreciation and amortization expense decd=$8emillion and $18 million for the three and swonths ended June 30, 2009, respectively,
as compared to the depreciation and amortizatiperese for the corresponding periods in 2008. Tieeedses were due to a decline in
amortization expense resulting from lower intangi$set balances in 2009 compared to the samelp@ni@008.
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Asset | mpairments

We recorded $26 million of impairment chargelated to intangible assets and capitalized soéwlaring the three months ended June 30,
2009, primarily for certain asset groups at ourédti.S. Networks reporting unit due to declinesxpected operating performance.

Exit and Restructuring Charges

We recorded exit and restructuring charge®ldf million and $17 million for the three and sionths ended June 30, 2009, respectively, in
connection with a reorganization of portions of operations and to reduce our cost structure. Theges were primarily incurred by our U.S.
Networks and International Networks segments asagabur corporate operations. The charges fosithenonths ended June 30, 2009 incl
$12 million of severance costs and $2 million ofittact termination costs. We incurred an additiég&million in severance costs in the first
guarter of 2009. We expect the majority of thesargbs to be paid in 2009 with certain paymentsnehtey through 2012. We do not expect
material future charges associated with theseugsitting programs.

Gain on Business Disposition

In connection with the formation of the Hasiiscovery Joint Venture, we recorded a $252 miligain, which included $127 million as a
result of “stepping up” our basis for the 50% netal interest in Discovery Kids and $125 million foe sale of 50% of our ownership interest
to Hasbro.

Interest Expense

Interest expense decreased $6 million anddill®n for the three and six months ended June2B09, respectively, when compared with
the same periods in 2008 primarily due to a deer@aaverage debt outstanding.

Other Non-Operating Income, Net

Other non-operating income, net includes eafized and unrealized gains and losses from daréveransactions that are not accounted for
as hedging instruments, realized gains and loseasdale of available-for-sale securities, and iotfwan-operating expenses net of non-
operating income. Other non-operating income, reteased $2 million for the three months ended 30n2009 compared to the same period
in 2008 and increased $22 million for the six menghded June 30, 2009 compared to the same per&iiD8. In the second quarter of 2009
we sold securities and recorded a pre-tax gairL8friillion. In addition, we recognized net realizetl unrealized gains on derivatives that are
not designated as hedging instruments of $4 mibind $9 million during the three and six monthseshdune 30, 2009, respectively, and net
realized and unrealized gains of $18 million andion during the three and six months ended J2Me2008, respectively. Refer to Note !
the accompanying condensed consolidated finantsisdraents for a more detailed discussion of ouwdgve transactions.

Provision for Income Taxes

The provisions for income taxes were $267iariland $337 million for the three and six monthded June 30, 2009, respectively, as
compared to the provisions for income taxes of $8%on and $192 million for the corresponding pets in 2008. The effective tax rates were
60% and 53% for the three and six months ended 30n2009, respectively, as compared to the effecdtix rates of 50% and 55% for the
corresponding periods in 2008. The effective ta& far the 2009 periods differed from the fedetatigtory rate of 35% due primarily to the
permanent difference on the $125 million gain fribia sale of 50% of our ownership interest in Diggg\Kids, the $127 million gain as a
result of “stepping up” our basis for the 50% ne¢ai interest in Discovery Kids, and to a lesseemtxstate income taxes. The increases were
partially offset by the release of a valuation atlmce of $12 million on a previously recorded calitss.

The effective tax rate for the three and sonths ended June 30, 2008 differed from the fedgatlitory rate of 35% principally due to the
presentation of the Newhouse Transaction as thiawghs consummated on January 1, 2008 in accordaiticeAccounting Research Bulleting
No. 51,Consolidated Financial Statementas amended (“ARB 51”). Accordingly, Discovery@ndensed consolidated financial statements
and notes include the gross combined financialltesiiboth DHC and DCH since January 1, 2008.RRddhe Newhouse Transaction on
September 17, 2008, DHC owned%6& % of DCH and, therefore, recognized a portion ofD&loperating results. As a result, the tax
provision for the three and six months ended JUnB08 includes the taxes recognized by both DEHRHC related to the portion of DC#’
operating results recognized by DHC. DHC recogni&2@ million and $52 million of deferred tax expenglated to its investment in DCH
prior to the Newhouse Transaction (net of tax béfrefim intangible amortization related to the spiifi of Travel Channel in 2007) for the th
and six months ended June 30, 2008, respectively.

Net Loss (Income) Attributable to Non-Controlling I nterests

Net loss (income) attributable to non-contngjlinterests represents the portion of net opggatsults allocable to the non-controlling
partners, which were $6 million and $2 million tbe three and six months ended June 30, 2009,atbaglg, and $(39) million and $(79)
million for the corresponding periods in 2008. Tdezrease in net loss (income) attributable to ramtrolling interests for the 2009 periods is
primarily a result of allocating a portion of DCHsofits to Advance/Newhouse for its ownership iegt in DCH for periods prior to the
Newhouse Transactio
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Stock Dividends to Preferred | nterests

During the quarter ended June 30, 2009, thepgamy recognized $2 million of non-cash stock divids for the release of preferred stock
from escrow.

Income (Loss) From Discontinued Operations, Net ofax

In connection with the Newhouse Transactiod(Dcompleted the spin-off to its shareholders of @Mdditionally, in September 2008,
DHC sold its ownership interests in AMSTS and Ademalth. ASMTS and AccentHealth were componenthi®@fAMC business.
Accordingly, total revenues of $174 million and 834illion for the three and six months ended June2B08, respectively, have been
excluded from our total revenues, and total opegatibsts and expenses of $171 million and $345amifor the 2008 periods have been
excluded from our total revenues. As the combiretdntome of $2 million for these entities was sighificant for the three and six months
ended June 30, 2008, their results of operatiomsegrorted as a component@ther non-operating income, nietthe Condensed Consolidated
Statements of Operations.

Segment Results of Operations

We manage and report our operations in thegengnts: U.S. Networks; International Networks; @etnmerce, Education, and Other.
Corporate primarily consists of corporate functiomsecutive management, administrative supporicesyand ancillary revenues and expe
from a consolidated joint venture. Corporate expsrase excluded from segment results to enablaixeenanagement to evaluate segment
performance based upon decisions made directhegsent executives. Operating results exclude narkdrket share-based compensation
expense, restructuring and impairment chargesgains (losses) on asset dispositions, consistehtour segment reporting. Refer to Note 19
to the accompanying condensed consolidated finbsteitements for a further description of our segisie

We evaluate the operating performance of egneents based on financial measures such as revandedjusted operating income before
depreciation and amortization (“Adjusted OIBDA”)dysted OIBDA is defined as revenues less costewvd#nues and selling, general and
administrative expense excluding (i) mark-to-matedre-based compensation expense, (i) amortizafideferred launch incentives,

(iii) restructuring and impairment charges, and ¢ain (loss) on asset dispositions. Managemerst Adgisted OIBDA to assess the operati
strength and performance of our segments. Manageamen this measure to view operating resultspparnalytical comparisons, identify
strategies to improve performance and allocateuress to each segment. We believe Adjusted OIBD#lessant to investors because it allt
them to analyze operating performance of each segosing the same metric management uses and r@gig@s investors a measure to
analyze operating performance of each segmentstdastorical data. We exclude mark-to-market staged compensation expense,
restructuring and impairment charges, and gairsséls) on asset dispositions from the calculatiohdjdisted OIBDA due to their volatility or
non+ecurring nature. We also exclude the amortizatiodeferred launch incentives because these pagnaeatinfrequent and the amortizai
does not represent cash payments in the curreottireg period. Because Adjusted OIBDA is a non-GAMPBasure, it should be considered in
addition to, but not a substitute for, operatingoime, net income, cash flow provided by operatittiyties and other measures of financial
performance reported in accordance with U.S. GAAP.

The following table presents our revenuesdgngent and certain consolidated operating expensaa revenue amounts, and Adjusted
OIBDA (in millions).

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 %Change 2009 2008 %Change
(recast) (recast)
Revenues
U.S. Networks $ 557 $ 544 2% $ 1,06¢ $ 1,02¢ 4%
International Network 283 29¢ (5)% 53¢ 564 (5)%
Commerce, Education, and Ott 40 41 (2)% 89 81 1C%
Corporate and intersegme
eliminations 1 2 (50)% 5 21 (76)%
Total revenue 881 88t 0% 1,69¢ 1,69¢ 0%
Costs of revenue®) (257) (254) 1% (510) (496€) 3%
Selling, general and administrati® (25€) (31€) (19% (505) (602) (16)%
Add: Amortization of deferred
launch incentive@ 13 21 (38)% 27 42 (36)%
Adjusted OIBDA $ 381 $ 33€ 13% $ 7AC $ 637 11%




M  Costs of revenues and selling, general and adtrative expenses exclude depreciation and ambaizancome (expense) arising from
long-term incentive plan awards (mark-to-marketjt and restructuring charges, gain on businegsoditions, and impairment of
intangible asset:

@  Amortization of deferred launch incentives are inigld in distribution revenues for U.S. GAAP repagtibut are excluded from Adjust
OIBDA.

The following table presents our Adjusted OBBBy segment with a reconciliation of Adjusted OIRIb consolidated operating income
millions).

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 %Change 2009 2008 %Change
(recast) (recast)
Adjusted OIBDA:
U.S. Networks $ 33C $ 29¢ 11% $ 60t $ 554 9%
International Network 92 97 (5)% 18¢ 177 6%
Commerce, Education, and Ott 5 3 (267)% 11 3 (467)%
Corporate and intersegment
eliminations (46) (54 15% (99 (91) ()%
Total adjusted OIBD/ 381 33€ 13% 71C 637 11%
Gain on business dispositir 252 — NM 252 — NM
Asset impairment (26) — NM (26) — NM
Expense arising from loi-term
incentive plan awards (mark-to-
market) (59 (59 0% (86) (18) B78)%
Depreciation and amortizatic (40 (49 (18)% (78) (96) (19%
Exit and restructuring charg (14) 4 25(% 17 4 (325)%
Amortization of deferred launch
incentives (13 (22) (38)% (27) (42 36%
Total operating incom $ 48€ $ 20¢ 134% $ T72¢ $ 477 53%

NM = not meaningfu

U.S. Networks

The following table presents, for our U.S. Metks segment, revenues by type, certain operatipgnses, contra revenue amounts,
Adjusted OIBDA, and a reconciliation of AdjustedBIIA to operating income (in millions).

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 %Change 2009 2008 %Change
(recast) (recast)
Revenues
Distribution $ 247 $ 23€ 5% $ 49t $ 46C 8%
Advertising 29C 28¢ 1% 534 527 1%
Other 2C 20 0% 37 41 (10)%
Total revenue 557 544 2% 1,06¢ 1,02¢ 4%
Costs of revenue (12€) (124) 2% (257) (240) 7%
Selling, general and administrati (10¢) (139 (21)% (215) (254) (15)%
Add: Amortization of deferred
launch incentive 5 10 (50)% 11 2C (45)%
Adjusted OIBDA 33C 29¢€ 11% 60= 554 9%
Expense arising from long-term
incentive plan awards (mark-to-
market) 2 (@D} 10C% (@) (6) (83)%
Asset impairment (20 — NM (20) — NM
Depreciation and amortizatic (8 (14) (43)% (16) (28) (43)%
Gain on business dispositit 252 — NM 252 — NM
Exit and restructuring charg ) — NM (7 — NM
Amortization of deferred launc
incentives (5 (10 (50)% (11) (20) (45)%
Operating incom: $ 54C $ 271 99% $ 80z $ 50C 6C%

NM = not meaningfu
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Revenues

Total revenues increased $13 million and $8Bam for the three and six months ended June2B09, respectively, as compared to total
revenues for the corresponding periods in 2008.iftrease in total revenues was due primarily todases in distribution revenues of
$11 million and $35 million, respectively, and iaases in advertising revenues of $2 million anddilfon, respectively. Other revenues for
the three months ended June 30, 2009 remained agjgaimpared to the same period in 2008 while atha@mues for the six months ended
June 30, 2009 decreased $4 million when compardtetoorresponding period in 2008.

Increased distribution revenues for the tlanee six month periods were due to an increaseyiimgaubscribers, principally for networks
carried on the digital tier, and annual contractas increases. Additionally, distribution revesiircreased as amortization of contra revenue
items, primarily launch incentives, declined $5limil and $9 million for the three and six monthipds. The increases in distribution revenues
were partially offset by the absence of a one-tievenue correction recorded during the second guaft2008 that increased revenues
$8 million and the effect of deconsolidating DiseowKids in May 2009, which resulted in a declirfes8 million for the three month period.

Advertising revenues increased as a restttaéased pricing and higher ratings, which wemtigddy offset by lower cash sellouts.

Costs of Revenues

Costs of revenues, which consist primarilg@fitent amortization expense, production costsdistdbution costs, increased $2 million and
$17 million for the three and six months ended BMe2009, respectively, as compared to costsvafimees for the corresponding periods in
2008. The increases in costs of revenues were rmanily to higher content amortization expenser. the three and six month periods, con
amortization expense increased $10 million andréifion, respectively, due to a higher content assdance, reflecting our continued
investment in content. These increases were gdartiiket by declines of $7 million and $10 millidar the three and six month periods in
charges related to the decision not to proceed eettain completed and in-process content andfteetef deconsolidating Discovery Kids in
May 2009, which resulted in a decline of $1 milliand $2 million for the three and six months endia@de 30, 2009, respectively.

Selling, General and Administrative

Selling, general and administrative expenaisch are principally comprised of employee costarketing costs, research and development
costs, and occupancy and back office support tlexseased $28 million and $39 million for the thaee six months ended June 30, 2009,
respectively, when compared to selling, generaladrdinistrative expenses for the similar period8008. The decreases were attributable
primarily to lower marketing costs and to a lessdent overhead costs. Also contributing to thdideavas the effect of deconsolidating
Discovery Kids in May 2009 resulted in a decling@fmillion and $3 million for the three and six ntlos ended June 30, 2009. These
decreases were partially offset by increased cefdted to the consolidation of OWN beginning ity2008. Costs incurred related to OWN
were $7 million and $13 million for the three and months ended June 30, 2009, respectively.

Adjusted Ol BDA

Adjusted OIBDA increased $34 million and $5illion for the three and six months ended June2B09, respectively, as compared to
Adjusted OIBDA for the corresponding periods in 80The increases were primarily due to higher ithigtion revenues and lower selling,
general and administrative expenses. Increasetbditibn revenues were due to an increase in pastmgcribers for networks carried on the
digital tier, annual contractual rate increases, ameduction in the amortization of launch incesdi The decrease in selling, general and
administrative expenses was attributable to lowarketing and overhead costs. These improvements peatially offset by the absence of the
one-time adjustment to revenues in the second euair2008, increases in content amortization egpeand the consolidation of OWN
beginning in July 2008.
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I nternational Networks

The following table presents, for our Intefoaal Networks segment, revenues by type, certp@rating expenses, contra revenue amounts,
Adjusted OIBDA, and a reconciliation of AdjustedBIIA to operating income (in millions).

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 %Change 2009 2008 %Change
(recast) (recast)
Revenues
Distribution $ 17¢ $ 18z (2% $ 35€ $ 36C ()%
Advertising 78 a0 (13)% 13t 15t (13)%
Other 26 26 0% 47 49 (4)%
Total revenue 283 29¢ (5)% 53¢ 564 (5)%
Costs of revenue (10¢) (102) 6% (200) (297 2%
Selling, general and administrati (92) (110 AN% (16€) (212) (22)%
Add: Amortization of deferre
launch incentive 8 11 (27)% 16 22 2%
Adjusted OIBDA 92 97 (5)% 18¢ 177 6%
Asset impairment (6) — NM (6) — NM
Depreciation and amortizatic (11) (17) 0% (22) (20 5%
Exit and restructuring charg 3 — NM 4 — NM
Amortization of deferred launc
incentives (8 (11 27% (16) (22 (27)%
Operating incom $ 64 $ 75 (15)% $ 141 $ 13t 4%

NM = not meaningfu

Revenues

Total revenues decreased $15 million and $@@&mfor the three and six months ended June2B09, respectively, as compared to total
revenues for the corresponding periods in 2008.dHweease in total revenues was due primarily fawomable impacts of foreign currency
exchange rates of $34 million and $66 million, exdjvely. Excluding the impact of foreign currerexchange rates, total revenues increased
$19 million and $40 million for the three and sionths ended June 30, 2009, respectively.

Distribution revenues decreased $3 million $4dnillion for the three and six months ended J8Me2009, respectively, as compared to
distribution revenues for the corresponding period®08. The decline in distribution revenues weégen by unfavorable impacts of foreign
currency exchange rates of $17 million and $34iamilfor the three and six month periods. Excludimg unfavorable impacts of foreign
currency exchange rates, distribution revenuesasad $14 million and $30 million for the three andmonth periods. These increases were
attributable to an increase in paying subscribetsatin America, EMEA, and Asia-Pacific, which redt the growth in pay television
subscribers in these regions.

Advertising revenues decreased $12 million $2@ million for the three and six months endedeJ8®, 2009, respectively, as compared to
advertising revenues for the corresponding perio@908. Decreased advertising revenues were duefavorable impacts of foreign currer
exchange rates of $14 million and $26 million foe three and six month periods. Excluding the umfalvle impacts of foreign currency
exchange rates, advertising revenues increasedligrand $6 million for the three and six montarfpds. The increases were primarily due
to growth in EMEA and the U.K. reflecting higheewership combined with an increased subscriber.base

Costs of Revenues

Costs of revenues, which consist primarilgofitent amortization expense, production costsdistdbution costs, increased $6 million and
$3 million for the three and six months ended JB®e2009, respectively, as compared to costs @fmees for the corresponding periods in
2008. The increases in costs of revenues wereffi@arable impacts of foreign currency exchangesaf $13 million and $28 million,
respectively. Excluding the favorable impacts a&fgn currency exchange rates, costs of revenwesased $19 million and $31 million for
the three and six month periods. The increases gergrimarily to higher content amortization exgeror the three and six month periods,
content amortization expense increased $7 millimh®L12 million, respectively, due to a higher cont@sset balance, reflecting our continued
investment in original content production and laaggl customization to support additional local fefedgrowth in local advertising sales. Al
contributing to higher content amortization expewsee increases of $11 million in charges relatethé decision not to proceed with certain
completed and in-process content for both the taneksix month periods.

Selling General and Administrative

Selling, general and administrative expenaisch are principally comprised of employee costarketing costs, occupancy and back office
support fees, decreased $19 million and $46 mifiasrthe three and six months ended June 30, 2@8fectively, when compared to selling,
general, and administrative expenses for the sirpgaiods in 2008. For the three month period,diveere favorable impacts of foreign
currency exchange rates of $12 million and a deabn$4 million in marketing and employee coststdfable impacts of foreign currency
exchange rates of $24 million and a decline of §lfon in marketing and employee costs as a resfutbst saving initiatives and
improvements in operating efficiencies contributethe decline in selling, general and administetxpense for the six month peri



Adjusted Ol BDA

Adjusted OIBDA decreased $5 million and inse$11 million for the three and six months endlate 30, 2009, respectively, as
compared to Adjusted OIBDA for the correspondinggms in 2008. Excluding the impacts of foreign lesege currency exchange rate
fluctuations, Adjusted OIBDA increased $7 millionda$30 million, respectively. The increases refggawth in distribution revenues and a
decline in selling, general and administrative eygas, which were partially offset by increasesosts of revenues. Increased distribution
revenues reflect the growth in our paying subsciii@se internationally. The decreases in selliegegal, and administrative expenses were
attributable to lower marketing and employee coBfese improvements were partially offset by higtartent amortization expense
attributable to a higher content asset balancechatyes related to the decision not to proceed eettain completed and in-process content.
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Commerce, Education, and Other

The following table presents, for our Commeteducation, and Other segment, revenues, cerparating expenses, Adjusted OIBDA, and
a reconciliation of Adjusted OIBDA to operating ame (loss) (in millions).

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 %Change 2009 2008 %Change
(recast) (recast)

Revenues

Other $ 40 $ 4 (2)% $ 89 $ 81 1C%
Total revenue 40 41 (2% 89 81 10%

Costs of revenue (24) (26) (8% (52 (52) 2%

Selling, general and administrati (11) (18) (39)% (26) (33 (21)%
Adjusted OIBDA 5 3 267% 11 3 467%

Depreciation and amortizatic @ 3 (67)% ()] (5) (60)%

Exit and restructuring charg (€))] 4 (79)% D 4 (75)%
Operating income (los! $ 3 $ (10 13(% $ 8 $ (12 167%
Revenues

Total revenues decreased $1 million for thregtmonths ended June 30, 2009 as compared todwtadues for the corresponding period in
2008 due to a $3 million decrease in sales of lmyleducation content, commerce sales, and soumide®, offset by a $2 million increase in
online streaming distribution revenues. Total rexemfor the six months ended June 30, 2009 inade&&enillion as compared to total
revenues for the same period in 2008, principalig tb growth in online streaming distribution reves, partially offset by a decline in sales of
hardcopy education content. Also contributing te itticrease for the six month period were higherroence sales as a result of selling our
inventory to our third party distributor, refleagithe transition of our commerce business to atizey model. We expect this transition will
result in a reduction in our commerce revenue argttoperating expenses for the remainder of 2009.

Costs of Revenues

Costs of revenues, which consist principaflgantent amortization expense, production costd,rayalty payments, decreased $2 million
for the three months ended June 30, 2009 as cothpammsts of revenues for the corresponding pen@D08 primarily due to a reduction in
direct operating costs as a result of the tranmsibioour commerce business to a licensing modtierfirst quarter of 2009. Costs of revenues
increased $1 million for the six months ended J3Me2009 primarily due to higher costs of sold meey for our commerce business as result
of selling our inventory to our third party distuitor, in connection with the transition of our coente business to a licensing model.

Selling, General and Administrative Expenses

Selling, general and administrative expenaisch are principally comprised of employee costs;upancy and back office support fees,
decreased $7 million for both the three and six ti®ended June 30, 2009 when compared to sellergrgl and administrative expenses for
the corresponding periods in 2008 primarily duedst reductions in the commerce business. Thergecin expenses at the commerce bus
were attributable to lower employee costs as dtresthe transition to a licensing model.

Adjusted Ol BDA

Adjusted OIBDA increased $8 million and $14lion for the three and six months ended June B092respectively, as compared to
Adjusted OIBDA for the corresponding periods in 80The increases principally reflect higher revenixem online streaming distribution
revenues and cost reductions from the transitiomuofcommerce business to a licensing model.
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Corporate and I ntersegment Eliminations

The following table presents, for our unalliechcorporate amounts, revenues, certain operaxipgnses, Adjusted OIBDA, and a
reconciliation of Adjusted OIBDA to operating logs millions).

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 %Change 2009 2008 %Change
(recast) (recast)
Revenues
Other $ 1 $ 2 (50)% $ 5 $ 21 (76)%
Total revenue 1 2 (50)% 5 21 (76)%
Costs of revenue 1 2 (150% Q) (8 (88)%
Selling, general and administrati (48 (54 (11)% (98) (109 (6)%
Adjusted OIBDA (46) (54) 15% (94) (92) (3)%
Expense arising from long-term
incentive plan awards (mark-to-
market) (52 (53 (2% (85) (12 60&%
Depreciation and amortizatic (20 (21 (5)% (39 (43 (9)%
Exit and restructuring charg 3 — NM (5 — NM
Operating los: $ (123 $ (12¢ 5% $ (229 $ (146 (53)%

NM = not meaningfu

Corporate primarily consists of corporate fiots, executive management, administrative supgtices, and ancillary revenues and
expenses from a consolidated joint venture. Cagrsistith our segment reporting, corporate expeasegxcluded from segment results to
enable executive management to evaluate busingsses¢ performance based upon decisions made gitacthusiness segment executives.

Corporate revenues decreased $1 million aBdillion for the three and six months ended Jube2B09, respectively, when compared
with the corresponding periods in 2008, primariliedo decreased ancillary revenues from a congetidaint venture, whose primary sales
were of thePlanet EarthDVD. Corporate selling, general and administratixpenses decreased $6 million for both the thrdesanmonths
ended June 30, 2009 driven by lower consultingscost

LIQUIDITY AND CAPITAL RESOURCES

This section provides a description of ounaiy sources and uses of cash, as well as sigmifiGnsactions affecting liquidity, for the six
months ended June 30, 2009 as compared to theosithmended June 30, 2008.

Sources of Cash

Our principal sources of liquidity are caskhisnd, cash flows from operations, proceeds frdimsness disposition, and borrowings under
our credit facilities. We anticipate that our célstivs from operations, existing cash, cash equiMsland borrowing capacity under our
revolving credit facility will be sufficient to méeur anticipated cash requirements for at leasn#xt 12 months.

As of June 30, 2009, we had approximately $il@n of total liquidity, comprised of $339 miidin in cash and cash equivalents and the
ability to borrow approximately $ 1.6 billion undeur revolving credit facility.

Operating Activities

For the six months ended June 30, 2009, alr peovided by operating activities was $320 milJias compared to $182 million for the
same period in 2008, driven by an increase in pastided by working capital. The components of viogkcapital are subject to fluctuation
based on the timing of cash transactions relatgadgramming schedules, collection of accountsivabée, and payment of operating
expenditures.

I nvesting Activities

Cash provided by investing activities for #iie months ended June 30, 2009was $288 million ewatpto $22 million during the
corresponding period in 2008. The increase primaeiflects $300 million we received from Hasbraekchange for a 50% ownership interest
in a new joint venture that will operate the DisepvKids business.

Financing Activities

Our committed debt facilities include threentdoans, a revolving loan facility, and variousiee notes payable. Credit Agreement
Supplement No. 1 (“Term Loan C”) to Term Loan B vesered into on May 14, 2009 for $500 million miatg on May 14, 2014. The loan
bears interest at an initial interest rate of LIB@IRs 3.25%, with a LIBOR floor of 2.00%. Term Lo@rnis repayable in equal quarterly
installments of $1.25 million beginning on June2BW9 with the balance due at the maturity date.cdsh proceeds of Term Loan C, net of
issuance costs and discount, were $478 millionvesre: used to pay down existing debts. Total comanitts of these facilities were $5 billion
at June 30, 2009. Debt outstanding on these fasilitggregated $3.4 billion at June 30, 2009, pingiexcess debt availability of $1.6 billic



We currently have fixed the interest rate lom majority of our outstanding debt. The anticipateerest payments, together with the
scheduled principal payments, due over the next geawithin the available capacity on our comndittacilities. Although we have adequate
liquidity to fund our operations and to meet oubtdgervice obligations over the next 12 monthsyweg seek to arrange new financing in the
current year in advance of the maturity of our dability in 2010.
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Term Loan B and Term Loan C are secured by B@Hssets, excluding assets held by its subsidiafierm Loan A, the revolving loan and
senior notes are unsecured. The debt facilitietamoovenants that require the respective borrewemeet certain financial ratios and place
restrictions on the payment of dividends, salesskts, additional borrowings, mergers, and purchafeapital stock, assets and investments.
We were in compliance with all debt covenants aduofe 30, 2009.

Uses of Cash

Our primary uses of cash include the creadiot acquisition of new content, commitments to ugiffiliates, and debt and related interest
payments.

Financing Activities

During the six months ended June 30, 20091 $8iflion of cash was used in financing activitescompared to $122 million used during
the similar period in 2008. Our primary use of cimtfinancing activities during 2009 was principalyments under our bank facilities and
senior notes totaling $833 million, of which $104limn were mandatory payments. This outflow wastip#ly offset by $478 million in net
cash proceeds from Term Loan C discussed abovéndtire six months ended June 30, 2008, our primaeyof cash for financing activities
was mandatory principal payments under our banktfas and senior notes totaling $187 million, whiwas partially offset by additional
borrowings of $92 million under our revolving creticility.

In 2009, we expect our uses of cash to becaqpately $ 1 billion for debt repayments, betw&230 million and $260 million for interest
expense, and $50 million to $60 million for capgapenditures. We will also be required to makenpayts for employee cash settled equity
awards. Amounts expensed and payable for caskdetuity awards are dependent on future calcastd fair value which are primarily
affected by changes in our stock price, chang#isemumber of awards outstanding, and changestplém.

On July 23, 2008, we formed a 50-50 joint veatwith Oprah Winfrey and Harpo, Inc. Pursuarnth®venture agreement, Discovery is
committed to loan up to $100 million to the ventthreough September 30, 2011 to fund operationgha¢h $18 million has been funded as of
June 30, 2009. We anticipate that a significantipoof the $100 million funding obligation will ear in 2009. We expect to recoup the entire
amount contributed in future periods provided thatjoint venture is profitable and has sufficifmtds to repay us.

Factors Affecting Sources of Liquidity

If we were to experience a significant decimeperating performance, or have to meet an ugipated need for additional liquidity beyond
our available commitments, there is no certaingt the would be able to access the needed liquidityile we have established relationships
with U.S. and international banks and investorsciitiontinue to participate in our various crediteggnents, the current tightening in the cr
markets may cause some lenders to have to redweithairaw their commitments if we were to seek égatiate a refinancing or an increase in
our total commitments. Covenants in existing dgjseaments may constrain our capacity for additideslt or there may be significant
increases in costs to refinance existing debt tesscadditional liquidity. As a public company, may have access to other sources of capital
such as the public bond and equity markets. Howessess to sufficient liquidity in these markstaiot assured given our substantial debt
outstanding and the continued volatility in the iggmarkets and further tightening in the creditrkss.

On June 17, 2009, we filed a Registratione®taint on Form S-3 (“shelf registration”) with thEGin which we registered securities,
including debt securities, common stock, and pretestock. While we are not required to issue seesiunder this shelf registration, we may
issue securities at a future date.

Our access to capital markets can be affdaddctors outside of our control. In addition, @asst to borrow is impacted by market
conditions and our financial performance as meathyecertain credit metrics defined in our credjte;ements, including interest coverage and
leverage ratios.

We expect to have sufficient cash flow froneigtions in 2009, combined with $339 million of leas hand at June 30, 2009, to meet
current year interest payments, remaining expezapdtal expenditures, and remaining mandatory gralecepayments of $197 million. In
addition, we have $1.6 billion of available cappah our existing revolving credit facility if owash flow from operations is less than
anticipated.
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We are compliant with all debt covenants aadehsufficient excess capacity to draw on existiagt commitments or incur additional debt
should we seek refinancing during 2009 in advariaipodebt facility maturing in October 2010. Wevhano indication that any of our lenders
would be unable to perform under the requiremehtipcredit agreements should we seek additianadihg. Although our leverage and
interest coverage covenants limit the total amadigebt we might incur relative to our operatingltdlow, we expect we would continue to
maintain compliance with our debt covenants wiB08b reduction in our current operating performance.

Capital expenditures of $102 million in 20@8luded the investment in building improvementsggicast equipment, computer
hardware/software, and office furniture/equipmémntiuding $35 million related to AMC, which was spaff in September 2008. Therefore,
capital expenditures of continuing operations i02Were $67 million. We expect capital expenditucebe between $50 million and $60
million during 2009.

We anticipate $296 million of our Term LoardAbt will mature in 2010 as will any remaining rinog debt. We expect to meet a
significant portion of the maturing debt obligatsotihrough cash flows from operations. We are atswiclering various options for refinancing
debt in both the public and private credit markBtaie are unable to access additional credit @réfdo not have the ability to refinance the
maturing debt, we could bridge a portion of our agmng 2010 cash needs by taking advantage ofdfiléyiin our cost structure and reducing
certain expenditures.

Contractual Obligations

We have agreements covering leases of sateglihsponders, facilities and equipment. Theseemgents expire at various dates through
2028. We are obligated to license programming uadezements with content suppliers that expire gaéous dates. We also have other
contractual commitments arising in the ordinaryrsewof business.

Off-Balance Sheet Arrangements

We have no material off-balance sheet arramgésnas defined in Item 303(a)(4) of Regulatiol, $hat have or are reasonably likely to
have a current or future effect on our financiatdition, changes in financial condition, revenuegsxpenses, results of operations, liquidity,
capital expenditures or capital resources.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of our financial statementsanformity with U.S. GAAP requires management ks estimates, judgments and
assumptions that affect the amounts reported itdhelensed consolidated financial statements at@hganying notes. On an ongoing basis,
we evaluate estimates, which are based on histexperience and on various other assumptions\elieeasonable under the circumstances.
The results of these evaluations form the basigia@king judgments about the carrying values oftassed liabilities and the reported amount
of expenses that are not readily apparent fromrathigrces. Actual results may differ from thesénestes under different assumptions. Critical
accounting policies impact the presentation offmancial condition and results of operations aegliire significant judgment and estimates.
An appreciation of our critical accounting policfesilitates an understanding of our financial tesstAmounts disclosed relate to Discovery
June 30, 2009 and 2008. Unless otherwise notedppked critical accounting policies and estimatethods consistently in all material
respects and for all periods presented. For fuitifermation regarding these critical accountindgigges and estimates, please see the Notes to
our condensed consolidated financial statements.

Revenues

We derive revenues from (i) distribution rewes from cable systems, satellite operators aret diltributors, (ii) advertising aired on our
networks and websites, and (iii) other, which rgédy e-commerce and educational sales.

Distribution

Distributors generally pay a per-subscriberffa the right to distribute our programming unttex terms of long-term distribution contracts
(“distribution revenues”). Distribution revenuegéported net of incentive costs or other consiitaraif any, offered to system operators in
exchange for long-term distribution contracts. Weognize distribution revenues over the term ofcth@racts based on contracted monthly
license fee provisions and reported subscribeldeetwork incentives have historically includgofront cash incentives referred to dasuhct
incentive” in connection with the launch of a netlwby the distributor within certain time framesnysuch amounts are capitalized as assets
upon launch of our programming by the distributod @are amortized on a straight-line basis as actemuof revenue over the terms of the
contracts. In instances where the distribution exguent is extended prior to the expiration of tHginal term, we evaluate the economics of the
extended term and, if it is determined that theedefl launch asset continues to benefit us ovesxttended term, then we will adjust the lau
amortization period accordingly. Other incentives @ecognized as a reduction of revenue as incurred

The amount of distribution revenues due tesugported by distributors based on actual subscievels. Such information is generally not
received until after the close of the reportingiger Therefore, reported distribution revenuesta®ed upon our estimates of the number of
subscribers receiving our programming for the mppths an adjustment for the prior month estim@er. subscriber estimates are based ol
most recent remittance or confirmation of subseslveceived from the distributor.
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Advertising

We record advertising revenues net of agenaynaissions and audience deficiency liabilitieshia period advertisingpots are broadcast.
substantial portion of the advertising sold in thated States includes guaranteed levels of audigmat either the program or the advertisel
will reach. Deferred revenue is recorded and adglias the guaranteed audience levels are achigudiénce guarantees are initially
developed by our internal research group and aetudience and delivery information is provided hiyd party ratings services. In certain
instances, the third party ratings informationas received until after the close of the reporfrggiod. In these cases, reported advertising
revenues and related deferred revenue are baseur @stimates for any under-delivery of contra@ddertising ratings based on the most
current data available from the third party ratisgsvice. Differences between the estimated undivedy and the actual under-delivery have
historically been insignificant. Online advertisirgyenues are recognized as impressions are dediver

Certain of our advertising arrangements inelddliverables in addition to commercial time, sashhe advertiser’s product integration into
the programming, customized vignettes, and billdsaThese contracts that include other deliveradnle®valuated as multiple element reve
arrangements under Emerging Issues Task Force F'EISsue No. 00-21Revenue Arrangements with Multiple Deliverables.

Other

Other revenues primarily consist of revenuemfour Commerce, Education, and CSS businessesm@rce revenues are recognized upon
product shipment, net of estimated returns, whiehnat material to our condensed consolidated @iristatements. Educational service sales
are generally recognized ratably over the ternhefdgreement. CSS services revenues are recogmiigdservices are performed. Revenues
from postproduction and certain distribution related sersiaee recognized when services are provided. Pnegatg received for services ta
performed at a later date are deferred.

Derivative Financial Instruments

FASB Statement No. 138¢ccounting for Derivative Instruments and Hedgirgivities, (“FAS 133"), requires every derivative instrument
to be recorded on the balance sheet at fair valugtlaer an asset or a liability. The statemertt edguires that changes in the fair value of
derivatives be recognized currently in earningessispecific hedge accounting criteria are metugéefinancial instruments designated as
cash flow hedges. The effective changes in fauealf derivatives designated as cash flow hedgeseaorded in accumulated other
comprehensive income (loss). Amounts are reclaskffom accumulated other comprehensive income)(las interest expense is recorded for
debt. We use the cumulative dollar offset methodsgess effectiveness. To be highly effectiverdtie calculated by dividing the cumulative
change in the value of the actual swap by the cativel change in the hypothetical swap must be tEivB9% and 125%. The ineffective
portion of a derivatives change in fair value is immediately recognizedamings. We use derivative instruments princyp@limanage the ris
associated with the movements of foreign currexchange rates and changes in interest rates thatffect the cash flows of our debt
transactions. Refer to Note 9 for additional infatian regarding derivative instruments held by md aur risk management strategies.

Content Rights

Costs incurred in the direct production, coearction or licensing of content rights are capitad and stated at the lower of unamortized
cost, fair value, or net realizable value. In ademice with Statement of Position (“SOP”) No. 0®2¢ounting by Producers or Distributors of
Films, we amortize our content assets based upon tieeofaturrent revenue to total estimated revenudti(hate revenue”). To determine this
ratio, we analyze historical and projected usagsifailar programming and apply such usage fadmprojected revenues by network adjus
for any future significant programming strategy mhes.

The result of this policy is an accelerated#imation pattern for the fully distributed U.Setworks segment (Discovery Channel, TLC,
Animal Planet) and Discovery Channel in the Intéoreal Networks segment over a period of no moaemtfour years. The accelerated
amortization pattern results in the amortizatiompproximately 40% to 50% of the program cost dythre first year. Topical or current events
programming is amortized over shorter periods basetthe nature of the programming and may be exggbnpon its initial airing. All other
networks in the U.S. Networks segment and InteonaliNetworks segment utilize up to five year ukkfe. For these networks, with
programming investment levels lower than the esthbt networks and higher reuse of programmingiggtt-line amortization is considered a
reasonable estimate of the use of content consisiinthe pace of earning ultimate revenue.

Ultimate revenue assessments include advegtesid affiliate revenue streams. Ancillary reversueonsidered immaterial to the assessr
Changes in managemesiissumptions, such as changes in expected ude sognificantly alter our estimates for amortizati Amortization i
approximately $172 million and $339 million for theee and six months ended June 30, 2009, resphctirhe unamortized programming
balance at June 30, 2009 is $1.3 billion.

If we expect to alter the planned use of progning because of a change in network strategyyrite it down to its net realizable value
based on adjusted ultimate revenues when we igehtfneed to alter the planned use. On a perlmaics, management evaluates the net
realizable value of content in conjunction with atnategic review of the business. Changes in
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management’s assumptions, such as changes in egpese, could significantly alter our estimatesWadte-offs. Consolidated content
impairment, including accelerated amortization eftain programs is approximately $17 million an® $2illion for the three and six months
ended June 30, 2009, respectively.

Expenses Arising from Long-Term Incentive Plans

Expenses arising from liability awards basedamg-term incentive plans are primarily relatectir unitbased LTIP for our employees w
meet certain eligibility criteria. Units were awedito eligible employees and vest at a rate of pB¥year. Prior to the Newhouse Transaction,
we accounted for the LTIP in accordance with FAS &8d EITF Issue No. 02-08ccounting for Options Granted to Employees in
Unrestricted, Publicly Traded Shares of an UnrethEntity, as the value of units in the LTIP was indexeth®value of DHC Series A
common stock. Upon redemption of the LTIP awardstigipants received a cash payment based on tigeadice between the market price of
DHC Series A common stock on the vesting date hadrtarket price on the date of grant. FollowingNiesvhouse Transaction, units remai
outstanding and were adjusted to track changdwindlue of our publicly traded stock. We accoontfiese cash settled stock appreciation
awards in accordance with FASB Statement No. 12fRare-Based PaymefiFAS 123R").

The value of units in the LTIP is calculatesing the Black-Scholes model each reporting pedod,the change in unit value of LTIP
awards outstanding is recorded as compensatiomsgp®/er the period outstanding. Compensation egyéncluding the change in fair value,
is attributed using the straiglite method during the vesting period. We use via@labf DHC common stock or our common stock, \adable
in our Black-Scholes models. However, if the terfinthe units is in excess of the period common stbek has been outstanding, we use a
combination of historical and implied volatility.ifflerent assumptions could result in different metrkaluations. However the most significant
factor in determining the unit value is the priéeor common stock.

Goodwill and Indefinite-lived Intangible Assets

On September 17, 2008, we were formed asudt @sDHC and Advance/Newhouse Programming Pastripr(“Advance/Newhouse”)
combining their respective interests in DCH andhaxging those interests with the Company (the “Nmvgle Transaction”). The Newhouse
Transaction provided, among other things, for thelgination of DHC's 66/ 3% interest with Advance/Newhouse’s 83; % interests in
DCH.

For financial reporting purposes, we are theeessor reporting entity to DHC. Because themmisffective change in ownership, in
accordance with ARB 51, paragraph 11, both DHCRG# have been consolidated in our financial statémas if the transaction had
occurred January 1, 2008. Our critical accountiolicies were adopted from DCH following the NewheUsansaction. For purposes of
analyzing DCI’s critical accounting policies, weepent associated 2008 financial information coestswith our financial statement
presentation and present associated 2007 finanfiamation consistent with the financial statemprasentation of DCH.

The majority of our goodwill balance is theu# of the Newhouse and Cox transactions in 20@B2907, respectively. As a result of the
Newhouse Transaction, we allocated $1.8 billiogaddwill previously allocated to DF's equity investment in DCH and $251 million of
goodwill for the basis differential between thergarg value of DHC’s and Advance/Newhouse’s investins in DCH to our reporting units.
The formation of DCH as part of the Cox Transactiequired “pushdown” accounting of each shareh&dmasis in DCH. The result was the
pushdown of $4.6 billion of additional goodwill pieusly recorded on the investors’ books to DCHoréipg units.

We performed our annual goodwill impairmerstitey in accordance with FASB Statement No. X3@odwill and Other Intangibles Assets
(“FAS 142" on November 30, 2008. Under the guidedi established by FASB Statement No. TB4closures about Segments of an
Enterprise and Related Informati(“FAS 131"), we have aggregated our operating segments intlibe/ing three reportable segments: U
Networks, International Networks, and Commerce,dation, and Other. However, the goodwill impairmanalysis, under the requirement:
FAS 142, is performed at the reporting unit leveteporting unit is the same as, or one level belawoperating segment as defined in FAS
131.
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The following table presents our goodwill radas, by reporting unit, as of December 31, 20@B2007. The December 31, 2008 goodwill
balances for each reportable segment agree toMwot¢éhe consolidated financial statements. Theebdxer 31, 2007 balances have been
included for comparative purposes and agree i tothe consolidated goodwill balance includedhie Rule 3-09 financial statements of the
significant subsidiary, DCH (in millions).

As of
December 31,
2008 2007
Discovery Channe $ 2,28¢ $ 1,501
TLC 1,551 1,06:
Animal Plane! 31zc 22¢
Other U.S. Network 1,421 1,26:
Total U.S. Network: 5,56¢ 4,062
U.K. 181 181
EMEA 69¢< 397
Latin America 23C 55
Asia Pacific 164 13C
Antenna Audic 5 6
Total International Network 1,27: 76¢
Commerce 22 21
Education 16 18
Creative Sound Servici 11 —
Total Commerce, Education, and Ot 49 39
Total Goodwill $ 6,891 $ 4,87(

We utilized a discounted cash flow (“DCHipdel and market approach to estimate the fairevafwour reporting units. The discounted c
flow model utilizes projected financial results fach reporting unit. The projected financial ressate created from critical assumptions and
estimates which are based on management’s bugifessand historical trends. The market approaétsren data from publicly traded
guideline companies. Determining fair value reguitee exercise of significant judgments, includimdgments about appropriate discount
rates, perpetual growth rates, the amount and giroirexpected future cash flows, and relevant caaiga company earnings multiples.

A summary of the critical assumptions utiliZed our annual impairment tests in 2008 and 20@7oatlined below. We believe this
information coupled with our sensitivity analysinsidering reporting units whose fair value woutd exceed carrying value following a
hypothetical reduction in fair value of 10% and 2p#évide relevant information to understand ourdyeidl impairment testing and evaluate
our goodwill balances.

During 2008, there were no significant charnigesur reporting units. However, as a result & Newhouse Transaction we allocated
$2.0 billion of goodwill to our reporting units. Fthe annual goodwill impairment test performed\mvember 30, 2008, we did not
significantly change the methodology from 2007 ¢ébedmine the fair value of our reporting units. Do¢he decline in the global economic
environment, we made changes to certain of thengssons utilized in the discounted cash flow mo@el2008 compared with the prior year.
For instance, generally we increased discount eatdsassumed lower growth rates in our 2008 digeaucash flow calculations. Our assumed
growth rates in 2008 were also lower than histbgeawth rates. The following is a summary analydishe significant assumptions used in
DCF model, as well as a sensitivity analysis onitfygact of changes in certain assumptions to oarallconclusion concerning impairment of
our goodwill balances.

Discount rate The discount rate represents the expected retugapital. Each of the U.S. Networks’ reportingtsigenerally used a
discount rate of 12% for 2008, which representsarease from a rate of 11% utilized in 2007. Tiednational Networks’ reporting units’
discount rates were a weighted average of 16% a#igftor the years 2008 and 2007, respectively. Bor@maining reporting units, discount
rates were a weighted average of 15% for the Y2208 and 2007. We used the average interest rat@0fyear government security over a
one year period to determine the risk free ratuinweighted average cost of capital calculatidre @ifference between our discount rate and
the risk free rate was 8% and 7% in 2008 and 2@&pectively.

Growth assumption®rojected annual growth is primarily driven by assd advertising sales and cable subscriber treffisist by
expected expenses. Other considerations includiericesl performance and anticipated economic camaktfor the current period and long
term.

We use a five year period of assumed cashsflovassess shagrm company net free cash flow for our DCF caltiola We assumed low
overall net free cash flow growth due to currenthketiconditions accompanied by a modest recove@pitD. The projected revenue growth
the U.S. Networks’ reporting units was a weightedrage of 5% for the 2008 DCF calculation, compavéd 8% in 2007. U.S. Networks
experienced actual revenue growth of 10% in 20@B22107, when adjusted for the spin-off of the Tt&eannel. The projected expense
growth for the U.S. Networks’ reporting units wasi@ighted average of 5% in 2008, compared with 8%007. The projected revenue growth
for the International Networks’ reporting units wasveighted average of 7% for the 2008 DCF calmiatompared with 11% in 2007.
International Networks experienced actual revemogvth of 12% and 13% in 2008 and 2007, respectivithe projected expense growth for
the International Networkseporting units was a weighted average of 6% irB2@0mpared with 7% in 2007. The projected revegrogvth fol
our other reporting units was a weighted averagéofor the 2008 DCF calculation, compared with iB%2007. Other reporting units
experienced an actual revenue decline of 19% ardcagase of 39% in 2008 and 2007, respectivelg. fAiktorical revenue decline for ¢



other reporting units in 2008 is not relevant duerte time items and the closure of retail stonaté third quarter of 2007. The projected
expense decline for other reporting units was 14008, compared with increases of 4% in 2007.

We used a weighted average terminal value troate of 4% and 5% for the U.S. Networks’ repuagtunits in our 2008 and 2007 DCF
calculations, respectively. We used a weightedagesterminal value growth rate of 5% and 6% forlthiernational Networks’
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reporting units in our 2008 and 2007 DCF calculaiaespectively. We used a weighted average tefmalue growth rate of 7% and 5% for
our other reporting units in our 2008 and 2007 @kulations, respectively. The terminal valuesduseour DCF model are calculated using
the dividend discount model. As a result, the teahvalues used for our reporting units are a fonodf their respective discount rates and
terminal value growth rates.

Market approach assumptiand/e used both an Earnings Before Interest Deptieniand Amortization (“EBITDA”) and price per
subscriber multiples to estimate fair value usingaaket approach. The U.S. Networks’ reportingsir#BITDA multiples ranged from 12 to 6
and from 14 to 4 for 2008 and 2007, respectivehe Thternational Networks’ reporting units’ EBITDAultiples ranged from 15 to 6 and from
18 to 12 for 2008 and 2007, respectively.

The U.S. Networks’ reporting units made up 7&8d 79% of the fair value of our Company in 2008 2007, respectively. At the date of
impairment testing, the carrying value of our LIN®tworks’ reporting units made up 77% of the camgyvalue of net assets allocated for
purposes of goodwill impairment testing in 2008 2007. The International Networks’ reporting umitade up 23% and 20% of the fair value
of our Company in 2008 and 2007, respectively. ddmeying value of the International Networks’ refirog units made up 22% and 23% of the
carrying value of net assets allocated for purpo$e®odwill impairment testing in 2008 and 2008spectively. The fair value of our other
reporting units made up 2% and 1% of the fair valfieur Company in 2008 and 2007, respectively. ddmeying value of our other reporting
units made up 1% of the carrying value of net asalidcated for purposes of goodwill impairmentitesin 2008 and 2007, respectively.

Sensitivity Analysis In order to analyze the sensitivity our assumpibave on our overall impairment assessment, tegrdimed the
impact that a hypothetical 10% and 20% reductiofaiinvalue would have on our conclusions.

. There were no reporting units for which a 10%lidedn fair value would result in the reportingit carrying value to be in excess
of its fair value.

. The fair values of the U.K. and the Other U.S. N@t® reporting units do not exceed their carryiafues by 20%. A hypothetic
20% reduction in fair value of these reporting simésults in carrying values in excess of fair eddy 9% and 4%, respectively. The
goodwill balance attributable to these two repartimits is $1.6 billion in 2008. A 100 basis pathiange in the discount rate used
for these two reporting units’ results in a weighéeverage 8% decline or 11% rise in fair value.0%%asis point change in lorgemr
growth rates used for these two reporting unitalte$n a weighted average 4% decline or rise invialue.

Reductions of 36% and 34% in the fair valuewf largest reporting units (in terms of fair v@luDiscovery and TLC, respectively, would
result in their carrying values exceeding their falues. Given the reductions required and theraptions used in our fair value modeling at
the time of our impairment review, there did nopear to be any likely changes or trigger eventswlmald indicate an impairment of these
reporting units.

If changes in the fair value of our reportingts caused the carrying value of a reporting tméxceed its fair value, the second step of the
goodwill impairment test would be required to befpened to determine the ultimate amount of impantioss to record.

During 2009, we deconsolidated Discovery Kads reevaluated the fair value of the Other U.SwidEks reporting unit. As a result, the
Company allocated $437 million of goodwill assignediscovery Kids based on the relative fair valoéthe network and the portion of the
Other U.S. Networks reporting unit that has be¢aimed. The Company used the purchase considematimded by Hasbro to determine the
fair value of Discovery Kids. The significant assations used in the DCF models to determine thevigine of the other components of the
U.S. Networks reporting unit were generally comsistwith those used during year-end 2008, excegptttie expected cash flows of certain
components declined causing long-term growth ratéscrease slightly. The market approach relieghalic information and involves the
exercise of judgment in identifying the relevaninparable company market multiples. The Companyipligltl certain financial measures of
the Other U.S. Networks reporting unit by the markeltiples identified in determining the estimafaé value. A reduction in market
multiples and decline in cash flow projections d¢ertain components of the business indicated aaimmgnt of long lived assets of $20 milli
included in the long-lived assets discussion beDaspite the reduced fair value of certain comptmefithe Other U.S. Networks reporting
unit, the fair value of the reporting unit exce@dsarrying amount, and the goodwill of the repaytunit is not impaired.

The deconsolidation of Discovery Kids and dexin the value of certain asset groups, resnlegs¢hange in the results of a hypothetical
20% reduction in the fair value compared with ounzal assessment. A hypothetical 20% reductioaimvilue of the Other U.S. Networks
reporting unit would result in carrying value exdiw fair value by 1%.

We will perform our annual impairment testiofggoodwill as of November 30, 2009, unless thera iriggering event, which would require
the performance of impairment testing before ounuahimpairment testing date. We monitor our aptitéd operating performance to ensure
that no event has occurred requiring goodwill impaint testing. As part of our annual impairmentitgsor any interim impairment test
deemed necessary, we will evaluate whether oungssans and methodologies require changes as i aésbe current global economic
environment.

57




The determination of recoverability of goodwihd indefinite lived intangibles requires sigo#nt judgment and estimates regarding future
cash flows, fair values and the appropriate grogipinassets. Such estimates are subject to chambeoald result in impairment losses being
recognized in the future. If different reportingitsnasset groupings, or different valuation metilogies had been used, the impairment test
results could have differed.

Long-lived Assets

Long-lived assets (e.g., amortizing trademackistomer lists, other intangibles and propergnipand equipment) do not require that an
annual impairment test be performed; instead, loregt assets are tested for impairment upon theroence of a triggering event. Triggering
events include the likely (i.e., more likely thaothdisposal of a portion of such assets or theiweace of an adverse change in the market
involving the business employing the related as€atse a triggering event has occurred, the impaitrtest employed is based on whether the
intent is to hold the asset for continued use drdid the asset for sale. If the intent is to hblel asset for continued use, the impairment test
first requires a comparison of undiscounted futtash flows against the carrying value of the asktte carrying value of the asset exceed:
undiscounted cash flows, the asset would be de¢onleel impaired. Impairment would then be measussttha difference between the fair
value of the asset and its carrying value. Faineds generally determined by discounting the fitash flows associated with that asset. If the
intent is to hold the asset for sale and certdiemotriteria are met (e.g., the asset can be dispbolcurrently, appropriate levels of authority
have approved the sale, and there is an activegorotp locate a buyer), the impairment test inveleemparing the asset’s carrying value to its
fair value. To the extent the carrying value isagiee than the asset’s fair value, an impairmert issecognized for the difference.

Significant judgments in this area involveatatining whether a triggering event has occurretgrmnining the future cash flows for the
assets involved and determining the proper discratatto be applied in determining fair value.

During the three and six months ended Jun2@9, we recorded long-lived asset impairment26f million primarily related to our
HowsStuffWorks.com business, a component of therdth8. Networks reporting unit, due to declinegxpected operating performance.

The determination of recoverability of longdd assets requires significant judgment and ettgnmagarding future cash flows, fair values,
and the appropriate grouping of assets. Such estinaaie subject to change and could result in imp@it losses being recognized in the fut
If different reporting units, asset groupings, dfedent valuation methodologies had been usedintipairment test results could have differed.

Redeemable Interests in Subsidiaries

For those instruments with an estimated rediempalue, redeemable interests in subsidiariesaacreted or amortized to an estimated
redemption value ratably over the period to theenagtion date. Accretion and amortization are reedrals a component bfet loss (income)
attributable to non-controlling interestsn the Condensed Consolidated Statements of Opesati

Income Taxes

Income taxes are recorded using the assdiahility method of accounting for income taxes.f@eed income taxes reflect the net tax el
of temporary differences between the carrying aneahassets and liabilities for financial repagtipurposes and the amounts used for income
tax purposes. A valuation allowance is provideddeferred tax assets if it is more likely than sith assets will be unrealized.

Recently Issued Accounting and Reporting Pronounceents
Accounting and Reporting Pronouncements Adopted

Subsequent Events

In May 2009, the FASB issued Statement No, Séfhsequent Event$-AS 165”), which establishes general standardacobunting for
and disclosure of events that occur after the lsalaheet date but before financial statementsaved or are available to be issued. FAS 165
requires disclosure of the date through which aityelmas evaluated subsequent events, which fig thee date the financial statements were
issued. Effective June 30, 2009, we adopted theigioms of FAS 165, which are being applied prosipety. The adoption of FAS 165 did not
have a material impact on our consolidated findrat&tements. The relevant disclosures requireBA®y 165 are included in Note 1.

Interim Disclosures about Fair Value of Financi@ttuments

In April 2009, the FASB issued FASB Staff Rmsi (“FSP”) No. FAS 107-1 and APB 28-hterim Disclosures about Fair Value of
Financial Instrument:(“FSP FAS 107-1 and APB 28-1"). This FSP amends BAfatement No. 10Disclosures about Fair Value of
Financial Instrument, and Accounting Principles Board (“APB”) OpinioroN28, Interim Financial Reportingto require disclosures about
fair value of financial instruments in interim fimgial statements in addition to annual financiatesnents. Effective June 30, 2009, we adopted
the interim disclosure requirements of FSP No. 1@hd APB 28-1, which are being applied
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prospectively. The adoption of FSP 107-1 and APB. 2id not have a material impact on our consoiddinancial statements. The relevant
disclosures required by FSP 107-1 and APB 28-1nataded in various notes to our consolidated faialnstatements.

Determining Whether Instruments Granted in StBaieed Payment Transactions Are Participating SBesiri

In June 2008, the FASB issued FSP Emergingeks3ask Force (“EITF”) Issue No. 03-6Hetermining Whether Instruments Granted in
Share-Based Payment Transactions Are Participafaguritie“FSP EITF 03-6-1"). The provisions of FSP EITF 63 became effective for
us on January 1, 2009. This FSP provides that#dtanding unvested share-based payment awardsathiatin rights to non-forfeitable
dividends or dividend equivalents (whether paidimpaid) are considered participating securitiegaBse such awards are considered
participating securities, the issuing entity isuiegd to apply the two-class method of computingiband diluted earnings per share
retrospectively to all prior-period earnings pearghcomputations. The adoption of FSP EITF (Beid not impact our computation of earni
per share for the periods presented.

Determination of the Useful Life of Intangible Asse

In April 2008, the FASB issued FSP No. 1428termination of the Useful Life of Intangible AtsgeFSP 142-3"), which amends the
factors that should be considered in developingweh or extension assumptions used to determinadétil life of a recognized intangible
asset pursuant to FASB Statement No. Bidydwill and Other Intangible Asset$AS 142"). Effective January 1, 2009, we adoptieel
provisions of FSP 142-3, which are being appliezspectively to intangible assets acquired on osegbent to the effective date. Our policy is
to expense costs incurred to contractually reneextend the terms of its intangible assets. Thetolo of FSP 142-3 did not impact our
consolidated financial statements.

Disclosures about Derivative Investments and Hegldictivities

In March 2008, the FASB issued Statement Nd, Disclosures about Derivative Instruments and Heddhetivities, an Amendment of
FASB Statement No. L.(“FAS 161"), which amends and expands the disclseaquirements of FASB Statement No. 188counting for
Derivative Instruments and Hedging Activit(“FAS 133"), to include information about how andhyvan entity uses derivative instruments;
how derivative instruments and related hedged it@rasaccounted for under FAS 133 and its relatetpretations; and how derivative
instruments and related hedged items affect aty&ntinancial position, financial performance, acakh flows. We adopted the provisions of
FAS 161 effective January 1, 2009, which are baimglied prospectively. The adoption of FAS 161 mtd have a material impact on our
consolidated financial statements. The relevardiassires required by FAS 161 are included in Note 9

Non-controlling Interests

In December 2007, the FASB issued FAS 160¢kvbistablishes accounting and reporting standardté non-controlling interest in a
subsidiary, commonly referred to as minority instrdmong other matters, FAS 160 requires that camtrolling interests be reported within
the equity section of the balance sheet and tladtmounts of consolidated net income or loss andatmlated comprehensive income or loss
attributable to the parent company and the nonrobiiniy interests are clearly presented separatelge consolidated financial statements.
Also, pursuant to FAS 160, where appropriate, losg# be allocated to non-controlling interesteewvhen that allocation may result in a
deficit balance. Effective January 1, 2009, we &edphe provisions of FAS 160, which are being igopprospectively, except for the
presentation and disclosure requirements, whiclbeirey applied retrospectively to all periods preed. Upon adoption of FAS 160, non-
controlling interests of $25 million as of DecemB&r 2008 have been reclassified fr@iner noncurrent liabilitieso Equity attributable to
non-controlling interesti the equity section of the Condensed ConsolidB@dnce Sheets. Additionally, $39 million and $@dlion
previously recorded addinority interests, net of tafor the three and six months ended June 30, 209®&en reclassified fdet income
attributable to non-controlling interesend excluded from the captiddet incomen the Condensed Consolidated Statements of Opagati
The computation of earnings per share for all ppieniods is not impacted.

Business Combinations

In December 2007, the FASB issued StatemenflKb(R),Business Combinatiof§AS 141R"),which requires, among other matters,
companies expense business acquisition transamiiis; record an asset for in-process researchearelopment; record at fair value amounts
for contingencies, including contingent considenatias of the purchase date with subsequent acddussmecognized in operating results;
recognize decreases in valuation allowances oni@chdeferred tax assets in operating results, lware considered to be subsequent changes
in consideration and are recorded as decrease®uwgll; and measure at fair value any naontrolling interest in the acquired entity. Effee
January 1, 2009, we adopted the provisions of FARR] which are being applied prospectively to nessitiess combinations consummated on
or subsequent to the effective date. While FAS 14pRlies to new business acquisitions consummater subsequent to the effective date,
the amendments to FASB Statement No. 2a@ounting for Income Tax€4AS 109”), with respect to deferred tax valuatmiowances and
liabilities for income tax uncertainties, applieschanges in deferred tax valuation allowancediabdities for income tax uncertainties
recognized in prior business acquisitions. In ApAD9, the FASB issued FSP 141(RAtcounting for Assets Acquired and Liabilities
Assumed in a Business Combination That Arise frontiG@gencies(“FSP 141R-1"), which amends and clarifies the actimg, recording and
measurement of certain contingent assets acquirgdiabilities assumed in a business combinatidre frovisions of FSP 141R-1
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were effective immediately and required to be aggplietrospectively to business combinations thetniwed on or after January 1, 2009. The
adoption of FAS 141R and FSP 141Reffective January 1, 2009, did not impact oursadidated financial statements. Generally, thediohp!
FAS 141R will depend on future acquisitions.

Accounting for Collaborative Arrangements

In December 2007, the EITF issued EITF IssaeN-1,Accounting for Collaborative Arrangemerft&ITF 07-1"). EITF 07-1 defines
collaborative arrangements and establishes acemuatid reporting requirements for transactions eetwparticipants in the arrangement and
third parties. A collaborative arrangement is dediras a contractual arrangement that involvesna gmierating activity, such as an agreeme
co-produce and distribute programming with anothedia company. Effective January 1, 2009, we adojbte provisions of EITF 0Z; which
are being applied retrospectively to all periodssented for all collaborative arrangements asegffective date. The adoption of EITF 07-1
did not have a material impact on our consolidéitremhcial statements. The relevant disclosuresiredy EITF 07-1 are included in Note 6.

Fair Value Measurements

In September 2006, the FASB issued StatementLbl7,Fair Value Measurement$FAS 157”), which establishes the authoritative
definition of fair value, sets out a framework foeasuring fair value, and expands the requiredadisces about fair value measurement. The
provisions of FAS 157 related to financial asseis iabilities as well as nonfinancial assets aablilities carried at fair value on a recurring
basis were adopted prospectively on January 1, 286&lid not have a material impact on our conatdid financial statements. In
February 2008, the FASB issued FSP No. 15Ff&ctive Date of FASB Statement No. (58P 157-2"), which delayed the effective date of
FAS 157 for non-recurring measurements of non-fiferassets and liabilities to fiscal years begigrafter November 15, 2008 and interim
periods within those fiscal years. Effective Jagugr2009, we adopted the provisions of FAS 15dteel to non-financial assets and liabilities
measured at fair value on a non-recurring basig;wére being applied prospectively. The adoptibRAS 157 for non-recurring
measurements of non-financial assets and lialsildid not have a material impact on our consoliifiteancial statements. The relevant
disclosures required by FAS 157 are included ineNot

Accounting and Reporting Pronouncements Not Yet Adopted
Consolidation of Variable Interest Entities

In June 2009, the FASB issued Statement No. A®iendments to FASB Interpretation No. 46((RAS 167"), which amends certain
requirements of FIN 46R. Among other matters, FA3 fequires a qualitative rather than a quantitagimalysis to determine the primary
beneficiary of a VIE; amends FIN 46R’s considenatid related party relationships in the determmratf the primary beneficiary of a VIE by
providing, among other things, an exception witkpet to de facto agency relationships in certmoumstances; amends certain guidance in
FIN 46R for determining whether an entity is a Wihich may change an entity’s assessment of whititiess with which it is involved are
VIESs; requires continuous assessments of whethentity is the primary beneficiary of a VIE; andjuéres enhanced disclosures about an
entity’s involvement with a VIE. In general, thesdiosure requirements are consistent with the pravé of FSP No. FAS 140-4 and FIN 46
(R)-8, Disclosures by Public Entities (Enterprises) ab@ransfers of Financial Assets and Interests in &ale Interest EntitiesThe
provisions of FAS 167 will be effective for us candiary 1, 2010, and will be applied retrospectivelgll periods presented. We are currently
evaluating the impact that the provisions of FAS @6l have on our consolidated financial statersent
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ITEM 3. Quantitative and Qualitative Disclosures about Marlet Risk.

Our earnings and cash flows are exposed t&ehask and can be affected by, among other thiagsnomic conditions, interest rate
changes, foreign currency fluctuations, and changdse market values of investments. We have éstea policies, procedures and internal
processes governing our management of marketaisttgshe use of financial instruments to manageegposure to such risks. We use
derivative financial instruments to modify our espee to market risks from changes in interest ratesforeign exchange rates. We do not
or enter into financial instruments for speculatirgaing purposes.

Interest Rates

The nature and amount of our long-term debteapected to vary as a result of future requirémenarket conditions and other factors. Our
interest expense is exposed to movements in shiontinterest rates. Of our $3.4 billion of debt,3billion was floating rate debt at June 30,
2009. Derivative instruments, including variabldii@d and fixed to variable interest rate instrunise are used to modify this exposure. The
variable to fixed interest rate instruments had#@omal amount of $2.3 billion and had a weightedrage interest rate of 4.68% at both June
30, 2009 and December 31, 2008. The fixed to vhriglterest rate agreements had a notional amdui®million and had a weighted
average interest rate of 5.82% and 7.90% at Jun20®® and December 31, 2008, respectively. Asiné B0, 2009, we have a notional
amount of $860 million of forward starting varialiefixed interest rate swaps, of which a noticaralount of $560 million will become
effective in December 2009 and a notional amoui®380 million will become effective in June 201MeTfair value of our interest rate
derivative contracts, adjusted for our credit @skl our counterparties’ credit risk, aggregate i®on and $106 million at June 30, 2009 and
December 31, 2008, respectively.

Of the total notional amount of $3.2 billiaminterest rate derivatives, $2.3 billion of thelsgivative instruments are highly effective cash
flow hedges. The fair value of these hedges irsa fmsition at June 30, 2009 and December 31, @a68827 million and $70 million,
respectively, with changes in the mark-to-markdt@aecorded as a component@ther comprehensive income (loss), net of taX¥e do not
expect material hedge ineffectiveness in the neahte months. As of June 30, 2009, a parallel shifhe interest rate yield curve equal to one
percentage point would change the fair value ofiot@rest rate derivative portfolio by approximgt&48 million. In addition, a change of one
percentage point in interest rates on variabledal# would impact interest expense by approxirga8Imillion on an annual basis.

We continually monitor our positions with, ati credit quality of, the financial institutiotigat are counterparties to our derivative
instruments and do not anticipate nonperformancéaéyounterparties. In addition, we limit the amibof investment credit exposure with any
one institution.

Refer to Note 9 to the accompanying condersedolidated financial statements for addition&drimation regarding our interest rate
derivative instruments.

Foreign Currency Exchange Rates

We continually monitor our economic exposurehanges in foreign currency exchange rates arydemigr into foreign exchange
agreements when appropriate. Substantially alloffareign transactions are denominated in foreigmencies, including the liabilities of our
foreign subsidiaries. The majority of our foreigirency exposure is to the British pound and theoEAlthough our foreign transactions are
not generally subject to significant foreign excgpartransaction gains or losses, the financial statés of our foreign subsidiaries are transl
into U.S. dollars as part of our consolidated firciahreporting. As a result, fluctuations in exchamates affect our financial position and re:
of operations.

Our objective in managing exposure to foraigrrency fluctuations is to reduce volatility ofreimgs and cash flows. Accordingly, we may
enter into foreign currency derivative instrumethist change in value as foreign exchange ratesgehat June 30, 2009 and December 31,
2008, the notional amount of foreign exchange deitre contracts was $3 million and $75 million,pestively. These derivative instruments
did not receive hedge accounting treatment. Thevfdue of these derivative instruments aggregatésss than $1 million and $5 million at
June 30, 2009 and December 31, 2008, respectikslpf June 30, 2009, an estimated 10% adverse mavieimexchange rates against the
U.S. dollar would decrease the fair value of outfpbio by less than $1 million.

Refer to Note 9 to the accompanying condersedolidated financial statements for addition&imation regarding our foreign currency
derivative instruments.

Market Values of Investments

We are exposed to market risk as it relateh#mges in the market value of our investmentsinest directly and indirectly through
mutual funds in equity instruments of public antvate companies. These securities are subjecgtifisiant fluctuations in fair market value
due to the volatility of the stock market and thdtistries in which the companies operate. Durieglinee months ended June 30, 2009, we
sold a common stock investment, which resultedpnegax gain of $13 million. Our remaining investrteat June 30, 2009 had a fair value of
$30 million which is recorded as a componen®Otifier current assetsn the Condensed Consolidated Balance Sheets. Amef30, 2009, a
10% decline in the fair value of these investmewtsld reduce the fair value of these investmen®2{® million.
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ITEM 4. Controls and Procedures.

Disclosure Controls and Procedures

The Company’s management, with the partiogwetif our Chief Executive Officer and Chief FinaaddDfficer, evaluated the effectiveness
of our disclosure controls and procedures as oéttteof the period covered by this quarterly repbine term “disclosure controls and
procedures,” as defined in Rules 13a-15(e) and1Bfd) under the Exchange Act of 1934, as amendied'Exchange Act”), means controls
and other procedures of a company that are designersure that information required to be disadsg a company in the reports that it files
or submits under the Exchange Act is recorded,gs®ed, summarized and reported, within the timegespecified in the SEC’s rules and
forms. Disclosure controls and procedures inclwdhout limitation, controls and procedures desigjteensure that information required tc
disclosed by a company in the reports that it fdlesubmits under the Exchange Act is accumulatedcammunicated to the company’s
management, including its principal executive aridgipal financial officers, as appropriate to alltimely decisions regarding required
disclosure. Management recognizes that any cordradgprocedures, no matter how well designed apdabgd, can provide only reasonable
assurance of achieving their objectives and managemecessarily applies its judgment in evaluatiiregcost-benefit relationship of possible
controls and procedures. Based on the evaluationoflisclosure controls and procedures as oftdeoéthe period covered by this quarterly
report, our Chief Executive Officer and Chief Fin& Officer concluded that, as of such date, ascldsure controls and procedures were
effective.

Changes in Internal Control over Financial Reportirng

There have been no changes to the Compartgisal control over financial reporting, as suatmtés defined in Rules 13a-15(f) and 15d-15
(H under the Exchange Act, during the quarter entime 30, 2009, that have materially affectedrereasonably likely to materially affect,
the Company'’s internal control over financial refpa.

As of December 31, 2009, the Company is reguio comply with the management certification aoditor attestation requirements of
Section 404 of the Sarbanes-Oxley Act of 2002htnibhterim, the Company is required to performabheumentation, evaluation and testing
required to make these assessments.
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PART Il. OTHER INFORMATION

ITEM 1. Legal Proceedings

We experience routine litigation in the norroalirse of our business. We believe that noneep#nding litigation will have a material
adverse effect on our consolidated financial coowljtfuture results of operations, or liquidity.
ITEM 1A. Risk Factors.

There have been no material changes to dufators from those disclosed in PART I., ITEM 1Risk Factors in our Annual Report on
Form 10-K for the year ended December 31, 2008 filéh the United States Securities and Exchanger@ission (“SEC”) on February 26,
2009, as revised by the Current Report on Formfiiel with the SEC on June 16, 2009.

ITEM 2. Unregistered Sales of Equity Securities and Use Bfoceeds

None.

ITEM 3. Defaults Upon Senior Securities

None.

ITEM 4. Submission of Matters to a Vote of Security Holders
The following information reflects voting adties for Discovery’s Annual Meeting of Stockhotdéneld on May 11, 2009.
Proposal 1: Election of the following to the Company’s BoarfiDirectors:

Class | Common Stock Directors with terms drpiat the Annual Meeting of Stockholders to bilhe 2012, elected by the holders of our
Series A and Series B common stock:

Votes For Votes Withheld
Robert R. Becl 143,543,05 42,099,11
J. David Wargc 134,913,13 50,729,02

The terms of office of Paul A. Gould, M. LaVBpbison, John S. Hendricks, John C. Malone, RdReBennett and David M. Zaslav
continued following the meeting. Messrs. Gould, Roh and Hendricks serve as Class Il directord) teitms expiring at the Annual Meeting
of Stockholders to be held in 2010 and Messrs. Wal8ennett and Zaslav serve as Class Il directdth terms expiring at the Annual
Meeting of Stockholders to be held in 2011.

Broker non-votes had no effect on voting fo election of directors, and abstentions and umet! proxies have been treated as votes
withheld.

Preferred Stock Directors with terms of offexgiring at the Annual Meeting of Stockholderd#hold in 2010, elected by holders of our
Series A preferred stock:

Votes For Votes Withheld
Robert J. Miror 71,107,31 0
Steven A. Miror 71,107,31 0
Lawrence S. Krame 71,107,31 0

Proposal 2: To consider and vote upon a proposal to ratié/gblection of PricewaterhouseCoopers LLP as D&go@ommunications,
Inc.’s independent auditors for the fiscal yearisgdecember 31, 2009.

Votes For Votes Against Abstain
256,177,85( 558,274 13,355

ITEM 5. Other Information.

None.
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ITEM 6. Exhibits.

Exhibit No.
10.1

10.2

10.3

311

31.2

32.1

32.2

101.INS

101.SCH

101.CAL

101.LAB

101.PRE

101.DEF

Description
Form of Restricted Stock Unit Grant Agreem

Amendment No. 1 dated May 14, 2009 to the Credi#dde and Security Agreement dated May 14, 2000na
Discovery Communications, LLC, as Borrower, BankAafierica, N.A., as Administrative Agent and theders
that are party there!

Credit Agreement Supplement No. 1 dated May 1492@Mhong Discovery Communications, LLC, as Borrqwer
Bank of America, N.A., as Administrative Agent ahé lenders that are party ther

Certification of Chief Executive Officer PursuantRule 13a-14(a) and Rule 15d-14(a) of the Seesriixchange
Act of 1934, as Amended, as Adopted Pursuant ttidde802 of the Sarban-Oxley Act of 200z

Certification of Chief Financial Officer PursuantRule 13a-14(a) and Rule 15d-14(a) of the Seesriixchange
Act of 1934, as Amended, as Adopted Pursuant ttidde802 of the Sarban-Oxley Act of 200z

Certification of Chief Executive Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuantd¢td®e906 ol
the Sarban¢«Oxley Act of 2002

Certification of Chief Financial Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuantd¢td®e906 of
the Sarban«Oxley Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docutr
XBRL Taxonomy Extension Label Linkbase Docum
XBRL Taxonomy Extension Presentation Linkbase Doent

XBRL Taxonomy Extension Definition Linkbase Docunh
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SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the Registrant has duly edulis report to be signed on its behalf by
the undersigned thereunto duly authorized.

DISCOVERY COMMUNICATIONS, INC.
(Registrant)

Date: August 4, 200¢ By: /s/ David M. Zaslav
David M. Zaslav
President and Chief Executive Offic

Date: August 4, 2009 By: /s/ Bradley E. Singer
Bradley E. Singet
Senior Executive Vice President and Ct
Financial Officer
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EXHIBIT 10.1

EmPLOYEE RSU ForRM
<Participant Full Name>
Dear<Participant First Name>

Congratulations, you have been awarded a restrattek unit (“RSU ) in recognition of your contributions to the sess of Discovery
Communications, Inc. (theCompany ). A restricted stock unit entitles you to recewapecific number of shares of the Company’s Séie
common stock at a future date, assuming that yasfisaonditions of the Plan and the implementiggezment. We would like you to have an
opportunity to share in the continued success@flbmpany through this RSU under the Discovery Caniaations, Inc. 2005 Incentive Plan
(As Amended and Restated) (thBlan ”). The following represents a brief description of ygtant. Additional details regarding your RSU
provided in the attached Restricted Stock Unit &grent (the “Grant Agreement”) and in the Plan.ddigion, if you are located in a country
other than the United States, you will receivergerational Addendum with your first award undes Plan that you must sign and return to
the Company. If you are subject to this requiremtina International Addendum is enclosed.

RSU Grant Summary:

Date of Grant <Grant Date>
RSU Shares <Number of Shares Granted>
Vesting Schedule <Insert Vesting Schedule— example: 33% on the Second Anniversary of th

Date of Grant, 33% on the Third Anniversary, and 3446 on the Fourth
Anniversary>

Vesting Date(s) [Dates and Any Performance Conditions

* You have been granted an RSU for sha" Shares”) of Discovery Communications, Inc. Series A Commuawck for the number of Shat
specified unde*RSU Share” in the chart

» The potential value of your RSU increases ifghiee of the Company’s stock increases, but yoo h#s/e to continue to provide services for
the Company (except as the Grant Agreement provtdezctually receive such value. Of course, tHaevaf the stock may go up and down
over time.

* You will not receive the Shares represented byRBU until the RSU vests. Your RSU vests as psalid the chart above under “Vesting,”
assuming you remain an employee or become and meardirector of the Company and subject to the s$émthe Grant Agreement and any
rounding that is required to deliver whole sha

» Once you have received the Shares, you will dvenShares and may decide whether to hold the Sisléthe Shares or give the Shares to
someone as a gil

* Your ability to receive Shares under the RSU isditiomed upon compliance with any local laws thapls to you.

You can access the PEP page on the portal for @sdatd information, emaepquestions@discovery.com , or call
the Compensation Hotline a#0-662-3493 with any questions.
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DiscovERY COMMUNICATIONS , INC.
RESTRICTED Stock UNIT GRANT AGREEMENT FOR EMPLOYEES

Discovery Communications, Inc. (th€bmpany ") has granted you a restricted stock unit (tfRSU ) under the Discovery
Communications, Inc. 2005 Incentive Plan (As Amehded Restated) (thePlan ”). The RSU lets you receive a specified numbeeg (tRSU
Shares™) of shares (“Shares ) of the Company’s Series A common stock uponsatition of the conditions to receipt.

The individualized communication you receidte “ Cover Letter ") provides the details for your RSU. It specifitae number of RSU
Shares, the Date of Grant, the schedule for vesding the Vesting Date(s).

The RSU is subject in all respects to theiapple provisions of the Plan. This grant agreendeets not cover all of the rules that apply to
the RSU under the Plan; please refer to the Planordent. Capitalized terms are defined either furbleow in this grant agreement (the “
Grant Agreement ") or in the Plan.

The Plan document is available on the Fidelity iteb3he Prospectus for the Plan, the Annual Repofform 10-K, and other filings the
Company makes with the Securities and Exchange Gssion are available for your review on the Compamyeb site. You may also obtain
paper copies of these documents upon request dimpany’s HR department.

Neither the Company nor anyone else is making apgesentations or promises regarding the durafigour service, vesting of the RSU, t
value of the Company’s stock or of this RSU, or@wmpany’s prospects. The Company is not providimg advice regarding tax
consequences to you or regarding your decisiorerdety the RSU; you agree to rely only upon youn@ersonal advisors.

NO ONE MAY SELL, TRANSFER, OR DISTRIBUTE THE RSUOR THE SECURITIES THAT MAY BE RECEIVED UNDER IT WITHOUT AN EFFECTIVE
REGISTRATION STATEMENT RELATING THERETO OR AN OPINION OF COUNSEL SATISFACTORY TO DiSCOVERY COMMUNICATIONS , INC. OR OTHER
INFORMATION AND REPRESENTATIONS SATISFACTORY TO IT THAT SUCH REGISTRATION IS NOT REQUIRED.
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In addition to the Plan’s terms and restrigsiothe following terms and restrictions apply:

Vesting Schedule

Change in Control

Distribution Date

Restrictions and Forfeiture

Limited Status

Voting

Taxes and Withholding

Your RSU becomes nonforfeitabl* Vested ") as provided in the Cover Letter and the G
Agreement assuming you remain employed (or seneerasmber of the Company’s board of
directors (“Board ")) until the Vesting Date(s). For purposes of t8isant Agreement, employment
with the Company will include employment with anyliSidiary whose employees are then eligible
to receive Awards under the Plan (provided thatterltransfer of employment to an ineligible
Subsidiary will not terminate employment unlessBuoard determines otherwis:

Vesting will accelerate fully on your death or Didty (as defined in the Plan). If your employment
is terminated without Cause or on your Retiremerfibie the RSU is fully Vested, the RSU will
remain or become Vested pursuant to the originstinvg schedule as though you remained working
through any Vesting Date(s) occurring during thed@§s after the date of termination, subject to
applicable performance conditions.Gause” has the meaning provided in Section 11.2(b) ef th
Plan; “Retirement ” means your employment ends for any reason otteer €Cause at a point at
which you are at least age 60 and have been entploythe Company, and any of its subsidiaries,
or Discovery Communications, LLC for at least figears, where your period of service is
determined using the Company’s Prior EmploymenviSerPolicy or a successor policy chosen by
the Committee)

Notwithstanding the Plan’s provisions, if an AppedvTransaction, Control Purchase, or Board
Change (each aChangein Control ) occurs before the first anniversary of the Dafté€&rant,
the RSU will only have accelerated Vesting as altes the Change in Control if (i) within 12
months after the Change in Control, the Companyiteates your employment other than for
Cause and (ii) with respect to any Approved Tratigacthe transaction actually closes before
the first anniversary. Accelerated Vesting will pakccelerate the Distribution Date if and to the
extent permitted under Section 409A of the InteRavenue Code* Section 409A 7).

The Board reserves its ability under Section 10.&{lthe Plan to vary this treatment if the
Board determines there is an equitable substitutimeplacement award in connection with a
Change in Contro

Subject to any overriding provisions in the Plaoy will receive a distribution of the Shai
equivalent to your Vested RSU Shares as soon atigaile following the date on which you
become Vested (with the actual date being tbéstribution Date”) and, in any event, no later than
March 15 of the year following the calendar yeawkch the Vesting Date(s) occurred, unless the
Board determines that you may make a timely ddfeteztion to defer distribution to a later date
and you have made such an election (in which desdeferred date will be theDistribution Date

M.

You may not sell, assign, pledge, encumber, orratise transfer any interest Transfer ) in the
RSU Shares until the RSU Shares are distributgdtio Any attempted Transfer that precedes the
Distribution Date is invalid

Unless the Board determines otherwise or the Gkgrdement provides otherwise, if yc
employment or service with the Company terminatesihy reason before your RSU is Vested, then
you will forfeit the RSU (and the Shares to whibbky relate) to the extent that the RSU does
otherwise vest as a result of the termination, yamsto the rules in théesting Schedulesection.

The forfeited RSU will then immediately revert teetCompany. You will receive no payment for
RSU if you forfeit it.

You understand and agree that the Company wiltonsider you a shareholder for any purpose
respect to the RSU Shares, unless and until the &&ldes have been issued to you on the
Distribution Date. You will not receive dividendstivrespect to the RS

You may not vote the RSU Shares unless and ustitiares are distributed to yt
The RSU provides tax deferral, meaning that the B8h&res are not taxable to until you actu
receive the RSU Shares on or around the DistribuDiate. You will then owe taxes at ordinary

income tax rates as of the Distribution Date atShares’ value. As an employee of the Company,
you may owe FICA and HI (Social Security and Medi¥daxes before the Distribution Da
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Compliance with Law

Additional Conditions to Receipt

Additional Representations from
You

No Effect on Employment or
Other Relationship

No Effect on Running Busines:

Issuing the Shares under the RSU is contingent sptisfaction of all obligations with respect to
required tax or other required withholdings (foample, in the U.S., Federal, state, and local jaxes
The Company may take any action permitted undetic@@et1.9 of the Plan to satisfy such
obligation, including, if the Board so determingatisfying the tax obligations by (i) reducing the
number of RSU Shares to be issued to you by thateu of RSU Shares (valued at their Fair
Market Value on the date of distribution) that webefual all taxes required to be withheld (at their
minimum withholding levels), (ii) accepting paymaeitthe withholdings from a broker in
connection with a sale of the RSU Shares or dirdotim you, or (iii) taking any other action under
Section 11.9 of the Plan. If a fractional sharea#s after deduction for required withholding, the
Company will pay you the value of the fraction ash.

The Company will not issue the RSU Shares if daimgvould violate any applicable Federal or <
securities laws or other laws or regulations. Yaymot sell or otherwise dispose of the RSU St
in violation of applicable law

The Company may postpone issuing and deliveringRBy Shares for so long as the Comp
determines to be advisable to satisfy the follow

its completing or amending any securities regittradr qualification of the RSU Sharesits
or your satisfying any exemption from registratiorder any Federal or state law, rule, or
regulation;

its receiving proof it considers satisfactory thgierson seeking to receive the RSU Shares
your death is entitled to do <

your complying with any requests for representationder the Plan; ar
your complying with any Federal, state, or localwdthholding obligations

If the vesting provisions of the RSU are satistid you are entitled to receive RSU Shares ate
when the Company does not have a current registratatement (generally on Form S-8) under the
Securities Act of 1933 (theAct ") that covers issuances of shares to you, you cwsiply with the
following before the Company will issue the RSU &isato you. You mus—

represent to the Company, in a manner satisfatbottye Company’s counsel, that you are
acquiring the RSU Shares for your own account artamith a view to reselling or distributing
the RSU Shares; ar

agree that you will not sell, transfer, or otheeviispose of the RSU Shares unl

a registration statement under the Act is effectit/the time of disposition with respect to
the RSU Shares you propose to sell, transfer,i@raise dispose of;

the Company has received an opinion of counselt@ranformation and representations it
considers satisfactory to the effect that, becafistule 144 under the Act or otherwise, no
registration under the Act is require

Nothing in this Grant Agreement restricts the Cony’'s rights or those of any of its affiliates
terminate your employment or other relationshiprat time and for any or no reason. The
termination of employment or other relationshipetifer by the Company or any of its affiliates or
otherwise, and regardless of the reason for suafirtation, has the consequences provided for
the Plan and any applicable employment or severag@ement or plal

You understand and agree that the existence a8 will not affect in any way the right or pow

of the Company or its stockholders to make or aigba@ny adjustments, recapitalizations,
reorganizations, or other changes in the Compargpdtal structure or its business, or any merger or
consolidation of the Company, or any issuance afispdebentures, preferred or ot
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Section 409A

Unsecured Creditor

Governing Law

Notices

Amendment

Plan Governs

stock, with preference ahead of or convertible,intootherwise affecting the Company’s common
stock or the rights thereof, or the dissolutiotiguidation of the Company, or any sale or transfer
all or any part of its assets or business, or dhgracorporate act or proceeding, whether or nat of
similar character to those described ab

The RSU is intended to comply with the requiremertSection 409A and must be construed
consistently with that section. Notwithstanding #riryg in the Plan or this Grant Agreement to the
contrary, if the RSU Vests in connection with yéseparation from service” within the meaning of
Section 409A, as determined by the Company), atd you are then a “specified employesithin

the meaning of Section 409A at the time of suclassjon from service (as determined by the
Company, by which determination you agree you att) and (y) the distribution of RSU Shares
under such accelerated RSU will result in the intposof additional tax under Section 409A if
distributed to you within the six month period tling your separation from service, then the
distribution under such accelerated RSU will nobtse until the earlier of (i) the date six months
and one day following the date of your separatiomfservice or (ii) the 1® day after your date of
death. Neither the Company nor you shall haveitite to accelerate or defer the delivery of any
such RSU Shares or benefits except to the extewifggally permitted or required by Section 409A.
In no event may the Company or you defer the delieéthe RSU Shares beyond the date specified
in the Distribution Date section, unless such deferral complies in all retspeith Treasury
Regulation Section 1.409A-2(b) related to subsegadleanges in the time or form of payment of
nonqualified deferred compensation arrangemen@npisuccessor regulation. In any event, the
Company makes no representations or warranty aatlhetve no liability to you or any other

person, if any provisions of or distributions untles Grant Agreement are determined to constitute
deferred compensation subject to Section 409A butmsatisfy the conditions of that secti

The RSU creates a contractual obligation on theqiahe Company to make a distribution of the
RSU Shares at the time provided for in this Gragte®ment. Neither you nor any other party
claiming an interest in deferred compensation hegterushall have any interest whatsoever in any
specific assets of the Company. Your right to neeelistributions hereunder is that of an unsecured
general creditor of Compan

The laws of the State of Delaware will govern adlttars relating to the RSU, without regard to
principles of conflict of laws

Any notice you give to the Company must follow girecedures then in effect. If no ott

procedures apply, you must send your notice iningriby hand or by mail to the office of the
Company’s Secretary (or to the Chair of the Bo&yau are then serving as the sole Secretary). If
mailed, you should address it to the Company’s@&ary (or the Chair of the Board) at the
Company'’s then corporate headquarters, unlessahgp@ny directs RSU holders to send notices to
another corporate department or to a third partgiastrator or specifies another method of
transmitting notice. The Company and the Board adiiress any notices to you using its standard
electronic communications methods or at your ofickome address as reflected on the Company’s
personnel or other business records. You and tinep@oy may change the address for notice by
notice to the other, and the Company can also ehtirgaddress for notice by general
announcements to RSU holde

Subject to any required action by the Board orstioekholders of the Company, the Company |
cancel the RSU and provide a new Award under tha Il its place, provided that the Award so
replaced will satisfy all of the requirements of fRlan as of the date such new Award is made a
such action will adversely affect the RSU to theeaekthen Vestec

Wherever a conflict may arise between the termbisfGrant Agreement and the terms of the F

the terms of the Plan will control. The Board majuat the number of RSU Shares and other terms
of the RSU from time to time as the Plan provic
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EXHIBIT 10.2

AMENDMENT NO. 1

ThisSAMENDMENT NO. 1, dated as of May 14, 2009 (this “ Agreem&namongDISCOVERY COMMUNICATIONS HOLDING,
LLC , a Delaware limited liability company (the “ Bower "), the Lenders (such capitalized term and all ottapitalized terms not otherwise
defined herein to have the meanings provided iickert below) who are signatories to this Agreement, BASIK OF AMERICA, N.A. , as
administrative agent (in such capacity, the “ Adistimtive Agent’) for the Lenders.

WITNESSETH:
WHEREAS , the Borrower, the Lenders and the Administrafigent are parties to the Credit Agreement;
WHEREAS , the Borrower has requested that the Lenders atien@redit Agreement as hereinafter set forth; and

WHEREAS , the Lenders signatory to this Agreement arehertérms and conditions stated below, willing targrthe request of the
Borrower;

NOW THEREFORE , for good and valuable consideration, the recaipt sufficiency of which are hereby acknowledgedheparty to
this Agreement agrees as follows:

ARTICLE |
DEFINITIONS

1.01Definitions. The following terms (whether or not underscoredewhised in this Agreement, including its preambie r@citals, shall
have the following meanings (such definitions tcel@ally applicable to the singular and plural fertimereof):

“ Agreement Effective Datemeans the date on which the conditions precettetiite effectiveness of this Agreement as specified
Atrticle 11l _herein have been satisfied.

“ Credit Agreement means the Credit, Pledge and Security Agreematgiddas of May 14, 2007, among the Borrower, thelees and the
Administrative Agent.

“ Lenders’ means the lenders from time to time party to@medit Agreement.

1.020ther Definitions . Unless otherwise defined herein or the contex¢tise requires, terms used in this Agreemenb,dtieg its
preamble and recitals, have the meanings providéuki Credit Agreement.

1.030ther Interpretive Provisions. The rules of construction in Sections 1.02 to Job@he Credit Agreement shall be equally applicab
this Agreement.

ARTICLE Il
AMENDMENTS

Effective as of the Agreement Effective Dalwe, Credit Agreement is hereby amended as follows:

2.01Additional Term Facilities. Section 2.03(a) of the Credit Agreement is amendetklete the parenthetical clause “(which shafion
event be less than ten Business Days from theodatelivery of such notice to the Lenders)” frontiBection.

2.02Repayment of Loans. Section 2.06(a) of the Credit Agreement is amdridalelete the reference to “Section 2.05” theesid insert a
reference to “Section 2.04” in lieu thereof.

2.03Burdensome AgreementsSection 7.09 of the Credit Agreement is amendedresidted in its entirety, as follows:
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“7.09Burdensome Agreements Enter into any Contractual Obligation (other tllais Agreement or any other Loan Document) that
limits the ability (a) of any Restricted Subsididoymake Restricted Payments to the Borrower oradhgr Restricted Subsidiary or to
otherwise transfer property to the Borrower, (bany Restricted Subsidiary to Guarantee the Oliigatof the Borrower or any other
Restricted Subsidiary, or (c) of the Borrower oy &estricted Subsidiary to create, incur, assunsuffer to exist Liens on property of such
Person to secure the Obligations of such Personided, however, that:

(i) any Indebtedness permitted to be inculnethe Borrower or a Restricted Subsidiary purstai@ection 7.08nay include
Contractual Obligations that limit the ability afyaRestricted Subsidiary to take any such actiarie suffer to exist any such Lien;
provided, however, that all cash proceeds of any such Indebtedmessred by the Borrower that includes such a Cotted Obligation
(net of any underwriting discounts and commissiamsg] other reasonable and customary oyiemket expenses incurred by the Borra
in connection therewith) shall be promptly appliedRefinance Indebtedness of the Borrower undsrAlgreement or Indebtedness of a
Restricted Subsidiary or promptly contributed ovatted to a Restricted Subsidiary and promptlyieggb Refinance Indebtedness of
such Restricted Subsidiary or at the election efBbrrower (as notified by the Borrower to the Adisiration Agent not later that the
fifth Business Day following the incurrence of sualdebtedness by the Borrower) and so long as mmitaf Default shall have occurred
and be continuing, such Restricted Subsidiary meagst all or any portion of the proceeds of suahtriioution or advance to acquire,
maintain, develop, construct, improve, upgradeepair assets useful in the business of such Restr&ubsidiary so long as (A) within
365 days after the incurrence of such Indebtedmggise Borrower, such proceeds shall have beenvasied or a definitive agreement
for such investment shall have been entered irtaéaified by the Borrower in writing to the Admistrative Agent) and (B) within
180 days after the execution of such definitiveeagrent, such investment shall have been consumiteteertified by the Borrower in
writing to the Administrative Agent); providedurther, however, that any such proceeds not so invested or sutgjettch definitive
agreement shall be promptly applied to Refinandeltedness of such Restricted Subsidiary or an&estricted Subsidiary; and

(ii) in the case of any Restricted Subsidiahjich is a joint venture between any Restrictedsgliary, on the one hand, and any Joint-
Venture Partner, on the other hand, where all tiveens of the Equity Interests of such joint ventRestricted Subsidiary have enterec
may in the future enter, into a Contractual Oblgatith such Restricted Subsidiary limiting theligp of such Restricted Subsidiary
(A) to make Restricted Payments to, (B) Guarangyltidebtedness of, or (C) to grant any Lien orpttoperty of such Restricted
Subsidiary for the benefit of, in each case, anpevof the Equity Interests in such joint ventuestRicted Subsidiary, this Section 7.09
shall not prohibit any such Contractual Obligatipmgvided, however, that no Restricted Subsidiary shall waive thigints to the
benefits of any such Contractual Obligation asregany Joint-Venture Partner to permit such jeariture Restricted Subsidiary to
Guaranty the Indebtedness of such Joint Venturen@aor to grant a Lien on the property of suchtReted Subsidiary for the benefit of
such Joint Venture Partner.”

ARTICLE 1l
CONDITIONS PRECEDENT

3.01Conditions of EffectivenessThis Agreement is subject to the provisions of Bect1.01 of the Credit Agreement, and shall become
effective when, and only when, each of the follagvaonditions shall have been satisfied:

(a)_Deliveries The Administrative Agent shall have receivedodlthe following documents (in sufficient copies fach Lender), each
such document (unless otherwise specified) datedalte of receipt thereof by the Administrative Agend each in form and substance
satisfactory to the Administrative Agent:




(i) counterparts of this Agreement executed/ythe Borrower, and (B) the Required Lenders agrto any such Lender, advice
satisfactory to the Administrative Agent that slhemder has executed this Agreement; and

(i) a Certificate executed by a Responsibticer of the Borrower, dated the Agreement EffeetDate, confirming the matters
provided in_subsection (elow, and as to such other matters as the Admatiigt Agent may reasonably request.

(b) Representations and Warranti@fe representations and warranties of the Bomr@aetained in Article IVhereof shall be true and
correct in all material respects.

(c) Fees The Administrative Agent shall have received pagtof the following: (i) for the account of eackrider which has executed
and delivered a counterpart of this Agreement, ekviee equal to 0.15% of the Commitment of suchdegnand (ii) for the account of any
Lead Arranger, the amount of any fees and expeesgsred to be paid by the Borrower to such Leac#éger on or prior to the Agreement
Effective Date.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES

In order to induce the Lenders to enter ihts Agreement, the Borrower, hereby representsaarcants that on and as of the Agreement
Effective Date after giving effect to this Agreeren

4.01Due Authorization; No Conflict . The execution and delivery by the Borrower o§tAgreement and the performance by the Borrower
of this Agreement and the Credit Agreement, as aeeiby this Agreement, have been duly authorizedlllhyecessary corporate or other
organizational action of the Borrower, and do mad will not: (a) contravene the terms of the Boreo\w Organization Documents; (b) conflict
with or result in any breach or contravention ofthe creation of any Lien under, or require anyrpent to be made under (i) any Contractual
Obligation to which the Borrower or any Restrictuabsidiary is a party or affecting the Borrowepooperties of the Borrower or any of its
Restricted Subsidiaries or (ii) any order, injuontiwrit or decree of any Governmental Authorityaoy arbitral award to which the Borrower
or its property is subject; or (c) violate any Lewwhich the Borrower or its property is subject.

4.02Enforceability . Each of this Agreement and the Credit Agreemenamended by this Agreement, constitute a leghtl and binding
obligation of the Borrower, enforceable againstBloerower in accordance with its terms, exceptrdsreeability may be limited by applicable
Debtor Relief Laws and by general equitable prilesgwhether enforcement is sought by proceedimgs|uity or at law).

4.03Credit Agreement Representations The representations and warranties of the Bonmrawetained in the Credit Agreement are true
and correct in all material respects except toetttent that such representations and warrantiesfigadly refer to an earlier date, in which case
they shall be true and correct in all material ee$p as of such earlier date.

4.04No Default. No Default or Event of Default exists.

ARTICLE V
MISCELLANEOUS

5.01Loan Document. This Agreement is a Loan Document executed putgoahe Credit Agreement and shall (unless otlerexpress|
indicated herein) be construed, administered aptieapin accordance with the terms and provisitweseof.

5.02Effect of Agreement. (a) The Credit Agreement, as specifically amenuethis Agreement, is and shall continue to biulhforce
and effect and is hereby in all respects ratified eonfirmed.

(b) The execution, delivery and effectivenekthis Agreement shall not, except as expresglyiged herein, operate as a waiver of any
right, power or remedy of any Lender or the Adntigigve Agent under any of the Loan Documents,auorstitute a waiver of any provisi
of any of the Loan Documents.




5.03Costs and ExpensesThe Borrower agrees to pay all reasonable cost®eapenses of the Administrative Agent in conrmectith the
preparation, execution and delivery of this Agreetrend the other instruments and documents to Ibeeded hereunder (including, without
limitation, the reasonable fees and expenses of Wte®/oods LLP, as special counsel for the Admiaiste Agent) in accordance with the
terms of Section 11.04(a) of the Credit Agreemignéach case, promptly after receipt of an invéareany such amount.

5.04Section Captions.Section captions used in this Agreement are fovenience of reference only, and shall not affeetadbnstruction ¢
this Agreement.

5.05Counterparts. This Agreement may be executed in one or more eopatts, each of which shall be deemed an originalall of
which shall constitute one and the same instrunigelivery of an executed counterpart of this Agreatrby telecopier or by other electronic
means shall be effective as manual delivery ob@teted counterpart hereof.

5.06Governing Law . THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUEIN ACCORDANCE WITH THE LAWS
OF THE STATE OF NEW YORK.

[Signature Pages Follow]
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IN WITNESS WHEREOF , the parties hereto have caused this Agreemdre executed by their respective officers theredody
authorized, as of the date first above written.

DISCOVERY COMMUNICATIONS HOLDING, LLC
By

Name:
Title:




BANK OF AMERICA, N.A. , as Administrative
Agent, as L/C Issuer and as a Lender

By

Name:
Title:




[ Name of Lende]

By

Name:
Title:




[ Name of Lende]

By

Name:
Title:

By

Name:
Title:



EXHIBIT 10.3

CREDIT AGREEMENT SUPPLEMENT NO. 1

This CREDIT AGREEMENT SUPPLEMENT NO. 1, datesiof May 14, 2009 (this “ Agreeméntcapitalized terms not otherwise defined
herein having the meanings provided in Articleelow), amond@ISCOVERY COMMUNICATIONS HOLDING, LLC , a Delaware limite:
liability company (the “ Borrowet), the lenders who are signatories to this Agreetnfthe “ Term C Lendery, andBANK OF AMERICA,
N.A., as administrative agent (in such capacity, tAelfhinistrative Agent) for the Lenders.

WITNESSETH:
WHEREAS , the Borrower, the Lenders and the Administrafigent are parties to the Credit Agreement;

WHEREAS , the Borrower has requested the establishmenmt éfdalitional Term Facility pursuant to Section 2df3he Credit Agreemel
and each Term B Lender has been offered the opptytio participate in such Additional Term Fagilit

WHEREAS , each Term C Lender has been approved by the Berrand the Administrative Agent for purposes oftide 11.06(b)(iii) of
the Credit Agreement; and

WHEREAS , the Term C Lenders are, on the terms and condiitated below, willing to provide an Additionarim Facility on the tern
and conditions of this Agreement and the Credite&gnent, as supplemented by this Agreement;

NOW THEREFORE , for good and valuable consideration, the recaipt sufficiency of which are hereby acknowledgedheparty to
this Agreement agrees as follows:

ARTICLE VI
DEFINITIONS

6.01Definitions. The following terms (whether or not underscoredgwhised in this Agreement, including its preambie r@citals, shall
have the following meanings (such definitions toel@ally applicable to the singular and plural feritnereof):

“ Agreement Effective Datemeans the date on which the conditions precettetiite effectiveness of this Agreement as specified
Article Il herein have been satisfied.

“ Credit Agreement means the Credit, Pledge and Security Agreemeatidet of May 14, 2007, as amended by Amendment Nated a
of May 14, 2009, each among the Borrower, the Lesxdarty thereto and the Administrative Agent.

“ Lenders’ means the lenders from time to time party to@medit Agreement.

6.020ther Definitions . Unless otherwise defined herein or the contex¢mtise requires, terms used in this Agreemenlydieg its
preamble and recitals, have the meanings provitéuki Credit Agreement.

6.030ther Interpretive Provisions. The rules of construction in Sections 1.02 to ToDfhe Credit Agreement shall be equally applicab
this Agreement.

ARTICLE VII
ADDITIONAL TERM FACILITY

Effective as of the Agreement Effective Dalw, Credit Agreement is supplemented to establishdditional Term Facility (this “ Facility
or the “ Term C Facility), as follows:
7.01Additional Term Commitments. The Additional Term Commitment of each Term C Landaleder this Facility is set forth on

Schedule 2.0bpposite the name of such Term C Lender underapgan “Term C Commitment”. Such Additional Termr@mitments are
sometimes referred to herein and in the other Udacuments as the “ Term C Commitmehts




7.02Additional Term Loans. Notwithstanding anything to the contrary in Sect®f2(b) of the Credit Agreement, each Term C Lende
shall make the amount of the Additional Term Lo&swuch Term C Lender under this Facility (eachTefm C Loar’) available to the
Administrative Agent on the Agreement Effective ®aursuant to Section 2.01(b) of the Credit Agresnrethe amount of 100% thereof
(subject to receipt of the 2.00% fee contemplate®éction 3.01(c)(i)) in full satisfaction of the Term C Commitmentsafch Term C Lender.
Upon such funding, the Administrative Agent will kegall funds so received available to the Borroimg¢he manner set forth in Section 2.02
(b) of the Credit Agreement. Upon such funding by Administrative Agent, the Borrower shall be ghtied to such Term C Lender in respect
of the full principal amount of its Term C Loan (ime amount of its Term C Commitment) on the teamd conditions of this Agreement and
the Credit Agreement, as supplemented by this Ages¢. Additional Term Borrowings under the Term &ifity are sometimes referred to
herein and in the other Loan Documents as “ TerBo@owings”.

7.03Applicable Rate. The Applicable Rate for this Facility shall b¢ 2a25% per annum for Base Rate Loans and (b) 3@2&%nnum for
Eurodollar Rate Loans.

7.04Base Rate; Eurodollar Rate(a) For purposes of each Base Rate Loan undeF#uitity, notwithstanding the definition for suarin
in the Credit Agreement, the Base Rate for anywdi#ly respect to such Base Rate Loan shall be thatgr of (i) 3.00% per annum and (ii) the
rate per annum otherwise calculated as the Basef®asuch day.

(b) For purposes of each Eurodollar Rate Luraster this Facility, notwithstanding the definitifor such term in the Credit Agreement,
the Eurodollar Rate for any Interest Period witbpert to such Eurodollar Rate Loan shall be thatgref (i) 2.00% per annum and (ii) the
rate per annum otherwise calculated as the EurmdRHkte for such Interest Period.

7.05Maturity Date . The Maturity Date for this Facility shall be Méay, 2014.

7.06Maximum Interest Periods; Initial Borrowing . After giving effect to the Term C Borrowing oretihgreement Effective Date, and
conversions of Term C Loans from one Type to tieigtand all continuations of Term C Loans as #mesType, there shall be not more than
five (5) Interest Periods in effect in respecthed Term C Facility. Anything in Section 2.02 of tBeedit Agreement notwithstanding, the
Borrower may only select the Eurodollar Rate forriié€ Loans on or after the Agreement Effective Qateany earlier day agreed by the
Administrative Agent).

7.07Repayment of Additional Term Loans. The Borrower shall repay to the Term C Lendeesaggregate principal amount of all Terr
Loans outstanding on the following dates in th@eetive amounts set forth opposite such dates fwdmeounts shall be reduced as a result of
the application of prepayments in accordance vhigharder of priority set forth in Section 2.04(a2d04(b) of the Credit Agreement, as the
case may be):

Date Amount
June 30, 200 $1,250,00!
September 30, 20C $1,250,00!
December 31, 200 $1,250,00!
March 31, 201( $1,250,00!
June 30, 201 $1,250,00!
September 30, 201 $1,250,001
December 31, 201 $1,250,00!
March 31, 201: $1,250,00!
June 30, 201 $1,250,00!
September 30, 201 $1,250,00!
December 31, 201 $1,250,00!
March 31, 201: $1,250,00!
June 30, 201 $1,250,00!
September 30, 201 $1,250,00!
December 31, 201 $1,250,00!
March 31, 201! $1,250,00!
June 30, 201 $1,250,00!
September 30, 201 $1,250,00!
December 31, 201 $1,250,00!
March 31, 201 $1,250,00!
Maturity Date Balance




; provided, however, that the final principal repayment installmenttoé Term C Loans shall be repaid on the Maturiggel¥or the Term C
Facility and in any event shall be in an amountaétpithe aggregate principal amount of all Termdans outstanding on such date.

7.08Use of Proceeds The Borrower shall use the proceeds of the TefBoZowing on the Agreement Effective Date to (&fiRance
Indebtedness of the Company and (b) to pay coskemgpenses of the transactions contemplated byAgrsement.

7.09Note . Upon the request of any Term C Lender made thralng Administrative Agent pursuant to Section 2)®f the Credit
Agreement, the Borrower shall execute and deliwesuch Term C Lender (through the AdministrativeeAj a Note (each a “ Term C Ndje
which shall evidence the Term C Loans of such T€rhender.

ARTICLE VI
ADDITIONAL TERM FACILITY EFFECTIVE DATE

8.01Conditions of EffectivenessThis Agreement shall become effective, and the fiaul Term Facility Effective Date for the Term C
Facility shall occur, when, and only when, eacltheffollowing conditions shall have been satisfied:

(a)_Deliveries The Administrative Agent shall have receivedodlthe following documents (in sufficient copies ach Term C
Lender), each such document (unless otherwisefigmBoiated the date of receipt thereof by the Adstiative Agent and each in form and
substance satisfactory to the Administrative Agent:

(i) counterparts of this Agreement executedA)ythe Borrower, and (B) the Term C Lenders,awto any such Term C Lender,
advice satisfactory to the Administrative Agentttiach Lender has executed this Agreement;

(i) a Certificate executed by the Secretégsistant Secretary or a Responsible Officer oBbgower dated the Agreement Effective
Date as to (A) no changes to Organizational Docusefthe Borrower delivered to the Administratikgent pursuant to Section 4.01 of
the Credit Agreement, (B) true and correct copfabe resolutions of the Borrower authorizing tixeeution and delivery by the
Borrower of this Agreement, and the performancigsoDbligations under this Agreement and the Craditement, as supplement by
this Agreement, and (C) the incumbency and a spatsignature of the Responsible Officer of the Beer authorized to execute and
deliver this Agreement on behalf of the Borrower;

(iii) a good standing certificate for the Bower from the Delaware Secretary of State datesf agecent date;
(iv) a favorable opinion of WilmerHale, couhfa the Borrower, as to such matters as the Adshizstive Agent may reasonably
request;

(v) a Certificate executed by a Responsibléc@f of the Borrower, dated the Agreement Effeetivate, confirming the matters
provided in_subsection (elow, and as to such other matters as the Admatiigt Agent may reasonably request;

(vi) a Loan Notice, completed for the Term GrB®wing requested on the Agreement Effective Raig executed by the Borrower;
and

(vii) evidence that arrangements satisfactorthe Administrative Agent have been made forgirampt Refinancing of Indebtedness
of the Company with the cash proceeds of such T@mBorrowing net of amounts required to pay expes$dise Borrower in connection
with the transactions contemplated by this Agree¢raed Amendment No. 1, dated
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as of the date hereof among the Borrower, the Lisngkerty thereto and the Administrative Agent.

(b) Representations and Warrantig@fe representations and warranties of the Bomr@aetained in Article IVhereof shall be true and
correct in all material respects.

(c) Fees The Administrative Agent shall have received pegirof the following (or the Administrative Ageritadl be satisfied that
satisfactory arrangements have been made for sayehent on the Agreement Effective Date): (i) fae #tcount of each Term C Lender
has funded 100% of its Term C Loan pursuant toiGe@.02, a fee equal to 2.00% of the Term C Commitmersuzh Term C Lender; and
(i) for the account of each Lead Arranger, anysfaad expenses required to be paid by the Borrawa&ich Lead Arranger on or prior to
Agreement Effective Date.

ARTICLE IX
REPRESENTATIONS AND WARRANTIES

In order to induce the Term C Lenders to eimir this Agreement, the Borrower, hereby represand warrants that on and as of the
Agreement Effective Date immediately after givirftpet to this Agreement and the transactions coptatad by this Agreement to be
consummated on the Agreement Effective Date:

9.01Due Authorization; No Conflict . The execution and delivery by the Borrower o tAgreement and the performance by the Borrower
of this Agreement and the Credit Agreement, as lsumpgnted by this Agreement, have been duly autedriw all necessary corporate or other
organizational action of the Borrower, and do rmat will not: (a) contravene the terms of the Boreo\w Organization Documents; (b) conflict
with or result in any breach or contravention ofttee creation of any Lien under, or require anyrpant to be made under (i) any Contractual
Obligation (other than the Loan Documents) to whiled Borrower or any Restricted Subsidiary is dypar affecting the Borrower or
properties of the Borrower or any of its RestricBdsidiaries or (i) any order, injunction, writdecree of any Governmental Authority or i
arbitral award to which the Borrower or its proge#g subject; or (c) violate any Law to which therBower or its property is subject.

9.02Enforceability . Each of this Agreement and the Credit Agreemehsupplemented by this Agreement, constitutea, leglid and
binding obligation of the Borrower, enforceable iagathe Borrower in accordance with its terms,egt@s enforceability may be limited by
applicable Debtor Relief Laws and by general edlgt@rinciples (whether enforcement is sought mcpedings in equity or at law).

9.03Credit Agreement Representations The representations and warranties of the Bomr@aetained in the Credit Agreement are true
and correct in all material respects except toetttent that such representations and warrantiesfigadly refer to an earlier date, in which case
they shall be true and correct in all material ee$p as of such earlier date.

9.04No Default. No Default or Event of Default exists (and ther®aver is in compliance with Section 7.12 of theedit Agreement after
giving effect to the Term C Borrowing on the AgresthEffective Date).

ARTICLE X
MISCELLANEOUS

10.01Loan Document. This Agreement is a Credit Agreement SupplemedteaLoan Document executed pursuant to the Credit
Agreement and shall (unless otherwise expressigateld herein) be construed, administered and egpli accordance with the terms and
provisions thereof.

10.02Effect of Agreement; Joinder Agreement (a) The Credit Agreement, as specifically sup@etad by this Agreement, is and shall
continue to be in full force and effect and is hgren all respects ratified and confirmed.

(b) Each Term C Lender (i) represents and avdsrthat (A) it has full power and authority, drab taken all necessary action, to execute
and deliver this Agreement and to consummate #reséictions contemplated hereby and to become am Cdrender under this Agreement
and a Lender under the Credit Agreement, (B) itts\#ee requirements to be a Lender under Sectidd6{ld)(v) and (vi) of the Credit
Agreement, (C) from and after the Agreement Effecate, it shall be bound by the
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provisions of the Credit Agreement as a Lenderetieder, (D) it is sophisticated with respect tesections of the type contemplated by
Agreement, (E) it has received a copy of the Craditement, and has received or has been accdrdegpportunity to receive copies of-
most recent financial statements delivered purstea8ection 6.01 of the Credit Agreement, as applie, and such other documents and
instruments as it deems appropriate to make its@edit analysis and decisions to enter into tigse&ment, (F) it has, independently and
without reliance upon the Administrative Agent ayather Lender and based on such documents amiiafion as it has deemed
appropriate, made its own credit analysis and d®ti® enter into this Agreement, and (G), if iai$oreign Lender, it has delivered to the
Administrative Agent any documentation requiredéodelivered by it pursuant to the terms of thed@régreement, duly completed and
executed by such Term C Lender; and (ii) it agthas(A) it will, independently and without reliamcpon the Administrative Agent or any
other Lender, and based on such documents andnafimn as it shall deem appropriate at the timafioae to make its own credit decisit
in taking or not taking action under the Loan Doemts, and (B) it will perform in accordance witteithterms all of the obligations which
by the terms of the Loan Documents are requirdzbtperformed by it as a Lender.

(c) The Borrower and the Administrative Agéeteby approve each Term C Lender for purposesacidh 11.06(b)(iii) of the Credit
Agreement.

10.03Costs and ExpensesThe Borrower agrees to pay all reasonable costeapenses of the Administrative Agent in conrmectiith
the preparation, execution and delivery of thisefggnent and the other instruments and documents delivered hereunder (including, with
limitation, the reasonable fees and expenses offe®/oods LLP, as special counsel for the Admiaisie Agent) in accordance with the
terms of Section 11.04(a) of the Credit Agreemignéach case, promptly after receipt of an invéareany such amount.

10.04Section Captions.Section captions used in this Agreement are fovenience of reference only, and shall not affeetdbnstruction
of this Agreement.

10.05Counterparts. This Agreement may be executed in one or more eopatts, each of which shall be deemed an originalall of
which shall constitute one and the same instrunigelivery of an executed counterpart of this Agreatrby telecopier or by other electronic
means shall be effective as manual delivery ofxa@teted counterpart hereof.

10.06Governing Law . THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUEIN ACCORDANCE WITH THE LAWS
OF THE STATE OF NEW YORK.

[Signature Pages Follow]
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IN WITNESS WHEREOF , the parties hereto have caused this Agreemdre executed by their respective officers theredody
authorized, as of the date first above written.

DISCOVERY COMMUNICATIONS HOLDING, LLC
By

Name:
Title:




BANK OF AMERICA, N.A. , as Administrative Agent

By

Name:
Title:




BANK OF AMERICA, N.A. , as
Term C Lender

By

Name:
Title:




SCHEDULE 2.01
to
Credit Agreement Supplement No. 1

COMMITMENTS; APPLICABLE PERCENTAGES
TERM C FACILITY

Term C Lender Term C Commitment Applicable Percentage
BANK OF AMERICA, N.A. $ 500,000,000.C 100.00000000(%
Total $ 500,000,000.C 100.00000000(%



EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO RULE 13a — 14(a) AND RULE 15d — 14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANESOXLEY ACT OF 2002

I, David M. Zaslav, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Discovery Communications, Ini

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgt&ie a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nigtadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statemyetd other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&-15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) Designed such internal control over financial réjpgr or caused such internal control over finah@gorting to be designed unc
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtais report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d) Disclosed in this report any change in #gistrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repog) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrant’s other certifying officer anldave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting which a
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmhcial information; ant

b)  Any fraud, whether or not material, thatohwes management or other employees who have diségn role in the registrant’s
internal control over financial reportin

Date: August 4, 200¢ By: /s/ David M. Zaslav

David M. Zaslav
President and Chief Executive Offic



EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO RULE 13a — 14(a) AND RULE 15d — 14(a)
OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANESOXLEY ACT OF 2002

I, Bradley E. Singer, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Discovery Communications, Ini

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgt&ie a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nigtadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statemyetd other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&-15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgyithe period in which this report is being prepa

b) Designed such internal control over financial réjpgr or caused such internal control over finah@gorting to be designed unc
our supervision, to provide reasonable assurargagdang the reliability of financial reporting atfite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtais report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d) Disclosed in this report any change in #gistrant’s internal control over financial repogdithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repog) tias materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrant’s other certifying officer anldave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting which a
reasonably likely to adversely affect the regid’'s ability to record, process, summarize and refpmhcial information; ant

b)  Any fraud, whether or not material, thatohwes management or other employees who have diségn role in the registrant’s
internal control over financial reportin

Date: August 4, 200¢ By: /s/ Bradley E. Singer

Bradley E. Singet
Senior Executive Vice President a
Chief Financial Officer



EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Quarterly Report of @sery Communications, Inc. (“Discovery”), on Fold-Q for the quarter ended June 30,
2009, as filed with the Securities and Exchange @a@sion on the date hereof (the “Report”), |, DaMdZaslav, President and Chief
Executive Officer of Discovery, certify that to rapowledge:

1. the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934; anc

2. the information contained in the Report fairly grets, in all material respects, the financial ctadiand results of operations
Discovery.

Date: August 4, 2009 By: /s/ David M. Zaslav
David M. Zaslav
President and Chief Executive Offic




EXHIBIT 32.2

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Quarterly Report of @igery Communications, Inc. (“Discovery”), on Folid-Q for the quarter ended June 30,

2009, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), |, BesdE. Singer, Senior Executive Vice
President and Chief Financial Officer of Discovergrtify that to my knowledge:

1. the Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeoh1934; anc

2. theinformation contained in the Reportlfgpresents, in all material respects, the finanoadition and results of operations of
Discovery.

Date: August 4, 200¢ By: /s/ Bradley E. Singer
Bradley E. Singet
Senior Executive Vice President a
Chief Financial Officer




