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PART |

ITEM 1. Business.

For convenience, the terms “Discovery,” “DCI,” tHéompany,” “we,” “us” or “our” are used in this Amal Report on Form 10-K to
refer to both Discovery Communications, Inc. anieatively to Discovery Communications, Inc. andeasr more of its consolidated
subsidiaries, unless the context otherwise requires

OVERVIEW

We are a global nonfiction media and entertainneentpany that provides programming across multiggiution platforms
throughout the world. We also have a diversifiedfptio of websites and other digital media sergicgevelop and sell curriculum-based
education products and services, and provide padtietion audio services. We were formed on Septetibe2008. Additional information
regarding our formation is set forth in Note 1he tonsolidated financial statements includedamI8, “Financial Statements and
Supplementary Data” in this Annual Report on FofrKl Information in this Annual Report on Form 10ikpresented as though our
formation was consummated on January 1, 2008. \&/a &elaware corporation.

As one of the world’s largest nonfiction media c@nies, we provide original and purchased programgrtarmore than 1.6 billion
cumulative subscribers in the U.S. and over 18@ratbuntries and territories. We enable peoplegpioee the world and satisfy their
curiosity through more than 120 worldwide netwookigring customized programming in over 40 langsaged through our websites and
other digital media services. Our global portfaionetworks includes prominent television brandshsas Discovery Channel, one of the first
nonfiction networks and our most widely distributgdbal brand, TLC, Animal Planet, Science Charamel Investigation Discovery.

In the U.S., we own and operate three fully distiélol networks that each reaches more than 97 malidbscribers and six networks that
each reaches 34 million to 70 million subscrib®¥e. also have interests in OWN: Oprah Winfrey Netm@©WN”) and The Hub, which are
networks operated as 50-50 ventures that reachedlli&n and 60 million subscribers, respectiveBur objective is to invest in content for
these networks to build viewership, optimize disition revenue and capture advertising sales ancetie or reposition additional branded
channels and businesses that can sustain longgtennth and occupy a desired programming niche stithng consumer appeal.

Outside of the U.S., we have one of the largestivational distribution platforms with two to tt@en channels in more than 180
countries and territories around the world. Intéowally, we distribute a portfolio of televisioretworks led by two networks each of which
reach more than 150 million cumulative subscrib@ns. objective is to maintain a leadership positiononfiction entertainment in
international markets and build additional brandkednnels and businesses that can sustain longgtenth.

Our content spans genres including science, exporasurvival, natural history, sustainabilitytbe environment, technology, docu-
series, anthropology, paleontology, history, spacghaeology, health and wellness, engineeringgratdve, lifestyles and current events. A
significant portion of our programming tends tododturally neutral and maintains its relevancedorextended period of time. As a result, a
significant amount of our content translates wetbas international borders and is made even numesaible through extensive use of
dubbing and subtitles in local languages, as vgetha creation of local programming tailored tovidlial market preferences.

We have an extensive library of programming andage and ongoing content production that providewace of content for creating
new services and launching into new markets and oetv platforms. We own all or most rights to thajonity of our programming and
footage, which enables us to exploit our librarjyatench new brands and services into new markétklguvithout significant incremental
spending. Our programming can be re-edited andtadda a cost-effective manner to provide topicaisions of subject matter that can be
utilized around the world.

Substantially all of our programming is producedhigh definition (“HD”) format. We have HD simuldasof six of our owned and
operated U.S. networks (Discovery Channel, TLC maliPlanet, Investigation Discovery, Science Chirarel Planet Green) and two
networks operated by ventures (OWN and The Hulgduition to our stand-alone U.S. HD Theater nektwAdditionally, we also continue
to expand our international HD programming, whismow in approximately 100 countries and terrimoetside of the U.S., making us one
of the leading international providers of HD prapraing, based on the number of countries and teiegave serve.

We classify our operations in three segments: NeSworks, consisting principally of domestic cabled satellite television networks,
websites and other digital media services; Intéonat Networks, consisting primarily of internatadrcable and satellite
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television networks and websites; and EducationQ@ither, consisting principally of curriculum-baggduct and service offerings and
postproduction audio services.

Effective January 1, 2010, we realigned our commeirgsiness, which sells and licenses Discoveryda@merchandise, from the
Commerce, Education, and Other reporting segmémntlie U.S. Networks reporting segment in orddyetier align the management of our
online properties. In connection with this realiggmhwe changed the name of our Commerce, EducatmhQther reporting segment to
Education and Other. The information for periodsipio 2010 in this Annual Report on Form 10-K h&®n recast to reflect the realignment.

Financial information for our segments and geogicgtareas in which we do business is set fortiheim 7, “Management’s Discussion
and Analysis of Results of Operations and Finar€a@idition” and Note 21 to the consolidated finahstatements included in Item 8,
“Financial Statements and Supplementary Data” imAmnual Report on Form 10-K.

Subscriber statistics set forth in this Annual Répo Form 10-K include both wholly-owned netwodksd networks operated by
ventures. Domestic subscriber statistics are bagedielsen Media Research. International subscstsistics are derived from internal data
coupled with external sources when available. Agluterein, a “subscribeid a single household that receives the applicadteork from its
cable television operator, direct-to-home (“DTHaYallite operator, or other television providegliding those who receive our networks
from pay-television providers without charge purdua various pricing plans that include free pdsi@and/or free carriage. The term
“cumulative subscribers” refers to the collectivensof the total number of subscribers to each ofnetworks or programming services. By
way of example, two households that each receweedf our networks from their television providepresent two subscribers, but 10
cumulative subscribers.

U.S. NETWORKS

Our U.S. Networks segment principally consistsatfanal television networks. U.S. Networks genetatet revenues of $2.4 billion
during 2010, which represented 63% of our totakotidated net revenues. U.S. Networks generatenms primarily from fees charged to
operators who distribute our networks, which priiflganclude cable and DTH satellite service provagleand from advertising sold on our
television networks, websites and other digital mesgrvices. Our U.S. Networks segment also geeeravvenues from affiliate and
advertising sales representation services for4béndy and venture networks and the licensing oftwands for consumer products. For 2010,
distribution, advertising and other revenues wei%452% and 4%, respectively, of total net reveriaethis segment.

Our U.S. Networks segment owns and operates niti@iaatelevision networks principally throughobetU.S., including prominent
television brands such as Discovery Channel, TL& Ammal Planet. We also owned and operated thedvery Health network through
December 31, 2010. On January 1, 2011, we congétbilte Discovery Health network to OWN, which 8050 venture between us and
Harpo, Inc. (“Harpo”). Effective with the contriban, the network was rebranded as OWN and is ngdpnonsolidated. U.S. Networks also
owns an interest in The Hub, a 50-50 venture batwseand Hasbro, Inc. (*Hasbro”). On May 22, 2008,sold a 50% interest in the U.S.
Discovery Kids network to Hasbro and contributed immaining 50% interest to a newly formed ventftine “U.S. Discovery Kids
Transaction”) Effective with this transaction we no longer coidated the U.S. Discovery Kids network. The netwooktinued to operate
the Discovery Kids network until October 10, 20a0which time it was rebranded as The Hub.

Our U.S. Networks segment owns and operates thewiolg television networks.

ﬂvlscovery Discovery Channel

CHAMNNEL » Discovery Channel reached approximately 100ionilsubscribers in the U.S. as of December 31,

| HD, 2010.

 Discovery Channel is dedicated to providing maidn content that informs and entertains viewers
about the wonder and diversity of the world. Thiwoek offers a mix of genres including science
and technology, exploration, adventure, history imrdepth, behind-the-scenes glimpses at the
people, places and organizations that shape ame shaworld.

» Programming highlights on Discovery ChannelinigDeadliest Catch, Mythbusters, Dirty Jobs,
Man Vs. Wild, Storm Chasers, Swamp LoggadGold Rush: AlaskaDiscovery Channel is also
home to specials and mini-series suchifes

e Target viewers are adults ages 25-54, partityufaen.
 Discovery Channel is simulcast in H
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TLC

» TLC reached approximately 99 million subscribierthe U.S. as of December 31, 2010. TLC also
reached approximately 8 million subscribers in @Gapaccording to internal data.

» TLC features docu-series and reality-based progrmg about the lives of real-life characters.

» Programming highlights on TLC includgake Boss, Little Couple, What Not to Wear, Police
Women, Say Yes to the Dress, LAdn&19 Kids and Counting

* Target viewers are adults ages 18-54, partiguiadmen.
* TLC is simulcast in HD

Animal Planet
» Animal Planet reached approximately 97 milliobseribers in the U.S. as of December 31, 2010.

» Animal Planet provides a full range of programgielated to life in the animal kingdom and
human interaction with animals.

» Programming highlights on Animal Planet includihale Wars, River Monsters Shouldn’t be
Alive , Fatal Attractions, Pit Bulls and Paroleeandlt’'s Me or the Dog

* Target viewers are adults ages 25-54.
» Animal Planet is simulcast in HI

Investigation Discovery

* Investigation Discovery reached approximatelymillion subscribers in the U.S. as of
December 31, 2010.

* Investigation Discovery offers programming thatidses on the science of forensics and uses
dramatic, fact-based storytelling to provide in-thepnalysis of investigations.

» Programming highlights on Investigation DiscovargludeOn the Case with Paula Zahn
Disappeared | (Almost) Got Away With [tWho The (Bleep) Did | Marry&ndExtreme
Forensics.

* Target viewers are adults ages 25-54.
* Investigation Discovery is simulcast in H

Science Channe

* Science Channel reached approximately 67 miliobscribers in the U.S. as of December 31,
2010.

» Science Channel provides programming that expltre possibilities of science, from string
theory and futuristic cities to accidental discaggrand outrageous inventions. The network
celebrates the trials, errors and moments thatgghaar human experience.

» Programming highlights on Science Channel inclideugh the Wormhole with Morgan
Freeman, Wonders of the Solar Systeidow It's Made, Head Rush Sci Fi Science How Do
They Do It?, Build It BiggerandPunkin Chunkin

* Target viewers are adults ages 25-54.
» Science Channel is simulcast in
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Military Channel

« Military Channel reached approximately 57 millismbscribers in the U.S. as of December 31,
2010. Military also reached approximately 1 millisubscribers in Canada, according to internal
data.

* Military Channel brings viewers real-world starief heroism, military strategy, technological
breakthroughs and turning points in history. Thievoek takes viewers “behind the linets hea
the personal stories of servicemen and women dedsdh-depth explorations of military
technology, battlefield strategy, aviation and drigt

» Programming highlights on Military Channel incii@uture Weapons, Showdown: Air Combat,
Science of WaandTop Sniper.

* Target viewers are men ages-64.

Planet Green
* Planet Green reached approximately 56 milliorsstibers in the U.S. as of December 31, 2010.

« Planet Green programming targets viewers who wantderstand how humans impact the planet
and how to live a more environmentally sustaindifgstyle.

» Programming highlights on Planet Green incllitte Fabulous Beekman BoySperation Wild,
Living with Ed, Conviction Kitchen Blood, Sweat and Takeawayand theReel Impactveekly
film series.

* Target viewers are adults ages 18-54.
* Planet Green is simulcast in H

Discovery Fit & Health

» Rebranded from FitTV as of February 1, 2011, bisey Fit reached approximately 50 million
subscribers in the U.S. as of December 31, 2010.

« Discovery Fit & Health programming includes fosamysteries, medical stories, emergency
room trauma dramas, baby and pregnancy programmpargnting challenges, and stories of
extreme life conditions.

» Programming includeBr. G: Medical Examiner I'm Pregnant And.., The Bronx Untold
Stories of the ERBodies in Motion with Gilag Namaste YogaandShimmy.

* Target viewers are adults age«54.

HD Theater
» HD Theater reached approximately 34 million sulbsrs in the U.S. as of December 31, 2010.

» HD Theater was one of the first nationwide 24+searday, seven-day-a-week high definition
networks in the U.S. offering content in virtuadllf categories of entertainment from across
Discovery’s family of networks. The network showes@rogramming about adventure, nature,
automotive, wildlife, history, travel, science aedhnology, world culture and more.

» Programming highlights on HD Theater incluff@rld Rally ChampionshipndMecum Auto
Auctions: Muscle Cars

* Target viewers are adults age«54, particularly men
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Our U.S. Networks segment owns interests in theviahg television networks that are operated a$8@entures.

OWN
U v V N * OWN (formerly the Discovery Health network) déddion January 1, 2011.

i WINFREY NETWORK * Upon launch, this channel reached approximatglynillion subscribers in the U.S.

e OWN is a multi-platform venture, including th&\\ television network and Oprah.com,
designed to entertain, inform and inspire peoplévtotheir best lives.

e Target viewers are adults 25-54, particularlynven.

* OWN is simulcast in HD

The Hub

» The Hub (formerly the Discovery Kids network)deed on October 10, 2010.

The Hub reached approximately 60 million subisens in the U.S. as of December 31, 2010.

The Hub features original programming, game shand live-action series and specials,
including content drawn from Hasbro’s portfolio@ftertainment and educational properties,
content from Discovery’s extensive library of awavihning children’s educational
programming, and third-party acquisitions.

» Target viewers are children ages 2-11 and fasnili
* The Hub is simulcast in HL

In 2010, we formed 3net, which is a venture witmpGorporation and IMAX Corporation to launch al2durs-a-day, 7-days-a-week,
three-dimensional (“3-D”) network in the U.S., paming us to capitalize on the recent successbff8ature films and accelerating sales of
3-D television sets. The venture partners will@otirate to produce, acquire and distribute 3-Dedrfor the network. We will provide
network services, including affiliate sales anchteécal support, as well as 3-D television right®tw content and cross-promotion. Sony and
IMAX will contribute movies and other content, wiBony providing marketing and advertising and spestsp sales support across the U.S.,
and IMAX contributing a suite of proprietary andgted image enhancement and 3-D technologies.

Our Digital Media business consists of our websited mobile and video-on-demand (“VOD”) servicear @ebsites include network
branded websites such as Discovery.com, TLC.comAaialPlanet.com, and other websites such as Haff¥8orks.com, an online source
of explanations of how the world actually workse&hugger.com, a comprehensive source for “greens neolutions and product
information; and Petfinder.com, a leading pet abopdestination. Together, these websites attraaealverage of more than 22 million
cumulative unique monthly visitors in 2010, accagdto comScore, Inc.

Revenues generated by our Digital Media businesslarived primarily from the sale of display, banmeh media and video
advertising, sponsorships, and subscriber feeadoess to our content.

INTERNATIONAL NETWORKS

Our International Networks segment principally detssof national and pan-regional television nekgotnternational Networks
generated net revenues of $1.3 billion during 20dtich represented 33% of our total consolidatedesenues. This segment generates
revenues primarily from fees charged to operatdrs distribute our networks, which primarily includable and DTH satellite service
providers, and from advertising sold on our televimetworks and websites. Our International Neks@egment also generates revenues
from license and program access fees for our carféen 2010, distribution, advertising and otherereues were 61%, 34% and 5%,
respectively, of total net revenues for this segmen

At December 31, 2010, International Networks optatver 130 unique distribution feeds in over 4@leages with channel feeds
customized according to language needs and adugriales opportunities. International Networks ewend operates a portfolio of television
networks, led by Discovery Channel and Animal Plawaich are distributed in virtually every payseision market in the world through an
infrastructure that includes operational centersandon, Singapore and Miami. In 2010, we begarirtte¥national rollout of TLC as a
female-targeted global flagship, which was launcimealver 30 countries and territories in Europe Asdh, with additional launches planned
for 2011. In November 2010, we acquired the remaii0% ownership interest in substantially allhe international Animal Planet and Liv
(formerly People + Arts) networks from venture partBBC Worldwide for $152 million, giving us 1008#nership of these networks and
greater flexibility to further refine these brartdsoroaden their appeal and expand viewership.i®usly, these networks were operated as 50-
50 ventures between us and BBC Worldwide.
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Subsequent to this transaction, we wholly own gmefate most of our international television netvgagkcept for certain networks in Japan
and Canada, which are operated by ventures walkegfically important local partners.

Through December 31, 2010, International Networ&gional operations reported into four regions:tehiKingdom (*U.K.”); Europe
(excluding the U.K.), Middle East and Africa ("EMEJ Asia-Pacific; and Latin America. Effective Jaary 1, 2011, International Networks
reporting structure was realigned into the follogvfour regions: Western Europe, which includesUti€. and western European countries;
Central and Eastern Europe, Middle East and Afft@EEMEA”); Latin America; and Asia-Pacific.

International television markets vary in their ga@f development. Some, such as Western Europey@re advanced digital multi-
channel television markets, while others remaith@analog environment with varying degrees of stweent from operators in expanding
channel capacity or converting to digital. In deygéhg pay television markets, we expect advertisevggnue growth will result primarily fro
subscriber growth, our localization strategy arelghift of advertising spending from broadcastdg felevision. In relatively mature marke
such as Western Europe, the growth dynamic is éhgntncreased market penetration and distribusi@unlikely to drive rapid growth in
those markets. Instead, growth in advertising salBs€ome from increasing viewership and adventispricing on our existing pay television
networks and launching new services, either intplgvision or free television environments.

Our International Networks segment owns and opsita following television networks.

International

Subscribers
Network (millions)
Discovery Channel 20€
Animal Planet 154
Discovery Science¢ 59
TLC 52
Discovery Home & Health 41
Discovery Kids 33
Investigation Discovery 14
HD Services 16

International Networks also distributes specialinetivorks developed for individual regions and negsko 226 million cumulative
subscribers, which include such networks as RaakTiTurbo and Discovery World; Discovery HistorjieH and Quest in the U.K;
Discovery Civilization and Liv in Latin America. laddition, International Networks distributes twgeBish-language networks in the U.S.,
Discovery en Espafiol and Discovery Familia, whighdistributed to 11 million cumulative subscribers

Our International Networks segment also includdgs/ak branded websites. Revenues generated byrémeléd websites are derived
from the sale of display, banner, rich media ami#@iadvertising and sponsorships.

On September 1, 2010, we sold our Antenna Audiinlass for net cash proceeds of $24 million, whisuited in a $9 million gain, net
of taxes. Antenna Audio provides audio, multimeatia mobile tours for museums, exhibitions, histsiies and visitor attractions around the
world.

EDUCATION AND OTHER

Our Education and Other segment primarily incluthessale of curriculunipased product and service offerings and postpraxtuatdic
services. Education and Other generated net resesfu153 million during 2010, which represented d@f6ur total consolidated net
revenues. This segment generates revenues frororgulzns charged to public and private K-12 sckdol access to an online VOD service
that includes a suite of curriculum-based toolsdsht assessment and professional developmentegrpiublication of hardcopy curriculum-
based content and postproduction audio services.

CONTENT DEVELOPMENT

Our content development strategy is designed tease viewership, maintain innovation and quaéigdership, and provide value for
our network distributors and advertising custom8rghstantially all content is sourced from a widege of third-party producers, which
includes some of the world’s leading nonfictionguwotion companies with which we have developed {stamding
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relationships, as well as independent producers p@duction arrangements fall into three categofieoduced, coproduced and licensed.
Substantially all produced content includes progrémg which we engage third parties to develop awdipce while we retain editorial
control and own most or all of the rights in excharfior paying all development and production caStgroduced content refers to programs
for which we collaborate with third parties to firv@e, develop and distribute while we retain siguaifit rights to exploit the programs. The
rights retained by us are generally in proportmihie total project costs we pay or incur, whichegally ranges from 35% to 75% of the total
project cost. Coproduced programs are typicallyagst projects for which neither we nor our cogueers wish to bear the entire cost or
productions in which the producer has already takean international broadcast partner. Licensedect is comprised of films or series that
have been previously produced by third parties.

Our International Networks segment maximizes threeafshared programming from our U.S. Networks sagniMuch of our content
tends to be culturally neutral and maintains itsvance for an extended period of time. As a resudignificant amount of our programming
translates well across international borders amadde even more accessible through extensive ubabding and subtitles in local languag
Our programming can be re-edited and updated osteffective manner to provide topical versionsulfject matter that can be utilized
around the world. We also provide local programnitmag is tailored to individual market preferenoghjch is typically produced through
third-party production companies.

REVENUES

We generate revenues principally from: (i) feesrgld to operators who distribute our networks, Whgdmarily include cable and
DTH satellite service providers, (ii) advertisingjdson our networks, websites and other digital imeérvices, and (iii) other transactions,
including curriculum-based products and servicHgiage and advertising sales representation sexvior third-party networks, content
licenses, postproduction audio services, and temdiing of our brands for consumer products. Nglsioustomer represented more than 10%
of our total consolidated revenues for 2010, 2002098.

Distribution

Typically, our television networks are aired pursiu® multi-year carriage agreements with cablevision operators, DTH satellite
service providers and other television distributdisese carriage agreements generally providehéotetvel of carriage our networks will
receive, such as channel placement and packagsioicl(whether on more widely distributed, brogaeekages or lesser-distributed,
specialized packages), and for scheduled, andlicable, graduated annual rate increases forgdaisto us. The amount of fees that we earn
is largely dependent on the number of subscriltersreceive our networks as well as competitionthedjuality and quantity of
programming that we can provide. As an incentivelitain long-term distribution agreements for oewer networks, we may make cash
payments to distributors to carry the network (el incentives”), provide the channel to the disttor for free for a predetermined length of
time, or both. We have contracts with distributi@gresenting most cable and satellite service gassiaround the world, including the larg
operators in the U.S. and major international ifigtors. In the U.S., over 90% of distribution reues come from the top 10 distributors, \
whom we have agreements that expire at variousstim2012 through 2020. Outside of the U.S., Ieas 50% of distribution revenue comes
from the top 10 distributors. Distribution fees &ypically collected ratably throughout the year.

Advertising

Our advertising revenues consist of consumer aiduggt which is sold primarily on a national baisithe U.S. and on a pan-regional or
local-language feed basis outside the U.S. Advmegisontracts generally have terms of one yeaess.|

In the U.S., advertising revenues are a functiothefsize and demographics of the audience detiyeuaantitative and qualitative
characteristics of the audience of each netwokptirceived quality of the network and of the pattir programming, the brand appeal of
network and ratings as determined by third-parsgaech companies such as Nielsen Media Researalelleass overall advertiser demand in
the marketplace. We sell advertising time in bo#apfront and scatter markets. In the upfront miakdvertisers buy advertising time for
upcoming season, and by purchasing in advance) téteive discounted rates. In the scatter maakivgrtisers buy advertising time close to
the time when the commercials will be run, androftay a premium. The mix between the upfront attascmarkets is based upon a number
of factors such as pricing, demand for advertisimg and economic conditions.

Outside the U.S., advertising is sold based orefrate for the spot in certain markets and sakkt on viewership in other markets.
Advertisers buy advertising time closer to the tiwteen the commercials will be run.

Revenues from advertising are subject to seaspnaldrket-based variations, and general econonmditions. Advertising revenue is
typically highest in the second and fourth quartBevenues can also fluctuate due to the populafiparticular programs
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and viewership ratings. In some cases, advertsates are subject to ratings guarantees that tiypreguire us to provide additional
advertising time if the guaranteed audience leasdsnot achieved.

We also generate revenues from the sale of adivgridm our online properties. We sell advertisimgooir websites both on a stand-
alone basis and as part of advertising packagésowit television networks.

Other

Subscriptions to our curriculum-based streamingises are primarily sold at the beginning of eacosl year as school budgets are
appropriated and approved. Substantially all reesrderived from the subscription agreements axggrezed ratably over the school year.

Revenues from postproduction audio services amgrézed using the milestone method.

COMPETITION

Television network programming is a highly compegitbusiness in the U.S. and worldwide. We expegerompetition in the
development and acquisition of content, for théritistion of our programming, for the selling oframercial time on our networks, and for
viewers. Our networks compete with studios, teievimetworks, and other forms of media such as D¥& the internet for the acquisition
of programming and creative talent such as writgrsducers and directors. Our ability to produce acquire popular programming is an
important competitive factor for the distributiohaur networks, attracting viewers and the saleasmmercial time. Our success in securing
popular programming and creative talent dependgoinus factors such as the number of competitargiging programming that targets the
same genre and audience, the distribution of owvarks, viewership, and the price, production, netirhg and advertising support we
provide.

Our networks compete with other television netwpiksluding broadcast, cable and local, for therittistion of our programming and
fees charged to cable television operators, DTHIIgatservice providers and other distributors thery our network programming. Our
ability to secure distribution agreements is neagst ensure the effective distribution of netwprkgramming to our audiences. Our
contractual agreements with distributors are reesvegenegotiated from time to time in the ordinaoyrse of business. Growth in the
number of networks distributed, consolidation atiteomarket conditions in the cable and satellig¢rithution industry, and other platforms
may adversely affect our ability to obtain and ntaiim contractual terms for the distribution of guogramming that is as favorable as those
currently in place. The ability to secure distribntagreements is dependent upon the productiguiisiton and packaging of original
programming, viewership, the marketing and adviedisupport and incentives provided to distributarsd the prices charged for carriage.

Our networks and websites compete for the salelwérdising with other television networks, inclugibroadcast, cable and local, on
and mobile outlets, radio programming and print ime@ur success in selling advertising is a functbthe size and demographics of our
viewers, quantitative and qualitative charactersstif the audience of each network, the perceiwvedity of the network and of the particular
programming, the brand appeal of the network atidgsa as determined by third-party research congsamirices charged for advertising and
overall advertiser demand in the marketplace.

Our networks and websites also compete for thajetsaudiences with all forms of programming artteoimedia provided to viewers,
including broadcast, cable and local networks, parsview and video-on-demand services, DVDs, ordictivities and other forms of news,
information and entertainment.

Our education business also operates in highly etgithge industries, which competes with other pd&rs of curriculunbased product
to schools, including providers with long-standietationships, such as Scholastic. Our postprodu@iidio services business competes with
other production and in-house sound companies.
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INTELLECTUAL PROPERTY

Our intellectual property assets principally inauzbpyrights in television programming, websited ather content, trademarks in
brands, names and logos, domain names and licehs#sllectual property rights of various kinds.

We are fundamentally a content company and thegtion of our brands and content are of primaryadrtgnce. To protect our
intellectual property assets, we rely upon a comufam of copyright, trademark, unfair competitiorade secret and Internet/domain name
statutes and laws and contract provisions. Howekere can be no assurance of the degree to whesie tmeasures will be successful in any
given case. Moreover, effective intellectual prap@rotection may be either unavailable or limiteatertain foreign territories. Policing
unauthorized use of our products and serviceseated intellectual property is often difficult atite steps taken may not always prevent the
infringement by unauthorized third parties of autellectual property. We seek to limit that thrsmbugh a combination of approaches.

Third parties may challenge the validity or scopeur intellectual property from time to time, asdch challenges could result in the
limitation or loss of intellectual property rightstespective of their validity, such claims maguét in substantial costs and diversion of
resources which could have an adverse effect oopenations. In addition, piracy, which encompasssh the theft of our signal and
unauthorized use of our programming, includinghia dligital environment, continues to present aatt® revenues from products and
services based on intellectual property.

REGULATORY MATTERS

Our businesses are subject to and affected byatgus of U.S. federal, state and local governraettorities, and our international
operations are subject to laws and regulationsc#llcountries and international bodies such ag&thepean Union. Programming networks,
such as those owned by us, are regulated by therddgdommunications Commission (“FCC”) in certadspects if they are affiliated with a
cable television operator. Other FCC regulatiofiepagh imposed on cable television operators anellge operators, affect programming
networks indirectly. The rules, regulations, pasand procedures affecting our businesses aréactigssubject to change. These
descriptions are summary in nature and do not putpalescribe all present and proposed laws agualagons affecting our businesses.

Program Access

The FCC'’s program access rules prevent a satedllie programming vendor in which a cable operia&sran “attributable” ownership
interest under FCC rules, such as those owned ,dyaus entering into exclusive contracts for pragraing with a cable operator and from
discriminating among competing multichannel videogpamming distributors (“MVPDs") in the price, tes and conditions for the sale or
delivery of programming. These rules also permitRDs to initiate complaints to the FCC against paagsuppliers if an MVPD claims it is
unable to obtain rights to programming on nondiegratory terms.

“Must-Carry”/Retransmission Consent

The Cable Television Consumer Protection and CoitiqgrefAct of 1992 (the “Act”) imposed “must-carryggulations on cable syster
requiring them to carry the signals of most localduicast television stations in their market. Oilroadcast satellite (‘DBS”) systems are
also subject to their own must-carry rules. The Bd@plementation of “must-carry” obligations recgg cable operators and DBS providers
to give broadcasters preferential access to chapagle. This reduces the amount of channel spateéstavailable for carriage of our
networks by cable operators and DBS providers.Attealso established retransmission consent, wigfdrs to a broadcaster’s right to
require consent from MVPDs before distributingsitgnal to their subscribers. Broadcasters havétimadlly used the resulting leverage from
demand for their must-have broadcast programmirgptain carriage for their affiliated cable netwarkncreasingly, broadcasters are
additionally seeking substantial monetary compéasdor granting carriage rights for their must-edwoadcast programming. Such
increased financial demands on distributors redliegorogramming funds available for independengmmmers not affiliated with
broadcasters, such as us.

Closed Captioning and Advertising Restrictions on @ildren’s Programming

Certain of our networks must provide closed-captigrof programming for the hearing impaired, and pogramming and websites
intended primarily for children 12 years of age amder must comply with certain limits on advertgsi
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Regulation of the Internet
We operate several websites which we use to dig&iimformation about and supplement our programasta offer consumers the

security of personally identifiable user informatiand acquisition of personal information from dhéin under 13, including the federal Child
Online Protection Act and the federal Controllihg fAssault of Non-Solicited Pornography and Marige#ct. In addition, a majority of
states have enacted laws that impose data seandtgecurity breach obligations. Additional federadl state laws and regulations may be
adopted with respect to the Internet or other endiervices, covering such issues as user privadg, safety, data security, advertising,
pricing, content, copyrights and trademarks, acbggsersons with disabilities, distribution, taxetiand characteristics and quality of
products and services. In addition, to the extembifer products and services to online consumetsiae the U.S., the laws and regulations
of foreign jurisdictions, including, without limitn, consumer protection, privacy, advertisingad&tention, intellectual property, and
content limitations, may impose additional compti@ambligations on us.

EMPLOYEES

As of December 31, 2010, we had approximately 4gt@ployees, including full-time and part-time enyges of our wholly-owned
subsidiaries and consolidated ventures. There apeoximately 250 personnel at our postproductiati@services business subject to
collective bargaining agreements. There are neagfiievances, strikes or work stoppages and weusebur relations with our union and
non-union employees are strong. We do not beliadisfaute with employees subject to collective barigg agreements would have a
material adverse effect on our business.

AVAILABLE INFORMATION

All of our filings with the U.S. Securities and Ehange Commission (the “SEC"), including reportsFamm 10-K, Form 10-Q and
Form 8-K, and all amendments to such filings arlable free of charge at the investor relatiortiea of our website,
www.discoverycommunications.com, as soon as reddppaactical after such material is filed with, farnished to, the SEC. Our annual
report, corporate governance guidelines, code sifless conduct and ethics, audit committee chaenpensation committee charter, and
nominating and corporate governance committee ehare also available on our website. In additiea will provide a printed copy of any
these documents, free of charge, upon written itcateInvestor Relations, Discovery Communicatjdns., 850 Third Avenue, 8th Floor,
New York, NY 1002-7225. The information contained on our websitedspart of this Annual Report on Form 10-K andads incorporated
by reference herein.

ITEM 1A. Risk Factors.

Investing in our securities involves risk. In adfitto the other information contained in this repgou should consider the following
risk factors before investing in our securities.

Our business could be adversely affected by an eaomic downturn.

Any economic downturn in the U.S. and in other oegiof the world in which we operate could adversdiect demand for any of our
businesses, thus reducing our revenues and earilifggderive substantial revenues from the sal@eérdising on our networks.
Expenditures by advertisers tend to be cyclicdllecéng overall economic conditions, as well asi@peting and buying patterns. The current
economic conditions and any continuation of theseeese conditions may adversely affect the econ@muspects of advertisers and could
alter current or prospective advertisers’ spengingrities. A decrease in advertising expenditwesild have an adverse effect on our
business. The decline in economic conditions hgmated consumer discretionary spending. A contimaddction in consumer spending r
impact pay television subscriptions, particuladythe more expensive digital service tiers, whichld lead to a decrease in our distribution
fees and may reduce the rates we can charge fertésing.

Our success is dependent upon U.S. and foreign aedce acceptance of our programming and other entaainment content, which is
difficult to predict.

The production and distribution of pay televisiangrams and other entertainment content are intignésky businesses because the
revenue we derive and our ability to distribute comtent depend primarily on consumer tastes agféi@nces that often change in
unpredictable ways. Our success depends on oltydbikconsistently create and acquire contentgnegramming that meet the changing
preferences of viewers in general, viewers in speaterest groups, viewers in specific demographtegories and viewers in various
international marketplaces. The commercial sucaéssir programming and other content also depepds the quality and acceptance of
competing programs and other content availableerapplicable marketplace at the same time. O#wtoffs, including the availability of
alternative forms of entertainment and leisure tantvities, general economic conditions, piracy,
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digital and on-demand distribution and growing cetitipn for consumer discretionary spending mayp alffect the audience for our content.
Audience sizes for our media networks are critiaators affecting both (i) the volume and pricirfgadvertising revenue that we receive, and
(i) the extent of distribution and the licensedaee receive under agreements with our distribut@omsequently, reduced public acceptance
of our entertainment content may decrease our aceishare and adversely affect all of our revetneams.

The loss of our affiliation agreements, or renewalwith less advantageous terms, could cause our reuee to decline.

Because our networks are licensed on a wholesals teadistributors such as cable and satelliteaipes which in turn distribute them
to consumers, we are dependent upon the maintepdadiiation agreements with these operatorsegehaffiliation agreements generally
provide for the level of carriage our networks wilteive, such as channel placement and programpaickage inclusion (widely distributed,
broader programming packages compared to lesgebdied, specialized programming packages), angdgment of a license fee to us
based on the number of subscribers that receivaeturorks. These per-subscriber payments reprassighificant portion of our revenue.
Our affiliation agreements generally have a limiteisn which varies from market to market and frastrébutor to distributor, and there can
be no assurance that these affiliation agreemeiiteemenewed in the future, or renewed on ternad aire as favorable to us as those in effect
today. A reduction in the license fees that weikecper subscriber or in the number of subscrib@rsvhich we are paid, including as a result
of a loss or reduction in carriage for our netwodauld adversely affect our distribution revenBach a loss or reduction in carriage could
also decrease the potential audience for our pnogithereby adversely affecting our advertising nenee

Consolidation among cable and satellite operatassgiven the largest operators considerable leedratheir relationships with
programmers, including us. In the U.S., over 90%uwfdistribution revenues come from the top 1@ritiistors. We currently have
agreements in place with the major U.S. cable atellgée operators which expire at various timegibeing in 2012 through 2020. A failure
to secure a renewal or a renewal on less favotalies may have a material adverse effect on ouftsesf operations and financial position.
Our affiliation agreements are complex and indigitlunegotiated. If we were to disagree with on@wff counterparties on the interpretation
of an affiliation agreement, our relationship wiitlat counterparty could be damaged and our busowsgd be negatively affected. In
addition, many of the international countries agwlitories in which we distribute our networks alsove a small number of dominant
distributors. Continued consolidation within thelurstry could further reduce the number of distibsitavailable to carry our programming
and increase the negotiating leverage of our bistiors which could adversely affect our revenue.

We operate in increasingly competitive industries.

The entertainment and media programming indusimieghich we operate are highly competitive. We cetepwith other programming
networks for distribution, viewers, and advertisikige also compete for viewers with other forms efdia entertainment, such as home vit
movies, periodicals and online and mobile actisiti@ particular, websites and search engines se@p significant advertising growth, a
portion of which is derived from traditional calrletwork and satellite advertisers. In additionréheas been consolidation in the media
industry and our competitors include market pgptiais with interests in multiple media businesseiElvare often vertically integrated. Our
online businesses compete for users and advertisithg enormously broad and diverse market of iinernet-delivered services. Our
commerce business competes against a wide rarggargfetitive retailers selling similar products. @urriculum-based video business
competes with other providers of education prodtechools. Our ability to compete successfullyedels on a number of factors, including
our ability to consistently supply high quality apdpular content, access our niche viewership afighealing category-specific programming,
adapt to new technologies and distribution platfoand achieve widespread distribution. There camob@ssurance that we will be able to
compete successfully in the future against existingew competitors, or that increasing competitiglhnot have a material adverse effect
our business, financial condition or results ofragiens.

Our business is subject to risks of adverse laws dmegulations, both domestic and foreign.

Programming services like ours, and the distritgutdrour services, including cable operators, begeperators and other MVPDs, are
highly regulated by U.S. federal laws and regutaissued and administered by various federal aggriacluding the FCC, as well as by
state and local governments, in ways that affextily conduct of our video programming busin&ee the discussion under “Business —
Regulatory Matters” above. The U.S. Congress, tB€ Bnd the courts currently have under consideratind may in the future adopt, new
laws, regulations and policies regarding a wideepaiof matters that could, directly or indirectbffect the operations of our U.S. media
properties or modify the terms under which we offer services and operate. For example, any chandghs laws and regulations that
govern the services or signals that are carriecdlye television operators
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or our other distributors may result in less cayafcir other programming services, such as our astg; which could adversely affect our
revenue.

Similarly, the foreign jurisdictions in which ouetworks are offered have, in varying degrees, lamgsregulations governing our
businesses. Programming businesses are subjegutation on a country by country basis. Changesgdnlations imposed by foreign
governments could also adversely affect our businmesults of operations and ability to expandaperations beyond their current scope.

Increased programming production and content costsay adversely affect our results of operations anfinancial condition.

One of our most significant areas of expense ipthduction and licensing of content. In connectioth creating original content, we
incur production costs associated with, among dthiags, acquiring new show concepts and retainmegtive talent, including writers and
producers. The costs of producing programming lysrerally increased in recent years. These costordinue to increase in the future,
which may adversely affect our results of operatiand financial condition. Costs associated with rogramming, both in production and
in distribution, are expected to be significantigtrer than those for both standard and HD telemjsichich may adversely affect our result:
operation and financial condition.

Disruption or failure of satellites and facilities,and disputes over supplier contracts on which weapend to distribute our
programming, could adversely affect our business.

We depend on transponders on satellite systemnartenhit our media networks to cable television afmes and other distributors
worldwide. The distribution facilities include upks, communications satellites and downlinks. Wiaiobsatellite transponder capacity
pursuant to long-term contracts and other arrangesmeith third-party vendors, which expire at vasdimes through 2022. Even with back-
up and redundant systems, transmissions may hgptkst as a result of local disasters or other ¢mmdi that may impair on-ground uplinks
or downlinks, or as a result of an impairment shgellite. Currently, there are a limited numbec@ihmunications satellites available for the
transmission of programming. If a disruption otfeg occurs, we may not be able to secure altedfiatebution facilities in a timely manner,
which could have a material adverse effect on asirtess and results of operations.

We must respond to and capitalize on rapid changés new technologies and distribution platforms, intuding their effect on consume
behavior, in order to remain competitive and expldi new opportunities.

Technology in the video, telecommunications an@ datvices industry is changing rapidly. We mustpado advances in technologies,
distribution outlets and content transfer and gfert ensure that our content remains desirablevéaely available to our audiences while
protecting our intellectual property interests. Way not have the right, and may not be able torsete right, to distribute some of our
licensed content across these, or any other, natfiophs and must adapt accordingly. The abilitanticipate and take advantage of new and
future sources of revenue from these technologieaélopments will affect our ability to expand dwsiness and increase revenue.

Similarly, we also must adapt to changing consubeéavior driven by technological advances suclnas $hifts and a desire for more
interactive content. Devices that allow consumengiéw our entertainment content from remote lanaior on a time-delayed basis and
technologies which enable users to fast-forwarskgr advertisements may cause changes in audiefaior that could affect the
attractiveness of our offerings to advertisers enad therefore adversely affect our revenue. Ifcamnot ensure that our content is respot
to the viewing preferences of our target audierrgscapitalize on technological advances, ther&dmeia negative effect on our business.

We continue to develop new products and servicesrfevolving markets. There can be no assurance oféhsuccess of these efforts due
to a number of factors, some of which are beyond owontrol.

There are substantial uncertainties associatedomitkefforts to develop new products and servioegvolving markets, and substantial
investments may be required. Initial timetablestifar introduction and development of new produnts gervices may not be achieved, and
price and profitability targets may not prove féxdesi External factors, such as the developmenbofpetitive alternatives, rapid technological
change, regulatory changes and shifting markeepeates, may cause new markets to move in unaattcigirections.
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Risks associated with our international operationgould harm our financial condition.

Our networks are offered worldwide. Inherent ecoiromsks of doing business in international markatdude, among other things,
longer payment cycles, foreign taxation and curyemachange risk. As we continue to expand the giomiof our products and services to
international markets, we cannot assure you whéfiese risks and uncertainties will harm our ressoltoperations.

Our international operations may also be adversffcted by export and import restrictions, othiadé barriers and acts of disruptions
of services or loss of property or equipment tmataitical to international businesses due to egpation, nationalization, war, insurrection,
terrorism or general social or political unresotrer hostilities.

The loss of key talent could disrupt our businessral adversely affect our revenue.

Our business depends upon the continued efforiltjesband expertise of our corporate and divisioexecutive teams and
entertainment personalities. We employ or contnaiit entertainment personalities who may have leyaliences. These individuals are
important to audience endorsement of our progrardsother content. There can be no assurance #s thdividuals will remain with us or
retain their current audiences. If we fail to retkey individuals or if our entertainment persotiedi lose their current audience base, our
operations could be adversely affected.

Piracy of our entertainment content, including digtal piracy, may decrease revenue received from oygrogramming and adversely
affect our business and profitability.

The success of our business depends in part oabdlity to maintain the intellectual property right our entertainment content. We
fundamentally a content company and piracy of sants, DVDs, cable television and other programmitigjtal content and other
intellectual property has the potential to sigrfily adversely affect us. Piracy is particulantgyalent in many parts of the world that lack
copyright and other protections similar to existiag in the U.S. It is also made easier by techgickl advances allowing the conversion of
programming into digital formats, which facilitatése creation, transmission and sharing of higHityuanauthorized copies. Unauthorized
distribution of copyrighted material over the Imtet is a threat to copyright owners’ ability to f@ct and exploit their property. The
proliferation of unauthorized use of our contenyrhave an adverse effect on our business and g@bdfiy because it reduces the revenue
we potentially could receive from the legitimatéesand distribution of our content.

Financial market conditions may impede access to ancrease the cost of financing our operations aniehvestments.

The recent changes in U.S. and global financialeandty markets, including market disruptions agtitening of the credit markets,
may make it more difficult for us to obtain finangifor our operations or investments or increasectist of obtaining financing. In addition,
our borrowing costs can be affected by short andterm debt ratings assigned by independent ratieg@gs which are based, in signific
part, on our performance as measured by crediticaetuch as interest coverage and leverage ratilmsy rating could increase our cost of
borrowing or make it more difficult for us to ohteuture financing.

Substantial leverage and debt service obligationsay adversely affect us.

As of December 31, 2010, we had approximately $8lién of consolidated debt, including capital $es. Our substantial level of
indebtedness increases the possibility that we lmaynable to generate cash sufficient to pay whientle principal of, interest on, or other
amounts due with respect to our indebtedness.ditiad, we have the ability to draw down our revnty credit facility in the ordinary cours
which would have the effect of increasing our ingelbess. We are also permitted, subject to cemainictions under our existing
indebtedness, to obtain additional long-term debit\aorking capital lines of credit to meet futuigaincing needs. This would have the effect
of increasing our total leverage.
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Our substantial leverage could have significantatigg consequences on our financial condition &sdlts of operations, including:

e impairing our ability to meet one or more of thedincial ratio covenants contained in our debt agesds or to generate cash
sufficient to pay interest or principal, which cduksult in an acceleration of some or all of autstanding debt in the event tha
uncured default occur

» increasing our vulnerability to general adverseneooic and market condition
» limiting our ability to obtain additional debt ogeity financing;

* requiring the dedication of a substantial portidiowr cash flow from operations to service our d#ireby reducing the amount
of cash flow available for other purpos

* requiring us to sell debt or equity securitiesamsell some of our core assets, possibly on unédblerterms, to meet payment
obligations;

« limiting our flexibility in planning for, or reaatig to, changes in our business and the marketgichwve compete; ar

» placing us at a possible competitive disadvantaitfe less leveraged competitors and competitorsriet have better access to
capital resource!

Restrictive covenants in the loan agreements for ouevolving credit facility could adversely affectour business by limiting flexibility.

The loan agreement for our revolving credit fagiibntains restrictive covenants, as well as regouénts to comply with certain
leverage and other financial maintenance testss& hevenants and requirements could limit our tgtiihi take various actions, including
incurring additional debt, guaranteeing indebtedreasl engaging in various types of transactiormddting mergers, acquisitions and sales of
assets. These covenants could place us at a digadeacompared to some of our competitors, who maag fewer restrictive covenants and
may not be required to operate under these raestrictFurther, these covenants could have an agledfiesct on our business by limiting our
ability to take advantage of financing, mergers aoguisitions or other opportunities.

We are a holding company and could be unable in thieiture to obtain cash in amounts sufficient to serice our financial obligations or
meet our other commitments.

Our ability to meet our financial obligations artth@r contractual commitments will depend upon dailitg to access cash. We are a
holding company, and our sources of cash includeeailable cash balances, net cash from the apgrattivities of our subsidiaries, any
dividends and interest we may receive from our stments, availability under any credit facilitiét we may obtain in the future and
proceeds from any asset sales we may undertake fiuture. The ability of our operating subsidiarimcluding Discovery Communications,
LLC, to pay dividends or to make other paymentadwances to us will depend on their individual epieg results and any statutory,
regulatory or contractual restrictions, includimgtrictions in our credit facility, to which theyaymbe or may become subject.

Our directors overlap with those of Liberty Media Corporation and certain related persons of Advance/Bwhouse, which may lead to
conflicting interests.

Our eleven-person board of directors includes thereons who are currently members of the boadire€tors of Liberty Media
Corporation (“Liberty”), including John C. Malontlye Chairman of the board of Liberty, three perashe are currently members of the
board of directors of Liberty Global, Inc. (“LibgrGlobal”), also including Mr. Malone, who is Chaian of the board of Liberty Global, and
three designees of Advance/Newhouse, including Rdb&liron, who was the Chairman of Advance/Newd®until December 31, 2010,
and Steven A. Miron, the Chief Executive OfficerAafvance/Newhouse. Both Liberty and the parent comgf Advance/Newhouse own
interests in a range of media, communications aterg&inment businesses. Liberty does not own migyést in us. Mr. Malone beneficially
owns stock of Liberty representing approximatelya3df the aggregate voting power of its outstanditogk, owns shares representing
approximately 42% of the aggregate voting powedribérty Global and owns shares representing apprately 23% of the aggregate voting
power (other than with respect to the electiorhef¢dommon stock directors) of our outstanding stk Malone controls approximately
31% of our aggregate voting power relating to tleeteon of the eight common stock directors, assgnthat the preferred stock awarded by
Advance/Newhouse has not been converted into sbamg common stock. Those of our directors whealso directors of Liberty or
Liberty Global own Liberty or Liberty Global sto@nd stock incentives and own our stock and stocéritives. Advance/Newhouse will el
three directors annually for so long as it ownpec#fied minimum amount of our Series A convertipiteferred stock, and two of its directors
are its former Chairman, Robert J. Miron, and itse€EExecutive Officer, Steven A. Miron. The Advaidewhouse Series A convertible
preferred stock, which votes with our common stoglall matters other than the election of diregtoepresents approximately 26% of the
voting power of our outstanding shares. The S&iesnvertible preferred stock also grants AdvanesyNouse consent rights over a range of
our corporate actions, including fundamental charigeur business, the issuance
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of additional capital stock, mergers and businesshinations and certain acquisitions and dispositidhese ownership interests and/or
business positions could create, or appear toegrpatential conflicts of interest when these imdlinals are faced with decisions that could
have different implications for us, Liberty, LibgiGlobal, and/or Advance/Newhouse. For examplegthgay be the potential for a conflict
interest when we, on the one hand, or Liberty, ttip&lobal, and/or Advance/Newhouse, on the otlardh look at acquisitions and other
corporate opportunities that may be suitable ferdther.

The members of our board of directors have fidyciuties to our stockholders. Likewise, those pesswho serve in similar capacities
at Liberty, Liberty Global, or Advance/Newhouse &diduciary duties to those companies. Therefarehpersons may have conflicts of
interest or the appearance of conflicts of intewg#it respect to matters involving or affecting bhoéspective companies. Although the terms
of any transactions or agreements will be estafdidiased upon negotiations between employees ebthpanies involved, there can be no
assurance that the terms of any transactions wildbfavorable to us or our subsidiaries as woellthe case where the parties are at arms’
length.

We may compete with Liberty for business opportuniies.

Liberty owns interests in various U.S. and inteioral programming companies that have subsididinasown or operate domestic or
foreign programming services that may compete thighprogramming services we offer. We have no sigihtespect of U.S. or international
programming opportunities developed by or presetddlle subsidiaries or Liberty, and the pursuithefse opportunities by such subsidiaries
may adversely affect our interests and those oktaakholders. Because we and Liberty have oveitgpgirectors, the pursuit of business
opportunities may serve to intensify the confliotsnterest or appearance of conflicts of intefasted by the respective management teams.
Our charter provides that none of our directorsfticers will be liable to us or any of our subsides for breach of any fiduciary duty by
reason of the fact that such individual direct®iporate opportunity to another person or entitgl(iding Liberty), for which such individual
serves as a director or officer, or does not refaommunicate information regarding such corpoogigortunity to us or any of our
subsidiaries, unless (x) such opportunity was esgdyeoffered to such individual solely in his or leapacity as a director or officer of us or
any of our subsidiaries and (y) such opportunitgtes to a line of business in which we or anywf subsidiaries is then directly engaged.

The personal educational media, lifelong learningand travel industry investments by John S. Hendrick, a common stock director an
our Founder, may conflict with or compete with ourbusiness activities.

Our Founder, John S. Hendricks, manages his noteiésy, personal business investments through Heksdinvestment Holdings
LLC (“HIH"), a Delaware limited liability companyfavhich he is the sole owner and member. HIH owtraeel club and travel-related
properties including a resort in Gateway, Coloradth plans to create a learning academy for guéstsincludes online and advanced media
offerings in the area of informal and lifelong leg. Certain video productions and offerings a$ ticademy may compete with our
educational media offerings. We and the academyenéggr into a business arrangement for the offesfrmur video products for sale by the
academy and/or for the joint-production of new eddiomal media products or coproduction agreememtpriogramming to be aired on our
networks, such as the Curiosity series.

Through HIH, Mr. Hendricks owns a number of busines interests in the automotive field, some of whichre involved in programming
offered by us, in particular the “Turbo” programmin g series.

From time to time, HIH or its subsidiaries may enit¢o transactions with us or our subsidiariegh8ugh the terms of any such
transactions or agreements will be establisheddbagen negotiations between employees of the corapamvolved, there can be no
assurance that the terms of any such transactidinsenas favorable to us or our subsidiaries asld/de the case where the parties are at
arms’ length.
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It may be difficult for a third party to acquire us, even if doing so may be beneficial to our stockiders.

Certain provisions of our charter and bylaws magdirrage, delay or prevent a change in controlaistdckholder may consider
favorable. These provisions include the following:

» authorizing a capital structure with multiple ser@ common stock: a Series B that entitles thddrslto ten votes per share, a
Series A that entitles the holders to one votespare and a Series C that, except as otherwiseeddyy applicable law, entitles
the holders to no voting right

» authorizing the Series A convertible preferred lstwith special voting rights, which prohibits usiin taking any of the following
actions, among others, without the prior appro¥ahe holders of a majority of the outstanding sisasf such stocl

. increasing the number of members of the Board oéddors above 1:

. making any material amendment to our charter caeg]

. engaging in a merger, consolidation or other bissim®mbination with any other enti
. appointing or removing our Chairman of the Boaradwor CEO;

e authorizing the issuance of “blank chegleferred stock, which could be issued by our bo&mdirectors to increase the numbe
outstanding shares and thwart a takeover atte

» classifying our common stock directors with staggethree year terms and having three directorsesldry the holders of the
Series A convertible preferred stock, which maygteen the time required to gain control of our looafrdirectors

» limiting who may call special meetings of stocktevist

» prohibiting stockholder action by written consesulfject to certain exceptions), thereby requiritogleholder action to be taken at
a meeting of the stockholde

» establishing advance notice requirements for notioing of candidates for election to our board oédiors or for proposing
matters that can be acted upon by stockholdetséltslder meetings

» requiring stockholder approval by holders of aste20% of our voting power or the approval by aster5% of our board of
directors with respect to certain extraordinaryterat such as a merger or consolidation, a sad#l of substantially all of our
assets or an amendment to our cha

* requiring the consent of the holders of at lea8 @ the outstanding Series B common stock (vatie@ separate class) to certain
share distributions and other corporate actionghith the voting power of the Series B common swwokld be diluted by, for
example, issuing shares having multiple votes paresas a dividend to holders of Series A commacksiand

» the existence of authorized and unissued stockhwli@uld allow our board of directors to issue shdoepersons friendly to
current management, thereby protecting the conyirafiour management, or which could be used tatelithe stock ownership of
persons seeking to obtain control of

We have also adopted a shareholder rights plardier do encourage anyone seeking to acquire usgotiate with our board of
directors prior to attempting a takeover. While piten is designed to guard against coercive oriutgatics to gain control of us, the plan n
have the effect of making more difficult or delayiany attempts by others to obtain control of us.

Holders of any single series of our common stock nganot have any remedies if any action by our directrs or officers has an adverse
effect on only that series of common stock.

Principles of Delaware law and the provisions of charter may protect decisions of our board ofaors that have a disparate impact
upon holders of any single series of our commookstdnder Delaware law, the board of directorsédadsity to act with due care and in the
best interests of all of our stockholders, inclgdihe holders of all series of our common stockadiples of Delaware law established in c¢
involving differing treatment of multiple classesseries of stock provide that a board of directwes an equal duty to all common
stockholders regardless of class or series andrimdsave separate or additional duties to anymafistockholders. As a result, in some
circumstances, our directors may be required toenaatecision that is adverse to the holders ofsenies of common stock. Under the
principles of Delaware law referred to above, stmd@ers may not be able to challenge these desisi@mur board of directors is disinteres
and adequately informed with respect to these iesisand acts in good faith and in the honest bia it is acting in the best interests of all
of our stockholders



The exercise by Advance/Newhouse of its registratiaights could adversely affect the market price obur common stock.

Advance/Newhouse has been granted registratiotsraglvering all of the shares of common stock iskuapon conversion of the
convertible preferred held by Advance/Newhouse.akae/Newhouss'preferred stock is currently convertible intorgiseof our Series A al
Series C common stock on a 1-for-1 basis, subjecettain anti-dilution adjustments. The registmatiights, which are immediately
exercisable, are transferrable with the sale osfex by Advance/Newhouse of blocks of shares sgprting 10% or more of the preferred
stock it holds. The exercise of the registratights, and subsequent sale of possibly large amofioisr common stock in the public market,
could materially and adversely affect the markétepof our common stock.
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John C. Malone and Advance/Newhouse each have sifjcéint voting power with respect to corporate mattes considered by our
stockholders.

John C. Malone and Advance/Newhouse beneficially elares of our stock representing approximatedg a8d 26%, respectively, of
the aggregate voting power represented by ourandsig stock (other than voting power relatingite ¢lection of directors). With respect to
the election of directors, Mr. Malone controls appmately 31% of the aggregate voting power retatmthe election of the eight common
stock directors (assuming that the convertiblegreti stock owned by Advance/Newhouse (the “A/Nd?red Stock”) has not been
converted into shares of our common stock). The R/&ferred Stock carries with it the right to desitg the three preferred stock directors to
our board (subject to certain conditions), but wdk vote with respect to the election of the eighinmon stock directors. Also, under the
terms of the A/N Preferred Stock, Advance/Newhdwse special voting rights with respect to certainreerated matters, including material
amendments to the restated charter and bylawsafoedtal changes in our business, mergers and lmikeress combinations, certain
acquisitions and dispositions and future issuan€espital stock. Although there is no stockholdgreement, voting agreement or any sin
arrangement between Mr. Malone and Advance/Newhduysertue of their respective holdings, each af Malone and Advance/Newhouse
likely have significant influence over the outconfeany corporate transaction or other matter sutechito our stockholders.

ITEM 1B. Unresolved Staff Comments
None.

ITEM 2.  Properties.

We own and lease over 1.5 million square feet dfitng space at more than 40 locations throughleeitvtorld, which are utilized in the
conduct of our businesses. In the U.S. alone, we ad lease approximately 597,000 and 850,000 sdeat of building space, respectively,
at 21 locations. Principal locations in the U.Rlude: (i) our world headquarters located at OnecBiery Place, Silver Spring, Maryland,
where approximately 543,000 square feet is usedXecutive offices and general office space byld&. Networks, International Networks,
and Education and Other segments, (ii) generate8pace at 850 Third Avenue, New York, New Yorkere approximately 132,000 square
feet is primarily used for sales by our U.S. Netvgosegment, (iii) general office space and a prodn@nd post production facility located at
8045 Kennett Street, Silver Spring, Maryland, whegsproximately 145,000 square feet is primarilydulsg our U.S. Networks segment,

(iv) general office space and a production and pazduction facility at 1619 Broadway, New York, W& ork, where approximately

85,000 square is used by our Education and Otlyenesat, (v) general office space located at 1010@eSslonica Boulevard, Los Angeles,
California, where approximately 60,000 square fe@trimarily used for sales by our U.S. Networkgmeent, (vi) general office space at 6505
Blue Lagoon Drive, Miami, Florida, where approximigt91,000 square feet is primarily used by ouedmational Networks segment, and

(vii) an origination facility at 45580 Terminal g, Sterling, Virginia, where approximately 53,0¢ifuare feet of space is used to manage the
distribution of domestic network television programg by our U.S. Networks segment.

We also own and lease over 250,000 square feetildlity space at more than 20 locations outsidefJ.S., including the U.K.,
Germany and Singapore.

Each property is considered to be in good conditalequate for its purpose, and suitably utilizecbeding to the individual nature and
requirements of the relevant operations. Our paidp improve and replace property as considepgdagpriate to meet the needs of the
individual operation.

ITEM 3.  Legal Proceedings

We experience routine litigation in the normal cmuof our business. We believe that none of thdipgditigation will have a material
adverse effect on our consolidated financial caowljtfuture results of operations, or liquidity.

ITEM 4. (Removed and Reserved.)
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Executive Officers of Discovery Communications, Inc

Pursuant to General Instruction G(3) to Form 1QHe, information regarding our executive officerguieed by Item 401(b) of
Regulation S-K is hereby included in Part | of tréport.

The following table sets forth the name and dateirth of each of our executive officers and thicefheld by such officer as of

February 8, 2011.

Name

John S. Hendricks
Born March 29, 1952

David M. Zaslav
Born January 15, 1960

Bradley E. Singer
Born July 11, 1966

Peter Liguori
Born July 6, 1960

Mark G. Hollinger
Born August 26, 1959

Adria Alpert-Romm
Born March 2, 1955

Bruce L. Campbell
Born November 26, 1967

Thomas R. Colan
Born July 21, 1955

Position

Chairman and a common stock director. Mr. Hendrislkaur Founder and has served as Chairman of
Discovery since September 1982. Mr. Hendricks skagour Chief Executive Officer from September
1982 to June 2004; and our Interim Chief Execu@¥iicer from December 2006 to January 2C

President, Chief Executive Officer and a commouglsttirector. Mr. Zaslav has served as our Presidedt
Chief Executive Officer since January 2007. Mr.|Zaserved as President, Cable & Domestic Telenisio
and New Media Distribution of NBC Universal, Ina.media and entertainment company (“NBC”), from
May 2006 to December 2006. Mr. Zaslav served aslike Vice President of NBC, and President of N
Cable, a division of NBC, from October 1999 to M2306. Mr. Zaslav was a director of Tivo Inc. from
2000 to 2010

Senior Executive Vice President, Chief Financidic@f and Treasurer. Mr. Singer has served as enios
Executive Vice President, Chief Financial Officarce July 2008 and became our Treasurer in February
2009. Mr. Singer served as Chief Financial Offiaed Treasurer of American Tower Corporation, a
wireless and broadcast communications infrastreatompany, from December 2001 to June 2

Senior Executive Vice President, Chief Operatin§d@f. Mr. Liguori joined the Company as Senior
Executive Vice President, Chief Operating Offiaedanuary 2010. From March 2009 to December 2009,
Mr. Liguori was a consultant to Comcast Corp. Ptiothat, Mr. Liguori served as Chairman, Enterntaémt
for Fox Broadcasting Company from July 2007 untdrigh 2009 and had served as President, Entertafi
for Fox since 2005. Prior to that, Mr. Liguori sedvas the President and Chief Executive Officdof
Networks from 1998 until 200!

President and Chief Executive Officer of DiscovBligtworks International. Mr. Hollinger became Presit
and CEO of Discovery Networks International in Deber 2009. Prior to that, Mr. Hollinger served as o
Chief Operating Officer and Senior Executive Viaged$tdent, Corporate Operations from January 2008
through December 2009; and as our Senior ExecViive President, Corporate Operations from January
2003 through December 2009. Mr. Hollinger servedwasGeneral Counsel from 1996 to January 2008, ant
as President of our Global Businesses and Opesatiom February 2007 to January 20

Senior Executive Vice President, Human Resourcas.Rdmm has served as our Senior Executive Vice
President of Human Resources since March 2007Rdsim served as Senior Vice President of Human
Resources of NBC from 2004 to 2007. Prior to 2004, Romm served as a Vice President in Human
Resources for the NBC TV network and NBC staff fiorts.

Chief Development Officer, General Counsel and &eacy. Mr. Campbell became Chief Development
Officer in August 2010 and our General Counsel 8adretary in December 2010. Prior to that, Mr.
Campbell served as our President, Digital Mediadporate Development from March 2007 through
August 2010. Mr. Campbell served as Executive Woesident, Business Development of NBC from
December 2005 to March 2007, and Senior Vice PeesidBusiness Development of NBC from January
2003 to November 200!

Executive Vice President, Chief Accounting Officklt. Colan has served as our Executive Vice Presjde
Chief Accounting Officer since March 2008. Mr. Colgerved as Senior Vice President — Controller and
Treasurer at America Online/Time Warner from Sefmen2001 to March 200:
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PART Il

ITEM 5.  Market for Registrant’'s Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities.

Our Series A common stock, Series B common stodkSamies C common stock are listed and traded elNBESDAQ Global Select
Market (“NASDAQ”) under the symbols “DISCA,” “DISCBand “DISCK,” respectively. Our common stock bedeading on NASDAQ on
September 18, 2008. The following table sets fdahthe periods indicated, the range of high awd $ales prices per share of our Series A
common stock, Series B common stock and Seriesm@nom stock as reported on NASDAQ.

Series A Series B Series C
Common Stock Common Stock Common Stock
High Low High Low High Low
2010
Fourth quarte $45.42 $39.6- $44.52 $41.4( $39.71 $34.5¢
Third quartel $44.3¢  $34.7C $44.5€¢ $35.62 $39.1¢ $30.1<
Second quarte $40.17  $33.4¢ $40.52 $33.80 $34.5¢ $28.4f
First quartel $34.3¢  $27.6¢ $34.1¢ $28.1¢ $30.1¢ $24.9¢
2009
Fourth quarte $32.6¢ $26.6¢ $33.9¢ $27.0C $28.4¢ $23.3¢
Third quartel $29.8¢ $21.4. $30.4¢ $20.1C $26.7¢ $19.5¢
Second quarte $24.0¢ $16.0C $25.0¢ $14.37 $21.9t $14.4]
First quartel $17.2¢  $12.4¢ $18.1¢ $10.11 $15.6¢ $12.0¢

As of February 8, 2011, there were approximate®22, 111, and 2,326 record holders of our SeriestAmon stock, Series B common
stock and Series C common stock, respectively (waimounts do not include the number of shareholdhose shares are held of record by
banks, brokerage houses or other institutionsirmliide each institution as one shareholder).

We have not paid any cash dividends on our SeriesrAmon stock, Series B common stock or Seriesnthwan stock, and we have no
present intention to do so. Payment of cash diwddeif any, in the future will be determined by &oard of Directors in consideration of our
earnings, financial condition and other relevamsiderations. Our credit facility restricts ourlépito declare dividends in certain situations.

Unregistered Sales of Equity Securities and Use Bfoceeds
There were no sales of unregistered securitiemgthie three months ended December 31, 2010.

The following table presents information about repurchases of common stock that were made thropgh market transactions
during the three months ended December 31, 2010.

Total Number
Average of Shares Approximate

Purchased as Dollar Value of

Price Part of Publicly Shares that May
Total Number Paid per Yet Be Purchasec
Announced Under the Plans ol

of Shares Share Plans or
Period Purchased @) Programs (2) Programs (1(2)
Series C common stoc

October 1, 201+ October 31, 201 — $ — — $ 962,465,36
November 1, 201- November 30, 201 825,00( $35.71 825,00( $ 932,952,14
December 1, 201- December 31, 201 1,045,00! $36.6¢ 1,045,00! $ 894,625,12
Total 1,870,00! $36.2¢ 1,870,00! $ 894,625,12

(@)

(2) The amounts do not give effect to any fees, comonisor other costs associated with repurchasskarkes

On August 3, 2010, we announced a stock repurgtraggam, pursuant to which we are authorized tehmse up to $1.0 billion of our
common stock. We expect to fund repurchases thrauggmbination of cash on hand, cash generategénations, borrowings under
our revolving credit facility and future financingansactions. Under the program, manager
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is authorized to purchase shares from time to thmeugh open market purchases or privately negatininsactions at prevailing prices
as permitted by securities laws and other legalirements, and subject to stock price, businesdittons, market conditions and other
factors. The repurchase program does not have@raggn date. The above repurchases were funded aash on hand. There were
repurchases of our Series A common stock or SBriemmon stock during the three months ended DeeeBih 2010

Preferred Stock Repurchase

On December 13, 2010, we repurchased and retiygabémately 13.73 million shares of our Series @wartible preferred stock for an
aggregate purchase price of $500 million. The refpase was made outside of our publicly announaezk sepurchase program.

Stock Performance Graph

The following graph sets forth the cumulative tathhreholder return on our Series A common stoeke$S B common stock and
Series C common stock as compared with the curaalatial return of the companies listed in the 8tad and Poor’s 500 Stock Index
(“S&P 500 Index™and a peer group of companies comprised of CBSdtatipn Class B common stock, News Corporation Chasommor
stock, Scripps Network Interactive, Inc., Time Wanrninc., Viacom, Inc. Class B common stock and Wadt Disney Company. The graph
assumes $100 originally invested on Septemberd@3,2he date upon which our common stock begangain each of our Series A
common stock, Series B common stock and Seriem@nom stock, the S&P 500 Index, and the stock ofpaer group companies, including
reinvestment of dividends, for the period Septenit®r2008 through December 31, 2008 and the yealsdeDecember 31, 2009 and 2010.
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Equity Compensation Plan Information

Information regarding securities authorized fougsce under equity compensation plans will be#h in our definitive Proxy
Statement for our 2011 Annual Meeting of Stockhddender the caption “Securities Authorized foutssce Under Equity Compensation
Plans,” which is incorporated herein by reference.

ITEM 6. Selected Financial Data

The table set forth below presents our selectahfiial information for each of the past five yedilse selected Statement of Operations
information for each of the three years ended Déegri1, 2010 and the selected Balance Sheet infammas of December 31, 2010 and
2009 have been derived from and should be readrjunction with the information in Item 7, “Managent’s Discussion and Analysis of
Results of Operations and Financial Position,”@bdited consolidated financial statements includdtem 8, “Financial Statements and
Supplementary Data,” and other financial informatiocluded elsewhere in this Annual Report on F&f¥K. The selected Statement of
Operations information for each of the two yeardeshDecember 31, 2007 and the selected Balance i@f@enation as of December 31,
2008, 2007 and 2006 have been derived from finaetaéements not included in the Annual Report omi10-K.

We were formed in connection with DHC and Advana@iiouse combining their respective ownership isterimn DCH and
exchanging those interests with and into Discovehjich was consummated on September 17, 2008. ®raur formation, DCH was a
stand-alone private company, which was owned apmately 66 2 5% by DHC and 331 % by Advance/Newhouse. As a result of this
transaction we became the successor reportiny ¢atidHC. Additional information regarding our foation is set forth in Note 1 to the
consolidated financial statements included in I&rfFinancial Statements and Supplementary DataliismmAnnual Report on Form 10-K.

The selected financial information set forth bel@flects our formation as though it was consummatedanuary 1, 2008. According
the selected Statement of Operations informatior&eh of the two years ended December 31, 201thansklected Balance Sheet
information as of December 31, 2010, 2009 and 286@8ct the consolidated results of operationsfarahcial position of Discovery. The
selected Statement of Operations information ferytsar ended December 31, 2008 reflects the comhlo@selts of operations and cash flows
of DHC and DCH for the period January 1, 2008 tgloGeptember 17, 2008 and the consolidated resfuliserations and cash flows for
Discovery for the period September 18, 2008 thrangbember 31, 2008. The selected Statement of Ggaesanformation for each of the
two years ended December 31, 2007 and the selBaladce Sheet information as of December 31, 20072806 reflect the consolidated
results of operations and financial position of DHREior to our formation, DHC accounted for itséstment in DCH using the equity meth
Therefore, DHC's results of operations and casidléor the period January 1, 2008 through SepterhBe2008 have been adjusted to
eliminate the portion of DCH'’s earnings originatgcorded by DHC in its stand-alone financial staeta under the equity method.
Additionally, DCH’s earnings for the period Janudry2008 through September 17, 2008 have beentadjts allocate a portion of its
earnings to Advance/Newhouse.

The 2009 and 2008 financial information has beeaseso that the basis of presentation is consigliéim that of our 2010 financial
information. This recast reflects (i) the adoptadrthe recent accounting guidance that amends titehior determining whether an entity
should consolidate a VIE, which resulted in theatsolidation of the OWN: Oprah Winfrey Network afdimal Planet Japan ventures (N
2 to the accompanying consolidated financial stat&s), and (ii) the results of operations of outelama Audio business as discontinued
operations (Note 3 to the accompanying consolidibaahcial statements). The recast did not impaetdonsolidated results of operations
financial position of DHC for 2007 and 2006.

23



Table of Contents

2010M@)(3) (5) 2009 (1) 3)(4)(5) 2008 (M(3)(5) (&) 2007 W(@) 2006 (D(7)
(recast) (recast)
(in millions, except per share amounts)

Selected Statement of Operations Information

Revenue: $ 3,77¢ $ 3,45¢ $ 3,382 $ 76 $ 80
Costs of revenues, excluding depreciation and

amortizatior 1,07: 1,044 1,002 60 63
Operating income (lost 1,36( 1,27¢ 1,06¢ (8) (11)
DHC's equity in earnings of DC — — — 142 104
Income from continuing operations, net of ta 647 57C 404 86 52
Income (loss) from discontinued operations, netgés 22 (6) 40 (154) (99)
Net income (loss 66¢ 564 444 (68) (46)
Less net income attributable to noncontrolling iests (16) (15) (227) — —
Net income (loss) attributable to Discove

Communications, Inc 653 54¢ 317 (68) (46)
Stock dividends to preferred intere @ (8) — — —

Net income (loss) available to Discove

Communications, Inc. stockholde 652 541 317 (68) (46)
Income per share from continuing operations avksl&h

Discovery Communications, Inc. stockholde

Basic $ 1.4¢ $ 1.2¢ $ 0.8¢ $ 0.31 $ 0.1¢
Diluted $ 1.47 $ 1.2¢ $ 0.8¢€ $ 0.31 $ 0.1¢
Income (loss) per share from discontinued operation
available to Discovery Communications, Inc.
stockholders
Basic $ 0.0t $ 0.0y $ 0.12 $ (055 $ (0.3%)
Diluted $ 0.0t $ 0.0y $ 0.1z $ (055 $ (0.35)
Net income (loss) per share available to Disco!
Communications, Inc. stockholde
Basic $ 1.5 $ 1.2¢ $ 0.9¢ $ (029 $ (0.1
Diluted $ 1.52 $ 1.27 $ 0.9¢ $ (029 $ (0.1¢
Weighted average shares outstand
Basic 42k 423 321 281 28C
Diluted 42¢ 42t 322 281 28C
Selected Balance Sheet Information:
Cash and cash equivale! $ 46€ $ 62: $ 9 $ 8 $ —
DHC's investment in DC} — — — 3,272 3,12¢
Goodwill 6,43¢ 6,43 6,891 1,782 1,782
Total asset 11,01¢ 10,95: 10,48: 5,86¢€ 5,871
Long-term debt
Current portior 20 38 45¢ — —
Long-term portion 3,59¢ 3,451 3,331 — —
Total liabilities 4,78¢ 4,68t 4,87t 1,371 1,322
Redeemable noncontrolling intere — 49 49 — —
Equity attributable to Discovery Communicationss.| 6,22°¢ 6,197 5,53¢ 4,49¢ 4,54¢
Equity attributable to noncontrolling intere: 8 23 21 — —

Total equity 6,23¢ 6,22( 5,557 4,49¢ 4,54¢

(@)

s Income per share amounts may not foot since eacdidslated independentl

Our results of operations for 2010 include a $136an loss on the extinguishment of debt, a $28iom reversal of foreign tax
reserves, $27 million of losses on interest ratepsy$14 million of exit and restructuring charge$12 million reversal of a tax paya
related to discontinued operations, and an $1ianiffretax noncash impairment charge related talgdb Additionally, during 2010
we repurchased 2.99 million shares of our Seriesr@mon stock and 13.73 million shares of our SeTiesnvertible preferred stoc



(©)

4)

®)

On September 1, 2010, we sold our Antenna Audidless for net proceeds of $24 million in cash, Whigsulted in a $9 million gain,
net of taxes. The operating results of Antenna Audmdive been reported as discontinued operatior20ftd, 2009 and 2008. Antenna
Audio was previously a business of DCH prior to fmrmation and, therefore, did not impact the 288d 2006 financial information in
the above table

Our results of operations for 2009 include $26ionillof exit and restructuring charges, $32 millafrpretax noncash impairment
charges related to intangible assets and softwarehich $6 million is included in income from d@matinued operations, $15 million of
gains on the sale of investments, and a $12 mitkwersal of a tax valuation allowan:

On May 22, 2009, we sold a 50% interest in the DiScovery Kids network to Hasbro. Both partiestieentributed their interests in
the U.S. Discovery Kids network to a newly formeazhture. We recognized a pretax gain of $252 milifo
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connection with this transaction. As we continué¢anvolved in the operations of the venture sgbeat to its formation, the results of
operations of the U.S. Discovery Kids network hawebeen presented as discontinued operationseftiier our results of operations
for January 1, 2009 through May 22, 2009 and 280Ride the gross revenues and expenses of thdis&very Kids network. For
periods subsequent to May 22, 2009, our resultgpefations include only our proportionate sharthefU.S. Discovery Kids network
net operating results under the equity method obacting. The U.S. Discovery Kids network was dfDCH prior to our formation
and, therefore, did not impact the 2007 and 20@&nitial information in the above tab

Our results of operations for 2008 include $31igrillof exit and restructuring charges and $30 omllof pretax noncash impairment
charges related to intangible ass

On September 17, 2008, DHC concluded the spinfof\dC in connection with our formation, which didtresult in a gain or loss.
The operating results of AMC have been reportedisontinued operations for 2008, 2007 and 2!

(6)

@)

ITEM 7.  Managemen’s Discussion and Analysis of Results of Operatiomsmd Financial Condition.

Management’s discussion and analysis of resultgpefations and financial condition is a supplenter@nd should be read in
conjunction with the accompanying consolidatedririal statements and related notes. This sectioviges additional information regarding
Discovery Communications, Inc.’s (“Discovery,” “Cqany,” “we,” “us,” or “our”) businesses, recent @dspments, results of operations,
cash flows, financial condition, contractual conmmeénts and critical accounting policies.

CAUTIONARY NOTE CONCERNING FORWARD-LOOKING STATEMEN TS

Certain statements in this Annual Report on ForaKXnstitute forward-looking statements within theaning of the Private
Securities Litigation Reform Act of 1995, includistatements regarding our business, marketing pachting strategies, integration of
acquired businesses, new service offerings, firgpcospects and anticipated sources and usepitdicdVords such as “anticipates,”
“estimates,” “expects,” “projects,” “intends,” “pia,” “believes” and words and terms of similar gahse used in connection with any
discussion of future operating or financial perfarme identify forward-looking statements. Wheregiiry forward-looking statement, we
express an expectation or belief as to future tesulevents, such expectation or belief is exgi#s good faith and believed to have a
reasonable basis, but there can be no assuraridbdtexpectation or belief will result or be askid or accomplished. The following include
some but not all of the factors that could causeacesults or events to differ materially fronosle anticipated: the inability of advertisers or
affiliates to remit payment to us in a timely manoeat all; general economic and business contitemd industry trends, including the
timing of, and spending on, feature film, televis@nd television commercial production; spendinglomestic and foreign television
advertising and foreign first-run and existing @mnitlibraries; the regulatory and competitive eoniment of the industries in which we, and
the entities in which we have interests, operaiatinued consolidation of the broadband distributimd movie studio industries; uncertair
inherent in the development of new business limestaisiness strategies; integration of acquiredatijpsms; uncertainties associated with
product and service development and market acceptarcluding the development and provision of pangming for new television and
telecommunications technologies; changes in thelision and viewing of television programming¢inding the expanded deployment of
personal video recorders, video on demand andnietgrotocol television and their impact on tel@nsadvertising revenue; rapid
technological changes; future financial performaireuding availability, terms and deployment apdal; fluctuations in foreign currency
exchange rates and political unrest in internatiorarkets; the ability of suppliers and vendorslétiver products, equipment, software and
services; the outcome of any pending or threatétigdtion; availability of qualified personnel; gfpossibility of an industry-wide strike or
other job action affecting a major entertainmenuistry union, or the duration of any existing sridke job action; changes in, or failure or
inability to comply with, government regulationsciuding, without limitation, regulations of thed&ral Communications Commission and
adverse outcomes from regulatory proceedings; @saimgthe nature of key strategic relationships wartners and venture partners;
competitor responses to our products and servitgs$tee products and services of the entities irctvine have interests; threatened terrorist
attacks and ongoing military action in the MiddiasEand other parts of the world; reduced accesagital markets or significant increase:
costs to borrow; and a failure to secure affilageeements or renewal of such agreements on lessafde terms. For additional risk factors,
refer to Item 1A, “Risk Factors”. These forward4ing statements and such risks, uncertainties #mat dactors speak only as of the date of
this Annual Report and we expressly disclaim anigation or undertaking to disseminate any updatagvisions to any forward-looking
statement contained herein, to reflect any changaii expectations with regard thereto, or anyrothange in events, conditions or
circumstances on which any such statement is based.

BUSINESS OVERVIEW

We are a global nonfiction media and entertainncentpany that provides programming across multig#idution platforms, with
over 120 television networks offering customizedgramming in over 40 languages in the U.S. and ©88rother countries and territories.
Our global portfolio of networks includes prominégievision brands such as Discovery Channel, dtieedfirst nonfiction networks and our
most widely distributed global brand, TLC, AnimdhRet, Science Channel and Investigation Discovery.
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We also have a diversified portfolio of websitesl ather digital media services, develop and seliculum-based products and services, and
provide postproduction audio services.

In the U.S., we own and operate nine fully distrfalinetworks. We also have interests in OWN: Opvéifrey Network (“OWN”) and
The Hub, which are networks operated as 50-50 vesit@ur objective is to invest in content for gnastworks to build viewership, optimize
distribution revenue and capture advertising sahekto create or reposition additional branded eaBnand businesses that can sustain long-
term growth and occupy a desired programming nigitle strong consumer appeal.

Outside of the U.S., we have one of the largestraost extensive international distribution platfermith two to thirteen channels in
more than 180 countries and territories. Our objeds to maintain a leadership position in nondintentertainment in international markets
and build additional branded channels and busisdbs¢ can sustain long-term growth. In 2010, wgabethe international rollout of TLC as
a female-targeted global flagship brand to complardéscovery Channel, which is a leading male-feclibrand in most markets throughout
the world. The TLC network was launched in overc8Qntries and territories in Europe and Asia in®@gith additional launches planned
2011.

Our strategy is to optimize the distribution, rgsrand profit potential of each of our branded eks. In addition to growing
distribution and advertising revenue for our brahdetworks, we are extending content distributioross new distribution platforms,
including brand-aligned websites, mobile devicédew-on-demand (“VOD”) and broadband channels, tvipiovide promotional platforms
for our television programming and serve as ada#i@utlets for advertising and affiliate sales.

Our media content is designed to target key audieleenographics and the popularity of our prograngroheates a reason for
advertisers to purchase commercial time on ourmélanAudience ratings are a key driver in genegagidvertising revenue and creating
demand on the part of cable television operatdrscdto-home (“DTH") satellite operators and otleentent distributors to deliver our
programming to their customers.

We classify our operations in three segments: NeBworks, consisting principally of domestic cabled satellite television networks,
websites and other digital media services; Intéonat Networks, consisting primarily of internatadrcable and satellite television networks
and websites; and Education and Other, consistingipally of curriculum-based product and servidferings and postproduction audio
services.

Effective January 1, 2010, we realigned our commeirgsiness, which sells and licenses Discoverydae@merchandise, from the
Commerce, Education, and Other reporting segmémtlie U.S. Networks reporting segment in orddretier align the management of our
online properties. In connection with this realiggmhwe changed the name of our Commerce, EducatmhQther reporting segment to
Education and Other. The information for periodsmpio 2010 in this Annual Report on Form 10-K hegn recast to reflect the realignment.

We were formed in connection with Discovery Holdidgmpany (“DHC”) and Advance/Newhouse Programmiagriership
(“Advance/Newhouse”) combining their respective enghip interests in Discovery Communications HaidinLC (“DCH”) and exchangin
those interests with and into Discovery, which wassummated on September 17, 2008 (the “Discovemné&tion”). Prior to the Discovery
Formation, DCH was a stand-alone private compatmgchwvas owned approximately 66 3% by DHC and 331 3% by
Advance/Newhouse. As a result of this transactierbecame the successor reporting entity to DHC ruthdeSecurities Exchange Act of
1934, as amended. Additional information regardirgDiscovery Formation is set forth in Note 1he tonsolidated financial statements
included in Item 8, “Financial Statements and Sepmntary Data” in this Annual Report on FormKLOnformation in this Annual Report ¢
Form 10-K is presented as though the Discovery Btiom was consummated on January 1, 2008.

U.S. Networks

U.S. Networks, which is our largest segment, owrts@erates nine national television networks ity throughout the U.S.,
including prominent television brands such as Discg Channel, TLC and Animal Planet, as well agufplio of websites and other digital
media services. Through December 31, 2010, weals®d and operated the Discovery Health networkJ&mwary 1, 2011 we contributed
the Discovery Health network including affiliatdatonships with cable operators and cable satgilibviders, content licenses and website
user information to OWN, which is a 50-50 venture fermed with Harpo, Inc. (“Harpo”) in 2008. Effaa with the contribution, the
network was rebranded and is now operated by thiike Our results of operations included the gresenues and expenses related to the
Discovery Health network through December 31, 20¥6.account for our interest in the OWN venturengghe equity method of
accounting. Therefore, effective with the contribnton January 1, 2011 the gross revenues and sepealated to the Discovery Health
network are no longer consolidated in our operatesylts. Through December 31, 2010, we recogrif®do of OWN'’s net losses in our
results of operations. Beginning January 1, 20t§ fature net losses generated by OWN will be alted to us and Harpo based on our
proportionate ownership interests, which were 5@&0anuary 1,
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2011. Any future net income generated by OWN wilially be allocated to us up to the amount oflnsses we previously recognized prior
to the contributions. Any excess net income gerdrayy OWN will be allocated to us and Harpo basedwr proportionate ownership
interests. As a result of our contribution and sgjoent deconsolidation of the Discovery Health netwwe may recognize a non-recurring
gain or loss during the quarter ending March 31,122fr the difference between the fair values amoklvalues of our retained interests in the
assets we contributed. As of the time of filingstAinnual Report on Form 10-K, determination of fdie value of the contributed assets has
not been completed.

U.S. Networks also owns an interest in The Hul)-®&® venture between us and Hasbro, Inc. (“Hasbf@i)May 22, 2009, we sold a
50% interest in the U.S. Discovery Kids networld@asbro (the “U.S. Discovery Kids Transaction”). Bgiarties then contributed their
interests in the U.S. Discovery Kids network to tigsvly formed venture, upon which we no longer otidate the network in our operating
results. The network continued to operate as tised¥ery Kids network until October 10, 2010, atethiime it was rebranded as The Hub.
We account for our interest in The Hub using theitggmethod of accounting.

U.S. Networks derives revenues primarily from disttion fees and advertising sales, which compris& and 52% of revenues for
this segment for 2010, respectively. During 2018cbvery Channel, TLC, and Animal Planet collediivgenerated 75% of U.S. Networks’
total revenues. U.S. Networks earns distributiasfender multi-year affiliation agreements withleatperators, DTH satellite operators and
other distributors of television programming. Ditstition fees are based on the number of subscrikegsving our programming. Upon the
launch of a new channel, we may initially pay disittors to carry such channel (“launch incentivest)may provide the channel to the
distributor for free for a predetermined lengthiofe. Launch incentives are amortized on a strdigbtbasis as a reduction of revenues over
the term of the affiliation agreement. U.S. Netwsgenerates advertising revenues by selling comat¢irae on our networks and websites.
The number of subscribers to our channels, vievigiddmographics, the popularity of our programméang our ability to sell commercial
time over a group of channels are key drivers okdtking revenue.

U.S. Networks’ largest single cost is the costrmiggamming, including production costs for origipabgramming. U.S. Networks
amortizes the cost of capitalized content rightsebeon the proportion that current estimated resgiear to the estimated remaining total
lifetime revenues, which results in either an aexatbd method or a straight-line method over thienaged useful lives.

International Networks

Outside of the U.S., we have one of the largestiational distribution platforms with two to tt@en channels in more than 180
countries and territories around the world. Intéoral Networks owns and operates a portfolio &hision networks, led by Discovery
Channel and Animal Planet, which are distributediitually every pay-television market in the wotltough an infrastructure that includes
operational centers in London, Singapore and Mi&m2010, we began the international rollout of Ta€a female-targeted global flagship,
which was launched in over 30 countries and tateitoin Europe and Asia in 2010, with additionairiahes planned for 2011.

Through December 31, 2010, International Networ&gional operations reported into four regions:telshiKingdom (“U.K.”); Europe
(excluding the U.K.), Middle East and Africa (“"EMEJA Asia-Pacific; and Latin America. Effective Jary 1, 2011, International Networks
reporting structure was realigned into the follogvfour regions: Western Europe, which includesUti€. and western European countries;
Central and Eastern Europe, Middle East and Afft@EEMEA”); Latin America; and Asia-Pacific. At Rember 31, 2010, International
Networks operated over 130 unique distribution $ei@dover 40 languages with channel feeds custahdzeording to language needs |
advertising sales opportunities.

In November 2010, we acquired the remaining 50%r@dt in substantially all of the international sl Planet and Liv (formerly
People + Arts) networks from venture partner BBCrMiwide for $152 million, giving us 100% ownerstapthese networks. Previously,
these networks were operated as 50-50 venturegbetus and BBC Worldwide. The ventures qualifiedaagable interest entities pursuant
to certain accounting standards and we concludedeve the primary beneficiary. Accordingly, we coligated the Animal Planet and Liv
networks prior to this transaction. As we previgusbnsolidated these ventures, the acquisitiomdidmpact our results of operations. With
this acquisition we wholly own and operate mosbwarf international television networks except forieas channels in Japan and Canada,
which are operated by ventures with strategicafipartant local partners. Additional information aegding the acquisition of the interests in
the international Animal Planet and Liv venturedisgclosed in Note 3 to the consolidated finansiatements included in Item 8, “Financial
Statements and Supplementary Data” in this AnnegldR on Form 10-K.

Similar to our U.S. Networks segment, the primayrses of revenues for International Networks as&itution fees and advertising
sales, and the primary cost is programming. Intéonal Networks executes a localization strategywfigring shared programming with U.S.
Networks, customized content and localized schediibeour distribution feeds. For 2010, distribat
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revenues represented approximately 61% of the sa{graperating revenues. International televisicarkets vary in their stages of
development. Some, notably the U.K., are more ath@uligital multi-channel television markets, whillaers remain in the analog
environment with varying degrees of investment frgperators in expanding channel capacity or comgetd digital. Advertising sales are
also important to the segment’s financial succesggesenting 34% of the segment’s total revenue2d®0.

In developing pay television markets, we expecestising revenue growth will result from subscrilgeowth, our localization strategy
and the shift of advertising spending from broattagay television. In relatively mature markessch as Western Europe, the growth
dynamic is changing. Increased market penetratiohdistribution are unlikely to drive rapid growiththose markets. Instead, growth in
advertising sales will come from increasing viewgrsand advertising pricing on our existing pagtsion networks and launching new
services, either in pay television or free televisenvironments.

International Networks’ largest cost is for prograimg. Our International Networks segment maximitesuse of shared programming
from our U.S. Networks segment. We also providel@cogramming that is tailored to individual markeeferences. Such programming is
shared from our U.S. Networks segment or acquhrezligh third party production companies throughdpmtion, coproduction, or license
arrangements. International Networks amortizestist of capitalized content rights based on th@gntion that current estimated revenues
bear to the estimated remaining total lifetime rexes, which results in either an accelerated mebh@dstraight-line method over the
estimated useful lives.

On September 1, 2010, we sold our Antenna Audidless for net proceeds of $24 million in cash, Whigsulted in a $9 million gain,
net of taxes. Antenna Audio provides audio, mulidimeand mobile tours for museums, exhibitions dmistsites and visitor attractions around
the world.

On February 17, 2010, we acquired all intereseminiplink facility in London, including its emploge and operations, for $35 million
cash. The uplink center is used to deliver our netw/in the U.K. and Europe, Africa and the MidBlast, and has been integrated into the
International Networks segment. The acquisition pribvide us with more flexibility to expand thestfibution of our content. The uplink
facility has been included in our operating ressit€e the date of acquisition.

Education and Other

Our education business is focused on our diresttmol K-12 online streaming distribution subsdaptservices, as well as our
professional development services for teachersg;Hyaark student assessment services and publishidgdpy content through a network of
distribution channels including online, catalog aealers. Our education business also participatgowing corporate partnerships, global
brand and content licensing business with leadomgprofits, foundations, trade associations andufer500 companies.

Other businesses primarily include postproductiadi@services that are provided to major motiotiysi studios, independent
producers, broadcast networks, cable channelsytiging agencies and interactive producers.

Other Developments
Variable Interest Entities

Effective January 1, 2010, we retrospectively addptew accounting guidance for all interests in3/Mzhich changed our accounting
for the OWN and Animal Planet Japan (“APJ”) vensuiram consolidation to the equity method. Accoglimwe have recast the 2009 and
2008 financial information to reflect the changeatounting from consolidation to the equity meth@dor to the adoption of the new
guidance, net losses generated by OWN were alldétes0 between us and our venture partner. Effeetith the adoption of this
accounting standard, we recorded 100% of O®iNt losses under the equity method of accoumtiogr results of operations for 2010, 2(
and 2008 as we had assumed all funding requirenfi@n@WN and our venture partner had not yet contad certain assets to OWN. The
increase in the allocation of OWN'’s net lossesgoasulted in reductions of $20 million, $11 mifliand zero to our results of operations for
2010, 2009 and 2008, respectively. Effective whtl tontribution of assets to OWN on January 1, 28t§ future net income generated by
OWN will initially be allocated to us up to the aomd of net losses previously recognized by us gddhe contributions. Any excess net
income generated by OWN will be allocated to us ldachbo based on our proportionate ownership interes
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RESULTS OF OPERATIONS — 2010 vs. 2009

The 2009 financial information has been recashabthe basis of presentation is consistent wiih dfiour 2010 financial information.
This recast reflects (i) the adoption of the re@atounting guidance that amends the model form@teng whether an entity should
consolidate a VIE, which resulted in the deconsiah of the OWN and APJ ventures (Note 2 to trmarpanying consolidated financial
statements), (ii) the results of operations of Aotenna Audio business as discontinued operatioge(3 to the accompanying consolidated
financial statements), and (iii) the realignmenbof commerce business, which is now reportedasrgponent of our U.S. Networks segn
whereas it was previously reported as a comporfesuroCommerce, Education and Other segment (Nbte® Zhe accompanying
consolidated financial statements). The OWN venivae previously included in our U.S. Networks segim&he APJ venture and the

Antenna Audio business were previously includedunInternational Networks segment.

Consolidated Results of Operations — 2010 vs. 2009

Our consolidated results of operation for 2010 2009 were as follows (in millions).

% Change
Year Ended December 31, Favorable/
2010 2009 (Unfavorable)
(recast)
Revenues

Distribution $ 1,807 $ 1,69¢ 6%
Advertising 1,64¢ 1,427 15%
Other 321 33z (4%
Total revenue 3,77¢ 3,45¢ 9%
Costs of revenues, excluding depreciation and anabidn 1,07z 1,044 (3)%
Selling, general and administrati 1,18¢ 1,18¢ — %
Depreciation and amortizatic 13C 152 14%
Restructuring and impairment charg 25 52 52%
Gains on disposition — (259 (100%
2,41: 2,18¢ (10)%
Operating incom: 1,36( 1,27¢ 7%
Interest expense, n (203 (24¢) 18%
Loss on extinguishment of de (13€) — — %

Other (expense) income, r (86) 13 NM
Income from continuing operations, before incomes 93¢ 1,03¢ (10%
Provision for income taxe (289 (469 39%
Income from continuing operations, net of ta 647 57C 14%

Income (loss) from discontinued operations, netgés 22 (6) NM
Net income 66¢ 564 19%
Less net income attributable to noncontrolling iests (16) (15 (7)%
Net income attributable to Discovery Communicatidns. 658 54¢ 19%
Stock dividends to preferred intere @ (8 88%
Net income available to Discovery Communications, stockholder $ 652 $ 541 21%

NM = not meaningful

Revenues

Distribution revenues increased $109 million, whigds driven by contractual rate increases, sulecgiowth and reduced
amortization of deferred launch incentives. Thesedases were partially offset by an $18 milliooluhe for the effect of deconsolidating the

U.S. Discovery Kids network in May 2009 and chanigesur channel mix in EMEA. Changes in foreignremcy exchange rates did not

significantly impact distribution revenues.
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Advertising revenues increased $218 million, whias attributable to increased pricing, higher ineenutilization, and greater
audience delivery. These increases were partifftheioby the absence of a $6 million settlemerd pfior contract dispute in 2009 and $2
million of unfavorable changes in foreign curremxchange rates.

Other revenues decreased $12 million as a resal affiliate and advertising sales representagmeement ending in May 2010,
transitioning our commerce business model in €20l§9, and lower DVD sales at a consolidated veniiiiese decreases were partially o
by an increase in the number of subscriptions toooline curriculum-based education tools. Othgereies were not significantly impacted
by changes in foreign currency exchange rates.

Costs of Revenues

Costs of revenues, which consist primarily of cah&xpense, production costs, distribution costksales commissions, increased $29
million. The increase in costs of revenues wastduggher content expense, sales commissions,iegmnsk fees for music rights. Content
expense increased $14 million, reflecting our cordd investment in programming. Sales commissiocreased $17 million due to improv
advertising sales. The increase in license feemfmic rights was due to the absence of a $6 mitiwersal of liabilities recorded in 2009 :
result of changes in estimates for amounts acdrupdor periods. These increases were partiallgatfby a $7 million decrease for the effect
of deconsolidating the U.S. Discovery Kids networkviay 2009, an $11 million decline due to the sition of our commerce business mc
in early 2009, lower costs related to DVD sales| a$4 million benefit from favorable changes irefgn currency exchange rates.

Selling, General and Administrativ

Selling, general and administrative expenses, wpiaitipally comprise employee costs, marketingsagsearch costs and occupancy
and back office support fees, decreased $3 millitve. decrease in selling, general and adminiseakpenses was attributable to a decline in
stock-based compensation and a $9 million berfih ffavorable changes in foreign currency exchaatgs. Stock-based compensation
decreased $46 million driven by a decline in thembar of outstanding castettled awards, which was partially offset by asréase in the fa
value of outstanding awards and an increase indh&ber of stock-settled awards. These decreasespaetially offset by higher marketing
and personnel costs due to increased promotionrgbrmgrams, expanded distribution of our intewradi networks, and growth in our
education business.

The most significant portion of our stock-based pensation expense for 2010 and 2009 was relatealto-settled awards. We do not
intend to grant additional cash-settled awardsepxas may be required by contract or to employeesuntries in which personnel are not
allowed to receive or hold rights to receive owhgrsnterests. Additionally, PRSUs and RSUs becamwore significant component of the
compensation to certain executives. Accordinglyams such as stock options, PRSUs, and RSUs certtifbecome a more significant
portion of our outstanding awards. Additional inf@tion regarding the accounting for our stock-basedrds is disclosed in Note 2 and Note
13 to the accompanying consolidated financial statds.

Depreciation and Amortizatiol

Depreciation and amortization expense decreasednfii@n. The decrease was due primarily to lowesgerty and equipment and
finite-lived intangible asset balances, which wiaistatable to certain assets becoming fully anzedi and impairment charges recorded in
prior periods.

Restructuring and Impairment Charge

In 2010, we recorded $25 million of restructurimgilampairment charges, which was comprised of $illom of exit and restructuring
charges and an $11 million noncash impairment ehdtgit and restructuring charges for 2010 relatetthe realignment of our reporting
regions at our International Networks segment, cedtiction initiatives in the U.S., and the conitibn of the Discovery Health network to
OWN. The charges primarily consisted of severamstscassociated with the elimination of certaintpmss and contract termination and
other associated costs. The goodwill impairmentgiavas due to lower than expected operating padoce at our postproduction audio
business, which is a component of our EducationG@ther segment.

During 2009, we recorded $52 million of restruatgriand impairment charges, which consisted of $#lomrelated to exit and
restructuring charges and $26 million of noncaspdimment charges. The exit and restructuring cleairgairred during 2009 related to
realignments of portions of our operations to bretign our organizational structure with our stigit priorities, the transition of our
commerce business to a licensing model, and cdattien initiatives. The realignment reflected ches to our organizational structure in an
effort to centralize certain functions that wereypously performed by various departments. Thegdmconsisted of severance costs
associated with the elimination of certain posisi@md contract termination and other associatet$.cbse impairment charges related to
certain intangible assets and software at our NeBworks and International Networks segments.
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Gains on Dispositions

In connection with the U.S. Discovery Kids Trangattwe recorded a pretax gain of $252 million. Hfaén comprised $125 million for
the 50% interest sold to the venture partner ar¥ $iillion as a result of “stepping up” our basis the 50% interest contributed to the
venture.

Interest Expense, Ne

Interest expense, net decreased $45 million, wiveth primarily due to changes in the designationtardination of interest rate swaps
as a result of refinancing most of our debt in J2@&0.

Loss on Extinguishment of Det

In June 2010, we refinanced most of our outstandetg. In connection with the repayment of $2.89dsil of existing debt outstanding
under our term loans and private senior notes,emegnized a $136 million loss on extinguishmerdedft, which included $114 million for
make-whole premiums, $12 million of noncash writks@f unamortized deferred financing costs and $ilion for the repayment of the
original issue discount from our term loans.

Other (Expense) Income, Net
Other (expense) income, net consisted of the fatigin millions).

Year Ended December 31,

2010 2009
(recast)
Unrealized gains on derivative instruments, $ 13 $ 26
Realized losses on derivative instruments, (42 (6)
Loss from equity investees, r (57) (24)
Realized gains on sales of investme — 15
Other, ne — 2
Total other (expense) income, | $ (86 $ 13

The change in net realized and unrealized gairss€k) on derivative instruments was primarily duehanges in the designation and
termination of interest rate swaps as a resuleffiancing most of our debt in June 2010.

The increase in losses from equity method investsneas primarily attributable to OWN, which refleselling, general and
administrative costs incurred prior to the laun€the new network on January 1, 2011.

In 2009 we sold investments for $22 million, whiglsulted in pretax gains of $15 million.

Provision for Income Taxe:!

For 2010 and 2009, our provisions for income taxege $288 million and $469 million and the effeettax rates were 31% and 45%,
respectively.

Our effective tax rate for 2010 differed from tlegléral statutory rate of 35% due primarily to tereersal of a $28 million foreign tax
reserve as a result of a foreign tax authority deting its tax audit and providing us notificatitirat certain tax years will not be adjusted and
production activity deductions, which were partialffset by state taxes.

Our effective tax rate for 2009 differed from tle@léral statutory rate of 35% due primarily to anpeament difference on the $252 milli
gain from the U.S. Discovery Kids Transaction atadesincome taxes, which were partially offset legdaictions for domestic production
activities and the release of a valuation allowawfcg12 million.
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Income (loss) from Discontinued Operations, NetDdixes

On September 1, 2010, we sold our Antenna Audidnless for net proceeds of $24 million in cash, Whigsulted in a $9 million gain,
net of taxes. We previously recorded a $12 miltiam, net of taxes, in our results of operationglie quarter ended September 30, 2010.
However, during the quarter ended December 31, 2@l fecorded an adjustment to a deferred tax aghath reduced the gain by $3
million. Antenna Audio, which provides audio, matgdia and mobile tours for museums, exhibitionstdnic sites and visitor attractions
around the world, was a component of our Intermatidietworks segment.

On September 27, 2010, we received a tax refunghwliminated a $12 million obligation to repay @mts to AMC, which has been
recorded as a benefit in 2010 in income from ditooed operations.

Summary financial information for discontinued cgt@ns was as follows (in millions).

Year Ended December 31,

2010 2009
Revenue: $ 31 $ 47
Income (loss) from the operations of discontinupdrations,
before income taxe $ 1 $ 9
Income (loss) from the operations of discontinupdrations, ne
of taxes $ 13 $ (6)
Gains on dispositions, net of tax 9 —
Income (loss) from discontinued operations, ndagés $ 22 $ (6)
Income (loss) per share from discontinued operatavailable t
Discovery Communications, Inc. stockholders, basid
diluted $ 0.0t $ (0.01)
Weighted average shares outstand
Basic 42k 423
Diluted 42¢ 42F

Net Income Attributable to Noncontrolling Interest

The increase in net income attributable to nonadiitig interests was due to higher operating resatitconsolidated entities that are not
wholly owned.

Stock Dividends to Preferred Interes

We declared noncash stock dividends of $1 milliod 8 million to our preferred stock shareholdetimy 2010 and 2009, respectively.
We released approximately 43,000 and 254,000 oSeties A common stock and approximately 60,00024rid000 of our Series C comn
stock from escrow during 2010 and 2009, respegtivelpayment of most of the dividends declared. ak&econtractually obligated to issue
the dividends upon the issuance of our common dtweskttle the exercise of stock options and sampkeciation rights that we assumed in
connection with our formation on September 17, 200 decrease in dividends declared was duedwer Inumber of stock options and
stock appreciation rights being exercised.

Segment Results of Operations — 2010 vs. 2009

We evaluate the operating performance of our setgriEsed on financial measures such as revenuesdarsied operating income
before depreciation and amortization (“Adjusted ODIB). Adjusted OIBDA is defined as revenues lesste®f revenues and selling, general
and administrative expenses excluding: (i) markagrket stock-based compensation, (ii) depreciaimhamortization, (iii) amortization of
deferred launch incentives, (iv) exit and restrriofy charges, (v) certain impairment charges, afdy@ins (losses) on business and asset
dispositions. We use this measure to assess apgerasults and performance of our segments, peréoradytical comparisons, identify
strategies to improve performance and allocateuress to each segment. We believe Adjusted OIBD&lavant to investors because it
allows them to analyze the operating performanceach segment using the same metric managemenand@dso provides investors a
measure to analyze the operating performance &f &gment against historical data. We exclude rtrkarket stock-based compensation,
exit and restructuring charges, impairment charged,gains (losses) on business and asset digmasitom the calculation of Adjusted
OIBDA due to their volatility or non-recurring naitu We also exclude the depreciation of fixed asaetl amortization of intangible assets
and deferred launch incentives as these amountstd@present cash payments in the current regopeniod. Adjusted OIBDA should be
considered in addition to, but not
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a substitute for, operating income, net incomeh ¢asvs provided by operating activities and othexasures of financial performance
reported in accordance with U.S. GAAP.

Additionally, certain corporate expenses are exaiuilom segment results to enable executive managieim evaluate segment
performance based upon decisions made directlyegsent executives. Additional financial information our segments and geographical
areas in which we do business is set forth in Ratéo the consolidated financial statements inauddtem 8, “Financial Statements and
Supplementary Data” in this Annual Report on FoBrKlL

Total consolidated Adjusted OIBDA was calculateda®ws (in millions).

% Change
Year Ended December 31, Favorable/
2010 2009 (Unfavorable)
(recast)
Revenues
U.S. Networks $ 2,36: $ 2,17C 9%
International Network 1,251 1,131 11%
Education and Othe 152 14¢ 3%
Corporate and int-segment elimination 6 9 (33)%
Total revenue 3,77: 3,45¢ 9%
Costs of revenues, excluding depreciation and anadidn @) (1,079 (1,049 (3)%
Selling, general and administrati® (1,049 (983) (6)%
Add: Amortization of deferred launch incentiv? 42 55 (24)%
Adjusted OIBDA $ 1,69¢ $ 1,48¢ 14%

@ Costs of revenues and selling, general and admatiist expenses exclude mark-to-market stock-besetbensation, depreciation and

amortization, restructuring and impairment chargesl, gains on dispositior
Amortization of deferred launch incentives are ugigld as a reduction of distribution revenues fporéng in accordance with GAAP,
but are excluded from Adjusted OIBD

(@)

The following table presents our Adjusted OIBDA,dBgment, with a reconciliation of total consolethdjusted OIBDA to
consolidated operating income (in millions).

% Change
Year Ended December 31, Favorable/
2010 2009 (Unfavorable)
(recast)
Adjusted OIBDA:
U.S. Networks $ 1,36¢ $  1,22¢ 11%
International Network 54t 44~ 22%
Education and Othe 15 16 (6)%
Corporate and int-segment elimination (226) (204) (11)%
Total Adjusted OIBDA 1,69¢ 1,48¢ 14%
Amortization of deferred launch incentiv (42 (55) 24%
Mark-to-market stoc-based compensatic (142 (205) 31%
Depreciation and amortizatic (230 (152) 14%
Restructuring and impairment char (25) (52 52%
Gains on disposition — 252 (100%
Operating incom: $  1,36( $ 1,27« 7%
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U.S. Networks

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

% Change
Year Ended December 31, Favorable/
2010 2009 (Unfavorable)
(recast)
Revenues
Distribution $ 1,047 $ 98z 7%
Advertising 1,22 1,08z 13%
Other 94 10€ (11)%
Total revenue 2,36: 2,17( 9%
Costs of revenues, excluding depreciation and anabidn (579 (5449 (5)%
Selling, general and administrati (432 (41¢) (3)%
Add: Amortization of deferred launch incentiv 7 21 (67)%
Adjusted OIBDA 1,36 1,22¢ 11%
Amortization of deferred launch incentiv (7) (22) 67%
Mark-to-market stoc-based compensatic — @ 10C%
Depreciation and amortizatic (27) (30 30%
Restructuring and impairment charg ©)] (32) 90%
Gains on disposition — 252 (100)%
Operating incom: $ 1,33 $ 1,39¢ (5)%

Revenues

Distribution revenues increased $65 million, priityadue to annual contractual rate increases fes feharged to operators who
distribute our networks, an increase in paying stbesrs, principally for networks carried on thgithl tier, and decreased amortization of
deferred launch incentives. These increases wetialpaoffset by an $18 million decrease for tHéeet of deconsolidating the U.S.
Discovery Kids network in May 2009.

Advertising revenues increased $140 million, whics driven by increased pricing in the upfront acdtter markets, higher sellouts,
and greater audience delivery, reflecting the inmpdoadvertising market.

Other revenues decreased $12 million, which waibatable to lower affiliate and advertising salepresentation services for third-
party networks and commerce sales. The decreaéliate and advertising sales representationiseswas the result of an agreement
ending in May 2010. The decline in commerce salas due to the transition of our commerce businesseirin early 2009.

Costs of Revenues

Costs of revenues, which consist primarily of cah&xpense, sales commissions, distribution costgpeoduction costs, increased $29
million. The increase in costs of revenues wasatriy higher content expense and sales commisSamgent expense increased $28 mill
due to continued investments in our programmingesSeommissions were $7 million higher due to inwebadvertising sales. These
increases were partially offset by a $7 million @ese for the effect of deconsolidating the U.Scbvery Kids network in May 2009 and an
$11 million decline due to the transition of ounmaoerce business model in early 2009.

Selling, General and Administrativ

Selling, general and administrative expenses, wpigitipally comprise employee costs, marketingsagsearch costs and occupancy
and back office support fees, increased $14 millioareased selling, general and administrativeeegps were attributable to higher
marketing costs, which were partially offset by &svemployee costs as a result of restructuringselivainated certain positions.
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Adjusted OIBDA

Adjusted OIBDA increased $136 million, primarily&to increased advertising sales, growth in digtidm revenues and lower
employee costs. These improvements were partiffgioby increased content expense, higher sal@snissions, increased marketing costs,
a decline in affiliate and advertising sales repnéation services, the transition of our commernggEress model in early 2009, and a $10
million decline for the effect of deconsolidatintetU.S. Discovery Kids network in May 2009.

International Networks

The following table presents, for our InternatioNatworks segment, revenues by type, certain dpgrakpenses, contra revenue
amounts, Adjusted OIBDA, and a reconciliation ofidgted OIBDA to operating income (in millions).

% Change
Year Ended December 31, Favorable/
2010 2009 (Unfavorable)
(recast)
Revenues
Distribution $ 76C $ 71¢ 6%
Advertising 422 344 23%
Other 69 71 (3)%
Total revenue 1,251 1,131 11%
Costs of revenues, excluding depreciation and anaidn (405) (403%) — %
Selling, general and administrati (33¢) (317) (6)%
Add: Amortization of deferred launch incentiv 35 34 3%
Adjusted OIBDA 54E 44k 22%
Amortization of deferred launch incentiv (35) (39 (3)%
Depreciation and amortizatic (39) (38) (3)%
Restructuring and impairment char 9 (149 36%
Operating incom: $ 462 $ 35€ 29%

Revenues

Distribution revenues increased $44 million, whieds attributable to growth in the number of paysapscribers in Latin America and
an increase in average contractual rates for fle@ged to operators who distribute our networkhénU.K. Subscribers increased due to
growth in pay television services in those regidrigese increases were partially offset by changesii channel mix in EMEA. Changes in
foreign currency exchange rates did not signifilgaimipact distribution revenues.

Advertising revenues, which increased $78 milliwere higher in all international regions in whick aperate. The increase in
advertising revenues was driven by increased gricirthe U.K. Advertising revenues also increasedatin America, EMEA and Asia-
Pacific as a result of higher sellouts and audielatvery. Higher sellouts reflect improvementghe advertising market. Increased
viewership was driven by growth in pay televisi@msces in international markets. These increasse wartially offset by the absence of a
$6 million settlement of prior contract dispute2®09 and $2 million of unfavorable changes inifgmecurrency exchange rates.

Costs of Revenues

Costs of revenues, which consist primarily of cah&xpense, distribution costs, sales commissindspeoduction costs, increased $2
million. The increase in costs of revenues wastduggher sales commissions and license fees fa@iamights. Sales commissions increased
$8 million due to improved advertising sales. Tieréase in license fees for music rights was dileeg@bsence of a $6 million reversal of
liabilities in 2009 as a result of changes in eates for amounts accrued in prior periods. Theseases were partially offset by a $13 mil
decline in content expense, reflecting a declinerite-offs, and a $4 million benefit from favoralthanges in foreign currency exchange
rates.

Selling, General and Administrativ

Selling, general and administrative expenses, wpiaitipally comprise employee costs, marketingsagsearch costs and occupancy
and back office support fees, increased $19 millinoreased selling, general and administrativeeagps were attributable to the internatis
rollout of the TLC network, expansion in Easterrmrdne, and investments in Latin America, which
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increased employee and marketing costs. Theseasesavere partially offset by $9 million of favobhanges in foreign currency excha
rates.

Adjusted OIBDA

Adjusted OIBDA increased $100 million, primarily&lto increased advertising sales, growth in digtigin revenues, lower content
expense, and a $10 million benefit from favoratilerges in foreign currency exchange rates. Thegmiraments were partially offset by
increased employee and marketing costs, highes salamissions, and an increase in license feasdaic rights.

Education and Othel

The following table presents, for our Education &ttler segment, revenues by type, certain operatipgnses, Adjusted OIBDA, and
a reconciliation of Adjusted OIBDA to operatinggf) income (in millions).

% Change
Year Ended December 31, Favorable/
2010 2009 (Unfavorable)
(recast)
Revenues
Advertising $ 1 $ 1 — %
Other 152 147 3%
Total revenue 158 14¢ 3%
Costs of revenues, excluding depreciation and anabidn (92) (90 ()%
Selling, general and administrati (40 (42 (12)%
Adjusted OIBDA 15 16 (6)%
Depreciation and amortizatic (6) (6) — %
Restructuring and impairment charg (11) (2 NM
Operating (loss) incom $ (2 $ 8 NM

NM = not meaningful

Revenues

Other revenues increased $5 million, primarily tueontinued growth in subscriptions for accesart@nline streaming service that
includes a suite of curriculum-based tools, whiaswartially offset by a decline in postproductiamio services. The decline in
postproduction audio services was driven by theallvdecline in the DVD marketplace.

Costs of Revenues

Costs of revenues, which consist principally ofduction costs, royalty payments, and content ex@emsre consistent between 2010
and 2009.

Selling, General and Administrativ

Selling, general and administrative expenses, wpigitipally comprise employee costs, occupancylaauk office support fees and
marketing costs, increased $5 million due to highmployee costs as a result of hiring additionas@enel to support the growth in our
education business.
Adjusted OIBDA

Adjusted OIBDA decreased $1 million, primarily digea decline in postproduction audio services aedeiased employee costs, which
were partially offset by continued growth in suligiions to curriculum-based tools offered througin online streaming services.
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Corporate and Inter-segment Eliminations

The following table presents, for our unallocatedporate amounts, revenues, certain operating eggedjusted OIBDA, and a

reconciliation of Adjusted OIBDA to operating logs millions).

% Change
Year Ended December 31, Favorable/
2010 2009 (Unfavorable)
Revenues
Other $ 6 $ 9 (33)%
Total revenue 6 9 (33)%
Costs of revenues, excluding depreciation and anabidn 4) (7) 43%
Selling, general and administrati (228) (20€) (11)%
Adjusted OIBDA (226) (204) (11)%
Mark-to-market stoc-based compensatic (142 (209) 30%
Depreciation and amortizatic (64) (78) 18%
Restructuring and impairment char (2) (5) 60%
Operating los: $ (439 $ (49) 12%

Corporate operations primarily consist of executhenagement, administrative support services, aatioiated venture, and

substantially all of our stock-based compensat@onsistent with our segment reporting, corporafeasges are excluded from segment
results to enable executive management to evatuesieess segment performance based upon decisades directly by business segment

executives.

Other revenues and costs of revenues both ded@euillion as a result of lower DVD sales at a agitated venture. Selling, general
and administrative expenses increased $22 milidrich was primarily attributable to a $17 milliamcrease in stock-based compensation
expense for equity settled awards such as stosrptPRSUs and RSUs that received fixed accourifihg increase in stock-based
compensation was driven by an increase in the nuofbmutstanding awards and the fair value of awapdnted during 2010 due to incree

in the price of our Series A common stock.
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RESULTS OF OPERATIONS — 2009 vs. 2008

The 2009 and 2008 financial information has beeaseso that the basis of presentation is consigliéim that of our 2010 financial
information. This recast reflects (i) the adoptadrthe recent accounting guidance that amends titehior determining whether an entity
should consolidate a VIE, which resulted in theasolidation of the OWN and APJ ventures (Note theoaccompanying consolidated
financial statements), (ii) the results of openasiof our Antenna Audio business as discontinuedtaifpns (Note 3 to the accompanying
consolidated financial statements), and (iii) tbalignment of our commerce business, which is repomted as a component of our U.S.
Networks segment whereas it was previously repaseal component of our Commerce, Education andr@#mment (Note 21 to tt
accompanying consolidated financial statements. @WN venture was previously included in our U.8tWbrks segment. The APJ venture
and the Antenna Audio business were previoushuoiet! in our International Networks segment.

Consolidated Results of Operations — 2009 vs. 2008
Our consolidated results of operations for 2009 20@B were as follows (in millions).

% Change
Year Ended December 31, Favorable/
2009 2008 (Unfavorable)
(recast) (recast)
Revenues

Distribution $  1,69¢ $ 1,62¢ 4%
Advertising 1,42 1,39¢ 2%
Other 33: 35¢ (M%
Total revenue 3,45¢ 3,38: 2%
Costs of revenues , excluding depreciation and timation 1,04¢ 1,00z (4)%
Selling, general and administrati 1,18¢ 1,07t (11)%
Depreciation and amortizatic 152 18C 16%
Restructuring and impairment charg 52 61 15%
Gains on disposition (252) — — %
2,18¢ 2,31¢ 6%
Operating incom: 1,274 1,06¢ 20%
Interest expense, n (24¢) (25€) 3%

Other income (expense), r 13 (51) NM
Income from continuing operations, before incomes 1,03¢ 757 37%
Provision for income taxe (469) (359 (33)%
Income from continuing operations, net of ta 57C 404 41%

(Loss) income from discontinued operations, ne¢arés (O] 40 NM
Net income 564 444 27%
Less net income attributable to noncontrolling iests (19 (129 88%
Net income attributable to Discovery Communicatidns. 54¢ 317 73%
Stock dividends to preferred intere 8 — — %
Net income available to Discovery Communications, ktockholder $ 541 $ 317 71%

NM = not meaningful

Revenues

Distribution revenues increased $70 million duenariily to contractual rate increases, subscribewt, and a reduction in amortizat
for deferred launch incentives at our U.S. Netwad#gment and subscriber growth at our Internatiblealvorks segment. These increases
were partially offset by the deconsolidation of thé. Discovery Kids network in May 2009, whichukted in a decline of $20 million, and
the absence of a one-time revenue correction redard2008 that increased revenues $8 million.ribistion revenues were also adversely
affected by unfavorable impacts of foreign curreagghange rates of $38 million

38



Table of Contents

for 2009. Excluding the unfavorable impacts of fgnecurrency exchange rates, the deconsolidatidgheot).S. Discovery Kids network, and
the one-time revenue correction in 2008, distriliutievenues increased 9% or $137 million.

Advertising revenues increased $31 million dueighér ratings and overall price increases at o&. Metworks segment and increased
viewership and subscriber growth at our Internatidvetworks segment. Advertising revenues in 2080 benefited from a $6 million
settlement of a prior contract dispute at our Lhperations. The increases were partially offsetitfiavorable impacts of foreign currency
exchange rates of $27 million for 2009. Excludihg tinfavorable impacts of foreign currency exchamagges and the contract dispute
settlement, advertising revenues grew 4% or $5Ramil

Other revenues, which primarily consist of saleswficulum-based services and content, distriloutind advertising sales services,
license fees, DVDs, merchandise, and postproduetimio services, decreased $25 million. The decliag attributable to decreasing
merchandise sales as a result of changing our dssimodel from direct-to-consumer to a licensingleh@vhere we receive royalties, lower
sales of hard copy curriculum-based content ashaisers migrate to online distribution, a declineates of the Planet Earth DVD series, and
a $2 million unfavorable impact from foreign curegrexchange rates. These decreases were parti@t by an increase in online streaming
distribution revenues from our education business%6 million recorded in 2009 in connection wi#lmegotiating our agreements to provide
programming to a venture.

Costs of Revenues

Costs of revenues, which consist primarily of cab&mortization expense, production costs, distidmucosts, and sales commissions,
increased $42 million. The increase was primarilg tb higher content expense at our U.S. Netwankssternational Networks segments as
well as higher distribution costs at our InternatibNetworks segment. Total content amortizatiameéased $55 million, due to increased
amortization and write-offs. These increases waréagly offset by the effect of deconsolidatingtt.S. Discovery Kids network, which
resulted in a decline of $12 million, a $6 milliseduction in our music rights accrual, the reductiocosts of goods sold as a result of
transitioning our commerce business to a licenseéaih@and a $27 million favorable impact from foreigurrency exchange rates. Excluding
the favorable impacts of foreign currency excharages, programming write-offs, the deconsolidatbthe U.S. Discovery Kids network,
and the music rights accrual reduction, costs wémeaes increased 6% or $51 million.

Selling, General and Administrativ

Selling, general and administrative expenses, waietprincipally comprised of employee costs, miamgecosts, research costs, and
occupancy and back office support fees, increa$é8 #illion due primarily to a $294 million increas employee costs related to stock-
based compensation programs. The increase waallyaofiset by lower marketing costs, consultinggenon-sharbased employee costs,
of which reflect targeted cost savings initiatieesl improvements in operating efficiencies, an& andllion reduction due to the
deconsolidation of the U.S. Discovery Kids networlvay 2009. Additionally, selling, general and adistrative expenses included a $28
million benefit from favorable impacts of foreigarcency exchange rates.

Employee costs include stock-based compensatioanseparising from equity awards to employees uadeincentive plans. Total
stock-based compensation expense was $228 mitioRd09 as compared to a net benefit of $66 mifl@r2008. The increase in stobkse!
compensation primarily reflects an increase inffievalue of outstanding cash-settled awards arallesser extent an increase in stock
options outstanding. A portion of our equity awaatls castsettled and, therefore, the value of such awartianding must be remeasure
fair value each reporting date based on changéiprice of our Series A common stock. Compensaigense for cash-settled awards,
including changes in fair value, was $205 millian 2009 as compared to a net benefit of $69 mill@m008. Increased compensation
expense for cash-settled awards was due to arageia fair value, which reflects the increasehafrice of our Series A common stock of
117% during the year ended December 31, 2009. Wetimtend to grant additional cash-settled awaggsept as may be required by
contract or to employees in countries in which lstogtion awards are not permitted.

Depreciation and Amortizatiol

Depreciation and amortization expense decreasednfii@n due to a decline in amortization expenssutting from lower intangible
asset balances in 2009 compared to 2008.
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Restructuring and Impairment Charge

Restructuring and impairment charges decreasedil$®mWe recorded $26 million and $30 million mhpairment charges related to
intangible assets, goodwill, and capitalized sofeaduring 2009 and intangible assets in 2008, by, primarily for certain asset groups
at our U.S. Networks segment due to declines ireetgul operating performance.

We also recorded exit and restructuring chargeg26fmillion and $31 million for 2009 and 2008, resfively, in connection with a
reorganization of portions of our operations toueour cost structure. The charges for 2009 weneapily incurred by our U.S. Networks
and International Networks segments as well asorporate operations and include $21 million ofesamnce costs and $5 million of contract
termination costs. We expect the majority of thelsarges to be paid within the next year. We doempect material future charges associated
with these restructuring programs.

The charges incurred in 2008 were primarily relate@LC’s repositioning strategy, the terminatidragproduction group, and the
closure of our commerce distribution center andstore headquarters offices along with the tramsitif the remaining commerce distribut
services to third-party service providers.

Gains on Dispositions

In connection with the U.S. Discovery Kids Trangattwe recorded a pretax gain of $252 million. Hfaén comprised $125 million for
the 50% interest sold to the venture partner ar¥ $iillion as a result of “stepping up” our basis the 50% interest contributed to the
venture in May 2009.

Interest Expense, Ne

Interest expense, net decreased $8 million for 2@ compared to 2008 primarily due to a decreaagerage debt outstanding
partially offset by an increase in the averageatifife interest rate on our borrowings.

Other Income (Expense), Net
Other income (expense), net consisted of the fatigin millions).

Year Ended December 31,

2009 2008
(recast) (recast)
Unrealized gains (losses) on derivative instrumeres $ 26 $ (22
Realized losses on derivative instruments, (6) 9)
Loss from equity investees, r (24) (65)
Realized gains on sales of investme 15 —
Reduction of liability to former owners of a whc-owned subsidiar — 47
Other, ne’ 2 (2
Total other income (expense), | $ 13 $ (5))

The improvement in unrealized gains (losses) oivatve instruments was attributable to changeénfair values of interest rate
swaps as a result of changes in interest ratesd@tiease in losses from equity method investeegiwa to the absence of a $57 million
impairment charge recorded in 2008 for the othanttemporary decline in the value of an equity métimvestment. During 2009, we sold
investments that resulted in pretax gains of $15ani The reduction in the liability to the formewners of a wholly-owned subsidiary was
due to a one-time adjustment of $47 million recdrote2008 to reduce the fair value of the liability

Provision for Income Taxe:

For 2009 and 2008, our provisions for income taxese $469 million and $353 million and the effeettax rates were 45% and 47%,
respectively. The effective tax rate for 2009 difd from the federal statutory rate of 35% due prily to a permanent difference on the $.
million gain from the U.S. Discovery Kids Transactj state income taxes and to a lesser extentctleds for domestic production activities.
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Our effective tax rate for 2008 differed from tleeléral statutory rate of 35% principally due to pinesentation of the Discovery
Formation as though it was consummated on Jany&§0B. Accordingly, our consolidated financialtstaents include the gross combined
financial results of both DHC and DCH since Janugr2008. Prior to the Discovery Formation on Segtiter 17, 2008, DHC owned 66 3 /
% of DCH and, therefore, recognized a portion oHD€operating results. As a result, the tax provi$ar2008 includes the taxes recogni
by both DCH and DHC related to the portion of DCH{®erating results recognized by DHC. DHC recoghiz@l million of deferred tax
expense related to its investment in DCH priohi Discovery Formation for 2008. The provisionifarome taxes for 2008 was partially
offset by the release of an $18 million valuatitiowance for deferred tax assets and the releaaeb@d million valuation allowance for
deferred tax assets related to net operating sg-torwards.

Income from Discontinued Operations, Net of Tax

In September 2008, prior to our formation on Sepind7, 2008, DHC sold its ownership interests seeht Media CANS, LLC,
Ascent Media Systems & Technology Services, LLC eerdiain buildings and equipment for net procedd&l89 million, which resulted in
pretax gains totaling $76 million.

Summary financial information for discontinued cgt@ns was as follows (in millions).

Year Ended December 31,

2009 2008
(recast) (recast)

Revenue: $ 47 $ 53¢

Loss from the operations of discontinued operatibe$ore income taxe $ (9) $ (10

Loss from the operations of discontinued operatioes of taxe: $ (6) $ @)

Gains on dispositions, net of tax — 47

(Loss) income from discontinued operations, nearés $ (©) $ 40
(Loss) income per share from discontinued operatamilable to Discovery Communications, Inc.

stockholders, basic and dilut $ (0.0) $ 0.1:

Weighted average shares outstand
Basic 428 321
Diluted 42t 322

Net Income Attributable to Noncontrolling Interest

The decrease in net income attributable to nonotinty interests is due primarily to the allocatioha portion of DCH’s 2008 net
income to Advance/Newhouse for its ownership irgeire DCH prior to the Discovery Formation.

Stock Dividends to Preferred Interes

We declared noncash stock dividends of $8 millind aero to our preferred stock shareholder durb@@2and 2008, respectively. We
released approximately 254,000 and zero of oueSéricommon stock and approximately 211,000 anol @aeour Series C common stock
from escrow during 2009 and 2008, respectivelypapment of most of the dividends declared. We ardractually obligated to issue the
dividends upon the issuance of our common stodetibe the exercise of stock options and stockesgation rights that we assumed in
connection with our formation on September 17, 200f increase in dividends declared was due igleehnumber of stock options and
stock appreciation rights being exercised.
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Segment Results of Operations — 2009 vs. 2008

We evaluate the operating performance of our seggimsed on financial measures such as revenuesdiusted OIBDA. Adjusted
OIBDA is defined as revenues less costs of reveandsselling, general and administrative expengelsiding: (i) mark-to-market stock-
based compensation, (ii) depreciation and amoitizaiii) amortization of deferred launch incergsy (iv) exit and restructuring charges,

(v) certain impairment charges, and (vi) gainsgé®3 on business and asset dispositions. We ssm#éasure to assess operating results and
performance of our segments, perform analyticalmamisons, identify strategies to improve perforngaacd allocate resources to each
segment. We believe Adjusted OIBDA is relevantnizestors because it allows them to analyze theatipgrperformance of each segment
using the same metric management uses and alsiol@samvestors a measure to analyze the operagirigrmance of each segment against
historical data. We exclude mark-to-market stockesbcompensation, exit and restructuring charggsairment charges, and gains

(losses) on business and asset dispositions freroalculation of Adjusted OIBDA due to their voliyi or non-recurring nature. We also
exclude the depreciation of fixed assets and amatitin of intangible assets and deferred launcénitiges as these amounts do not represent
cash payments in the current reporting period. stéjdi OIBDA should be considered in addition to, ftta substitute for, operating income,
net income, cash flows provided by operating atitisiand other measures of financial performangerted in accordance with U.S. GAAP.

Additionally, certain corporate expenses are exafiilom segment results to enable executive managetm evaluate segment
performance based upon decisions made directlefsent executives. Additional financial information our segments and geographical
areas in which we do business is set forth in idtéo the consolidated financial statements inauddtem 8, “Financial Statements and
Supplementary Data” in this Annual Report on FoBrKl

Total consolidated Adjusted OIBDA was calculateda®ws (in millions).

% Change
Year Ended December 31, Favorable/
2009 2008 (Unfavorable)
(recast) (recast)
Revenues
U.S. Networks $ 2,17 $ 2,11¢ 3%
International Network 1,131 1,09 3%
Education and Othe 14¢ 142 4%
Corporate and int-segment elimination 9 27 (67)%
Total revenue 3,45¢ 3,38 2%
Costs of revenues, excluding depreciation and anaidn @) (1,044 (2,002) (4%
Selling, general and administrati® (989 (1,144 14%
Add: Amortization of deferred launch incentiv@ 55 75 (271)%
Adjusted OIBDA $  1,48¢ $ 1,311 13%

@ Costs of revenues and selling, general and admatiis expenses exclude mark-to-market stock-basagpensation, depreciation and

amortization, restructuring and impairment chargesl, gains on dispositior
Amortization of deferred launch incentives are uigeld as a reduction of distribution revenues fporéng in accordance with GAAP,
but are excluded from Adjusted OIBD

@
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The following table presents our Adjusted OIBDA,dBgment, with a reconciliation of total consolethdjusted OIBDA to
consolidated operating income (in millions).

% Change
Year Ended December 31, Favorable/
2009 2008 (Unfavorable)
(recast) (recast)
Adjusted OIBDA:
U.S. Networks $ 1,22¢ $  1,11¢ 10%
International Network 44% 382 16%
Education and Othe 16 12 33%
Corporate and int-segment elimination (204) (201) (D)%
Total Adjusted OIBDA 1,48¢ 1,311 13%
Amortization of deferred launch incentiv (55) (75) 27%
Mark-to-market stoc-based compensatic (20%) 69 NM
Depreciation and amortizatic (152 (280) 16%
Restructuring and impairment char (52 (62) 15%
Gains on disposition 252 — — %
Operating incom: $ 127 $ 1,064 20%

NM = not meaningful

U.S. Networks

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

% Change
Year Ended December 31, Favorable/
2009 2008 (Unfavorable)
(recast) (recast)

Revenues

Distribution $ 982 $ 927 6%

Advertising 1,082 1,05¢ 2%

Other 10€ 13C (18)%
Total revenue 2,17(C 2,11¢ 3%
Costs of revenues, excluding depreciation and anaidn (544) (541 ()%
Selling, general and administrati (41¢) (490) 15%
Add: Amortization of deferred launch incentiy 21 34 (38)%
Adjusted OIBDA 1,22¢ 1,11¢ 10%
Amortization of deferred launch incentiv (22) (39 38%
Mark-to-market stoc-based compensatic @ 4 75%
Depreciation and amortizatic (30 (57 47%
Restructuring and impairment char (32) (57) 46%
Gains on disposition 252 — — %
Operating incom: $ 1,39 $ 96€ 45%

Revenue

Distribution revenues increased $55 million, priityadue to annual contractual rate increases fes feharged to operators who
distribute our networks, an increase in paying stbers, principally for networks carried on theithl tier, and a $13 million decrease in
amortization of deferred launch incentives. Thesedases were partially offset by a $20 millionrdase for the effect of deconsolidating the
U.S. Discovery Kids network in May 2009 and theeati® of a revenue correction recorded in 2008itica¢ased revenues $8 million.
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Advertising revenues increased $24 million, whidswdriven by higher ratings and increased pricivfgch were partially offset by a
decline in sellouts due to softness in the advagimarketplace.

Other revenues decreased $24 million, which wagfwally driven by a $25 million decline in merchilise revenues due to the
transition of our commerce business model in €209 from primarily selling merchandise directlydmnsumers to licensing our brands to
merchandise companies.

Costs of Revenues

Costs of revenues, which consist primarily of cabexpense, sales commissions, production costsliatrtbution costs, increased $3
million. The increase in costs of revenues wasatriy a $30 million increase in content expenseghvvas due to increases in amortization
and write-offs of capitalized content costs. Thaéase in content expense was partially offset 8%2amillion decrease for the effect of
deconsolidating the U.S. Discovery Kids networlviay 2009, and an $18 million decline due to thedition of our commerce business
model in early 2009.

Selling, General and Administrativ

Selling, general and administrative expenses, wpigitipally comprise employee costs, marketingsagsearch costs and occupancy
and back office support fees, decreased $72 milbatreased selling, general and administrativersgs was attributable to lower
marketing and overhead costs, which was due toredsttion efforts, a $5 million decline for théezft of deconsolidating the U.S. Discov
Kids network in May 2009, and an $11 million deelidue to the transition of our commerce businesseiria early 2009.

Adjusted OIBDA

Adjusted OIBDA increased $111 million, primarily&to increased distribution revenues, growth ineatising sales, lower employee
and marketing costs, and a $5 million increasetdulee transition of our commerce business modehbity 2009. These improvements were
partially offset by increased content expenseatteence of a revenue correction recorded in 20@Baa $8 million decrease for the effect of
deconsolidating the U.S. Discovery Kids networkviay 2009.

International Networks

The following table presents, for our InternatioNatworks segment, revenues by type, certain dpgrakpenses, contra revenue
amounts, Adjusted OIBDA, and a reconciliation ofidgted OIBDA to operating income (in millions).

% Change
Year Ended December 31, Favorable/
2009 2008 (Unfavorable)
(recast) (recast)
Revenues
Distribution $ 71€ $ 701 2%
Advertising 344 33€ 2%
Other 71 60 18%
Total revenue 1,131 1,097 3%
Costs of revenues, excluding depreciation and anabidn (4039) (372 (8)%
Selling, general and administrati (317 (389 17%
Add: Amortization of deferred launch incenti\ 34 41 A%
Adjusted OIBDA 44E 382 16%
Amortization of deferred launch incentiv (39 (47) 17%
Depreciation and amortizatic (398) (37 (3)%
Restructuring and impairment char (19 2 NM
Operating incom: $ 35¢ $ 302 19%

NM = not meaningful
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Revenues

Distribution revenues increased $15 million, whiegds attributable to growth in the number of paysapscribers in Latin America,
EMEA, and Asia-Pacific due to growth in pay telémsservices in these regions, which was partiaffget by a $38 decline due to
unfavorable changes in foreign currency exchantgsra

Advertising revenues, which increased $8 milliomsvinigher in the U.K., EMEA, and Latin America,vém by increased viewership.
Increased viewership was due to growth in pay telew services and expanded distribution of ouwoeks in these regions. For 2009,
advertising revenues also benefited from an admgisales representation contract renewal, whashlted in a $6 million settlement of prior
contract disputes and our ability to further mareethur audience delivery on a prospective basies@lincreases were partially offset by a
million decrease due to unfavorable changes indareurrency exchange rates.

Other revenues increased $11 million due prim&al$6 million recorded in connection with renegbitig our agreements to provide
licenses and program access to a venture.

Costs of Revenues

Costs of revenues, which consist primarily of cahexpense, distribution costs, sales commissiodspaoduction costs, increased $31
million. The increase in costs of revenues wastduggher content expense and distribution costichwvere partially offset by lower licen
fees for music rights and changes in foreign cuyeexchange rates. Content expense increased $&hmihich was driven by increased
write-offs and amortization. Distribution costsiieased $6 million, which was attributable to expagdhe distribution of our networks in
certain markets. The decrease in license fees tisiamights was due to $6 million reversal of musgihts liabilities in 2009 as a result of
changes in estimates for amounts accrued in peoogs. Overall, costs of revenues were $27 millawer due to favorable changes in
foreign currency exchange rates.

Selling, General and Administrativ

Selling, general and administrative expenses, wpigitipally comprise employee costs, marketingsagsearch costs and occupancy
and back office support fees, decreased $67 milbatreased selling, general and administrativees@s was primarily attributable to lower
marketing as a result of cost savings initiatises] to a lesser extent lower employee costs drestaicturings that eliminated certain
positions and changes in foreign currency exchaatgs. Overall, selling, general and administragixpenses were $28 million lower due to
favorable changes in foreign currency exchangesrate

Adjusted OIBDA

Adjusted OIBDA increased $63 million, driven by leimmarketing and employee costs, increased disivibvevenues, higher
advertising sales, growth in other revenues, aa®@909 reversal of music rights liabilities recatde prior periods. These improvements
were partially offset by increased content expehiggher distribution costs, and a $17 million deelfrom unfavorable changes in foreign
currency exchange rates.
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Education and Othel

The following table presents, for our Education &ttler segment, revenues by type, certain operatipgnses, Adjusted OIBDA, and
a reconciliation of Adjusted OIBDA to operating arae (in millions).

% Change
Year Ended December 31, Favorable/
2009 2008 (Unfavorable)
(recast) (recast)
Revenues
Advertising $ 1 $ — — %
Other 147 14z 3%
Total revenue 14¢ 14z 3%
Costs of revenues, excluding depreciation and
amortizatior (90) (84) (7)%
Selling, general and administrati (42 (47 11%
Adjusted OIBDA 16 12 33%
Depreciation and amortizatic (6) (8) 25%
Restructuring and impairment charg 2 — — %
Operating incom: $ 8 $ 4 10(%

Revenues

Other revenues increased $4 million, primarily tugrowth in subscriptions for access to an ondimeaming service that includes a
suite of curriculum-based tools, which was parialtfset by declines in hard copy curriculum-basedtent and postproduction audio
services. The increase in subscriptions for ouineWOD service and the decline in hard copy canteftects the continued migration from
hardcopy to online distribution of our curriculumased tools. The decline in postproduction audieices was driven by the overall decline

the DVD marketplace.

Costs of Revenues

Costs of revenues, which consist principally ofdurction costs, royalty payments, and content ex@ensreased $6 million primarily
due to increased production costs at our educatidnpostproduction audio businesses.

Selling, General and Administrative Expens

Selling, general and administrative expenses, wpigitipally comprise employee costs, occupancylaauk office support fees and
marketing costs, decreased $5 million, which wagedrby lower costs at our postproduction audianess as a result of cost savings

initiatives.
Adjusted OIBDA

Adjusted OIBDA increased $4 million, primarily dteecost savings initiatives at our postproductiadia business and growth in
subscriptions to our online streaming services. ifbeeases were partially offset by increases aupction costs and a decline in
postproduction audio services.
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Corporate and Inter-segment Eliminations

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

% Change
Year Ended December 31, Favorable/
2009 2008 (Unfavorable)
Revenues
Other $ 9 $ 27 (67)%
Total revenue 9 27 (67)%
Costs of revenues, excluding depreciation and
amortizatior @) (5) (40)%
Selling, general and administrati (206 (229 8%
Adjusted OIBDA (204) (207) ()%
Mark-to-market stoc-based compensatic (209) 73 NM
Depreciation and amortizatic (78) (78) — %
Restructuring and impairment charg (5) (2) NM
Operating los: $ (491 $ (208 NM

NM = not meaningful

Corporate functions primarily consist of executimanagement, administrative support services, aotidased venture, and substantit
all of our stock-based compensation. Consistert witr segment reporting, corporate expenses afteddfrom segment results to enable
executive management to evaluate business segmedatpance based upon decisions made directly binbss segment executives.

Other revenues decreased $18 million as a residinar DVD sales at a consolidated venture, whigls attributable to a decline in
sales of the Planet Earth DVD series that was selb@an 2007. Costs of revenues increased $2 milianto increased content costs. Selling,
general and administrative expenses decreased Hilohnwhich was primarily attributable to resttucings that eliminated certain positions
and cost reduction efforts.

LIQUIDITY AND CAPITAL RESOURCES
Liquidity
Sources and Uses of Ca:
Our principal sources of cash are cash and caskiadegunts on hand, cash flows from operating adésitavailable borrowing capacity
under our revolving credit facility and access épital markets. As of December 31, 2010, we hadeqipately $1.5 billion of total capital

resources available, comprised of $454 millionastcand cash equivalents on hand, excluding ambefdsy consolidated ventures, and
approximately $1.0 billion available to borrow undeir revolving credit facility.

As a public company, we may have access to otheres of capital such as the public bond and eeuitgkets. On June 17, 2009, we
filed a Registration Statement on Form S-3 (“SRalfjistration”) with the U.S. Securities and Excha@pmmission in which we registered
securities, including debt securities, common senol preferred stock. We have issued $3.5 billiopublic senior notes under this Shelf
Registration. Access to sufficient capital in thessrkets is not assured and is dependent on thentwquity and credit markets.

We took advantage of a decrease in interest raggkhle in the capital markets to extend our deaturities by refinancing most of our
outstanding debt in June 2010. On June 3, 2010, Bslled $3.0 billion of senior notes with amoungguming in June 2015, 2020 and 2040.
Interest on the senior notes is payable on Jumel Dacember 1 of each year, beginning on Decemi®#010. We used the net proceeds of
the offering plus cash on hand to repay $2.9 bilbatstanding under our term loans and privatelgt Benior notes prior to maturity. The
repayments resulted in a pretax loss on extingustirof debt of $136 million, which included $114llian for make-whole premiums, $12
million of noncash write-offs of unamortized defsrfinancing costs and $10 million for the repaytwdrihe original issue discount on our
term loans.
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On October 13, 2010, we entered into a new $1l@mbitevolving credit facility that expires in Odier 2013. If we were to experience a
significant decline in operating performance, oréhto meet an unanticipated need for additionaitabpeyond our available commitments,
there is no certainty that we would be able to s&tlke needed capital. Covenants in our revolviaditfacility may constrain our capacity
for additional debt. Although our leverage andiiest coverage covenants limit the total amountetit dve might incur relative to our
operating cash flow, we would continue to maint@ampliance with our borrowing covenants with a S@Juction in our current operating
performance, as defined in the credit agreementwdfe in compliance with all covenants and custgnpaovisions and there were no events
of default as of December 31, 2010.

Our primary uses of cash have been the repaymenttsfanding borrowings, debt and related intetbstcreation and acquisition of
new content, operating expenditures, repurchass®ok, funding to ventures, and business acooisitiWe anticipate that our existing cash
and cash equivalents on hand, cash generated bgtiogeactivities and available to us should bédisigint to meet our anticipated cash
operating requirements for at least the next tweteaths.

We plan to continue to significantly invest in ttreation and acquisition of new content. Additioimérmation regarding contractual
commitments to acquire content is set forth ingéetion titled “Commitments and Off-Balance ShegbAgements” in Item 7,
“Management’s Discussion and Analysis of Result®pérations and Financial Condition” in this Ann&aport on Form 10-K.

On August 3, 2010, we implemented a stock repuchasgram, pursuant to which we are authorizeditohase up to $1.0 billion of
our common stock. We expect to fund repurchasesigiir a combination of cash on hand, cash genebgtegerations, borrowings under ¢
revolving credit facility and future financing treactions. Under the program, management is autftbtz purchase shares from time to time
through open market purchases or privately negatigansactions at prevailing prices as permitiesdeurities laws and other legal
requirements, and subject to stock price, busioesditions, market conditions and other factorse Tépurchase program does not have an
expiration date. During 2010, we repurchased 2.Big&omshares of our Series C common stock for $affion through open market
transactions. The repurchases were funded usitigacaband. As of December 31, 2010, we had rengimirthorization of $895 million for
future repurchases of common stock. The $105 mibiggregate purchase price of the acquired stosk@@rded in a separate account as a
reduction of equity. We repurchased an additior8 2nillion shares of our Series C common stocks&8 million from January 1, 2011
through February 8, 2011.

On December 13, 2010, we repurchased and retiygaémately 13.73 million shares of our Series @wartible preferred stock from
Advance/Newhouse for an aggregate purchase pri$gQff million. The repurchase was made outsidaiopablicly announced stock
repurchase program. The $500 million aggregatehase price was recorded as a decrease of $100,@a0 value, $234 million to additior
paid-in capital, and $266 million to retained eags because the additional paid-in capital reltdgtie series of shares repurchased was
reduced to zero.

We have interests in various ventures. Pursuaveniture arrangements, as of December 31, 2010evecanmitted to fund up to $234
million, of which $165 million had been funded.Angust 2010, the OWN venture agreement was amentéth, among other matters,
increased our funding commitment to OWN from $100ion to $189 million. The funding will be in thivrm of a revolving loan from DCL
and/or debt financing from a third-party lendeX@/N. As of December 31, 2010, we have funded $18iomto OWN, including interest
accrued on outstanding borrowings. We currentlyeekpo finance any additional funding needs for O¥ihddugh member loans. Based on
OWN'’s currently anticipated expenses and projebtedet for 2011, we believe that its funding neled2011 in excess of our funding
commitments could be approximately $50 million, leging accrued interest. We anticipate that sudfitifunds will be available to meet
funding needs under our obligations and any additi© WN member loans we determine to make in 2@dd expect to recoup the amounts
funded provided that the ventures are profitabkkfzave sufficient funds to repay us.

In 2011, we expect our uses of cash to includecmately $200 million for interest payments rethte our outstanding indebtedness,
periodic derivative payments and capital leasegalibns, and approximately $50 million for capgapenditures. We expect tax payments in
2011 to decrease as a result of the extensioredfthlaw that allows for the immediate deductibreeartain domestic programming costs.
Additionally, we expect to continue to make payrsdotsettle vested cash-settled equity awards.ahetmounts expensed and payable for
cash-settled awards are dependent on future ciimgeof fair value which are primarily affected tlyanges in our stock price or changes in
the number of awards outstanding. During 2010, aid $158 million for cash-settled equity awards.oA®ecember 31, 2010, we accrued
$125 million for outstanding cash-settled equityaads, of which $118 million was classified as caotre
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Cash Flows
Changes in cash and cash equivalents were as fo{lovmillions).

Year Ended December 31,

2010 2009 2008

(recast, (recast,
Cash and cash equivalents, beginning of pe $ 623 $ 94 $ 20¢
Cash provided by operating activiti 66¢ 642 573
Cash (used in) provided by investing activit (290 23¢ 88
Cash used in financing activiti (647) (35€) (779
Effect of exchange rate changes on cash and casvaénts 6 5 (2
Net change in cash and cash equival 157) 52¢ (115)
Cash and cash equivalents, end of pe 46€ $ 622 $ 94

Changes in cash and cash equivalents include asoelated to discontinued operations.

Operating Activities

Net cash provided by operating activities for 2@idieased by $26 million as compared to 2009. Tikeease in cash provided by
operating activities was driven by increased easiprincipally from increased advertising andribsition revenues at our U.S. Networks
and International Networks segments, and a dece49 million in tax payments, principally duedmonrecurring tax payment in 2009
related to the gain on the U.S. Discovery Kids Seantion. These increases were partially offsett4dnillion of make-whole premiums
paid in connection with refinancing most of oursiahding debt in June 2010 and a $77 million ireeaa payments for cash-settled equity
awards. The increase in payments for cash-settjeitlyeawards was attributable to the increaseiinvi@ue of outstanding awards due to the
increase in the prices of our Series A common sameksettlements of SARs granted in late 2008 arlgt 2009 as part of a transition from
existing equity plan under which we typically graghttash-settled awards to a new equity plan untieshwve typically issue stock-settled
awards.

For 2009, net cash provided by operating activitieseased by $69 million as compared to 2008 dased cash provided by operating
activities was due principally to increased earsjrdyiven by increased distribution and advertisengenues at our U.S. Networks and
International Networks segments, and to a lessenejower payments for content rights and therigrof payment of our operating liabiliti
These increases were partially offset by increéaaegayments, primarily nonrecurring tax payment2009 related to the gain on the U.S.
Discovery Kids Transaction, and higher paymentsésh-settled equity awards due to the increat@rimalue of outstanding awards due to
the increase in the prices of our Series A comntocks

Investing Activities

Net cash used in investing activities for 2010 %480 million as compared to cash provided by irmgsactivities of $238 million for
2009. The decline in cash flows from investing\dtiés was due to a decline in cash from businessivestment dispositions, an increase in
cash used for business acquisitions, and incrdaselihg payments to unconsolidated ventures, whiete partially offset by a reduction in
capital expenditures. Cash used in investing ds/during 2010 consisted of $127 million in fumglito our unconsolidated network
ventures, payments of $49 million for property agglipment acquisitions and $35 million for the fase of an uplink facility, which were
partially offset by net proceeds of $24 millionateld to the sale of our Antenna Audio businessh@asvided by investing activities for 2009
principally includes a $300 million nonrecurringyp@ent received in connection with the U.S. Discgu€ids Transaction and $24 million in
proceeds from the sale of investments, which wargally offset by $55 million of property and eguient acquisitions and $31 million in
funding to our unconsolidated ventures. The ineéadunding to ventures was due to additional£ést selling, general and administrative
expenses and content development related to thehaaf OWN on January 1, 2011.

Net cash provided by investing activities for 200&eased by $150 million as compared to 2008.imbesase in cash flows from
investing activities was due to increased procéenfs business dispositions and a decrease in ¢agi@nditures, which were partially offs
with cash received in connection with our formatier2008 and increased funding payments to uncateteld ventures. Cash provided by
investing activities for 2008 primarily reflects3 million from the dispositions of AccentHealthMSTS and certain buildings and
equipment, which were components of AMC, $39 millreceived from DHC in connection with our formation September 17, 2008 and
$24 million in proceeds from the sale of investrsemthich were partially offset by $102 million afgperty and equipment acquisitions. The
increase in funding to ventures was due to additioosts for selling, general and
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administrative expenses and content developmeatesult of the formation of OWN in June 2008. Teerease in property and equipment
acquisitions reflects cost reduction initiatives.

Financing Activities

During 2010, net cash used in financing activiiemprised of $2.9 billion of repayments of termnsand private senior notes, $500
million for the repurchase of 13.73 million shaof®ur Series C convertible preferred stock, $14l8an related to the acquisition of the
remaining 50% ownership interest in the internatlodnimal Planet and Liv networks, $105 million fitve repurchase of 2.99 million shares
of our Series C common stock, and $31 million etrithutions to noncontrolling interests, which weeetially offset by approximately $3.0
billion of net proceeds for the issuance of pubbaior notes and $47 million of proceeds from stufion exercises. We used the debt
offering proceeds and cash on hand to repay onr f@ans and private senior notes.

For 2009, net cash used in financing activitiemprily consisted of the repayment of $1.0 billidrterm loans and $315 million of
borrowings under our revolving credit facility, vehi were partially offset by borrowings and debu#sces for which we received net
proceeds of $970 million and $28 million of procedém stock option exercises.

Net cash used in financing activities for 2009 dased by $418 million as compared to 2008. Thea used in financing activities
during 2008 was driven by $356 million distribuiacconnection with the AMC spinoff, $257 million ofpayments of term loans and private
senior notes, and $125 million of borrowings unaler revolving credit facility.

Capital Resources
As of December 31, 2010, we had approximately $illisn of total capital resources available, whighs comprised of the following
(in millions).

As of December 31, 2010
Outstanding

Total Letters of Outstanding Unused

Capacity Credit Indebtednes: Capacity

Cash and cash equivalel $ 454 $ — $ — $ 454

Revolving credit facility 1,00(¢ 1 — 99¢

Fixed rate public deb

3.70% Senior Notes, se-annual interest, due June 2( 85( — 85( —
5.625% Senior Notes, se-annual interest, due August 20 50C — 50C —
5.05% Senior Notes, se-annual interest, due June 2( 1,30( — 1,30( —
6.35% Senior Notes, se-annual interest, due June 2( 85( — 85( —
3,50( — 3,50( —

Total $4,95¢ $ 1 $ 3,50( $1,45:

Cash and cash equivalents exclude $12 million sl evailable only for use by consolidated ventasesf December 31, 2010.

Additional information regarding the changes in outstanding indebtedness and the significant temmdsprovisions of our revolving
credit facility and outstanding indebtedness ifaeth in Note 10 to the consolidated financiakataents included in Item 8, “Financial
Statements and Supplementary Data” in this AnnegldR on Form 10-K.
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COMMITMENTS AND OFF-BALANCE SHEET ARRANGEMENTS
Contractual Obligations

As of December 31, 2010, our significant contralctimigations, including related payments due bsiqee were as follows (in
millions).

Payments Due by Period

Less than 1 More than
Total Year 1-3 Years 3-5 Years 5 Years
Long-term debt
Principal payment $3,50( $ — $ — $ 85C $ 2,65(
Interest paymenti 2,61( 17¢ 358 34z 1,73(
Capital lease obligatior
Principal payment 12t 28 32 21 44
Interest payment 34 7 11 8 8
Operating lease obligatiol 34C 58 104 86 92
Purchase obligation:
Content 482 374 80 28 —
Other 67€ 177 22C 80 19¢
Total $7,761 $ 82t $ 80t $1,41¢ $ 4,728

The above table does not include certain ltarga obligations reflected on our Consolidated Be¢aSheet as the timing of the paym:
cannot be predicted or the amounts. Such funditigaitons include funding commitments to venturks.of December 31, 2010 we are
committed to fund up to $234 million to venturebwhich $165 million had been funded. Additionalas of December 31, 2010, we have
accrued $125 million for cash-settled stdidsed compensation awards, which are remeasufaid elue each reporting period. Reserves
income taxes have been excluded due to the facivihare unable to reasonably predict the ultimateunt or timing of settlement of our
reserves for income taxes. Our reserves for indaxes totaled $63 million as of December 31, 2010.

Long-term Debt

Principal payments on lonigrm debt reflect the repayment of our outstandigjor notes, at face value, assuming repaymehoedlir
upon maturity. Interest payments on our outstandamgor notes are projected based on the notet'actual rate and maturity.

Capital Lease Obligations

We acquire satellite transponders and other equiptheough multi-year capital lease arrangememiackal payments on capital lease
obligations reflect amounts due under our capiasés agreements. Interest payments on our outgjarapital lease obligations are base:
the stated or implied rate in our capital leaseagrents.

Operating Lease Obligations

We obtain certain office space and equipment umddti-year lease arrangement. Most operating leasegot cancelable prior to their
expiration. Payments for operating leases repraeeramounts due under the agreements assumigtéements are not canceled prior to
their expiration.

Purchase Obligation:

Content purchase obligations include obligationscfmtracts with certain third-party producerstfue production of programming that
airs on our television networks. Production corts@enerally require us to purchase a specifiedoeurof episodes of the program. Content
purchase obligations also include program licetisastypically require payments over the termsheflicenses. Licensed programming
includes both programs that have been deliverechemdvailable for airing and programs that haweyebbeen produced. If the programs are
not produced, our commitments would generally expiithout obligation. We expect to enter into aiddial production contracts and
program licenses to meet our future programminglsee
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Other purchase obligations include multi-year agreets with certain vendors and suppliers for thelpase of goods and services
whereby the underlying agreements are enforcelggally binding and specify all significant tern&gnificant purchase obligations include
transmission services, television rating servioeeketing research, employment contracts, equipmathases, and information technology
and other services. These contracts typically daeguire the purchase of fixed or minimum quaesitand generally may be terminated with
a 30 day to 60 day advance notice without penAltyounts related to employment contracts includes lwasnpensation and do not include
compensation contingent on future events.

Guarantees

We have guaranteed a certain level of operatinfppaance for The Hub venture, which is reduced divee as performance criteria
achieved. As of December 31, 2010, the remainingimmam exposure to loss under this performance gueeawas below $210 million.
Additional information regarding our guaranteeas forth in Note 4 to the consolidated financialtetments included in Item 8, “Financial
Statements and Supplementary Data” in this AnnegldR on Form 10-K.

Off-Balance Sheet Arrangements

We have no material off-balance sheet arrangentastdefined in Iltem 303(a)(4) of Regulation S-Kjtthave or are reasonably likely
to have a current or future effect on our financiahdition, changes in financial condition, revesioe expenses, results of operations,
liquidity, capital expenditures or capital resowwce

RELATED PARTY TRANSACTIONS

In the ordinary course of business we enter irtndactions with related parties, primarily Libe@lpbal, Inc., Liberty Media
Corporation, and Ascent Media Corporation and thespective subsidiaries and affiliates, and congsain which we have an interest
accounted for under the equity method. Informategarding transactions and amounts with relatetigsais set forth in Note 19 to the
consolidated financial statements included in I&rfFinancial Statements and Supplementary DataliismmAnnual Report on Form 10-K.

NEW ACCOUNTING AND REPORTING PRONOUNCEMENTS

We adopted certain accounting and reporting stalsdduring 2010. Information regarding our adoptidbnew accounting and reportil
standards is set forth in Note 2 to the consoliifiteancial statements included in Item 8, “Finah&tatements and Supplementary Data” in
this Annual Report on Form 10-K.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of our financial statements in oomfty with U.S. GAAP requires management to mastineates, judgments and
assumptions that affect the amounts reported icahsolidated financial statements and accompamnyatgs. On an ongoing basis, we
evaluate estimates, which are based on historikpereence and on various other assumptions beliss@sbnable under the circumstances.
The results of these evaluations form the basisnfaking judgments about the carrying values oftassed liabilities and the reported amount
of expenses that are not readily apparent fromratherces. Actual results may differ from thesénesties under different assumptions.
Critical accounting policies impact the presentati6 our financial condition and results of operati and require significant judgment and
estimates. An appreciation of our critical accougipolicies facilitates an understanding of ouafiaial results. Unless otherwise noted, we
applied our critical accounting policies and estissanethods consistently in all material respectsfar all periods presented. For further
information regarding these critical accountingigieb and estimates, please see the Notes to agplidated financial statements.

Use of Estimates

The preparation of financial statements in accacdamith U.S. generally accepted accounting prirsigfGAAP”) requires
management to make estimates, judgments and aseumfitat affect the amounts and disclosures regont the accompanying consolidated
financial statements and notes. Management corfyrmgaevaluates its estimates, judgments and agsans and management’s assessments
could change. Actual results may differ from thesémates and could have a material impact ondbenapanying consolidated financial
statements.

Significant estimates inherent in the preparatibauw consolidated financial statements include,are not limited to, consolidation of
VIEs, accounting for acquisitions, dispositiondowhnces for doubtful accounts, content rightseagspairments, redeemable noncontrolling
interests, fair value measurements, revenue retognhdepreciation and amortization, stock-basedmensation, income taxes and
contingencies.
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Revenue Recognition

We generate revenues principally from: (i) feesrgld to operators who distribute our networks, Whidmarily include cable and
DTH satellite service providers, (ii) advertisingjdson our networks, websites and other digital imeérvices, and (iii) other transactions,
including curriculum-based products and servicHsiade and advertising sales representation sesvfor third-party networks, content
licenses, postproduction audio services, and tie@sing of our brands for consumer products.

General

Revenue is recognized when persuasive evidencealka arrangement exists, delivery occurs or ses\are rendered, the sales price is
fixed or determinable and collectability is readagassured. Distribution revenues are reportedhegmittance of sales tax, value added tax
and other taxes collected from customers. Howalistribution revenues are inclusive of foreign waitiding income tax. Revenue recogni
for each source of revenue is also based on thenfiolg policies.

Distribution

Cable operators, satellite service providers ahdradistributors typically pay a per-subscriber figethe right to distribute our
programming under the terms of distribution cortsgtdistribution revenues”). The majority of ousttibution fees are collected monthly
throughout the year. Distribution revenues are gatzed over the term of the contracts, including fiee periods, based on contracted
programming rates and reported subscriber levéls.amount of distribution revenues due to us isntegd by distributors based on actual
subscriber levels. Such information is generallyreceived until after the close of the reportimgipd. In such cases, reported distribution
revenues are based upon our estimate of the numfibabscribers receiving our programming for pesiadhich the distributor has not yet
reported. Our subscriber estimates are based andkerecent remittance or confirmation of subsslreceived from the distributor. We
subsequently adjust our estimated amounts basedthpactual amount of subscribers. Historicaledéhces between actual amounts and
estimates have not been material.

Distribution revenues are recognized net of inegstiwe provide to operators in exchange for cagrgior networks. Incentives typica
include cash payments to operators (“launch ingest), providing the channel to the distributor for free & predetermined length of time,
both. Launch incentives are capitalized as asggts launch of our network by the operator and arertized on a straight line basis as a
reduction of revenue over the term of the contriactuding free periods. In instances where thériistion agreement is extended prior to the
expiration of the original term, we evaluate thereamics of the extended term and, if it is detemdithat the launch asset continues to be
us over the extended term, then we will adjustatim@rtization period of the remaining launch incesgiaccordingly. Other incentives are
recognized as a reduction of revenue as incurretbréization of launch incentives was $42 millios5%million and $75 million for 2010,
2009 and 2008, respectively.

Advertising

Advertising revenues are principally generated fthmsale of commercial time on television netwoAgvertising revenues are
recognized net of agency commissions in the pexdhertising spots are aired.

A substantial portion of the advertising contrantthe U.S. guarantee the advertiser a minimumeaagi level that either the prograrr
which their advertisements are aired or the adsamrient will reach. Revenues are recognized foatheal audience level delivered. We
provide the advertiser with additional advertisgmpts in future periods if the guaranteed audiéenve is not delivered. Revenues are
deferred for any shortfall in the audience levdiliguch time as the required audience level isrdetd. Audience guarantees are initially
developed internally based on planned programnfiisgorical audience levels, the success of pilogpams, and market trends. In the U.S.,
actual audience and delivery information is putdisby independent ratings services. In certairairests, the independent ratings information
is not received until after the close of the rejpgrperiod. In these cases, reported advertisimgmee and related deferred revenue is based
upon our estimate of the audience level delivestdgithe most current data available from the iedejent ratings service. We subsequently
adjust our estimated amounts based upon the aid&nce delivered. Historical differences betwaetnal amounts and estimates have not
been material.

Advertising revenues from online properties ar@gmized either as impressions are delivered osdinéices are performed.

Other

Revenues for curriculum-based services are recednitably over the contract term. Revenues frostgroduction audio services are
recognized using the milestone method.
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Deferred Revenue

Deferred revenues primarily consist of amountsiueckfor television advertising for which the adiging spots have not yet aired and
advanced billings to subscribers for access tacauiculum based streaming services. The amouassified as current are expected to be
earned within the next year.

Content Rights

Content rights principally consist of televisionries and television specials. Content aired ont@levision networks is primarily
obtained through third-party production companied i@ classified either as produced, coproducdit@nsed. Substantially all produced
content includes programming for which we have gedathird parties to develop and produce, but we owst or all rights. Coproduced
content refers to programs for which we collaboweité third parties to finance, develop and disitédy and we retain significant rights to
exploit the programs. Licensed content is compr@dfdims or series that have been previously poadlby third parties. Capitalized content
costs are stated at the lower of cost less accuetuéanortization or net realizable value.

Costs of produced and coproduced content consd#welopment costs, acquired production costs¢meduction costs, certain
production overhead costs and participation caXtsts incurred for produced and coproduced comtentapitalized if we have previously
generated revenues from similar content in estaddisnarkets and the content will be used and regewill be generated for a period of at
least one year. Our coproduction arrangements gkyeepresent the sharing of production cost. rd our costs, but do not record the
costs borne by the other party as we do not shgressociated economics of exploitation. Prograenises typically have fixed terms and
require payments during the term of the license ddst of licensed content is capitalized wherptiograms become available for airing.
Development costs for programs that we have deteranivill not be produced are written off. Additidigadistribution, advertising,
marketing, general and administrative costs aremsgd as incurred.

Amortization of content rights is recognized basadhe proportion that current estimated revenees to the estimated remaining total
lifetime revenues, which results in either an a@@@kbd method or a straight-line method over thienaged useful lives. Amortization of
capitalized costs for produced and coproduced obivegins when a program has been aired. Amortizati capitalized costs for licensed
content commences when the license period beghsh@nprogram is available for use.

We periodically evaluate the net realizable valtieamtent by considering expected future revenumgaion. Estimates of future
revenues consider historical airing patterns amtaréuplans for airing content, including any changestrategy. Estimated future revenues
change based upon market acceptance, networlatdffie rates and advertising, the number of caidesatellite television subscribers
receiving our networks and program usage. Accoldjnge review revenue estimates and planned usadjeewvise our assumptions if
necessary. If actual demand or market conditioadesms favorable than projected, a write-down taealizable value may be required.

All produced and coproduced content is classifietbag-term. The portion of the unamortized licehsentent balance that will be
amortized within one year is classified as a curasset.

Stock-Based Compensation

We have incentive plans under which unit awardssksappreciation rights (“SARs”), stock optionsrfpemance based restricted stock
units (“PRSUs") and service based restricted stotts (“RSUs”) are issued.

We measure the cost of employee services receiverichange for unit awards and SARs based on thedfae of the award less
estimated forfeitures. Because unit awards and S#&sash-settled, we remeasure the fair valueesitawards each reporting period until
settlement. Compensation expense, including chaindga# value, for unit awards and SARs is recaegni during the vesting period in
proportion to the requisite service that has beexdered as of the reporting date. For grants dfawards with graded vesting, we measure
fair value and record compensation expense fareslling tranches as a single award. For grant@\BsSwvith graded vesting, we measure fair
value and record compensation expense separatedadh vesting tranche. Changes in the fair valuritstanding unit awards and SARS
occur between the vesting date and settlementadlateecorded as adjustments to compensation cotte period in which the changes oct

We measure the cost of employee services receiverichange for stock options based on the fairevafithe award on the date of gr
less estimated forfeitures. Compensation expens&dok options is recognized ratably during thstivg period.

The fair values of unit awards, SARs and stockarytiare estimated using the Black-Scholes opti@ingrmodel. Because the Black-
Scholes option-pricing model requires the use bfesttive assumptions, changes in these assumptammaterially affect the
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fair value of awards. For unit awards and SARs gtkgected term is the period from the grant datbdosesting date of the award. For stock
options, the expected term is estimated to be ¢hieg from the date of grant through the minint between the vesting date and the end ¢
contractual term of the award. Expected volatitypased on a combination of implied volatilitiesrh traded options on our common stock
and historical realized volatility of our commoioak, and considers other factors deemed relevéetdividend yield is assumed to be 0%
because we have no present intention to pay didilefhe risk-free interest rate is based on U.8aJury zero-coupon issues with a
remaining term equal to the expected term of thardw

Vesting for certain PRSUs is subject to satisfyohgective operating performance conditions whilstig for other PRSUs is based on
the achievement of a combination of objective anjective operating performance conditions. Comptos expense for PRSUs that vest
based on achieving objective operating performaoogitions is measured based on the fair valuaioSeries A common stock on the date
of grant less estimated forfeitures. Compensatiqreese for PRSUs that vest based on achievingdiugeperating performance conditions
is remeasured at fair value of our Series A comstook each reporting period until the date of vestess estimated forfeitures.
Compensation expense for all PRSUs is recognizetllyaduring the vesting period only when it is lpable that the operating performance
conditions will be achieved. We record a cumulatidgustment to compensation expense for PRSUsIiétts a change in the determination
of whether or not it is probable the operating perfance conditions will be achieved.

We measure the cost of employee services receiverichange for RSUs based on the fair value oSanies A common stock on the
date of grant less estimated forfeitures. Compeéensaixpense for RSUs is recognized ratably dutirgviesting period.

When recording compensation cost for stbelsed awards, we are required to estimate the nushbevards granted that are expecte
be forfeited. In estimating forfeitures, we consitlistorical and expected forfeiture rates andrieievents when such information is known.
On an ongoing basis, we adjust compensation expgsrsssl on actual forfeitures and revise the farfeitate as necessary.

Stock-based compensation expense is recordedasEooent of “Selling, general and administrativepense. We classify as a current
liability the intrinsic value of unit awards and BA that are vested or will become vested withinyees.

Excess tax benefits realized from the exercise¢auksoptions and vested RSUs and PRSUs are repastedsh inflows from financing
activities rather than as a reduction of taxes paithsh flows from operating activities on the €olidated Statements of Cash Flows.

Gooduwill and Indefinite-lived Intangible Assets

We test goodwill and other indefinite-lived intablgi assets for impairment annually during the fogaarter and earlier upon the
occurrence of certain events or substantive chaimgescumstances. Goodwill is allocated to varioeggorting units, which are generally an
operating segment or one reporting level belowotherating segment. Goodwill impairment is deterrdinsing a two-step process. The first
step of the process is to compare the fair valiereporting unit with its carrying amount, incladigoodwill. In performing the first step, we
determine the fair value of a reporting unit byngsa combination of a discounted cash flow (“DC&fialysis and market-based valuation
methodologies. Determining fair value requiresekercise of significant judgments, including judgrgeabout appropriate discount rates,
perpetual growth rates, relevant comparable companyings multiples and the amount and timing eexed future cash flows. The cash
flows employed in the DCF analyses are based obwdget, long-term business plan, and our recesrtadipg performance. Discount rate
assumptions are based on an assessment of themésknt in future cash flows of the respectiveoréipg unit. In assessing the
reasonableness of our determined fair values, &kiate our results against other value indicatoch &s comparable company public trac
values, research analyst estimates and valuesvadolsier market transactions. If the fair value @éporting unit exceeds its carrying amount,
goodwill of the reporting unit is not impaired athe second step of the impairment test is not saeeslf the carrying amount of a reporting
unit exceeds its fair value, the second step ofjtre@will impairment test is required to be perfedio measure the amount of impairment
loss, if any. The second step of the goodwill immpaint test compares the implied fair value of #ygorting unit’s goodwill with the carrying
amount of that goodwill. The implied fair valuegdodwill is determined in the same manner as theuatof goodwill recognized in a
business combination. In other words, the estimiied/alue of the reporting ung’identifiable net assets excluding goodwill armpared tc
the fair value of the reporting unit as if the repay unit had been acquired in a business comioinand the fair value of the reporting unit
was the purchase price paid. If the carrying amof@ittie reporting unit’s goodwill exceeds the ineglifair value of that goodwill, an
impairment loss is recognized in an amount equtidbexcess.

The impairment test for other intangible assetssnbfect to amortization involves a comparisorhef éstimated fair value of the
intangible asset with its carrying value. If thergang value of the intangible asset exceeds itsvi@ue, an impairment loss is recognized i
amount equal to that excess. The estimates ofditiie of intangible assets not subject to amortpadre determined using a DCF valuation
analysis, a market-based valuation analysis, dr.bot
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2010 Impairment Testing

The majority of our goodwill balance is the resaflthe Discovery Formation on September 17, 20@Baatransaction with Cox
Communications Holdings, Inc. in 2007 (the “Cox 3action”). As a result of the Discovery Formatiome, allocated $1.8 billion of goodwill
previously allocated to DHC's equity investmenD@H and $251 million of goodwill for the basis difential between the carrying value of
DHC'’s investment in DCH to our reporting units. Tleemation of DCH as part of the Cox Transactioguieed “pushdown” accounting of
each shareholder’s basis in DCH. The result waptisadown of $4.6 billion of additional goodwillgmiously recorded on the investors’
books to DCH reporting units.

We performed our 2010 annual goodwill impairmestitey as of November 30, 2010. We utilized a DCFlel@nd market approach to
estimate the fair value of our reporting units. THeF model utilizes projected financial results éaich reporting unit. The projected financial
results are created from critical assumptions atichates which are based on management’s busitess gnd historical trends. The market
approach relies on data from publicly traded gumgetompanies. For the annual goodwill impairmest performed on November 30, 2010,
we did not significantly change the methodologynirthe prior year to determine the fair value of mporting units.

Impairment: During the quarter ended September 30, 2010nwpaired all CSS goodwill of $11 million. As of Nawéer 30, 2010, the
fair value of all our other reporting units exceedleeir carrying values. We did not perform theosetstep of the goodwill impairment test.

Sensitivity Analysis To illustrate the magnitude of a potential impaént relative to future changes in estimated faiues, there were
no reporting units for which a 20% decline in fa@ue would result in the reporting unit’s carrymglue exceeding its fair value. Given the
reductions required and the assumptions used ifagwalue modeling at the time of our impairmesxiew, there did not appear to be any
likely changes or trigger events that would indécah impairment of our reporting units.

2011 Impairment Testing

In addition to our annual impairment review of gadt] we will be required to perform an interim irajpment review at our U.S.
Networks segment during the first quarter of 208 haesult of contributing the Discovery Healthwak to OWN on January 1, 2011. As®
Discovery Health network was determined to be arless, we will be required to allocate goodwilthe network based on its fair value
relative to the fair value of the remaining portwfithe U.S. Networks segment. As of the time Iifidi this Annual Report on Form 10-K, the
amount of goodwill allocated to the Discovery Hbealetwork is not determinable as the fair valuéveste of the contributed assets has not
been completed.

Long-lived Assets

Long-lived assets such as amortizing trademarlgpmer lists, other intangible assets, and propartyequipment are not required to
be tested for impairment annually. Instead, longdiassets are tested for impairment whenever €eemircumstances indicate that the
carrying amount of the asset may not be recover&hieh events include but are not limited to tkelyi disposal of a portion of such assets or
the occurrence of an adverse change in the markelving the business employing the related asHeds. impairment analysis is required,
the impairment test employed is based on whetheintent is to hold the asset for continued ustodrold the asset for sale. If the intent is to
hold the asset for continued use, the impairmestffirest requires a comparison of undiscountedrauttash flows to the carrying value of the
asset. If the carrying value of the asset excdezlsndiscounted cash flows, the asset would ndekened to be recoverable. Impairment
would then be measured as the excess of fair waleethe asset’s carrying value. Fair value isdgfty determined by discounting the future
cash flows associated with that asset. If the inteto hold the asset for sale and certain oth&gr@a are met, the impairment test involves
comparing the asset’s carrying value to its falugdess costs to sell. To the extent the carryadge is greater than the asset'’s fair value an
impairment loss is recognized in an amount equ#iiedifference. Significant judgments in this airealve determining whether events or
circumstances indicate that the carrying amouth@fasset may not be recoverable, determininguttueef cash flows for the assets involved
and determining the proper discount rate to beiegjh determining fair value.

There were no impairments of long-lived assetsrauz010.

Income Taxes

Income taxes are recorded using the asset antitfiabethod of accounting for income taxes. Defdricome taxes reflect the net tax
effect of temporary differences between the cagmounts of assets and liabilities for financégdarting purposes and the amounts used for
income tax purposes. Deferred taxes are measuiegl nades we expect to apply to taxable incomeeiary in

56



Table of Contents

which those temporary differences are expectedwuerse. A valuation allowance is provided for defdrtax assets if it is more likely than
such assets will be unrealized.

We report a liability for unrecognized income taeqbfits resulting from uncertain tax positions take expected to be taken on a tax
return. Our policy is to classify tax interest grahalties related to tax reserves and unrecogméezebenefits as tax expense. The liability for
these items is included in other current and naeattiabilities on the Consolidated Balance Shastappropriate.

ITEM 7A. Quantitative and Qualitative Disclosures about Marlet Risk.

Our financial position, earnings and cash flowseagosed to market risks and can be affected bgngrother things, economic
conditions, interest rate changes, foreign curréhumtuations, and changes in the market valugsvastments. We have established policies,
procedures and internal processes governing ouagesment of market risks and the use of financiiments to manage our exposure to
such risks. We may use derivative financial insteats to modify our exposure to market risks frorargdes in interest rates and foreign
exchange rates. We do not use derivative finamtsa#luments unless there is an underlying expodurerefore, we do not hold or enter into
financial instruments for speculative trading pups

Interest Rates

We are exposed to the impact of interest rate ampgmarily through our borrowing activities. Ak@ecember 31, 2010, we had
outstanding $3.5 billion under various public semotes with fixed interest rates. Additionally, Wwave access to a $1.0 billion revolving
credit facility, with no amounts outstanding aDafcember 31, 2010. If we were to draw on the raagleredit facility, interest would have
been variable based on an underlying index rate.rBtture and amount of our long-term debt may aarg result of future requirements,
market conditions and other factors.

Fixed and variable rate debts are impacted difterdry changes in interest rates. A change in merést rate or yield of fixed rate debt
will impact the fair market value of such debt, igha change in the interest rate of variable delbimpact interest expense, as well as the
amount of cash required to service such debt. ®j@ctives in managing exposure to interest rategbs are to limit the impact of interest
rate volatility on earnings and cash flows andtedr our overall borrowing costs. To achieve tha@gectives, we may use interest rate swaps
to manage our net exposure to interest rate chaefged to our outstanding indebtedness. For fragel debt, we may enter into variable
interest rate swaps, effectively converting fixaterborrowings to variable rate borrowings indetetIBOR, in order to reduce the amount
of interest paid. For variable rate debt, we mageimto fixed interest rate swaps to effectivakythe amount of interest paid in order to
mitigate the impact of interest rate changes oniegs. There were no material interest rate swapstanding as of December 31, 2010.

As of December 31, 2010, the fair value of our @nding public senior notes was $3.7 billion. Tl¢eptial change in fair value of
these senior notes from an adverse 100 lpasig-change in quoted interest rates across alinitias, often referred to as a parallel shifttie
yield curve, would be approximately $323 millionafDecember 31, 201

Foreign Currency Exchange Rates

We transact business globally and are subjecsks ssociated with changing foreign currency exgbaates. Through December 31,
2010, our International Networks segment repontéal the following four regions, U.K., EMEA, Asia-ific, and Latin America. Cash is
managed centrally within our four internationaliceg with net earnings reinvested locally and wogktapital requirements met from
existing liquid funds. To the extent such fundsraesufficient to meet working capital requirensgrdraw downs in the appropriate local
currency are available from intercompany borrowirgjace earnings of our international operatiomsexpected to be reinvested in those
businesses indefinitely, we do not hedge our imaest in the net assets of those foreign operations.

The functional currency of substantially all of danternational subsidiaries is the local currenidye financial statements of our foreign
subsidiaries are translated into U.S. dollars asgdaur consolidated financial reporting. As ault, fluctuations in exchange rates affect our
financial position and results of operations. Thagarity of our foreign currency exposure is to British pound and the Euro.
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We may enter into spot, forward and option congréitht change in value as foreign currency excheaitgs change to hedge certain
exposures to foreign currency exchange risks asativith the cost for producing or acquiring peegming abroad. These contracts hedge
forecasted foreign currency transactions in ordenitigate fluctuations in our earnings and caskvfl associated with changes in foreign
currency exchange rates. Our objective in managupgsure to foreign currency fluctuations is touaavolatility of earnings and cash flo\
We did not hold any foreign currency derivativetinments at December 31, 2010.

Market Values of Investments

We had investments in entities accounted for uiegequity method and highly liquid instrumentstsas certificates of deposit
(“CDs"), mutual funds and U.S. Treasury securitlest are accounted for at fair value. The carryialyies of investments in equity method
investees were $455 million and the carrying vabfdaavestments in CDs, mutual funds and U.S. Tusasecurities totaled $430 million at
December 31, 2010. Investments in CDs, mutual fuadd U.S. Treasury securities include both fixae and floating rate interest earning
securities that carry a degree of interest rake Fixed rate securities may have their fair maxkatie adversely impacted due to a rise in
interest rates, while floating rate securities meyduce less income than predicted if interessrit. Due in part to these factors, our incc
from such investments may decrease in the fututeypthetical 100 basis-point increase in interatgts would not materially impact the fair
values of our investments in CDs, mutual funds, drfsl Treasury securities as of December 31, 2010.
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MANAGEMENT’'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

Management of Discovery Communications, Inc. (tf@erhpany”) is responsible for establishing and naaimtg adequate internal
control over financial reporting, as such termasined in Rule 13a-15(f) and Rule 15d-15(f) of 8ecurities Exchange Act of 1934, as
amended. The Company’s internal control over fingrreporting includes those policies and procedihnat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositiortief assets of the Company; (i) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakestents in accordance with generally
accepted accounting principles, and provide redderessurance that receipts and expenditures @dngpany are being made only in
accordance with authorizations of management amditiectors of the Company; and (iii) provide rewsue assurance regarding prevention
or timely detection of unauthorized acquisitione usr disposition of the Company’s assets thatdcbalve a material effect on the
consolidated financial statements.

Internal control over financial reporting is desgnto provide reasonable assurance regarding liabiliey of financial reporting and tt
preparation of financial statements prepared feeraal purposes in accordance with generally aeceptcounting principles. Because of the
inherent limitations in any internal control, nottea how well designed, internal control over finah reporting may not prevent or detect
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that controls may become inadeq
because of changes in conditions, or that the degfreompliance with the policies or procedures meteriorate.

The Company’s management, with the participatioitso€hief Executive Officer and Chief Financialfioér, conducted an evaluation
of the effectiveness of the Company’s system d@rirdl control over financial reporting as of Decem®1, 2010 based on the framework set
forth in Internal Control — Integrated Frameworkusd by the Committee of Sponsoring OrganizatiditseoTreadway Commission. Based
on its evaluation, management concluded that, &2oémber 31, 2010, the Company’s internal comivel financial reporting is effective
based on the specified criteria.

The effectiveness of the Company’s internal contk@r financial reporting as of December 31, 2046 lbeen audited by
PricewaterhouseCoopers LLP, an independent regismmiblic accounting firm, as stated in their répottem 8 of Part Il of this Annual
Report on Form 10-K under the caption “Report afdpendent Registered Public Accounting Firm.”
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To Board of Directors and
Stockholders of Discovery Communications, Inc.:

In our opinion, the accompanying consolidated badasheets and the related consolidated statenmfeopei@ations, of equity, and of
cash flows present fairly, in all material respette financial position of Discovery Communicasoinc. and its subsidiaries at Decembe!
2010 and December 31, 2009, and the results afdperations and their cash flows for each of tiied years in the period ended
December 31, 2010 in conformity with accountingipiples generally accepted in the United Statesnaérica. Also in our opinion, the
Company maintained, in all material respects, éffeanternal control over financial reporting asBecember 31, 2010, based on criteria
established in Internal Control—Integrated Framdwssued by the Committee of Sponsoring Organinatiaf the Treadway Commission
(COSO0). The Company’s management is responsiblidnése financial statements, for maintaining eféecinternal control over financial
reporting and for its assessment of the effectissmd internal control over financial reportingglided in the accompanying Management’s
Report on Internal Control over Financial Reporti@gir responsibility is to express opinions on ¢hfésancial statements and on the
Company’s internal control over financial reportingsed on our integrated audits (which were intedraudits in 2010 and 2009). We
conducted our audits in accordance with the statsdairthe Public Company Accounting Oversight Bagidited States). Those standards
require that we plan and perform the audits toiob&asonable assurance about whether the finastei@ments are free of material
misstatement and whether effective internal cordvelr financial reporting was maintained in all exal respects. Our audits of the financial
statements included examining, on a test basideaee supporting the amounts and disclosures ifirthecial statements, assessing the
accounting principles used and significant estismatade by management, and evaluating the ovematdial statement presentation. Our
audit of internal control over financial reportimgluded obtaining an understanding of internaltadrover financial reporting, assessing the
risk that a material weakness exists, and testiigeraluating the design and operating effectiveéiternal control based on the assessed
risk. Our audits also included performing such ofhhecedures as we considered necessary in thentstances. We believe that our audits
provide a reasonable basis for our opinions.

As discussed in Note 1 to the consolidated findrst&ements, the Company changed the manner ichvithccounts for variable
interest entities in 2010.

A company'’s internal control over financial repogiis a process designed to provide reasonablesamssuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting
principles. A company'’s internal control over firgal reporting includes those policies and proceduhat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (i) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financékstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and(idyide reasonable assurance regarding preventitmely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@izé statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detisstatements. Also, projections of
any evaluation of effectiveness to future periagssabject to the risk that controls may becomdeqaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

/sl PricewaterhouseCoopers LLP

McLean, Virginia
February 18, 2011
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DISCOVERY COMMUNICATIONS, INC.
CONSOLIDATED BALANCE SHEETS

(in millions, except par value)

ASSETS
Current asset:

Cash and cash equivalel

Receivables, ne¢

Content rights, ne

Deferred income taxe

Prepaid expenses and other current a:
Total current asse

Noncurrent content rights, n
Property and equipment, r
Goodwill

Intangible assets, n

Other noncurrent asse

Total asset

LIABILITIES AND EQUITY
Current liabilities:
Accounts payabl
Accrued liabilities
Deferred revenue
Current portion of sto-based compensation liabiliti
Current portion of lon-term debt
Other current liabilitie

Total current liabilities

Long-term deb
Deferred income taxe
Other noncurrent liabilitie

Total liabilities

Commitments and contingencies (Note
Redeemable noncontrolling intere
Equity:
Discovery Communications, Inc. stockholc equity:

Series A convertible preferred stock: $0.01 paueal’5 shares authorized; 71 shares issued ata2@il0

2009

Series C convertible preferred stock: $0.01 panesal'5 shares authorized; 57 and 71 shares issued .

2010 and 2009, respective

As of December 31,

Series A common stock: $0.01 par value; 1,700 shauéhorized; 138 and 135 shares issued at 2010 and

2009, respectivel

Series B convertible common stock: $0.01 par val0@; shares authorized; 7 shares issued at 2010 |

2009

Series C common stock: $0.01 par value; 2,000 starthorized; 142 shares issued at 2010 and

Additional paic-in capital

Treasury stock, at cost: 3 Series C common shaiz18

Accumulated defici
Accumulated other comprehensive |

Total Discovery Communications, Inc. stockhol( equity

Noncontrolling interest
Total equity
Total liabilities and equit

The accompanying notes are an integral part oktheasolidated financial statements.
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2010 2009
(recast)
$ 466 $ 62¢
88( 81z
83 75
81 71
22¢ 90
1,73¢ 1,671
1,24¢ 1,207
39¢ 40¢
6,43¢ 6,43:
60% 64:
601 58¢
$11,01¢  $10,95:
$ 8 $ 63
39¢ 38¢
114 91
11€ 117
20 38
53 91
78& 783
3,59¢ 3,457
304 26¢
99 17¢
4,78¢ 4,68:
— 49
1 1
1 1
1 1
2 2
6,35¢ 6,60(
(105) —
- (387)
33 21
6,22¢ 6,197
8 23
6,23: 6,22(
$11,01¢  $10,95:




Table of Contents

DISCOVERY COMMUNICATIONS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(in millions, except per share amounts)

Revenues
Distribution
Advertising
Other

Total revenue

Costs of revenues, excluding depreciation and anaidn listed belov
Selling, general and administrati

Depreciation and amortizatic

Restructuring and impairment char

Gains on disposition

Operating incom:

Interest expense, n
Loss on extinguishment of de
Other (expense) income, r

Income from continuing operations before incomes&
Provision for income taxe

Income from continuing operations, net of ta
Income (loss) from discontinued operations, ndagés

Net income
Less net income attributable to noncontrolling iests

Net income attributable to Discovery Communicatidns.
Stock dividends to preferred intere

Net income available to Discovery Communications, ktockholder

Income per share from continuing operations avbal&i Discovery Communications, Inc. stockhold:
Basic

Diluted

Income (loss) per share from discontinued operatamilable to Discovery Communications, Inc.
stockholders
Basic

Diluted

Net income per share available to Discovery Comugatiuns, Inc. stockholder
Basic

Diluted

Weighted average shares outstand
Basic

Diluted

Income per share amounts may not foot since eaxdidslated independently.
The accompanying notes are an integral part oktheasolidated financial statements.
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Year Ended December 31,

2010 2009 2008
(recast) (recast)

$1,807 $1,69¢ $1,62¢
1,64% 1,427 1,39¢
321 33¢ 35¢
3,77: 3,45¢ 3,382
1,07: 1,044 1,00z
1,18¢ 1,18¢ 1,07t
13C 152 18C
25 52 61

— (252) —
2,418 2,18¢ 2,31¢
1,36( 1,274 1,06
(209 (24¢) (25€)

(136) — —
(86) 13 (51)
93t 1,03¢ 757
(28¢) (469) (359
647 57C 404
22 (6) 40
66¢ 564 444
(16) (15 (129
653 54¢ 317
@ ® —

$ 652 $ 541 $ 317
$148 $12¢ $0.8¢
$147 $12¢ $0.8¢
$ 0.06  $(0.01) $0.17
$ 0.06  $(0.01) $0.1:
$15: $126 $0.9¢
$152 $127 $0.9¢
42t 42¢ 321
42¢ 42¢ 322
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DISCOVERY COMMUNICATIONS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)

Operating Activities
Net income

Adjustments to reconcile net income to cash praYicle operating activities

Stocl-based compensation expense (ben

Depreciation and amortizatic

Content expens

Impairment charge

Gains on disposition

Gains on sales of investmel

Deferred income taxe

Noncash portion of loss on extinguishment of ¢

Other noncash expenses,

Changes in operating assets and liabilit
Receivables, ne
Content rights
Accounts payable and accrued liabilit
Stocl-based compensation liabiliti
Other, ne’

Cash provided by operating activiti

Investing Activities

Purchases of property and equipm

Net cash acquired from Discovery Format
Business acquisitions, net of cash acqu
Proceeds from dispositions, t

Proceeds from sales of investme
Investments in and advances to equity inves

Cash (used in) provided by investing activit

Financing Activities

Ascent Media Corporation sy-off

Net repayments of revolver loa

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

Principal repayments of capital lease obligati
Repurchases of common and preferred s
Purchase of noncontrolling intere

Cash distributions to noncontrolling intere
Proceeds from stock option exerci:

Excess tax benefits from stc-based compensatic
Other financing activities, n

Cash used in financing activiti
Effect of exchange rate changes on cash and casvadnts

Net change in cash and cash equival
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

Supplemental Cash Flow Information
Cash paid for interest, ne

Periodic interest payments for debt, interest sataps and capital lease obligations,

Make-whole premium:
Interest rate swap termination payme
Repayment of original issue discount on I-term debt

Total cash paid for interest, r
Cash paid for taxes, n

Year Ended December 31,

2010 2009 2008
(recast) (recast,

$ 66¢ $ 564 $ 444
182 22¢ (66)
132 15t 232
71% 70¢ 654
11 32 30
9) (252) (76)

_ (15) —
11 (13) 19C
12 — —
81 64 134
(82) (37) (48)
(774 (75¢) (797)
Q) 28 43
(15¢) (82) (49)
(122) 18 (32
66¢& 64z 57:
(49 (55) (202
— — 39
(38) — (8
24 30C 13¢
— 24 24
(127) (€2 4)
(190) 23¢ 88
— — (35€)
— (315) (125)
2,97( 97C —
(2,889 (1,017 (257)
(10) 14 29
(60F) — —
(14€) — —
(1 (13) —
47 28 —
19 — —
— — @)
(641) (356) (774)
6 5 )
(157) 52¢ (115)
623 94 20¢
$ 46€ $ 62% $ A
$ 217 $ 24z $ 251
114 — —
24 3 —

10 — —

$ 36E $ 24¢ $ 251
$ 39t $ 444 $ 194




Noncash Investing and Financing Transaction
Assets acquired under capital lease arrangen $ 28 $ 61 $ 63

Stock dividends to preferred intere $ 1 $ 8 $—

The accompanying notes are an integral part oktheasolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.

CONSOLIDATED STATEMENTS OF EQUITY

(in millions)

Discovery Communications, Inc. Stockholders

Discovery
Accumulated ~ Communications
Additional Other
Preferred Common Treasury Accumulated Comprehensive Inc. Noncontrolling
Paid-In Stockholders’ Total
Stock Stock Capital Stock Deficit Income (Loss) Equity Interests Equity
As of December 31, 20( $ — % 3$5726 % — $ (12599 17 $ 4,495 $ —  $4,49-
Noncontrolling interests of DCI — — — — — — — 6 6
Comprehensive incom
Net income — — — — 317 — 317 127 444
Foreign currency translation
adjustments, ne — — — — — (59 (59 — (59)
Market value adjustments and
reclassifications for securities
and derivatives, n¢ — — — — — (25) (25) — (25)
Total comprehensive incon — — — — — — 238 127 36C
Stocl-based compensatic — — 6 — — — 6 — 6
Ascent Media Corporation sy-off — — (709) — — (11) (720) — (720
Issuance of preferred sto — 20¢ — — — 21C (112 98
Reversal of deferred tax liability
related to DHC's investment in
DCH — — 1,312 — — — 1,312 — 1,317
As of December 31, 2008 (reca 3 6,54¢ — (93€) (78) 5,53¢ 21 5,55i
Comprehensive incom
Net income — — — — 54¢ — 54¢ 15 564
Foreign currency translation
adjustments, ne — — — — — 27 27 — 27
Market value adjustments and
reclassifications for securities
and derivatives, ne — — — — — 30 30 — 30
Total comprehensive incon — — — — — — 60€ 15 621
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Discovery Communications, Inc. Stockholders

Discovery
Accumulated Communications
Additional Other
Preferred Common Treasury Accumulated Comprehensive Inc. Noncontrolling
Paid-In Stockholders’ Total
Stock Stock Capital Stock Deficit Income (Loss) Equity Interests Equity
Stock dividends declared to preferre
interests — — 8 — — — (8) — 8
Stock dividends released to preferred
interests — — 7 — — — 7 — 7
Cash distributions to noncontrolling
interest — — — — — — — (13 (13
Stocl-based compensatic — — 23 — — — 23 — 23
Issuance of common stock in
connection with stock-based plar
and othel — — 28 — — — 28 — 28
Reversal of deferred tax liability
related to DHC's investment in
DCH — — 5 — — — 5 — 5
As of December 31, 2009 (reca 2 3 6,60( — (387) (22) 6,197 23 6,22(
Comprehensive incom
Net income — — — — 653 — 653 16 66¢
Foreign currency translation
adjustments, ne — — — — — (19 (19 — (29
Market value adjustments and
reclassifications for securitit
and derivatives, ne — — — — — 7 7 — 7
Total comprehensive incon — — — — — — 641 16 657
Stock dividends declared to preferre
interests — — @ — — — Q) — @
Stock dividends released to preferred
interests — — 2 — — — 2 — 2
Repurchases of preferred stc — — (239 — (26€) — (500 — (500
Repurchases of common stc — — — (10 — — (10%) — (105)
Cash distributions to noncontrolling
interest — — — — — — — (32) (32)
Stocl-based compensatic — — 42 — — — 42 — 42
Excess tax benefits from stock-base
compensatiol — — 19 — — — 19 — 19
Issuance of common stock in
connection with stock-based plans
and othel — — a7 — — — 47 — 47
Purchase of noncontrolling intere — — (117) — — — (117) — (117)
As of December 31, 201 $ 2$%$ 3 %635 $ (105 % — 3 (33 $ 6,225 $ 8 $6,23:

The accompanying notes are an integral part oktheasolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENATION
Description of Business

Discovery Communications, Inc. (“Discovery” or tHeompany”) is a leading nonfiction media and ergemnent company that
provides programming across multiple distributidatforms throughout the world and owns and operatéiversified portfolio of website
properties and other digital media services. Them@any also develops and sells curriculum-basedatidumcproducts and services, as well as
postproduction audio services in the U.S. and im@gonally. The Company classifies its operationthree segments: U.S. Networks,
consisting principally of domestic cable and sétetelevision networks, websites and other digitaldia services; International Networks,
consisting primarily of international cable andediite television networks and websites; and Edooatind Other, consisting principally of
curriculum-based education product and servicerioffs and postproduction audio services. Finangfakmation for Discovery’s reportable
segments is set forth in Note 21.

Discovery was formed in connection with Discovergiting Company (“DHC”) and Advance/Newhouse Prograng Partnership
(“Advance/Newhouse”) combining their respective enghip interests in Discovery Communications HaidinLC (“DCH”) and exchangin
those interests with and into Discovery, which wassummated on September 17, 2008 (the “Discovemné&tion”). DCH owned and
operated various television networks, website pittiggeand other digital media services throughbetworld and sold curriculum-based
education products and services. Prior to the DigoFormation, DCH was a stand-alone private campahich was owned approximately
66 2/3% by DHC and 33t 4% by Advance/Newhouse. The formation of Discoveaswffected as follows:

* On September 17, 2008, DHC completed the spinedtttshareholders of Ascent Media Corporation (‘BN a subsidiary
holding the cash and businesses of DHC, excejitsfpostproduction audio business (the “AMC spifijofThe postproduction
audio business remains with Discovery subsequeiiet®iscovery Formation. The AMC spin-off was cdeted as a distribution
by DHC to holders of its common stoc

e On September 17, 2008, immediately following the @®8pin-off, DHC merged with Merger Sub, Inc., a Wowned transitory
merger subsidiary of Discovery, with DHC continuig the surviving entity and as a wholly-owned #libsy of Discovery. In
connection with the merger, each share of DHC Se&iand Series B common stock was exchanged ibtbdf.a share of the
same series of Discove’s common stock plus 0.50 of a share of DiscoverieS€ common stocl

* On September 17, 2008, immediately following thehange of shares between Discovery and DHC, Advilesehouse
contributed its ownership interests in DCH and Aalifalanet to Discovery in exchange for Discoveryi€3eA and Series C
convertible preferred stock. The preferred stoatoisvertible at any time into Discovery common Etanitially representing 33/
3% of the Discovery common stock issued in connactitth the Discovery Formation, subject to certami-dilution adjustment:

As a result of the Discovery Formation, DHC and Dk#tame wholly-owned subsidiaries of Discoveryhvliiscovery becoming the
successor reporting entity to DHC.

Basis of Presentation

The consolidated financial statements include to®ants of Discovery, its majoritywned subsidiaries in which a controlling interie:
maintained and variable interest entities (“VIES) fwhich the Company is the primary beneficiaryetrcompany accounts and transactions
between consolidated entities have been eliminatednsolidation.

Changes in Basis of Presentation — Recast

The 2009 and 2008 financial information has beeaseso that the basis of presentation is consiati¢im that of the 2010 financial
information. This recast reflects (i) the adoptafrthe recent accounting guidance that amends tdehfor determining whether an entity
should consolidate a VIE, which resulted in theasolidation of the OWN: Oprah Winfrey Network (“OW) and Animal Planet Japan
(“APJ") ventures (Note 2), (ii) the results of optons of the Antenna Audio business as discontiraperations (Note 3), and (iii) the
realignment of the Company’s commerce business;iwisinow reported as a component of the U.S. Nédsveegment whereas it was
previously reported as a component of the Commé&deacation and Other segment (Note 21).
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Discovery Formatior

The Discovery Formation was accounted for as asufistantive merger between entities under commotiaoAccordingly, the
financial statements and notes present the Disgdw@mation as though it was consummated on Jariy#908 and the assets and liabilities
of DCH and DHC were accounted for at the investbistorical bases.

The 2008 financial statements reflect the combieeenues, expenses and cash flows of DHC and D€thdgperiod January 1, 2008
through September 17, 2008 and the consolidatezhtms, expenses and cash flows for the Comparildqreriod September 18, 2008
through December 31, 2008. Prior to the Discovemntation, DHC accounted for its investment in DC3thg the equity method. Therefore,
DHC'’s revenues, expenses and cash flows for thegdanuary 1, 2008 through September 17, 2008 beee adjusted to eliminate the
portion of DCH’s earnings originally recorded by Bhh its stand-alone financial statements undeethgty method. Additionally, DCH’s
net income for the period January 1, 2008 througit&Snber 17, 2008 have been adjusted to allogadetian of its net income to
Advance/Newhouse, which is included in “Net incoatieibutable to noncontrolling interests” on thenSolidated Statements of Operations.
The financial statements for 2009 and 2010 refleetconsolidated financial position, results ofrapiens and cash flows for the Company.
The operating results for AMC for the period Jaguigr2008 through September 17, 2008 have beemtegpas discontinued operations.

Discontinued Operation:

During 2010 and 2008, the Company sold certainnmssies in addition to the AMC spin-off (Note 3)eTkvenues and expenses of
these entities have been combined and separafmited as discontinued operations. The assetdjtledand cash flows of these entities
were not material and, therefore, have not beerbawed and separately reported as discontinued tipesa

Reclassifications

In addition to the recast of the 2009 and 2008rfai information noted above, certain reclassifarzs have been made to the 2009
2008 amounts to conform to the 2010 financial infation presentation. The reclassifications primparitiude the separate presentation of
“Content expense” on the Consolidated Statemen®ash Flows, which was previously combined withngfes in content and other
operating assets and liabilities.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Accounting and Reporting Pronouncements Adopted
Variable Interest Entities

In June 2009, the Financial Accounting Standardsr@¢*FASB”) amended the guidance for interests in VIEs. Amahgromatters, tt
guidance amended the approach for determiningriheapy beneficiary of a VIE by requiring an anakygiat places more reliance on
qualitative rather than quantitative factors, comtius assessments of whether an entity is the pribemeficiary of a VIE and enhanced
disclosures about an entity’s involvement with &MVEffective January 1, 2010, the Company retraspedyg adopted the new guidance,
which resulted in the Company deconsolidating théNDand APJ ventures and using the equity meth@ttount for its interests in the
ventures. The Company has recast the 2009 andf2@0®ial information to reflect this change.

Prior to the adoption of the new guidance, netdesgenerated by OWN were allocated 50-50 betwee@timpany and its venture
partner. Effective with the adoption of the newdguice, the Company has recorded 100% of OWN’sosstk for all periods presented. As
the Company has assumed all funding requirementS\WéN and the venture partner had not yet conteihutertain assets to OWN, under the
equity method of accounting the Company was reduiveecord 100% of OWN's net losses. The amoutdsses recorded by the Company
was limited to the carrying value of its investman©OWN and any future funding commitments. Thad@ase in the allocation of OWN'’s net
losses recorded by the Company resulted in rechetmnet income of $20 million, $11 million, areta to its net income previously repor
for 2010, 2009, and 2008, respectively.

Fair Value Measurements

In January 2010, the FASB issued guidance thainegjadditional disclosures about recurring and-ecurring fair value
measurements, including significant transfers artd out of Level 1 and Level 2 of the fair valueasierement hierarchy, and separately
presenting information regarding purchases, s@ssances and settlements in the reconciliatidregél 3 fair value measurements. The
Company prospectively adopted the new guidancetafieJanuary 1, 2010, except for Level 3 recoatidn disclosures, which was effective
for the Company on January 1, 2011. The adoptichehew guidance did not impact the Company’s aliteted financial statements.
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In August 2009, the FASB amended the guidance fasuring the fair value of liabilities. The amendineinforces that fair value of
liability is the price that would be paid to traasthe liability in an orderly transaction betweearket participants at the measurement date.
Additionally, the update clarifies how the priceanf identical or similar debt security that is #edr the price of the liability when it is traded
as an asset should be considered in estimatinfgithealue of the issuer’s liability and that theporting entity must consider its own credit
risk in measuring the liability’s fair value. Effiace September 30, 2009, the Company prospectagdpted the amendment, which resulted
in changing the priority level of inputs used toasere the fair value of liabilities associated viishdeferred compensation plan from Level 2
to Level 1 within the fair value hierarchy. Howeytris ASU did not change the Company’s valuaterhhiques or impact the amounts or
classifications recorded in its consolidated finahstatements.

Disclosures about Derivative Investments and Hedgifxctivities

In March 2008, the FASB issued new guidance whécfuires entities to include information in inter@md annual financial statements
about how and why an entity uses derivative instnits, how derivative instruments and related hedtgets are accounted for, and how
derivative instruments and related hedged itemecaffn entitys financial position, financial performance, andltélows. Effective January
2009, the Company prospectively adopted this guidawhich did not have a material impact on itssodidated financial statements.

Accounting and Reporting Pronouncements Not Yet Adated
Revenue Recognition for Multip-Element Revenue Arrangements

In October 2009, the FASB issued guidance thatgésithe determination of when the individual detides included in a multiple-
element revenue arrangement may be treated asatepaits of accounting, modifies the manner incltihe arrangement consideration is
allocated across the separately identified delesaand expands the disclosures required for piedalement revenue arrangements. Under
the new guidance, the Company must allocate ttemgement consideration to each deliverable basedamagement’s estimate of the price
that each element would be separately sold ifvidiie is not available. The Company prospectivdiypted the new guidance effective
January 1, 2011, which did not have a significargact on its consolidated financial statements.

Use of Estimates

The preparation of financial statements in accacdamith U.S. generally accepted accounting prirsigfGAAP”) requires
management to make estimates, judgments and aseumtat affect the amounts and disclosures regart the consolidated financial
statements and accompanying notes. Managemenhuaahyi re-evaluates its estimates, judgments asdnagtions and management’s
assessments could change. Actual results may diffier those estimates and could have a materiahdtngn the consolidated financial
statements.

Significant estimates inherent in the preparatibthe Company’s consolidated financial statememttude, but are not limited to,
consolidation of VIEs, accounting for acquisitiodgpositions, allowances for doubtful accountsitent rights, asset impairments, fair value
measurements, revenue recognition, depreciatiomarudtization, stock-based compensation, incomestaxd contingencies.

Consolidation

The Company has ownership and other interestsrinugentities, including corporations, partnershignd limited liability companies.
For each such entity, the Company evaluates iteoship and other interests to determine whettsrduld consolidate the entity or account
for its ownership interest as an investment. As$ phits evaluation, the Company initially determénwhether the entity is a VIE and, if so,
whether it is the primary beneficiary of the VIEn &ntity is generally a VIE if it meets any of ttelowing criteria (i) the entity has
insufficient equity to finance its activities withbadditional subordinated financial support frothes parties, (ii) the equity investors cannot
make significant decisions about the entity’s opens, or (iii) the voting rights of some invest@® not proportional to their obligations to
absorb the expected losses of the entity or re¢bvexpected returns of the entity and subst@nadllof the entity’s activities involve or are
conducted on behalf of the investor with disprojpmidtely few voting rights. The Company consolidgat#Es for which it is the primary
beneficiary, regardless of its ownership or voiimgrests. The primary beneficiary is the partyoired with the VIE that (i) has the power to
direct the activities of the VIE that most sign#idly impact the VIE’s economic performance, amdh@s the obligation to absorb losses of
the VIE that could potentially be significant t@tiIE or the right to receive benefits from the \that could potentially be significant to the
VIE. However, the amount of expected losses, expeasidual returns, and expected variability isthe sole determinant as to whether the
Company
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has these obligations or rights. The Company pixatligt makes judgments in determining whether esitn which it invests are VIEs. If so,
the company determines whether it is required ttsobidate the entity.

If it is concluded that an entity is not a VIE, tBempany does not have a variable interest in g ditEhe Company is not the primary
beneficiary, then the Company considers its progoat voting interests in the entity. The Compaopsolidates majority-owned subsidiaries
in which a controlling interest is maintained. Qofiing interest is determined by majority ownegshind the absence of significant thparty
participating rights.

Ownership interests in entities that are not cadatéd under the Company’s consolidation policyareounted for as investments.

Investments

The Company holds investments in ventures and otlagketable securities such as mutual funds andTWe&sury securities.
Investments in ventures over which the Companytiasbility to exercise significant influence bated not control and is not the primary
beneficiary are accounted for using the equity metiSignificant influence typically exists if thee@pany has a 20% to 50% ownership
interest in the venture. In certain circumstangesstments for which the Company owns more tha&n 50t does not control policy decisic
are also accounted for using the equity method edtids method of accounting, the Company recdsdgrbportionate share of the net
earnings or losses of the venture and a correspgridcrease or decrease to the investment bal@ash payments to the venture such as
additional investments, loans and advances, asasglhyments from the venture such as dividendsijliitions and repayments of loans and
advances are recorded as adjustments to the ineesbalance. The Company evaluates its equity rddath@stments for impairment
whenever events or changes in circumstances irdibat the carrying amounts of such investments moaye recoverable. If a decline in the
value of an equity method investment is determiodoe other than temporary, a loss is recordediniegs in the current period.

Investments in entities over which the Companyrasontrol or significant influence and is not firenary beneficiary and investme
in other securities are accounted for at fair valueost. Investments in securities with readilted®inable fair values are accounted for at
value, based on quoted market prices, and clagsifeeither trading securities or available-foesalcurities. For investments classified as
trading securities, which include securities heldiseparate trust in connection with the Compadeferred compensation plan, unrealized
and realized gains and losses related to the imesgtand corresponding liability are recorded imigs. For investments classified as
available-for-sale securities, which include inveshts in mutual funds and U.S. Treasury securitieszalized gains and losses are recorded
net of income taxes in other comprehensive incdoss) until the security is sold or considered iimgzh If declines in the value of available-
for-sale securities are determined to be other thaporary, a loss is recorded in earnings in threeat period. Impairments are determined
based on, among other factors, the length of taddir value of the investment has been lessttagarrying value, future business
prospects for the investee, and information regayrdiarket and industry trends for the investee&Sinass, if available. For purposes of
computing realized gains and losses, the Compateyrdanes cost on a specific identification bagisestments for which fair value is not
readily determinable are accounted for at cost.

Foreign Currency

The functional currency of substantially all of @empany’s international subsidiaries is the lazatency. Assets and liabilities
denominated in foreign currencies are translateckettange rates in effect at the balance sheet ageresulting asset and liability translat
adjustments are recorded in other comprehensiwriaqloss). Foreign currency equity balances arestated at historical rates. Revenues
and expenses denominated in foreign currenciesaslated at average exchange rates for the tdspeeriods. Foreign currency
transaction gains and losses are included in dpgratcome.

Discontinued Operations

In determining whether a group of assets dispo$stiauld be presented as a discontinued operatierCompany initially makes a
determination as to whether the group of assetpdeas a component of the entity, which requireshdbows that can be clearly
distinguished from the rest of the entity. The Campalso determines whether the cash flows assdcvith the group of assets have bee
will be significantly eliminated from the ongoingerations of the Company as a result of the didpisasaction and whether the Company
will have significant continuing involvement in tloperations of the group of assets subsequenetdisiposal transaction. If the Company
determines the criteria have been achieved, thdtsesf operations of the group of assets beingatied of, as well as any gain or loss on the
disposal transaction, are aggregated for separasemptation apart from continuing operating resafltie Company in the consolidated
financial statements.
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Cash and Cash Equivalents

Cash and cash equivalents include cash on hantighly liquid investments with original maturitie$ ninety days or less. Cash and
cash equivalents included $12 million and $40 wnillof cash available only for use by consolidatedtures as of December 31, 2010 and
2009, respectively.

Accounts Receivable

Accounts receivable include amounts billed andantty due from customers and are presented net etimate for accounts that may
not be collected. The Company evaluates outstarrdicejvables to determine whether they will ultiehate fully collected. In performing
this evaluation, the Company analyzes market trezmsnomic conditions, the aging of receivables, gpecific risks on a customer specific
basis. Using this information, the Company researeamount that it estimates may not be colledibd. Company does not require collateral
with respect to trade receivables.

Content Rights

Content rights principally consist of televisionies and television specials. Content aired orCtbpany’s television networks is
primarily obtained through third-party productioonepanies and is classified either as produced ociymed or licensed. Substantially all
produced content includes programming for whichGoenpany has engaged third parties to develop esttlipe, but it owns most or all
rights. Coproduced content refers to programs fuciwvthe Company collaborates with third partiefriance, develop and distribute, and it
retains significant rights to exploit the programigensed content is comprised of films or serieg have been previously produced by third
parties. Capitalized content costs are statededbilier of cost less accumulated amortization oreeizable value.

Costs of produced and coproduced content consd#welopment costs, acquired production costs¢meduction costs, certain
production overhead costs and participation caXtsts incurred for produced and coproduced comtentapitalized if the Company has
previously generated revenues from similar conteestablished markets and the content will be asetrevenues will be generated for a
period of at least one year. The Company’s coprialu@arrangements generally represent the shafipgoduction cost. The Company
records its costs, but does not record the costeeluy the other party as the Company does noesrar associated economics of
exploitation. Program licenses typically have fitetms and require payments during the term ofitease. The cost of licensed content is
capitalized when the programs become availablaiforg. Development costs for programs that the Gamy has determined will not be
produced are written off. Additionally, distributipadvertising, marketing, general and administeatiosts are expensed as incurred.

Amortization of content rights is recognized basadhe proportion that current estimated revenees to the estimated remaining total
lifetime revenues, which results in either an a@@tked method or a straight-line method over thienated useful lives. Amortization of
capitalized costs for produced and coproduced obivegins when a program has been aired. Amortizati capitalized costs for licensed
content commences when the license period beghsh@nprogram is available for use.

The Company periodically evaluates the net realzaalue of content by considering expected futeseenue generation. Estimates of
future revenues consider historical airing pattenmd future plans for airing content, including @manges in strategy. Estimated future
revenues can change based upon market acceptatwerkaffiliate fee rates and advertising, the benof cable and satellite television
subscribers receiving the Company’s networks, andram usage. Accordingly, the Company reviewsmaeeestimates and planned usage
and revises its assumptions if necessary. If actelsdand or market conditions are less favorable phnajected, a write-down to net realizable
value may be required.

All produced and coproduced content is classifietbag-term. The portion of the unamortized licehsentent balance that will be
amortized within one year is classified as a curasset.

Property and Equipment

Property and equipment are stated at cost lessradated depreciation and impairments. The cost@pgrty and equipment acquired
under capital lease arrangements represents ther lekthe present value of the minimum lease paysna the fair value of the leased asset
as of the inception of the lease. Substantiallgaiitalized software costs are for internal usitalization of software costs occurs during
the application development stage. Software costsried during the preliminary project and postlenpentation stages are expensed as
incurred. Repairs and maintenance expenditureslthabt enhance the use or extend the life of ptp@end equipment are expensed as
incurred.
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Depreciation for most property and equipment i®gaized using the straight-line method over thaveged useful lives of the assets,
which is 15 to 39 years for buildings, three tcefivears for broadcast equipment, two to five yéarsapitalized software costs and three to
five years for office equipment, furniture, fixtgrand other property and equipment. Assets acquirddr capital lease arrangements and
leasehold improvements are amortized using thabtrine method over the lesser of the estimataful lives of the assets or the terms of
the related leases, which is three to 12 yearsrdagtion commences when property or equipmergady for its intended use.

Asset Impairment Analysis
Goodwill and Indefinite-lived Intangible Assets

The Company tests goodwill and other indefiniteedhintangible assets for impairment annually dutirgfourth quarter and earlier
upon the occurrence of certain events or substgtianges in circumstances. Goodwill is allocavedhrious reporting units, which are
generally an operating segment or one reportingl leglow the operating segment. Goodwill impairmerdetermined using a two-step
process. The first step of the process is to coenher fair value of a reporting unit with its canty amount, including goodwill. In performii
the first step, the Company determines the famealf a reporting unit by using a combination dfiscounted cash flow (“DCFanalysis an
market-based valuation methodologies. The cashsflemployed in the DCF analyses are based on the&uwoyis budget, long-term business
plan, and recent operating performance. Discouatassumptions are based on an assessment adkhietrérent in future cash flows of the
respective reporting unit. In assessing the redsdenass of its determined fair values, the Compaauates its results against other value
indicators such as comparable company public topdatues, research analyst estimates and valuesvalosin market transactions. If the fair
value of a reporting unit exceeds its carrying antpgoodwill of the reporting unit is not impairadd the second step of the impairment test
is not necessary. If the carrying amount of a réipgrunit exceeds its fair value, the second stapegoodwill impairment test is required to
be performed to measure the amount of impairmesst, lid any. The second step of the goodwill impaintrtest compares the implied fair
value of the reporting unit's goodwill with the cging amount of that goodwill. The implied fair wal of goodwill is determined in the same
manner as the amount of goodwill recognized insirtess combination. In other words, the estimaa@d/Blue of the reporting unit's
identifiable net assets excluding goodwill are caneg to the fair value of the reporting unit ath# reporting unit had been acquired in a
business combination and the fair value of the mappunit was the purchase price paid. If the yiag amount of the reporting unit’s
goodwill exceeds the implied fair value of that dadll, an impairment loss is recognized in an antagual to that excess.

The impairment test for other intangible assetssabject to amortization involves a comparisorheféstimated fair value of the
intangible asset with its carrying value. If thergang value of the intangible asset exceeds itsvi@ue, an impairment loss is recognized i
amount equal to that excess. The estimates ofddile of intangible assets not subject to amoitinadre determined using a DCF valuation
analysis, a market-based valuation analysis, dr.bot

Determining fair value requires the exercise ohigant judgments, including judgments about appiate discount rates, perpetual
growth rates, relevant comparable company earmimggples and the amount and timing of expectedrzitash flows.

Long-lived Assets

Long-lived assets such as amortizing trademarkstpouer lists, other intangible assets, and promartyequipment are not required to
be tested for impairment annually. Instead, longdiassets are tested for impairment whenever €eemircumstances indicate that the
carrying amount of the asset may not be recover&hieh events include but are not limited to tkelyi disposal of a portion of such assets or
the occurrence of an adverse change in the markelving the business employing the related asHeds. impairment analysis is required,
the impairment test employed is based on whetlee€thmpanys intent is to hold the asset for continued ust® tiold the asset for sale. If t
intent is to hold the asset for continued usejrtiEairment test first requires a comparison of andunted future cash flows to the carrying
value of the asset. If the carrying value of theedgxceeds the undiscounted cash flows, the awsséd not be deemed to be recoverable.
Impairment would then be measured as the excesdrofalue over the asset’s carrying value. Falugas typically determined by
discounting the future cash flows associated Wit asset. If the intent is to hold the assetdde and certain other criteria are met, the
impairment test involves comparing the asset’sygagrvalue to its fair value less costs to sell.tlie extent the carrying value is greater than
the asset’s fair value less costs to sell an impait loss is recognized in an amount equal to ififrereince. Significant judgments in this area
involve determining whether events or circumstariedate that the carrying amount of the asset nwybe recoverable, determining the
future cash flows for the assets involved and ddtgng the proper discount rate to be applied iedwrining fair value.
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Derivative Instruments

The Company uses derivative financial instrumertmftime to time to modify its exposure to markisks from changes in interest re
and foreign exchange rates. The Company may ddsigesivative instruments as cash flow hedgesiovédue hedges, as appropriate. The
Company uses the cumulative dollar offset methaaktess effectiveness. To be highly effectiverdtie calculated by dividing the
cumulative change in the value of the actual swathk cumulative change in the hypothetical swagtrbe between 80% and 125%.

The Company records all derivative instrumentamtfalue on a gross basis. For those derivatisguments designated as cash flow
hedges that qualify for hedge accounting, gainesses on the effective portion of derivative instents are initially recorded in
“Accumulated other comprehensive lossi the Consolidated Balance Sheets and reclassifieer into the same account on the Consolic
Statements of Operations in which the hedged iseradognized or “Other (expense) income, net” wthere is a change in designation. For
derivative instruments that qualify as fair valweglbing instruments, changes in fair value of bbthderivatives and the hedged assets,
liabilities or firm commitments are recorded in@ags. Changes in the fair value of derivativedglested as fair value hedges are largely
offset by changes in the fair values of the hedtgds. Gains or losses on derivative instrumertes af change in designation would be
recorded in “Other (expense) income, net.” Fornagives designated as hedging instruments, théeictéfe portion of the derivative’chang
in fair value is immediately recognized in earnings

The Company may also enter into derivative instnisi¢ghat are not designated as hedges and do alifycfor hedge accounting. The
contracts are intended to mitigate economic ex@ssaf the Company. The changes in fair value akdéves not designated as hedges are
immediately recorded in “Other (expense) income,’ne

Treasury Stock

When stock is retired or purchased for construatdtgement, the purchase price is initially re@mds a reduction to the par value of
the shares repurchased, with any excess purchiaseoper par value recorded as a reduction to iaddit paid-in capital related to the series
of shares repurchased and any remainder excedsagerprice recorded as a reduction to retainednggrnf the purchase price exceeds the
amounts allocated to par value and additional paichpital related to the series of shares repsethand retained earnings, the remainder is
allocated to additional paid-in capital. Any excpas value over the purchase price is recorded &scaease to additional paid-in capital.

When stock is acquired for purposes other thandbonconstructive retirement, the purchase pridh® acquired stock is recorded i
separate treasury stock account which is sepanapbyted as a reduction of equity.

Revenue Recognition

The Company generates revenues principally frorfeé$ charged to operators who distribute its nedsyavhich primarily include
cable and direct-to-home (“DTH") satellite servim®viders, (ii) advertising sold on its networksshgites and other digital media services,
and (i) other transactions, including curricullrased products and services, affiliate and adusgtsales representation services for third-
party networks, content licenses, postproductiatiaservices, and the licensing of its brands farsumer products.

Revenue is recognized when persuasive evidencealka arrangement exists, delivery occurs or ses\are rendered, the sales price is
fixed or determinable and collectability is readoigassured. Revenues do not include taxes cotidoben customers on behalf of taxing
authorities such as sales tax and value addeditaxever, revenues include taxes that customersgeaxing authorities on our behalf, such
as foreign withholding income tax. Revenue recagnifor each source of revenue is also based ofotlosving policies.

Distribution

Cable operators, DTH satellite service provides ather distributors typically pay a per-subscrifess for the right to distribute the
Company’s programming under the terms of distritnutiontracts. The majority of the Company’s disttibn fees are collected monthly
throughout the year. Distribution revenues are gatzed over the term of the contracts, including fiee periods, based on contracted
programming rates and reported subscriber levéls.amount of distribution revenues due to the Comjgreported by distributors based
actual subscriber levels. Such information is gathenot received until after the close of the ndjpgy period. In such cases, reported
distribution revenues are based upon the Compasjisiates of the number of subscribers receiviegddmpany’s programming for periods
which the distributor has not yet reported. The @any’s subscriber estimates are based on the eettrremittance or confirmation of
subscribers received from the distributor. The Canypsubsequently
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adjusts its estimated amounts based upon the ash@lint of subscribers. Historical differences leemwactual amounts and estimates have
not been material.

Distribution revenues are recognized net of ineestithe Company provides to operators in exchamgesafrying its networks.
Incentives typically include cash payments to ofmesa(“launch incentives”), providing the channekhe distributor for free for a
predetermined length of time, or both. Launch itieess are capitalized as assets upon launch d@tmpany’s network by the operator and
are amortized on a straight-line basis as a resluct revenue over the term of the contract, inicigdree periods. In instances where the
distribution agreement is extended prior to theiration of the original term, the Company evaluateseconomics of the extended term and,
if it is determined that the launch asset contirtodsenefit the Company over the extended ternm the Company will adjust the
amortization period of the remaining launch incesdiaccordingly. Other incentives are recognizea sluction of revenue as incurred.
Amortization of launch incentives was $42 milliéh5 million and $75 million for 2010, 2009 and 208&spectively.

Advertising

Advertising revenues are principally generated fthmsale of commercial time on television netwoAgvertising revenues are
recognized net of agency commissions in the pethebrtising spots are aired. A substantial portibthe advertising contracts in the U.S.
guarantee the advertiser a minimum audience leatldither the program in which their advertiseraemé aired or the advertisement will
reach. Revenues are recognized for the actual meslievel delivered. The Company provides the dtbezrwith additional advertising spots
in future periods if the guaranteed audience lesabt delivered. Revenues are deferred for anytfsitidn the audience level until such time
as the required audience level is delivered. Aumbgguarantees are initially developed internallsglobon planned programming, historical
audience levels, the success of pilot programsaanttet trends. In the U.S., actual audience atidedig information is published by
independent ratings services. In certain instaribesndependent ratings information is not recgivatil after the close of the reporting
period. In these cases, reported advertising revand related deferred revenue is based upon tp&uvy’s estimates of the audience level
delivered using the most current data availablmftiee independent ratings service. The Companyesuiesitly adjusts its estimated amounts
based upon the actual audience delivered. Histatiffarences between actual amounts and estinttes not been material.

Advertising revenues from online properties ar@gmized either as impressions are delivered osdinéices are performed.

Other

Revenues for curriculum-based services are recednitably over the contract term. Revenues frostgroduction audio services are
recognized using the milestone method.

Deferred Revenue

Deferred revenues primarily consist of amountsiueckfor television advertising for which the adiging spots have not yet aired and
advanced billings to subscribers for access t€ir@pany’s curriculum-based streaming services.arheunts classified as current are
expected to be earned within the next year.

Stock-Based Compensation

The Company has incentive plans under which unérds; stock appreciation rights (“SARs”"), stockiops, performance based
restricted stock units (“PRSUs”) and service basstficted stock units (“RSUs”) are issued.

The Company measures the cost of employee semécessed in exchange for unit awards and SARs basdte fair value of the
award less estimated forfeitures. Because unitdsvand SARs are cash-settled, the Company remeabaréair value of these awards each
reporting period until settlement. Compensationesge, including changes in fair value, for unit edgaand SARs is recognized during the
vesting period in proportion to the requisite seevihat has been rendered as of the reporting Bategrants of unit awards with graded
vesting, the Company measures fair value and reamohpensation expense for all vesting tranchessasgle award. For grants of SARs
with graded vesting, the Company measures fairevahd records compensation expense separatelgdbrvesting tranche. Changes in the
fair value of outstanding unit awards and SARs dtaur between the vesting date and settlementadlateecorded as adjustments to
compensation costs in the period in which the chargcur.

The Company measures the cost of employee semécei/ed in exchange for stock options based ofaih@alue of the award on the
date of grant less estimated forfeitures. Compé@rsaixpense for stock options is recognized ratdhlyng the vesting period.
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The fair values of unit awards, SARs and stockapytiare estimated using the Black-Scholes optiaingrmodel. Because the Black-
Scholes option-pricing model requires the use bfestive assumptions, changes in these assumptinmaterially affect the fair value of
awards. For unit awards and SARs, the expecteditetine period from the grant date to the vestiatg @f the award. For stock options, the
expected term is estimated to be the period frardtte of grant through the mid-point between #sting date and the end of the contractual
term of the award. Expected volatility is basecaaombination of implied volatilities from tradegtens on our common stock and histor
realized volatility of our common stock, and corsglother factors deemed relevant. The dividenld yseassumed to be 0% because the
Company has no present intention to pay dividemts.risk-free interest rate is based on U.S. Tmgamero-coupon issues with a remaining
term equal to the expected term of the award.

Vesting for certain PRSUs is subject to satisfyabgective operating performance conditions whilstirgy for other PRSUs is based on
the achievement of a combination of objective anuective operating performance conditions. Compgos expense for PRSUs that vest
based on achieving objective operating performaoogitions is measured based on the fair valuaioSeries A common stock on the date
of grant less estimated forfeitures. Compensatiqreese for PRSUs that vest based on achievingdiugeperating performance conditions
is remeasured at fair value of our Series A comstook each reporting period until the date of vstess estimated forfeitures.
Compensation expense for all PRSUs is recognizattlsaduring the vesting period only when it is Ipable that the operating performance
conditions will be achieved. The Company recordsraulative adjustment to compensation expenseR@U= if there is a change in the
determination of whether or not it is probable dperating performance conditions will be achieved.

The Company measures the cost of employee semaces/ed in exchange for RSUs based on the fairevaf our Series A common
stock on the date of grant less estimated forfetu€ompensation expense for RSUs is recognizellyaduring the vesting period.

When recording compensation cost for stock-basetdsythe Company is required to estimate the nuwitewards granted that are
expected to be forfeited. In estimating forfeitytb® Company considers historical and expectddifare rates and future events when such
information is known. On an ongoing basis, the Canypadjusts compensation expense based on actfetifes and revises the forfeiture
rate as necessary.

Stock-based compensation expense is recordedam@oaent of “Selling, general and administrativepense. The Company classifies
as a current liability the intrinsic value of univards and SARs that are vested or will becomesdesithin one year.

Excess tax benefits realized from the exerciseamksoptions and vested RSUs and PRSUs are repastedsh inflows from financing
activities rather than as a reduction of taxes paithsh flows from operating activities on the €olidated Statements of Cash Flows.

Advertising Costs

Advertising costs are expensed as incurred. Adsiegicosts to third parties totaled $135 milliob@3 million and $145 million for
2010, 2009 and 2008, respectively.

Income Taxes

Income taxes are recorded using the asset antitfiabethod of accounting for income taxes. Defdricome taxes reflect the net tax
effect of temporary differences between the cagmounts of assets and liabilities for financégdarting purposes and the amounts used for
income tax purposes. Deferred taxes are measuiagl nades we expect to apply to taxable incomeeiary in which those temporary
differences are expected to reverse. A valuatitowaince is provided for deferred tax assets # iniore likely than not such assets will be
unrealized.

The Company reports a liability for unrecognizedoime tax benefits resulting from uncertain tax ff@ss taken or expected to be tal
on a tax return. The Company’s policy is to clastil interest and penalties related to tax reseavel unrecognized tax benefits as tax
expense. The liability for these items is includtedther current and noncurrent liabilities on @ensolidated Balance Sheets as appropriate.

Concentrations Risk
Customers

The Company has long-term contracts with distritaitepresenting most cable operators and DTH gatséirvice providers around the
world, including the largest operators in the WaBd major international distributors. In the U&er 90% of
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distribution revenues come from the top 10 distobst Outside of the U.S., less than 50% of diatidn revenue comes from the top 10
distributors. Agreements in place with the majdrleaand satellite operators expire at various tireginning in 2012 through 2020. A failure
to secure a renewal or a renewal on less favotabies may have a material adverse effect on oultsesf operations and financial position.

No individual customer accounted for more than Id¥%otal consolidated revenues for 2010, 2009 @& 0 he Company'’s trade
receivables do not represent a significant cona#atr of credit risk as of December 31, 2010 dugaéowide variety of customers and mar
in which the Company operates and their dispera@nss many geographic areas.

Financial Institutions

Cash and cash equivalents are maintained with alefieancial institutions. The Company has depdsitlsl with banks that exceed the
amount of insurance provided on such deposits. G#pethese deposits may be redeemed upon denmahdra maintained with financial
institutions of reputable credit and, thereforeartrinimal credit risk.

Lender Counterpartie:

The risk associated with a debt transaction istthetounterparty will not be available to fundoffigated under the terms of the
Company’s revolving credit facility. If funding uedthe revolving credit facility is unavailablegt@ompany may have to acquire a
replacement credit facility from a different counpirty at a higher cost or may be unable to fisditable replacement. Typically, the
Company seeks to manage these exposures by comdraith experienced large financial institutiomsdamonitoring the credit quality of its
lenders. As of December 31, 2010, the Company didnticipate nonperformance by any of its couratgies.

NOTE 3. ACQUISITIONS AND DISPOSITIONS
Acquisitions
BBC Ventures

On November 12, 2010, the Company and BBC Worldwittered into various agreements to restructuiie rblationship. As part of
these agreements, the Company acquired the rergd&fi# ownership interest in substantially all af tlentures that operate the internatic
Animal Planet and Liv (formerly People + Arts) netks from BBC Worldwide for a payment of $152 nahi. The acquisition provides the
Company 100% ownership of these entities, whiclvdeprogramming primarily to audiences in Europatin America and Asia.

Prior to the acquisition, the Company determined the ventures qualified as VIEs and that it hetdontrol requirements to
consolidate the ventures. For most ventures, thepgany held a majority of the voting rights and pded the ventures with content, funding
and services such as distribution, sales and adtrative support. For most ventures, 100% of thidasses generated by the ventures were
allocated to the Company because it had assumégthdihg requirements. Any net income generatethbyentures was initially allocated
the Company to repay amounts funded and any excefits allocated to the Company and BBC Worldwitlee BBC Worldwide's equity
interests in consolidated ventures were reportatasontrolling interests in the consolidated ficiahstatements.

The acquisition of the additional interests in itternational Animal Planet and Liv network vensireas accounted for as a
noncontrolling interest transaction as there washange in control of the ventures. The $152 nmlii@yment to BBC Worldwide was
allocated as follows (in millions).

Asset eliminated
Deferred tax asset $(18

)

Asset acquirec
Investment in equity investe 4

Liabilities settled and equity reductior
Redeemable noncontrolling intere 49
Additional paic-in capital of Discovery Communications, It (117
Total liabilities settled and equity reductic _16¢

Total consideration paid for BBC ownership intel $152
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Prior to the acquisition, BBC Worldwide had a pght to sell its interests in the ventures to tlwnpany. The Company had previously
accrued $49 million as “Redeemable noncontrollimgrests” on the Consolidated Balance Sheets if@ptit right and an associated $18
million deferred tax asset. The acquisition elingthBBC Worldwide’s put right and the associatefitded tax asset.

In addition to the acquisition of the remainingeirgsts in the international Animal Planet and Léwtures, the Company also made a
million payment to BBC Worldwide to settle a prasging content purchase arrangement.

The net income attributable to the Company andsfeas from noncontrolling interests were as folldimsmillions).

Year Ended December 31,

2010 2009 2008
(recast] (recast]
Net income attributable to Discovery Communicatidns. $ 658 $ 54¢ $ 317
Decrease in equity for purchase of noncontrollimegriests (117) — —
Change from net income attributable to Discoveryn@wnications, Inc. and transfers to noncontrolling
interests $ 53¢ $ 54¢ $ 317

Effective January 1, 2010, the Company adopted-&f@B’s new guidance for accounting for interest¥iks, which resulted in the
Company deconsolidating one of the ventures witiCBBorldwide, APJ, and using the equity method twoaat for its interest in APJ (Note
2). The acquisition of BBC Worldwide’s interestAfJ did not change the Company’s accounting dwetiin rights held by an existing
venture partner.

London Uplink Facility

On February 17, 2010, the Company acquired altésts in an uplink facility in London, includingiemployees and operations, for a
payment of $35 million. The uplink center is usedi¢liver Discovery’s networks in the United Kingd@nd Europe, Africa and the Middle
East, and has been integrated into the Compantgsniational Networks segment. The acquisition piitivide the Company more flexibility
to expand the distribution of its content. The nlliacility has been included in the Company’s agiag results since the date of acquisition.

Dispositions

On September 1, 2010, the Company sold its Antémaio business for net cash proceeds of $24 millidmich resulted in a $9 millic
gain, net of taxes. The Company previously recoa&d2 million gain, net of taxes, in its result®perations for the quarter ended
September 30, 2010. However, during the quarteeemecember 31, 2010, the Company recorded antadjosto a deferred tax asset,
which reduced the gain by $3 million. Antenna Aydidiich provides audio, multimedia and mobile toiarsmuseums, exhibitions, historic
sites and visitor attractions around the world, a@®mponent of the Company'’s International Netwaggment.

In connection with the formation of Discovery orp8amber 17, 2008, DHC completed the spin-off tslitareholders of AMC, a
subsidiary holding the cash and businesses of BXEept for certain businesses that provide postmtozh audio services. The spin-off did
not involve the payment of any consideration bythbklers of DHC common stock and was structuredl tax free transaction under Sections
368(a) and 355 of the Internal Revenue Code of 18@88@Gmended. There was no gain or loss relatdxd tepin-off. On September 27, 2010,
the Company received a tax refund, which elimina&d2 million obligation to repay amounts to AM@ich has been recorded as a benefit
in 2010 in “Income (loss) from discontinued opesas, net of taxes” on the Consolidated Statemdr@perations.

In September 2008, prior to the formation of Disexgvon September 17, 2008, DHC also sold its owmgiiaterests in Ascent Media
CANS, LLC, Ascent Media Systems & Technology Sezsid_LC, and certain buildings and equipment fdraash proceeds of $139 million,
which resulted in pretax gains totaling $76 million
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Revenues and operating results of discontinuedatipes were as follows (in millions).

Year Ended December 31,

2010 2009 2008

(recast] (recast)

Revenue: $31 $ 47 $ 53¢
Income (loss) from the operations of discontinupdrations, before income tax $1 $ (9 $ (10
Income (loss) from the operations of discontinupdrations, net of taxe $ 13 $ (6) $
Gains on dispositions, net of tax 9 — 47
Income (loss) from discontinued operations, neagés $ 22 $ 6) $ 4C

NOTE 4. VARIABLE INTEREST ENTITIES

In the normal course of business, the Company &y ventures or makes investments with busipessers that support its
underlying business strategy and provide it thétaltdo enter new markets to expand the reachslbiainds, develop new programming and
distribute its existing content. In certain instasican entity in which the Company makes an inveistimay qualify as a VIE. As of
December 31, 2010, the Company’s investments itientletermined to be VIEs primarily consist ofeTHub and OWN ventures. The
Company previously had ownership interests in warigentures with the BBC, substantially all of whigere consolidated. On November
2010, the Company acquired the BBC's interestaibs&antially all of their ventures and now whollyrts these entities (Note 3).

As of December 31, 2010, the Company accountgdaonterests in substantially all VIEs using theiiggmethod. The aggregate
carrying values of investments in VIEs accountedufing the equity method was $453 million and $88llion as of December 31, 2010 &
2009, respectively. The Company'’s risk of lossifmestments in VIEs was $522 million as of Decentier2010, which includes the
carrying value of its investments and specifiedifetftunding commitments. Additionally, the Compamgy provide an unspecified amount
funding for certain ventures on an as-needed bsismounts have been recorded for future fundorgmitments.

The Hub

On May 22, 2009, the Company and Hasbro, Inc. (a3 formed a 50-50 venture. In connection witke formation, the Company
sold a 50% interest in the U.S. Discovery Kids ratto Hasbro and both parties then contributed thterests in the U.S. Discovery Kids
network to the newly formed venture (the “U.S. Digery Kids Transaction”). The Company received pfiant cash payment of $300
million and the right to certain future paymentsd&@on the value of certain tax benefits expeatdzbtreceived by Hasbro, which is expected
to be collected over a period up to 20 years. Thegnt value of the expected future payments adbaisition date totaled approximately
$57 million. The balance of the receivable was B8iBon as of December 31, 2010. The Company reizagha pretax gain of $252 million
in connection with the formation of the venture igthincluded $125 million for the 50% interest iretU.S. Discovery Kids network sold to
Hasbro and $127 million as a result of “steppingitgpbasis for the 50% interest in the U.S. DisexgvKids network contributed to the
venture. The network continued to operate as tisediery Kids network through October 10, 2010, lictv time it was rebranded as The
Hub, which is a pay-television network that prodadildren’s and family entertainment and educatigmogramming.

The Company provides the venture with funding asmgtises such as distribution, sales and adminigg&raupport. Profits and losses,
funding and voting control of the venture are sid&®-50 between the Company and Hasbro. Basedthpdavel of equity investment at
risk, the Company has determined that the ventuaeMIE. The Company has determined that it igmetprimary beneficiary of the venture
because it does not control the activities thanamst significant to the venture’s operating parfance and success and the venture partners
share equally in the profits, losses and fundinthefventure.

Discovery has guaranteed a certain level of opggaterformance for the venture, which is reduceet time as performance targets are
achieved. As of December 31, 2010, the remainingimmam exposure to loss under this performance gueeawas below $210 million. The
Company believes the likelihood is remote thatgedormance guarantee will not be achieved andetbie, will not have a material adverse
impact on the Company'’s financial position, opemtiesults or cash flows. Accordingly, the fairuebf the guarantee as of December 31,
2010 was not material. Discovery is committed tedfwp to $15 million to the venture, none of whitgs been funded through December 31,
2010.
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Beginning May 22, 2009, the Company ceased to dinlae the gross operating results of the U.S. ®iscy Kids network and began
accounting for its interests in the venture ushmgequity method. However, as Discovery continodsetinvolved in the operations of the
venture, the Company has not presented the finlgmesition, results of operations and cash flowthefU.S. Discovery Kids network
recorded through May 21, 2009 as discontinued dipea Accordingly, the Company’s consolidated Hssof operations for 2009 include
the gross operating results of the U.S. Discovadsketwork through May 21, 2009, whereas for sqbseat periods Discovery records only
its proportionate share of the venture’s net ofrggaesults as a component of “Other (expense)nreamet” on the Consolidated Statements
of Operations.

The carrying value of the Company’s investmentlie Hub was $344 million and $361 million as of Deber 31, 2010 and 2009,
respectively.

OWN: Oprah Winfrey Network

The Company has an investment in OWN, a 50-50 ventith Harpo, Inc. (“Harpo”), which operates aetgsion network and website
that provides adult lifestyle content focused dftdiscovery and self-improvement. On January 1, 22@he Company contributed the
Discovery Health network, including affiliate ratatships with cable operators and cable sateliteise providers, content licenses and
website user information, and Harpo contributed®@peah.com website and content licenses (NoteEX&ctive with the contribution, the
Discovery Health network is no longer consolidated.

The Company provides the venture funding and sesvitich as distribution, licensing, sales and adtrative support. The Company
has assumed all funding requirements, but equidyes voting control with Harpo. Initially, caststlibutions will be made by OWN to the
Company to repay prior funding. Following repaymefprior funding then due, subsequent cash digtidns made by OWN will be shared
equally between the Company and Harpo.

Based upon the level of equity investment at ttisk, Company has determined that OWN is a VIE. Thm@any has determined that it
is not the primary beneficiary of the venture adoiés not control the activities that are mostificant to the venture’s operating performance
and success. Accordingly, the Company accountgsfamvestment in OWN using the equity method. Thylo December 31, 2010, the
Company absorbed all net losses generated by OVNesult of its funding obligations. Effective oary 1, 2011, the Company and Harpo
share equally in net losses. Once all of the Coiyipagire-launch net losses have been recouped,dhg&ny and Harpo will share net
income equally.

In August 2010, the Company and Harpo amendeddahtuxe agreement which, among other matters, iseteRiscovery’s funding
commitment to OWN from $100 million to $189 millioAs of December 31, 2010, Discovery has funded$tblion to OWN, including
interest accrued on outstanding borrowings. The fizom currently expects to finance any additionatiing needs for OWN through mem
loans. The Company expects to recoup the entiraiahfonded to OWN, both through its commitments ang additional member loans,
provided that the ventures is profitable and hdficgent funds to repay the Company.

Pursuant to the venture agreement, Harpo hasghetd require Discovery to purchase Harpo's irgeie OWN every two and one half
years commencing five years from the launch of OWhich occurred on January 1, 2011. The put arnawege provides that the Compa
would purchase Harps'interests at fair market value up to a maximutrapuount. The maximum put amount is a range fro60$illion on
the first put exercise date up to $400 million be fourth put exercise date.

Other VIEs

Other VIEs principally include various cable antkfiae network ventures in which the Company hadésership interests from 18%
67%. The carrying value of the Company'’s investmémither VIEs accounted for using the equity mdttvas $57 million and $38 million
as of December 31, 2010 and 2009, respectively.
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NOTE 5. INVESTMENTS
The Company’s investments consisted of the follgwin millions).

As of December 31,

Balance Sheet Location 2010 2009
(recast)
Trading securities
Mutual funds Prepaid expenses and other current a: $ 55 $ 37
Available-for-sale securities
Money market mutual func Cash and cash equivalel 172 47¢
U.S. Treasury securitie Cash and cash equivalel 20C —
Other Cash and cash equivalel 3 8
Equity method investmen Other noncurrent asse 45E 404
Equity method investmen Other noncurrent liabilitie — (5)
Total investment $ 88t $ 927

Trading Securities

Trading securities include investments in mutuabisiheld in a separate trust, which are owned @®pthe Company’s supplemental
retirement plan (Note 14).

Available-for-Sale Securities

During 2009, the Company sold an investment intgegécurities for $22 million, which resulted ipeetax gain of $13 million.
Approximately $6 million of the pretax gain wasezlassification of unrealized gains from “Other goehensive income (loss).” During
2008, AMC, which is reflected as discontinued operes, sold equity securities for $24 million insba which did not result in any gains or
losses.

Equity Method Investments

Equity method investments principally include owstep interests in unconsolidated ventures deteminiode VIEs (Note 4).
Substantially all equity method investees are pelyaowned. The carrying value of the Company’siggmethod investments approximates
its portion of the underlying net assets of theestees. During 2009, the Company sold an investment equity method investee for
$2 million, which was recorded as a pretax gain.

During 2008, the Company recognized a pretax impait charge of $57 million related to an equity metinvestment, which was
recorded in “Other (expense) income, net” on thagotidated Statements of Operations. The impairrdeatge reflects an other-than-
temporary decline in the fair value of the invest@®mmon stock following lower than expected ofiagaperformance.

NOTE 6. FAIR VALUE MEASUREMENTS

Certain of the Company’s assets and liabilitiesraoerded at fair value. Fair value measuremeetslassified according to the
following three-level fair value hierarchy estahbsl by the FASB.

Level 1 - measurements based on observable inputs such &slquriwes for identical instruments in active nedsk

Level Z — measurements based on inputs such as quoted fmic@milar instruments in active markets; quoteitgs for identica
or similar instruments in markets that are notvagtand model-derived valuations in which all sfguaint inputs and
assumptions are observable in active matr!

Level : — measurements based on valuations derived frommireakie and other valuation techniques in whick onmore
significant inputs or significant value drivers amobservable
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Assets and liabilities measured at fair value oacarring basis consisted of the following (in moitis).

As of December 31, 2010

Level 1 Level 2 Level 3 Total
Assets:
Trading securities (Note 1. $ 55 $— $— $ 55
Available-for-sale securities (Note ! 172 203 — 37%
Total asset $ 227 $ 20z $— $43C
Liabilities:
Deferred compensation plan (Note $ 55 $— $— $ 55
Derivatives (Note 11 — 2 — 2
Other — 4 — 4
Total liabilities $ 55 $ 6 $— $ 61
As of December 31, 2009
Level 1 Level 2 Level 3 Total
Assets:
Trading securities (Note 1. $ 37 $— $— $ 37
Available-for-sale securities (Note ! A7¢€ 8 — 48€
Derivatives (Note 11 — 7 — 7
Total asset $51¢ $ 15 $— $53C
Liabilities:
Deferred compensation plan (Note : $ 37 $— $— $ 37
Derivatives (Note 11 — 40 — 40
Other — 5 — 5
Total liabilities $ 37 $ 45 $— $ 82
Redeemable noncontrolling intere $— $— $ 49 $ 49

For trading and available-for-sale securities dfeegkin Level 1, the total fair value is the qudtearket price per unit in active markets
multiplied by the number of units held without clegation of transaction costs. The fair valuehef teferred compensation plan liability is
determined based on the fair value of the relatedstments elected by employees.

The fair value of available-for-sale securitiesssified in Level 2 is the quoted market price pait in markets that are not active
multiplied by the number of units held without citesation of transaction costs.

The fair value of derivative instruments, which sisih of interest rate swaps, is determined baseati@present value of future cash
flows using observable inputs, including interedes, yield curves and credit spreads.

The fair value of the redeemable noncontrollingiasts was an estimated negotiated value.
The carrying values for other financial instrumesiish as cash, accounts receivable and accourdblpapproximated their fair valu
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The following table reconciles the beginning andieg balances of Level 3 measurements (in millions)

Year Ended December 31,

2010 2009 2008
Redeemable Redeemable Redeemable
Noncontrolling Noncontrolling Noncontrolling
Interests Interests Other Interests
Beginning balanc $ (49 $ (49 $(54) $ (49
Total gains (losses
Included in net incom — — 47 —
Included in other
comprehensive incomnr — — — —
Purchases, sales, issuances,
settlements, ne 49 — — —
Transfers (in) and/or out of Level
3 — — 7 —
Ending balanc $ — $ (49 $— $ (49

During 2010, redeemable noncontrolling interesteawmirchased in connection with the acquisitioBBC Worldwide’s interests in
certain ventures (Note 3). The “Other” liabilitypresents the value of ownership interests in aityemethod investee that the Company is
obligated to distribute to or liquidate and pay ajanity of the sales proceeds to the former ownéeswholly-owned subsidiary. During 20C
the Company recorded an other-than-temporary immgit charge for the decrease in fair value of thetg method investee (Note 5), which
resulted in a decrease in the obligation to them&rowners. The transfer out of Level 3 during 268&f8cts the change in the Company’s
valuation methodology from a discounted cash floveglel to the Black-Scholes option pricing modelinSaecognized for liabilities valued
using significant unobservable inputs were reposted component of “Other income (expense), netherConsolidated Statements of
Operations.

NOTE 7. CONTENT RIGHTS
The following table presents a summary of the camepts of content rights (in millions).

As of December 31,

2010 2009
(recast)
Produced content right
Completec $ 1,96: $1,71(
In-production 22¢ 20¢
Coproduced content right
Completec 44¢€ 44¢
In-production 76 85
Licensed content right
Acquired 297 261
Prepaid 19 13
Content rights, at co: 3,03( 2,72¢
Accumulated amortizatio (1,702 (1,449
Total content rights, ne 1,32¢ 1,28
Less: current portio 83 75
Noncurrent portiol $ 1,248 $ 1,20i

Content expense was $714 million, $706 million &81 million for 2010, 2009 and 2008, respectiv@lye Company estimates that
approximately 96% of unamortized costs of contaiits, excluding content in-production and prepiienses, as of December 31, 2010 will
be amortized within the next three years. The Caomeepects to amortize $531 million of unamortizedtent rights, excluding content in-
production, and prepaid licenses, during the nggtte months.

The Company enters into arrangements wherebylalmmlates with third parties to finance, develog distribute programming
(“coproduced content”). The Company capitalizesrteiecost of coproduced content and amortizes theancordance with its content
amortization policy. The Company’s policy is to @ed cash receipts for distribution, advertising aoyghlty revenue
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that result from the use of coproduced contentrassyevenue as the Company acts as principalCohgany generally does not allocate
revenue to specific content rights, and there wereoyalty revenues or expenses associated wittodaption partners during 2010, 2009 :
2008. Content costs of $122 million, $123 milliarde588 million were capitalized as part of coprdéhrcarrangements during 2010, 2009
and 2008, respectively.

NOTE 8. PROPERTY AND EQUIPMENT
Property and equipment consisted of the followingnillions).

As of December 31,

2010 2009

(recast;
Land, buildings and leasehold improveme $ 284 $ 28C
Broadcast equipmel 364 307
Capitalized software cos 17C 164
Office equipment, furniture, fixtures and ot} 23E 232
Property and equipment, at ci 1,05: 98¢
Accumulated depreciatic (659 (579
Property and equipment, r $ 39¢ $ 40¢

Property and equipment includes assets acquireerwagbital lease arrangements, primarily sateli#esponders, with gross carrying
values of $155 million and $133 million as of Dedem31, 2010 and 2009, respectively. The relatedraalated amortization for capital
lease assets was $41 million and $27 million d3exfember 31, 2010 and 2009, respectively.

The net book value of capitalized software costs $&4 million and $43 million as of December 311@@nd 2009, respectively.

Depreciation expense for property and equipmentuding amortization of capitalized software camtsl capital lease assets, totaled
$92 million, $102 million and $105 million for 2012009 and 2008, respectively. Amortization of taled software costs was $17 million,
$24 million and $21 million for 2010, 2009 and 20@&spectively.

In addition to the capitalized property and equiptriecluded in the above table, the Company reettsan facilities and equipment
under operating lease arrangements. Rental exp@nsperating leases totaled $83 million, $80 railliand $119 million for 2010, 2009 and
2008, respectively.

NOTE 9. GOODWILL AND INTANGIBLE ASSETS
Goodwill

Changes in the carrying value of goodwill, by repble segment, were as follows (in millions).

u.s. International Education
Networks Networks and Other Total
Balance as of December 31, 2008 (reca $ 5,591 $ 1,27 $ 27 $ 6,89
Dispositions (437) — — (437)
Purchase price adjustmel ()] — — a7
Impairments — (6) — (6)
Foreign currency translation and other adjustm (2) 4 — 2
Balance as of December 31, 2009 (reca 5,13¢ 1,271 27 6,43:
Acquisitions — 13 — 13
Impairments — — 11 (172)
Foreign currency translation and other adjustm — (4) 3 (D)
Balance as of December 31, 20: $ 5,13¢ $ 1,28( $ 19 $ 6,43/
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During 2010, goodwill increased slightly due to $tilion of goodwill acquired in connection withetacquisition of an uplink facility
(Note 3), partially offset by an $11 million impaient of goodwill at the Education and Other segmelated to the Company’s
postproduction audio business.

During 2009, goodwill decreased $458 million, whigas principally attributable to a $437 million tetion related to the U.S.
Discovery Kids Transaction (Note 4). The amoung@ddwill allocated to the U.S. Discovery Kids netwavas based on the relative fair
values of the network and the portion of the U.8tvidrks segment that was retained. Goodwill alsvatesed during 2009 for a $17 million
reversal of a deferred tax liability related to #8097 acquisition of HowStuffWorks.com, Inc. (“HSYWThe Company also recorded a $6
million impairment of goodwill in 2009 at its Inteaitional Networks segment related to the Antenndid\business, which is reported as
discontinued operations.

Total amounts allocated to goodwill and accumulateddwill impairments were as follows (in millions)

As of December 31,

2010 2009

Goodwill, gross $6,44¢ $6,43¢
Accumulated impairment (17) (6)
Goodwill, net $6,43¢ $6,43°%

The accumulated goodwill impairment as of Decen®igr2009 relates to the impairment of goodwillree Company’s Antenna Audio
business, which was sold on September 1, 2010tla@d:fore, is not included in the accumulated gdbhdlwpairment balance as of
December 31, 2010.

Intangible Assets
Intangible assets consisted of the following (iflionis, except years).

Weighted As of December 31, 2010 As of December 31, 2009
Average
Amortization Accumulated Accumulated
Period (Years' Gross Amortization Net Gross Amortization Net
(recast) (recast) (recast)
Intangible assets subject to
amortization:;
Trademark 6 $ 32 % 22) % 10 % 32 % 16y $ 16
Customer list: 24 524 (99) 42F 52¢€ (68) 45¢
Other 5 6 (4) 2 2 (1) 1
Total 562 (125) 437 56( (85) 47¢
Intangible assets not subject to
amortization:
Trademark: 16¢ — 16€ 16€ — 16€
Total $ 73C $ (125) $ 605 $ 726 $ (85 $ 642

Intangible assets, net decreased $38 million duhiag/ear ended December 31, 2010 due primarigytortization expense.
Amortization expense for finite-lived intangiblesass is recognized using the straight-line methad the estimated useful lives of the assets.
Amortization expense related to finite-lived intérlg assets, which excludes impairments, was $3&mi$50 million and $75 million for
2010, 2009 and 2008, respectively.

Amortization expense relating to intangible assetgect to amortization for each of the next fieags and thereafter is estimated to be
as follows (in millions).

2011 2012 2013 2014 2015 Thereafter
Amortization expens $ 32 $ 29 $ 26 $ 26 $ 26 $  29¢

The amount and timing of the estimated expens#wimbove table may vary due to future acquisitidispositions, or impairments.
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Impairment Analysis

During the fourth quarter of 2010, the Company clataa its annual impairment review of goodwill andefinite-lived intangible
assets. The estimated fair value of each repoutiigexceeded its carrying value and, therefordmmairments were recorded. The fair va
of the reporting units were determined using a D@fel and market-based valuation models utilizindtiples of earnings before interest,
taxes, depreciation and amortization (“EBITDA”").tBanodels resulted in substantially similar failues. Cash flows were determined based
on Company estimates of future operating resuliisciscounted using an internal rate of return basedn assessment of the risk inherent in
future cash flows of the respective reporting unit.

During the third quarter of 2010, the Company rdedran $11 million pretax noncash impairment chaetsed to goodwill at its
postproduction audio business, which is a compooktite Education and Other segment. Managemeatrdated that the decline in the
operating results for its postproduction audio bess no longer appeared cyclical, but rather ateng performance decline. The fair value
of the postproduction audio business was estimatad) a DCF model.

During 2009, the Company was required to perfornmgarim impairment review of goodwill and long-ig assets, including intangible
assets, at its U.S. Networks segment due to theisBovery Kids Transaction (Note 4). The Compaagd the purchase consideration
provided by Hasbro to determine the fair valuehef network. The Company used a DCF model and mbdssd valuation models utilizing
multiples of EBITDA and revenues to determine thie ¥alue of the portion of the U.S. Networks segtrremaining with the Company. As a
result of this review, the Company recorded preiaxcash impairment charges of $17 million and $8anirelated to intangible assets and
capitalized software, respectively. The impairmeafkected a decline in operating performance aackat multiples for certain asset groups
in the U.S. Networks segment.

Also in 2009, the Company recorded pretax nonaagairment charges of $6 million and $6 million tethto goodwill and intangible
assets, respectively, at its International Netwedgment. The goodwill impairment charge refleadgeline in operating performance at the
Company’s Antenna Audio business, which is repoaediscontinued operations. The impairment ofditived intangible assets was due to
a decline in operating performance for an assatgio EMEA. The fair values were estimated usingdD@odels.

During 2008, the Company recorded pretax noncaghimment charges of $30 million related to intahgissets at its HSW business,
which was a component of the U.S. Networks segnidrd.impairments reflect lower than lower than exee operating performance and a
decline in long term expectations. The fair valwese estimated using DCF models.

Impairment charges were recorded in “Restructugimg impairment charges” on the Consolidated Statesred Operations.

NOTE 10. DEBT
Outstanding debt consisted of the following (inlios).

As of December 31,

2010 2009
$1.5 billion Term Loan B, due quarterly Septemb@d2to May 201« $ — $1,46:
$500 million Term Loan C, due quarterly June 2098y 2014 — 49¢€
8.37% Senior Notes, se-annual interest, due March 20 — 22C
8.13% Senior Notes, se-annual interest, due September 2 — 23t
Floating Rate Senior Notes, seannual interest, due December 2! — 90
3.70% Senior Notes, se-annual interest, due June 2( 85C —

6.01% Senior Notes, se-annual interest, due December 2! — 39C
5.625% Senior Notes, se-annual interest, due August 20 50C 50C
5.05% Senior Notes, se-annual interest, due June 2( 1,30(C —

6.35% Senior Notes, se-annual interest, due June 2( 85C —

Capital lease and other obligatic 12€ 114
Total lon¢-term debt 3,62¢ 3,50¢
Unamortized discour (8) (13)
Long-term debt, ne 3,61¢ 3,49
Less current portion of lo-term debi 20 38
Noncurrent portion of lor-term deb: $3,59¢ $3,45i
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Senior Notes

On June 3, 2010, DCL issued $850 million aggregatecipal amount of 3.70% Senior Notes maturinglone 1, 2015, $1.3 billion
aggregate principal amount of 5.05% Senior Notesirimey on June 1, 2020 and $850 million aggregatecjpal amount of 6.35% Senior
Notes maturing on June 1, 2040. DCL received apprately $3.0 billion in proceeds, net of a $6 noitliissuance discount and $24 millior
issuance costs recorded as deferred financing.d@61s may, at its option, redeem some or all otheenior notes at any time by paying a
make-whole premium, plus accrued and unpaid inteifeany, to the date of repurchase. Interesthensenior notes is payable on June 1 and
December 1 of each year, beginning on Decembed1).2

The Company used the net proceeds of the offetigygash on hand to repay $1.5 billion outstandinder its Term Loan B, $487
million outstanding under its Term Loan C, netha# priginal issue discount, $220 million outstaigdimder its 8.37% Senior Notes due
March 2011, $235 million outstanding under its 84l3enior Notes due September 2012, $90 milliontanténg under its Floating Rate
Senior Notes due December 2012, $390 million ontitey under its 6.01% Senior Notes due Decembes 208 $114 million for make-
whole premiums. The repayments resulted in a piesson extinguishment of debt of $136 million,igthincluded $114 million for make-
whole premiums, $12 million of noncash write-offsumamortized deferred financing costs and $10ionilfor the repayment of the original
issue discount on the Company’s term loans.

On August 19, 2009, DCL issued $500 million aggtegmincipal amount of 5.625% Senior Notes matuangdugust 15, 2019. DCL
received $492 million in proceeds, net of a $3ioillissuance discount and $5 million of issuanc#soecorded as deferred financing costs.
DCL used the net proceeds of the offering to rep#8 million of indebtedness outstanding undefé@sm Loan A. The remaining proceeds
were used for general corporate purposes. DCL atats option, redeem some or all of these serdtesat any time by paying a makbole
premium, plus accrued and unpaid interest, if é&myhe date of repurchase.

All senior notes outstanding as of December 31028 unsecured and rank equally in right of paytméth all of DCL's other
unsecured senior indebtedness and are fully anohalitonally guaranteed on an unsecured and undiraied basis by Discovery.

The outstanding senior notes contain certain nanfiral covenants, events of default and other ouwsty provisions. The Company w
in compliance with all covenants and customary jsions and there were no events of default as ceEBéer 31, 2010.

Term Loan

On May 14, 2009, Discovery Communications HoldibgC (“DCH”), a wholly-owned subsidiary of Discovergntered into a $500
million term loan (“Term Loan C"). DCH received naibceeds of $478 million, which were used to repa§3 million and $315 million of
indebtedness outstanding under DCL’s Term Loan dramolving credit facility, respectively. Indebtezbs under Term Loan C was due in
equal quarterly installments. The outstanding badamder Term Loan C was repaid in full in June®04ing the offering proceeds from the
senior notes issued in June 2010 as noted above.

Revolving Credit Facility

On October 13, 2010, DCL entered into a credit @geent among DCL as the borrower, Discovery as guarathe lenders named
therein and Bank of America, N.A., as administriigent, swing line lender and letters of credités. On October 13, 2010, in connection
with the execution of the credit agreement, DClmieated its previous revolving credit facility.

The credit agreement provides for a $1.0 billiovoreing credit facility, which includes a $500 nidlh sublimit for multicurrency
borrowings, a $200 million sublimit for the issuaraf standby letters of credit and a $50 millioblsuit for swing line loans. The revolving
credit facility also contains an expansion opti@nmpitting DCL to request an increase of the borrgagapacity from time to time up to an
aggregate additional $1.0 billion from any of thaders or other eligible lenders as may be intitgdin the revolving credit facility, that
elect to make such increase available, upon tlisfaaion of certain conditions. The obligationslenthe credit agreement are unsecured anc
are fully and unconditionally guaranteed by Disagv®roceeds from the revolving credit facility hbe used for working capital, capital
expenditures and other lawful corporate purposes.

If DCL were to draw on the new revolving creditifig, the debt would be due on the expiration datkich is October 11, 2013, and
outstanding balances would bear interest at otieeofollowing rates. Each Eurocurrency rate loalh lvgar interest at the Eurocurrency Rate
(as defined in the credit agreement) plus the Ajaplie Rate (as defined in the credit agreemens), plinder certain circumstances, the
Mandatory Cost (as defined in the credit agreemdig Applicable Rate for Eurocurrency rate loaflsrange from 1.075% to 1.850% ba:
on DCL's credit ratings from time to time. Baseerddans and swing line loans will bear intereshatBase Rate (as defined below) plus the
Applicable Rate. The Base Rate is the highest)dhé Federal funds rate (as published
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by the Federal Reserve Bank of New York from timérne) plus 0.50%, (ii) Bank of America’s “primate” as publicly announced from
time to time, and (iii) the Eurocurrency Rate plu80%. The Applicable Rate for base rate loanssavidg line loans is 1.00% less than the
Applicable Rate for Eurocurrency rate loans.

DCL is required to pay a facility fee equal to tgplicable Rate, which will range from 0.175% td@% based on DCL'’s credit ratings
from time to time, multiplied by the actual dailsnaunt of the Lender’s aggregate commitments urtdesénior credit facility, regardless of
usage. The facility fee is payable quarterly irears. DCL will also pay a letter of credit fee elqoahe Applicable Rate for Eurocurrency r
loans times the dollar equivalent of the daily amtaavailable to be drawn under such letter of dredi

DCL may optionally prepay the loans or irrevocatgguce or terminate the unutilized portion of tbenmitments under the New
Revolving Credit Facility, in whole or in part, Wwidut premium or penalty at any time by the deliveina notice to that effect as provided
under the credit agreement.

There were no amounts drawn under the revolvinditfacility as of December 31, 2010.

The revolving credit facility contains affirmatiaad negative covenants, including an interest @geeratio and leverage ratio, event
default, and other customary provisions. The Compaas in compliance with all covenants and custgnpaovisions and there were no
events of default as of December 31, 2010.

Debt Repayment Schedule
The following table presents a summary of schedatatiestimated debt payments, excluding capitaklealigations and other notes
payable, for the succeeding five years based oanimint of debt outstanding as of December 31, 2@l@illions).

2011 2012 2013 2014 2015 Thereafter
Long-term debt paymen $  — 8 — $ — & — $ 8C $ 265

Scheduled payments for capital lease obligationstanding as of December 31, 2010 are disclosétbia 20.

Fair Value

The fair value of the Company’s debt was $3.7dnilland $3.6 billion as of December 31, 2010 an®20spectively. The fair value of
the Company'’s publicly traded debt was determirgdgiquoted market prices and the fair value ofpttieate debt was estimated based on
current market rates and credit pricing for simdabt types and maturities.

NOTE 11. DERIVATIVE FINANCIAL INSTRUMENTS

The Company uses derivative financial instrumenitscppally to modify its exposure to market riskerh changes in interest rates and
foreign exchange rates. The Company does not enteor hold derivative financial instruments fegulative trading purposes.

The Company is exposed to the impact of interaéstahanges primarily through its borrowing actisti For fixed rate debt, the
Company may enter into variable interest rate svedfiestively converting fixed rate borrowings toriadole rate borrowings indexed to
LIBOR in order to reduce the amount of interestip@ihe Company may designate variable intereststasgps as fair value hedges. For
variable rate debt, the Company may enter intadfix¢erest rate swaps to effectively fix the amaafninterest paid in order to mitigate the
impact of interest rate changes on earnings. Thpaoy may designate fixed interest rate swapsssft@av hedges.

The Company transacts business globally and iestty) risks associated with changing foreign ewyeexchange rates. The Company
may enter into spot, forward and option contralsés thange in value as foreign currency excharngs hange. These contracts hedge
forecasted foreign currency transactions in ordenitigate fluctuations in its earnings and casiwvll associated with changes in foreign
currency exchange rates. The Company may desifpraign exchange spot, forward and option contrastsash flow hedges. There were
significant foreign exchange derivative instrumemisstanding during 2010, 2009 and 2008.

The Company may also enter into derivative instnim¢hat are not designated as hedges and do alifiydor hedge accounting. The
contracts are intended to mitigate economic expssaf the Company.
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As a result of refinancing most of its debt in J@840 (Note 10), the Company discontinued hedgewatt;ng for $1.8 billion notional
amount of fixed interest rate swaps designatedsls low hedges. The change in designation resintestlassifying losses of $27 million
from “Accumulated other comprehensive loss” on@umsolidated Balance Sheets to “Other (expensejie¢net” on the Consolidated
Statements of Operations. In June 2010, fixed amidble interest rate swaps with a total notiomabant of $1.8 billion either matured or
were settled prior to maturity for which the Compaaid $24 million.

The following tables present the notional amourtt &ir value of the Company’s derivatives (in naitis).

Asset Derivatives
As of December 31,

2010 2009
Balance Sheet Location Notional Fair Value Notional Fair Value
Derivatives designated as hedging
instruments
Interest rate contrac Other noncurrent asse $ — $ — $ 76C $ 4
Derivatives not designated as hed
instruments
Interest rate contrac Other noncurrent asse — — 50 3
Total asset derivative $ — $ — $ 81C $ 7

Liability Derivatives
As of December 31,

2010 2009
Balance Sheet Location Notional Fair Value Notional Fair Value
Derivatives designated as hedging
instruments
Interest rate contrac Other current liabilitie: $ — $ — $ 90C $ 21
Interest rate contrac Other noncurrent liabilitie — — 10C —
Total — — 1,00( 21
Derivatives not designated as hed
instruments
Foreign exchange contrac Other current liabilitie — — 1 —
Interest rate contrac Other current liabilitie: 37¢E 2 — —
Interest rate contrac Other noncurrent liabilitie — — 37¢E 19
Total 37¢E 2 37€ 19
Total liability derivatives $ 37¢ $ 2 $1,37¢ $ 40

The following table presents the impact of deriv@tinstruments on income and other comprehensoa@me (loss) for 2010 and 2009
(in millions).

Year Ended December 31,

Instrument Type 2010 2009
Derivatives designated as hedging instrume
Amount recognized in “Other comprehensive income
(loss)” gross of ta Interest rate contac $ @3] $ (3)
Amount reclassified from “Accumulated other
comprehensive 0" into “Interest expense, I” Interest rate contac $ (19 $ (57
Amount excluded from effectiveness testing and
recorded ir“ Other (expense) income, ” Interest rate contac $ — $ (1)
Derivatives not designated as hedging instrum
Amount recognized i Other (expense) income, ” Interest rate contac $ (29 $ 21
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NOTE 12. EQUITY
Common Stock

The Company has authorized, issued and there gstanding three series of common stock: SeriesmAngon stock, Series B
convertible common stock and Series C common stdolders of Series A, Series B and Series C comshack have equal rights, powers
and privileges, except as otherwise noted. Holde&eries A common stock are entitled to one vetespare and holders of Series B
convertible common stock are entitled to ten vpiEsshare on all matters voted on by stockholdssept for directors to be elected by
holders of the Company’s Series A convertible preféstock. Holders of Series C common stock atentitled to any voting rights, except
as required by Delaware law. Generally, holderSexfes A and Series B common stock and Series #ecthble preferred stock vote as one
class, except for certain preferential rights aféal to holders of Series A convertible preferredist

Holders of Series A, Series B and Series C comrtamksvill participate equally in any cash divideraiclared by the Board of
Directors, subject to any preferential rights of antstanding preferred stock.

Each share of Series B convertible common stockisertible, at the option of the holder, into ahare of Series A common stock.
Series A and Series C common stock are not coblerti

Generally, distributions made in shares of SerieSeies B or Series C common stock will be madegrtionally to all common
stockholders. In the event of a reclassificatiamdivision or combination of any series of commtatk, the shares of the other series of
common stock will be equally reclassified, subd@ddr combined.

In the event of a liquidation, dissolution, or wimgl up of Discovery, after payment of Discovery&bts and liabilities and subject to
preferential rights of any outstanding preferremstkt holders of Series A, Series B and Series Owomstock and holders of Series A and
Series C preferred stock will share equally in asgets available for distribution to holders of ooon stock.

In connection with the formation of Discovery orp&amber 17, 2008, the Company issued 134 millianjllion and 141 million share
of its Series A common stock, Series B common stankl Series C common stock, respectively, todh@aér stockholders of DHC.

Preferred Stock

The Company has authorized, issued and there #standing two series of preferred stock: SeriemAvertible preferred stock and
Series C convertible preferred stock. In additmithie 150 million shares authorized for Series 4 Saries C convertible preferred stock (75
million for each series) disclosed on the ConstdiddBalance Sheets, the Company has authorizedlb@hnshares of preferred stock that .
undesignated and issuable in accordance with thagions of the Company’s charter. As of Decemler2®10, all outstanding shares of
Series A and Series C convertible preferred stoelald by Advance Newhouse Programming Partne(SAghvance/Newhouse”).

Holders of Series A and Series C convertible pretestock have equal rights, powers and privilegesept as otherwise noted. Except
for the election of common stock directors, thedieo$ of Series A convertible preferred stock atéled to vote on matters to which holders
of Series A and Series B common stock are entideate and holders of Series C convertible preféstock are entitled to vote on matter
which holders of Series C common stock are entttbeebte pursuant to Delaware law. Series A coiiblerpreferred stockholders vote on an
as converted to common stock basis together wélStries A and Series B common stock; as a sitegs on all matters except the election
of directors. Additionally, through its ownershiptbe Series A and Series C convertible prefertedks Advance/Newhouse has special
voting rights on certain matters and the rightlexethree directors. Holders of the Company’s camrstock are not entitled to vote in the
election of such directors. Advance/Newhouse rettigse rights so long as it or its permitted fiene®s own or have the right to vote such
shares that equal at least 80% of the shares mfsS&iconvertible preferred stock issued to AdvéReghouse in connection with the
formation of Discovery plus any Series A converipteferred stock released from escrow, as mayljostad for certain capital transactions
(the “Base Amount”).

Subject to the prior preferences and other rightsg senior stock, holders of Series A and Setiesnvertible preferred stock will
participate equally with common stockholders oraartonverted to common stock basis in any casHetids declared by the Board of
Directors.

Each share of Series A and Series C convertiblienpesl stock is convertible, at the option of tleddier, into one share of Series A or
Series C common stock, respectively, subject todihttion adjustments. Additionally, the Company akdlvance/Newhouse are parties tc
escrow agreement that entitles Advance/Newhouadddional shares of Series A or Series C
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convertible preferred stock in the event the Comgpasues common stock to settle the exercise oksiptions and stock appreciation rights
that the Company assumed in connection with thmdtion of Discovery on September 17, 2008. The Gompnitially placed approximate
1.6 million shares of Series A and Series C coitlerpreferred stock (approximately 800,000 forteseries) into an escrow account purs
to this agreement. The Company records a noncask dividend when the additional shares of prefkateck become due to
Advance/Newhouse. The dividend recorded for eaefemed share due to Advance/Newhouse is meastitbd fair value of the Series A or
Series C convertible preferred stock on SeptembgeP@08, which is the date Discovery was formedamtéred into the obligation to
contingently issue additional preferred sharesdeahce/Newhouse. Generally, each share of Seraed/Series C convertible preferred
stock will automatically convert into the applicatseries of common stock if such shares are trargférom Advance/Newhouse to a third-
party and such transfer is not a permitted trangfdditionally, all of the outstanding Series A aB&dries C convertible preferred stock will
automatically convert into the applicable seriesa@hmon stock at such time as the number of oudstgrshares of Series A convertible
preferred stock is less than 80% of the Base Amount

In the event of a liquidation, dissolution and witglup of Discovery, after payment of Discovery&bts and liabilities and subject to
the prior payment with respect to any stock ranlsegior to Series A and Series C convertible prefestock, the holders of Series A and
Series C convertible preferred stock will receiyefore any payment or distribution is made to tblelérs of any common stock or other
junior stock, an amount (in cash or property) eqo&0.01 per share. Following payment of such arhand the payment in full of €
amounts owing to the holders of securities rankiagior to Discovery’s common stock, holders of & A and Series C convertible preferred
stock will share equally on an as converted to comstock basis with the holders of common stockassets remaining for distribution to
such holders.

In connection with the formation of Discovery orp8amber 17, 2008, the Company issued 70 millionZhdillion shares of its
Series A convertible preferred and Series C coiblerpreferred stock, respectively, to Advance/Neude.

Stock Repurchase Program

On August 3, 2010, the Company implemented a stegirchase program, pursuant to which it is autledrto purchase up to $1.0
billion of its common stock. The Company expectfuttd repurchases through a combination of cadhamal, cash generated by operations,
borrowings under its revolving credit facility ahdture financing transactions. Under the prograrapnagement is authorized to purchase
shares from time to time through open market pugebar privately negotiated transactions at priexpjrices as permitted by securities laws
and other legal requirements, and subject to gpoicke, business conditions, market conditions ahdrdfactors. The repurchase program ¢
not have an expiration date. During 2010, the Compapurchased 2.99 million shares of its Seriem@mon stock for an aggregate
purchase price of $105 million through open matkatsactions. The repurchases were funded usifigaraband. As of December 31, 2010,
the Company had remaining authorization of $89%ianiffor future repurchases of common stock. Tloelstepurchases were recorded in a
separate account at cost, which is reported aduection in equity. The $105 million aggregate pash price of the acquired stock was
recorded in “Treasury stock, at cost” on the Cadsted Balance Sheet as a reduction of equity.

Preferred Stock Repurchase

On December 13, 2010, the Company repurchasedetinetrapproximately 13.73 million shares of itsi&&e C convertible preferred
stock from Advance/Newhouse for an aggregate psecpéace of $500 million. The repurchase was madside of the Company’s publicly
announced stock repurchase program. The $500 malggregate purchase price was recorded as a dea@ef100,000 to par value, $234
million to additional paid-in capital, and $266 lhaih to retained earnings because the additiondtipacapital related to the series of shares
repurchased was reduced to zero.

Stock Dividends to Preferred Interests

The Company declared noncash stock dividends ofiliibn, $8 million and zero to its preferred stosthareholder during 2010, 2009
and 2008, respectively. The Company released appabely 43,000, 254,000, and zero of its Serieomon stock and approximately
60,000, 211,000, and zero of its Series C commmekdtom escrow during 2010, 2009 and 2008, resgegt in payment of most of the
dividends declared. The Company is contractualligated to issue the dividends upon the issuandis eébmmon stock to settle the exercise
of stock options and stock appreciation rights thassumed in connection with its formation ont8eber 17, 2008.
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Other Comprehensive (Loss) Income
The tax effects related to each component of “Otloenprehensive (loss) income” were as follows (iliions).

Tax

(Expense
Beforetax Net-of-tax
Amount Benefit Amount
Year ended December 31, 2008:
Foreign currency translation adjustme $ (99 $ 35 $ (59
Market value adjustments and reclassificationsémurities an
derivatives (38) 13 (25
Other comprehensive lo $ (139 $ 48 $ (89
Year ended December 31, 200!
Foreign currency translation adjustme $ 42 $ (15 $ 27
Market value adjustments and reclassificationsémurities an
derivatives 47 1 30
Other comprehensive incor $ 89 $ (32 $ 57
Year ended December 31, 2010:
Foreign currency translation adjustme $ (30 $ 11 $ (19
Market value adjustments and reclassificationsémurities an
derivatives 11 4 7
Other comprehensive lo $ (19 $ 7 $ (12
The components of “Accumulated other comprehensisg€’ were as follows (in millions).
As of December 31,
2010 2009 2008
Foreign currency translation adjustments, $(39) $(20) $(47)
Market value adjustments and reclassificationséamurities and derivatives, r 6 (1) (32)
Ending balanc $(33) $(21) $(78)

NOTE 13. STOCK-BASED COMPENSATION

The Company has various incentive plans under winichawards, SARs, stock options, PRSUs and R%le heen issued. The
Company does not intend to grant additional unaras and SARs, which are cash-settled, except gbmeequired by contract or to
employees in countries in which stock options, PRSI RSUs are not permitted. As of December 3102the Company has reserved a1
of 50 million shares of its Series A and Serie@mon stock for future exercises of stock optiam$ westing of PRSUs and RSUs. Upon
exercise of stock options or vesting of PRSUs aB/& the Company issues new shares from its egiatithorized but unissued shares.
There were 45 million shares of common stock irmess that were available for future grant underititentive plans as of December 31,
2010.

91



Table of Contents

Stock-Based Compensation Expense
Stock-based compensation expense (benefit) recedjibiy the Company consisted of the following (itlions).

Year Ended December 31,

2010 2009 2008
Unit awards $127 $14z2 $(78)
SARs 13 61 4
Stock options 30 22 4
PRSUs and RSL 12 1 —

Other — 1 4
Total stocl-based compensation expense (ben $182 $22¢ $(66)
Tax (benefit) expense recogniz $(68) $(80) $ 24

Compensation expense for all awards was recordaccamponent of “Selling, general and administedtiexpense on the Consolidated
Statements of Operations. As of December 31, 20d®809, the Company recorded total liabilitie$d25 million and $143 million,
respectively, for cash-settled awards. The cupention of the liability for cash-settled awardssa&il 18 million as of December 31, 2010.

Stock-Based Award Activity
Unit Awards
Unit award activity for 2010 was as follows (in hahs, except price and years).

Weighted-Average
Remaining
Unit Weighted-Average  Contractual Term Aggregate
Awards Grant Price (years) Intrinsic Value
Unvested as of December 31, 2( 124 $ 19.3¢
Granted 2C % 31.81
Vested (55 % 19.2¢ $ 117
Forfeited (0.7 % 23.2¢
Unvested as of December 31, 2( 8.2 % 22.07 0.8: $ 182
Vested and expected to vest as of December 31, 8.4 $ 21.9¢ 0.77 $ 19C
Vested and unpaid as of December 31, 2 0.6 $ 20.8¢ $ 16

Unit awards represent the right to receive a castment for the amount by which the vesting priceeexs the grant price. The vesting
price is the average closing price of the CompaBgses A common stock over the 10 trading daysediately preceding and including the
vesting date and the 10 trading days immediatddgasguent to the vesting date. The grant pricededan the average closing price of the
Company'’s Series A common stock over the 10 tradayg immediately preceding and including the gdaté and the 10 trading days
immediately following the grant date. For certaivaads the average grant price and average vedticg ipclude a premium. Unit awards v
ratably in increments of 25% per year over fourgdmginning one year from the grant date basezmbaotinuous service and are generally
settled within sixty days of vesting. Unit awardsgrally provide for accelerated vesting upon eetent or after reaching a specified age and
years of service. The Company made cash paymeatsigp$101 million, $58 million and $49 million dag 2010, 2009 and 200
respectively, to settle vested unit awards. As eé@&nber 31, 2010, there was $72 million of unrezmghcompensation cost, net of estim:
forfeitures, related to unit awards, which is expddo be recognized over a weighted-average pefiad6 years. Of the 8.2 million unit
awards unvested as of December 31, 2010, 4.9 méliw 1.9 million are scheduled to vest during 28d 2012, respectively.
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Because unit awards are cash-settled, the Compeamgasures the fair value and compensation expésgstanding unit awards each
reporting date until settlement. The fair valuemofstanding unit awards is estimated using thelB&atholes option-pricing model. The
weighted-average assumptions used to determirfaithealue of outstanding unit awards as of Decen3de 2010 and 2009 were as follows.

As of December 31,

2010 2009
Risk-free interest rat 0.3% 0.68%
Expected term (year: 0.8C 1.0¢

Expected volatility 28.97% 38.8(%

Dividend yield — —

The weighted-average fair value of unit awardstauntding as of December 31, 2010 and 2009 was $2818%15.53, respectively, per
unit award.

SARs
SAR activity for 2010 was as follows (in millionsxcept price and years).

Weighted-Average
Remaining
Weighted-Average  Contractual Term Aggregate
SARs Grant Price (years) Intrinsic Value

Outstanding as of December 31, 2( 31 % 14.4¢

Granted — 3 —

Exercisec 3.0 % 14.4¢ $ 55
Forfeited — 3 —

Outstanding as of December 31, 2( 01 % 20.7( 3.71 $ 1
Vested and expected to vest as of December 31, 01 % 20.6¢ 3.7C $ 1

SARs entitle the holder to receive a cash paynarthe amount by which the price of the Compangseés A common stock exceeds
the base price established on the grant date. &fdrgranted with a base price equal to or grelgar the closing market price of the
Company’s Series A common stock on the date oftgBubstantially all SARs consisted of two sepavatgted tranches with the first tranche
having vested 100% on March 15, 2009 and the seftandhe having vested 100% on March 15, 2010.iMgstas based on continuous
service. Holders were able to exercise the fiesidthe of SARs at their election until March 15, 20The payment to settle exercises of the
first tranche of SARs was based on the amount kiglwthe price of the Company’s Series A commonlstatthe exercise date exceeded the
base price established on the grant date. All antéhg SARs for the second tranche were autombtiesércised as of March 31, 2010. The
payment to settle the second tranche of SARs wssdban the amount by which the average closing mfiiche Company’s common stock
over the 10 trading days immediately precedingianlliding the vesting date and the 10 trading daysediately subsequent to the vesting
date exceeded the base price established on thedg@ie. The Company made cash payments totalifgriion, $23 million and zero durit
2010, 2009 and 2008, respectively, for the exemmisRARS.
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Because SARs are cash-settled, the Company renesaberfair value and compensation expense ofamdisty SAR each reporting
date until settlement. The fair value of unvesté&dRS is estimated using the Black-Scholes optionhpg model. The weighted-average
assumptions used to determine the fair value aftanting SARs as of December 31, 2010 and 2009 agsi@lows.

As of December 31,

2010 2009
Risk-free interest rat 1.01% 0.2%
Expected term (year: 3.71 0.27

Expected volatility 34.52% 26.95%

Dividend yield — —
The weighted-average fair value of SARs outstandmgf December 31, 2010 and 2009 was $25.11 ah@%Irespectively, per SAR.

Stock Options
Stock option activity for 2010 was as follows (iilllans, except price and years).
Weighted-Average
Remaining

Stock Weighted-Average  Contractual Term Aggregate

Options Exercise Price (years) Intrinsic Value
Outstanding as of December 31, 2( 172 $ 16.31
Granted 22 $ 35.6¢
Exercisec 32 % 15.21 $ 76
Forfeited 0.5 $ 17.4¢
Outstanding as of December 31, 2( 15.7 $ 19.2¢ 521 $ 35C
Vested and expected to vest as of December 31, 151 $ 19.2¢ 5.3¢ $ 34C
Exercisable as of December 31, 2( 3¢ $ 16.0¢ 5.8t $ 99

Stock options are granted with an exercise pricgk or in excess of the closing market pricéhefCompany’s Series A common
stock on the date of grant. Substantially all stoplions vest ratably either in increments of agjpnaitely 33 1/3% each year over three years
or in 25% increments each year over four yearsnmégg one year from the grant date based on camtimgervice and expire three to ten
years from the date of grant. Stock option awaritegally provide for accelerated vesting upon eetignt or after reaching a specified .
and years of service. The Company received casmgaip totaling $47 million, $28 million and zerorithg 2010, 2009 and 2008,
respectively, from the exercise of stock options.oADecember 31, 2010, there was $68 million aéoagnized compensation cost, net of
expected forfeitures, related to stock options,chlis expected to be recognized over a weightedageeperiod of 1.95 years.

The fair value of stock options is estimated ushgyBlack-Scholes option-pricing model. The weighéeerage assumptions used to
determine the fair value of stock options as ofdate of grant during 2010, 2009 and 2008 werelmAfs.

Year Ended December 31,

2010 2009 2008
Risk-free interest rat 2.0&% 1.7(% 3.15%
Expected term (year: 4.9¢ 3.71 6.0

Expected volatility 38.21% 45.6(% 39.32%

Dividend yield — — —

The weighted-average grant date fair value of otigranted during 2010, 2009 and 2008 was $13835%and $6.11, respectively,
per option.
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PRSUs
PRSU activity for 2010 was as follows (in milliorexcept price).

Weighted-Average
Remaining
Weighted-Average  Contractual Term Aggregate
PRSUs Grant Price (years) Intrinsic Value

Outstanding as of December 31, 2( — 3 =

Granted 1C $ 32.87

Convertec — 8 —

Forfeited — 3 —

Outstanding as of December 31, 2( 1C $ 32.8¢ 21z $ 41
Vested and expected to vest as of December 31, 0€ $ 32.81 2.1€ $ 37

The Company has granted PRSUSs to certain seniel éaecutives. PRSUs represent the contingent tigheceive shares of the
Company’s Series A common stock, substantiallpf&ilhich vest over three to four years based oticoaus service and whether the
Company achieves certain operating performancetsrghe performance targets for substantiallPREUs are cumulative measures over a
three year period of the Company’s adjusted opegaticome before depreciation and amortizatiordédmed in Note 21), free cash flows
and revenues. The number of PRSUs that vest péltgimnge from 0% to 100% based on a sliding sadiere achieving or exceeding the
performance target will result in 100% of the PRS#@sting and achieving less than 80% of the tasgietesult in no portion of the PRSUs
vesting. Additionally, for certain PRSUs the ComyparCompensation Committee has discretion in deit@ng the final amount of units that
vest. Upon vesting, each PRSU becomes convertitideai share of the Company’s Series A common stack one-for-one basis. Holders of
PRSUs would not receive payments or accruals afleinds or dividend equivalents in the event the @amy was to pay regular cash
dividends until such PRSUs are converted into shaf¢he Company’s common stock.

The Company records compensation expense for PR&&lsdly over the longer of the service period afgrenance period assuming a
portion of the performance targets will be achieuéthe Company determines that achievement optiréormance targets is not probable,
the Company ceases recording compensation expadsalgreviously recognized compensation expeoas¢he award is reversed in the
period in which the Company makes its determination

Compensation expense is separately recorded fanesting tranche of PRSUs for a particular great. most PRSUs, the Company
measures the fair value and related compensat&trbased on the closing price of the Company’seSekicommon stock on the grant date.
For PRSUs for which the Company’s Compensation Citteenhas discretion in determining the final antoafrunits that vest, compensation
cost is remeasured at each reporting date basttatosing price of the CompamsySeries A common stock. There were nho materialais
of PRSUs outstanding during the year ended Deceihe2009.

As of December 31, 2010, there was $22 millionroegognized compensation cost, net of expectediforés, related to PRSUs, wh
is expected to be recognized over a weighted-aegragod of 2.16 years based on the Company’s muassessment of the PRSUs that will
vest, which may differ from actual results.

RSUs

RSUs vest ratably each year over periods of offieuioyears based on continuous service. As of Déeerdl1, 2010, there were
approximately 500,000 outstanding RSUs with a wieiddaverage grant price of $32.28. There was $11 millibunrecognized compensat
cost, net of expected forfeitures as of DecembeRB10, related to RSUs, which is expected to begeized over a weighted-average period
of 2.71 years.

NOTE 14. RETIREMENT SAVINGS PLANS

The Company has defined contribution and othemspvplans for the benefit of its employees thattmedain eligibility requirements.
Eligible employees may contribute a portion of thedigible compensation to the plans, which magblgiect to certain statutory limitations.
The Company pays a discretionary matching coniobysubject to plan provisions, which vest imméslia
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The Company paid discretionary matching contritngiof $13 million, $15 million, and $12 million dog 2010, 2009, and 2008,
respectively, which were recorded as a componet8eifing, general and administrative” on the Cditlded Statements of Operations.

The Company’s savings plans include a deferred emisgtion plan through which members of the Comgamgnagement team in the
U.S. may elect to defer up to 50% of their eligibtenpensation. The amounts deferred are investearious mutual funds at the direction of
the executive, which are used to finance paymetitetieferred compensation obligation. Distribusitnom the deferred compensation plan
are made upon termination or other events as $spedif the plan.

The Company has established a separate trustdatminvestments that finance the deferred congiemsobligation. The accounts of
the separate trust are included in the Companyisaalated financial statements. The values ofrilestments in the separate trust and the
deferred compensation obligation were both $55aniland $37 million as of December 31, 2010 and208spectively. The investments are
included in “Prepaid expenses and other curremtsisand the deferred compensation obligationdtuthed in “Accrued liabilities” on the
Consolidated Balance Sheets.

The values of the investments and deferred comfpiensabligation are recorded at fair value. Charigdbe fair value of the
investments are offset by changes in the fair vafube deferred compensation obligation. Changeke fair values of the investments and
deferred compensation obligation were not matéeia2010, 2009, and 2008.

NOTE 15. EXIT AND RESTRUCTURING CHARGES
Exit and restructuring charges, by reportable segnueiring 2010, 2009 and 2008 were as follows{ittions).

Year Ended December 31,

2010 2009 2008
(recast) (recast)
U.S. Networks $ 3 $ 12 $ 27
International Network 9 8 2
Education and Othe — 1 —
Corporate 2 5 2
Total exit and restructuring charg $ 14 $ 26 $ 3

Exit and restructuring charges, by major categduying 2010, 2009 and 2008 were as follows (inionk).

Year Ended December 31,

2010 2009 2008

(recast) (recast)
Contract termination cos $ 3 7
Employee relocation/terminatiol 11 21 22
Other — — 2
Total exit and restructuring charg $ 14 $ 26 $ 31
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Changes in exit and restructuring liabilities dgr010, 2009 and 2008 were as follows (in millions)

Employee
Contract Relocations/
Termination Costs Terminations Total
Liability as of January 1, 20C $ — $ 11 $ 11
Net accruals 7 22 29
Cash paic (1) (15) (16)
Liabilities as of December 31, 20 $ 6 $ 18 $ 24
Net accruals 5 21 26
Cash paic (3) (26) (29
Liabilities as of December 31, 2009 (rec: $ 8 $ 13 $ 21
Net accruals 3 11 14
Cash paic (6) (14) (20)
Liabilities as of December 31, 20 $ 5 $ 10 $ 15

Exit and restructuring charges for 2010 relatethéorealignment of the International Networks segtneost reduction initiatives in the
U.S., and the contribution of the Discovery Healgtwork to OWN. Effective January 1, 2011, the in&tional Networks reporting structure
was realigned into the following four regions: WaatEurope, which includes the U.K. and westerropean countries; Central and Eastern
Europe, Middle East and Africa, (‘CEEMEA”); Latinnderica; and Asia-Pacific. Previously, the Interoasil Networks segment reported its
operations in the following four regions: Unitednigdom (“U.K."); Europe (excluding the U.K.), MiddEeast and Africa (“EMEA”); Latin
America; and Asia-Pacific. The 2010 charges primaonsisted of severance costs associated witkliimnation of certain positions and
contract termination and other associated costs.

The exit and restructuring charges incurred dugid@9 related to realignments of portions of the §any’s operations to better align
organizational structure with its strategic pri@st the transition of the commerce business toeasing model, and cost reduction initiatives.
The realignment reflected changes to the Comparganizational structure in an effort to centralieetain functions that were previously
performed by various departments throughout the amy. Charges incurred during 2009 primarily caesi®f severance costs associated
with the elimination of certain positions and catrtermination and other associated costs.

For 2008, exit and restructuring costs primarilated to a contract termination, management chamgss reduction efforts, and the
transition of the commerce business to a licensingel. These charges reflected changes to the Guonsparganizational structure with the
Company’s new strategic priorities and to respandantinuing changes within the media industry.

As of December 31, 2010, exit and restructuringtesl accruals expected to be paid within one y#alirig $13 million were included
in “Accrued liabilities” on the Consolidated Balan8heets. The Company does not expect to incgn#isant amount of additional costs
with respect to these particular activities.

NOTE 16. INCOME TAXES
The domestic and foreign components of income ftonmtinuing operations before income taxes wer®kas (in millions).

Year Ended December 31,

2010 2009 2008

(recast) (recast)

Domestic $ 56¢ $ 744 $ 58z
Foreign 367 29t 17t
Income from continuing operations before income& $ 93t $1,03¢ $ 757
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The components of the provision for income taxeseves follows (in millions).

Year Ended December 31,

2010 2009 2008
(recast) (recast)
Current:

Federal $ 184 $ 38¢ $ 84
State and local taxe 30 41 15
Foreign 63 60 74
277 49C 17z

Deferred:
Federal 8 (15) 15¢
State and local tax¢ 5 3 24
Foreign 2 (3 2
11 (22) 18C
Provision for income taxe $ 28¢ $ 46¢ $ 358

The differences between income taxes expectedadt 1. federal statutory income tax rate of 35%taeceffective income tax rate
were as follows.

Year Ended December 31,

2010 2009 2008
(recast) (recast)

U.S. federal statutory income tax ri 35% 35% 35%
State and local income taxes, net of federal inctares 3% 2% 2%
Change in valuation allowance affecting tax expe — % (D)% (4)%
Effect of foreign operation — % — % 3%
DHC tax on equity method income from D( — % — % 12%
Domestic production activity deductio (3)% (2% ()%
Non-deductible goodwil — % 11% — %
Release of foreign tax reser (3)% — % — %
Other, ne (D)% — % — %
Effective income tax rat 31% 45% 47%

Discovery’s effective tax rate for 2010 differedrn the federal statutory rate of 35% due primanlyhe reversal of a $28 million
foreign tax reserve as a result of a foreign tahanity completing its tax audit and providing tBempany notification that certain tax years
will not be adjusted and production activity dediies, which were partially offset by state taxes.

The effective tax rate for 2009 differed from tleel€ral statutory rate of 35% due primarily to awypanent difference on the $252 milli
gain from the U.S. Discovery Kids Transaction atadesincome taxes, which were partially offset legaictions for production activities and
the release of a valuation allowance of $12 million

The effective tax rate for 2008 differed from tleeléral income tax rate of 35% primarily due to DEl@cognition of $91 million of
deferred tax expense related to its investmentGii@iuring the period prior to the completion of iscovery Formation, which was
partially offset by the release of an $18 millicauation allowance for deferred tax assets andelease of a $10 million valuation allowance
on deferred tax assets related to net operatirsggdasy-forwards. Other items affecting the 2008ative tax rate include the conversion from
deducting foreign taxes to claiming foreign taxdit® and unrecognized foreign tax positions.
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Components of deferred income tax assets anditiabilvere as follows (in millions).

As of December 31,

2010 2009
(recast)
Deferred income tax asse
Accounts receivabl $ 5 $ 7
Tax attribute carr-forward 83 70
Unrealized loss on derivatives and foreign currenagslation adjustmer 21 14
Property and equipme 23 16
Accrued liabilities and othe 14¢ 14¢
Total deferred income tax ass 28C 25€
Valuation allowanct (13) (22)
Net deferred income tax ass 267 234
Deferred income tax liabilitie:
Intangible asset (147 (122
Content rights (1893 (17¢)
Unrealized gain on investmer (38) (15)
Equity method investmel (78) (77
Notes receivabl (20 (22)
Other (24) (18)
Total deferred income tax liabilitie (490 (437)
Net deferred income tax liabilitie $(227) $(199)

The Company'’s deferred income tax assets anditiabilvere reported on the Consolidated BalancetShas follows (in millions).

As of
December 31,
2010 2009
(recast;
Deferred income tax asse $ 81 $ 71
Deferred income tax liabilitie (304) (26¢)
Net deferred income tax liabilitie $(229) $(197)

As of December 31, 2010, the Company has federttipg and capital loss carry-forwards of $81 iamillthat begin to expire in 2022,
foreign tax credit carry-forwards of $47 milliorathbegin to expire at the end of 2017, and sta¢eating loss carry-forwards of $248 million
in various state jurisdictions that begin to exp@ité¢he end of 2012. The deferred tax asset retatdte state operating loss carry-forwards of
$8 million is subject to a valuation allowance 8fiillion. The use of the federal operating lossycéorwards are subject to annual
limitations.
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A reconciliation of the beginning and ending amsuritunrecognized tax benefits (without relate@riest amounts) is as follows (in
millions).

Year Ended December 31,

2010 2009 2008
(recast] (recast,
Beginning balanc $ 71 $ 74 $—
Discovery Formatiol — — 89
Additions based on tax positions related to theeniryeal 10 2 1
Additions for tax positions of prior yea 3 2 10
Reductions for tax positions of prior ye:i — (6) 8
Settlement: (26) D (12)
Reductions as result of statute la — (D) —
Additions for foreign currency exchange ra 5 1 )
Ending balanc: $ 63 $ 71 $ 74

As of December 31, 2009, the Company’s unrecogriaethenefit (excluding related interest expensay %71 million. The balance
decreased by $8 million (excluding related inteeagtense) during the year ended December 31, 20863 million. The reduction for tax
positions of prior years was primarily a resula$ettlement of prior year foreign tax reserveaiftyy increase in U.S. and foreign tax rese

The balances as of December 31, 2010, 2009 andigé@led $42 million, $53 million and $49 milliorespectively, of unrecognized
tax benefits, that if recognized, would reduce ioaome tax expense and effective tax rate afteéngieffect to interest deductions and
offsetting benefits from other tax jurisdictions.

Discovery and its subsidiaries file U.S. federtdtes, and foreign income tax returns. We have tcbeen notified by the Internal
Revenue Service (“IRSthat our 2009 and 2008 consolidated federal inctameeturns will be examined. With few exceptiothe Compan'
is no longer subject to audit by the IRS, stateatathorities, or foreign tax authorities for yeprior to 2006. Certain of the Company’s
subsidiaries are currently under examination fer2B06 tax year. The Company does not expect gnjfisant adjustments.

It is reasonably possible that the total amountroEcognized tax benefits related to tax positmmdd decrease by as much as $18
million within the next twelve months as a resulsettlement of audit issues and/or payment of tiatetax liabilities. Included in the
balance at December 31, 2010 are $7 million opwsitions for which the ultimate deductibility igghly certain but for which there is
uncertainty about the timing of such deductibilBecause of the impact of deferred tax accounttitgr than interest and penalties, the
disallowance of the shorter deductibility periodulbnot affect the annual effective tax rate butiidcaccelerate the payment of cash to the
taxing authority to an earlier period.

The Company'’s policy is to classify tax interestl genalties related to unrecognized tax benefitavaexpense. As of December 31,
2010, 2009 and 2008, the Company had accrued appately $6 million, $9 million and $8 million, resptively, of total interest payable
related to uncertain tax positions, respectively.
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NOTE 17. NET INCOME PER SHARE AVAILABLE TO DISCOVER Y COMMUNICATIONS, INC. STOCKHOLDERS

The following table presents a reconciliation afame and weighted average number of shares ouitstabeltween basic and diluted
income per share (in millions, except per sharelwans).

Year Ended December 31,

2010 2009 2008
(recast) (recast,
Numerator:
Income from continuing operations, net of ta $647 $ 57C $ 404
Less:
Net income attributable to noncontrolling intere (16) (15 (127)
Stock dividends to preferred intere (1) (8) —
Income from continuing operations available to
Discovery Communications, Inc. stockhold 63C 547 271
Income (loss) from discontinued operations avaddbl
Discovery Communications, Inc. stockhold 22 (6) 40
Net income available to Discovery Communications, ktockholder $ 652 $ 541 $ 317
Denominator:
Weighted average shares outstan— basic 42F 427 321
Dilutive effect of equity award 4 2 1
Weighted average shares outstan— diluted 42¢ 42¢ 322
Income (Loss) Per Share
Income per share from continuing operations avhsl&in
Discovery Communications, Inc. stockholde
Basic $1.4¢ $1.2¢ $0.8¢€
Diluted $1.47 $1.2¢ $0.8¢
Income (loss) per share from discontinued operatamailable to
Discovery Communications, Inc. stockholde
Basic $0.0¢ $(0.07) $0.12
Diluted $0.0¢ $(0.01) $0.12
Net income per share available to Discovery Comugatiuns, Inc. stockholder
Basic $1.5¢ $ 1.2¢ $0.9¢
Diluted $1.52 $1.27 $0.9¢

Income per share amounts may not foot since eaxdidslated independently.

The weighted average number of shares for 201® 266 2008 include Discovery’s outstanding SerieSdties B and Series C
common shares, as well as Discovery’s outstandargeSA and Series C convertible preferred shaiseries of the Company’s common
and preferred shares are included in the weightethge number of shares outstanding when calcglatith basic and diluted income per
share as the holder of each common and preferrags $egally participates equally in any per shdistributions.

Diluted income per share adjusts basic income Iparesfor the dilutive effect of outstanding stogkions, stock settled SARs and RS
that are either fully vested or vest based onlgenvice conditions, using the treasury stock metfibé Company has also granted PRSUs
that vest based on both service and the Compankis\@ment of operating performance targets. Fdopaance-based instruments, diluted
income per share also adjusts basic income pee $biathe number of common shares for which théoperance targets have been achieved
when the effect is dilutive and excludes such umagnts when the performance targets have not hdéevad.
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Diluted income per share for 2010 excluded thrdéanistock options because their inclusion woukdyd been antililutive, one millior
PRSUs because the performance targets have notbkEved, and one million contingently issuabkfgmred shares for which specific
criteria have not been met. Diluted income pereifiar 2009 excluded two million anti-dilutive stooktions and one million contingently
preferred shares because specific criteria haveasrt met. Diluted income per share for 2008 exarludne million anti-dilutive stock
options.

NOTE 18. SUPPLEMENTAL DISCLOSURES
Valuation and Qualifying Accounts
Changes in valuation and qualifying accounts coedisf the following (in millions).

Beginning
End
of Year Additions Write -offs Utilization Other of Year
2010:
Allowance for doubtful accoun $ 15 $ 3 $ (6 $ — $ 1 $ 13
Deferred tax valuation allowan: 22 3 9 3 — 13
2009:
Allowance for doubtful accoun 16 4 (6) — 1 15
Deferred tax valuation allowan: 32 1 — 11 — 22
2008:
Allowance for doubtful accoun 18 6 4 — 4) 16
Deferred tax valuation allowan: 44 22 3 (32) — 32

Other changes in the above table primarily incligteign currency translation adjustments.

Prepaid Expenses and Other Current Assets
Prepaid expenses and other current assets considteslfollowing (in millions).

As of December 31,

2010 2009

(recast;
Tax receivable $ 11€ $ 9
Other 10¢ 81
Total prepaid expenses and other current a $ 22t $ 90
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Accrued Liabilities
Accrued liabilities consisted of the following (millions).

As of December 31,

2010 2009

(recast)

Accrued payroll and related bene $ 214 $ 191
Content rights payab 55 50
Accrued income taxe 29 38
Accrued interes 26 25
Accrued othe 69 79
Total accrued liabilitie: $ 39z $ 382

Other (Expense) Income, Net
Other (expense) income, net consisted of the fatigWin millions).

Year Ended December 31,

2010 2009 2008

(recast) (recast,

Unrealized gains (losses) on derivative instrumeres $ 13 $ 26 $ (22)

Realized losses on derivative instruments, (42 (6) 9)

Loss from equity investet (57) (24) (65)
Realized gains on sales of investments (Not — 15 —

Reduction of liability to former owners of a wholdwned subsidiary

(Note 6) — — 47

Other, ne’ — 2 (2

Total other (expense) income, | $(86) $ 13 $ (1)

NOTE 19. RELATED PARTY TRANSACTIONS
The following is a description of companies that eonsidered related parties as a result of condirentorship and ownership.

DIRECTV, Liberty Global, Inc., Liberty Media Corpor ation, and Ascent Media Corporation

The Company’s Board of Directors includes two merslveho served as directors of DIRECTV through Ju§e2010, including John
C. Malone, the former Chairman of the Board of DGRE/. Dr. Malone beneficially owned DIRECTV ClasscBmmon stock representing
approximately 24% of the aggregate voting powddIBRECTV. Effective June 16, 2010, Dr. Malone corigdrhis Class B common stock
into DIRECTV Class A common stock, which reducesl\ating interest to 3% of DIRECTV and Dr. Malonelghe other member of the
Company’s Board of Directors who served as a DIREdirector resigned from the DIRECTV Board.

Transactions with DIRECTV through June 16, 2010ehb@en reported as related party transactionsctisféewith the conversion of
Dr. Malone’s DIRECTV stock and Dr. Malone and thieey member resigning from the DIRECTV board, teamions with DIRECTV after
June 16, 2010 are not reported as related parigdcdions. Revenues from transactions with DIRE@Eve $104 million, or 3% of total
revenues, $208 million, or 6% of total revenues] $h65 million, or 5% of total revenues, for 202009 and 2008, respectively. Expenses
from transactions with DIRECTV were not significdat 2010, 2009 and 2008. The Company’s DecembgP@19 “Receivables, net”
balances included $42 million due from DIRECTV.

Discovery’s Board also includes three members vemeesas directors of Liberty Global, Inc. (“Libe®iobal”), including Dr. Malone,
who is Chairman of the Board of Liberty Global, ahcee persons who are currently directors of Ltipbtedia Corporation (“Liberty
Media”), also including Dr. Malone, the Chairmantloé Board of Liberty Media. Dr. Malone beneficyall
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owns shares representing approximately 42% ofglgesgate voting power of Liberty Global and alsoddeially owns shares of Liberty
Media representing approximately 34% of the aggeegating power of its outstanding stock.

Revenues from transactions with both Liberty Gladrad Liberty Media totaled $31 million, or 1% ofabrevenues, $30 million, or 1%
of total revenues, and $24 million, or 1% of ta&lenues, for 2010, 2009 and 2008, respectivelgekses from transactions with both
Liberty Global and Liberty Media for 2010, 2009 &2@D8 were not significant. The Company’s “Recelgabnet” balances included
insignificant amounts due from both Liberty Glolhald Liberty Media as of December 31, 2010 and 2009.

Effective January 25, 2010, Dr. Malone joined tlmaRl of Directors of Ascent Media Corporation (“AMCDr. Malone owns 1% of
AMC'’s Series A common stock and 85% of AMC’s SeiBesommon stock, effectively providing him votinguaty securities representing
approximately 30% of the voting power with respecthe general election of directors.

Transactions with AMC on and subsequent to Jan28y2010 have been reported as related party thosa as a result of Dr. Malone
joining AMC's board. Operating expenses from transactions AMIC were $41 million, or 2% of total operating expses, for 2010.
Revenues from transactions with AMC for 2010 westsignificant. During the third quarter, the Compaeceived a refund from the IRS,
which eliminated a $12 million obligation to AMCh& benefit was recorded as a component of disagedioperations (Note 3).
Additionally, the Company acquired the London ubliacility from a subsidiary of AMC for $35 millioon February 17, 2010 (Note 3).

Dr. Malone serves as a director on Discovery’s B@and owns shares representing approximately 23¥teciggregate voting power
(other than with respect to the election of the wmwn stock directors) of Discovery’s outstandingcktdr. Malone controls approximately
31% of the Company’s aggregate voting power raiatinthe election of the eight common stock diresstassuming that the preferred stock
held by Advance/Newhouse Programming Partnerstsmpbabeen converted into shares of Discovery’smaomstock.

As a result of this common directorship and ownigrshansactions with Liberty Global, Liberty Mediad AMC and their subsidiaries
and equity method investees have been conside@ddearty transactions, and with DIRECTV throdgime 2010. The majority of the
amounts received under contractual arrangementsIVRECTYV, Liberty Global and Liberty Media entiieelate to multi-year network
distribution arrangements and network services eRegs under these arrangements include annuahcat@ses and are based on the numbel
of subscribers receiving the related programmingCAprovides services, such as satellite uplinktesys integration, origination and
postproduction to Discovery.

Advance/Newhouse Preferred Stock Repurchase

On December 13, 2010, the Company repurchasedxapyately 13.73 million shares of its Series C catibée preferred stock from
Advance/Newhouse for an aggregate purchase prigbQsf million.

Other Related Parties

Other related parties primarily include unconsdhdbinvestees accounted for using the equity methatliding unconsolidated VIEs
described in Note 4. The Company provides equitthotkinvestees with content, funding or serviceshsas distribution, licensing, sales and
administrative support. Revenues from transactiaitts the Company’s other related parties were $8Bom, or 2% of total revenues, $28
million, or 1% of total revenues, and $44 milli@am,1% of total revenues, for 2010, 2009 and 2068§pectively. Expenses from transactions
with the Company’s other related parties were $ilBom, or approximately 1% of total operating exises, approximately zero, and $56
million, or 2% of total operating expenses for 202009, and 2008, respectively. The Company’s “Rextdes, net” balances include $9
million due from the Company’s other related partis of December 31, 2010. As of December 31, 2089Company’s “Receivables, net”
balances included insignificant amounts due froem@lompany’s other related parties. The CompanythéOnoncurrent assetbalance as ¢
December 31, 2010 included $52 million for the gigug value of note receivable, net of losses alEbflom an equity method investee. The
Company'’s “Other current liabilities” balance asdEcember 31, 2010 and 2009 included insignifieanbunts due to equity investees.
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NOTE 20. COMMITMENTS AND CONTINGENCIES
Contractual Commitments

As of December 31, 2010, our significant contralct@anmitments, including related payments due hyope were as follows (in
millions).

Year Ending December 31,

Leases
Operating Capital Content Other Total
2011 $ 58 $ 35 $ 31¢ $ 177 $ 58¢
2012 58 24 45 11¢ 24¢€
2013 45 18 33 10z 19¢
2014 56 15 28 46 14~
2015 30 14 — 34 78
Thereafte 92 53 — 19¢ 344
Total minimum payment 34C 15¢ 42¢F 67€ 1,60(
Less amounts representing intel — 34 — — 34
Total $ 34C $ 12t $ 42t $ 67€ $ 1,56¢

The Company enters into muitear lease arrangements for transponders, off@eesstudio facilities, and other equipment. Meask:
are not cancelable prior to their expiration.

Content purchase obligations include obligationscfmtracts with certain third-party producerstfue production of programming that
airs the Companyg' on our television networks. Production contrgetserally require the Company to purchase a spédaifumber of episod
of the program. Content purchase obligations alstude program licenses that typically require pagta over the terms of the licenses.
Licensed programming includes both programs theg¢ feeen delivered and are available for airing@nograms that have not yet been
produced. If the programs are not produced, thegamyis commitments would generally expire withobligation.

Other purchase obligations include multi-year agrests with certain vendors and suppliers for thelpase of goods and services
whereby the underlying agreements are enforcelggally binding and specify all significant tern&gnificant purchase obligations include
transmission services, television rating servioeketing research, employment contracts, equipmathases, and information technology
and other services. These contracts typically daeguire the purchase of fixed or minimum quaesitand generally may be terminated with
a 30 day to 60 day advance notice without penalty.

In addition to the amounts in the above table Gbenpany is committed to fund up to $234 milliorcttain ventures, of which $165
million had been funded through December 31, 20%f@rmation regarding certain of the Company’s fungdcommitments is set forth in
Note 4.

Guarantees

The Company has guaranteed a certain level of tipgnaerformance for The Hub venture, which is i@tliover time as performance
criteria are achieved. As of December 31, 2010ré¢hgining maximum exposure to loss under thisgperdnce guarantee was below $210
million. Information regarding the Company’s guaesmnis set forth in Note 4.

Legal Matters

In the normal course of business, the Company éadipg claims and legal proceedings. It is the iopiof the Company’s
management, based on information available atithis, that none of the current claims and procegsdiill have a material adverse effect
the Company’s consolidated financial position, Hessof operations or cash flows.

105



Table of Contents

NOTE 21. REPORTABLE SEGMENTS

In 2010, the Company realigned its commerce busjnesich sells and licenses Discovery branded naedise, from the Commerce,
Education and Other segment into the U.S. Netwsekgnent in order to better align the managemetiteo€ompany’s online operations. In
connection with this realignment, the Commerce,dation and Other segment was renamed the Educatmi®ther segment. The 2009 and
2008 financial information has been recast to ottllee realignment. Accordingly, the results of gie®ns of the commerce business are
included as a component of the U.S. Networks segfoell periods presented.

The Company’s reportable segments are determinggten (i) financial information reviewed by theeffoperating decision maker
(“CODM"), the Chief Executive Officer, (ii) interhananagement and related reporting structure andh@ basis upon which the CODM
makes resource allocation decisions.

The accounting policies of the reportable segmargshe same as the Company’s, except that cémtainsegment transactions that are
eliminated at the consolidated level are not elatéd at the segment level as they are treatedasiynib third-party sales transactions in
determining segment performance. Inter-segmensactions, which primarily include the purchase dfeatising and content between
segments, were not significant for the periodsqamted.

The Company evaluates the operating performanite segments based on financial measures suclvasues and adjusted operating
income before depreciation and amortization (“AtkdsOIBDA"). Adjusted OIBDA is defined as revenuess costs of revenues and selling,
general and administrative expenses excludingndidk-to-market stock-based compensation, (ii) dapt®n and amortization,

(iii) amortization of deferred launch incentiveis) exit and restructuring charges, (v) certain anment charges and (vi) gains (losses) on
business and asset dispositions. The Company hisaséasure to assess the operating results afatrpance of its segments, perform
analytical comparisons, identify strategies to ioyer performance and allocate resources to eachesggithe Company believes Adjusted
OIBDA is relevant to investors because it allowsnthto analyze the operating performance of eacmergusing the same metric
management uses and also provides investors a medasanalyze the operating performance of eacimergagainst historical data. The
Company excludes mark-to-market stock-based conagiens exit and restructuring charges, certain inmpent charges and gains (losses) on
business and asset dispositions from the calculafi®\djusted OIBDA due to their volatility or naiecurring nature. The Company also
excludes depreciation of fixed assets and amoidizaif intangible assets and deferred launch ingestas these amounts do not represent
cash payments in the current reporting period. stejdi OIBDA should be considered in addition to, fita substitute for, operating income,
net income, cash flows provided by operating ati¢isiand other measures of financial performangerted in accordance with GAAP.

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

Revenues by Segment

Year Ended December 31,

2010 2009 2008

(recast) (recast)
U.S. Networks $2,36: $2,17(C $2,11¢
International Network 1,251 1,131 1,097
Education and Othe 152 14¢ 14:
Corporate and int-segment elimination 6 9 27
Total revenue $3,77: $3,45¢ $3,38:

Adjusted OIBDA by Segment

Year Ended December 31,

2010 2009 2008

(recast) (recast)
U.S. Networks $1,36¢ $1,22¢ $1,11¢
International Network 54k 44F 382
Education and Othe 15 16 12
Corporate and int-segment elimination (22€) (204) (207)
Total Adjusted OIBDA $1,69¢ $1,48¢ $1,311
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Reconciliation of Total Adjusted OIBDA to Total Operating Income

Total Adjusted OIBDA

Amortization of deferred launch incentiv
Mark-to-market stoc-based compensatic

Depreciation and amortizatic
Restructuring and impairment char
Gains on disposition

Total operating incom

Total Assets by Segment

U.S. Networks
International Network
Education and Othe
Corporate

Total asset

Year Ended December 31,

2010

2009 2008

(recast) (recast)

$1,69¢ $1,48¢ $1,311

(42)
(142)
(130)

(29

(55) (75)
(208) 69
(152) (180)

(52) (61)

252 —

$1,36( $1,27¢ $1,064

As of December 31,

2010 2009
(recast)
$ 2,21¢ $ 2,07¢
1,123 1,157
74 97
7,60( 7,62(
$11,01¢ $10,95:

Total assets allocated to “Corporate” in the ab@abde includes the Company’s goodwill balance adfittancial reports reviewed by the
Company’s CODM do not include an allocation of geitto each reportable segment. Goodwill by repblé segment is disclosed in Note

Capital Expenditures by Segment

U.S. Networks
International Network
Education and Othe
Corporate

Total capital expenditure

Year Ended December 31,

2010 2009 2008
(recast] (recast]
$ 5 $ 7 $ 20
16 15 17
4 4 2
24 27 26
$ 49 $ 53 $ 65

Capital expenditures for 2009 and 2008 exclude geyaof $2 million and $37 million, respectivelgr discontinued operations.
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Revenues by Country

Year Ended December 31,

2010 2009 2008
(recast) (recast)
U.S. $2,50¢ $2,29i $2,27¢
Non-U.S. 1,26¢ 1,161 1,10
Total revenue $3,77: $3,45¢ $3,38¢

Distribution and advertising revenues are attridutecountry based on the location of the Companigwers. Other revenues are
attributed to country based on customer location.

Property and Equipment by Country

As of December 31,

2010 2009

(recast)
U.S. $ 244 $ 29¢
Non-U.S. 15E 112
Total property and equipment, r $ 39¢ $ 40¢

Property and equipment allocated to country basetthe® Company’s country of domicile and locatiorae$et.
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NOTE 22. SELECTED QUARTERLY FINANCIAL DATA (UNAUDIT ED)
Selected quarterly financial data, by quarter @10 and 2009 were as follows (in millions).

Quarter Ended

March 31, June 30 September 3C December 31
2010DE@E)E)©
Revenue: $ 86¢ $ 967 $ 92¢ $ 1,01t
Costs of revenues, excluding depreciation and anadidn $ 267 $ 254 $ 261 $ 291
Operating incomi $ 282 $ 37z $ 31z $ 394
Income from continuing operations, net of ta $ 178 $ 11C $ 164 $ 20C
Income from discontinued operations, net of te — — 25 (3)
Net income 178 11C 18¢ 197
Less net income attributable to noncontrolling iesgs 4 (3 (3 (6)
Net income attributable to Discovery Communicatjdns. 16¢ 107 18¢€ 191
Stock dividends to preferred intere — (1) — —
Net income available to Discovery Communications, ktockholder $ 16¢€ $ 10€ $ 18€ $ 191
Income per share from continuing operations avhslai Discovery
Communications, Inc. stockholde
Basic $ 0.4C $ 0.2F $ 0.3¢ $ 0.4¢€
Diluted $ 0.3¢ $ 0.2F $ 0.37 $ 0.4f
Income (loss) per share from discontinued operatavailable to Discoven
Communications, Inc. stockholde
Basic $ — $ — $ 0.0¢€ $ (0.00
Diluted $ — $ — $ 0.0€ $ (0.00
Net income per share available to Discovery Comgatiuns, Inc
stockholders
Basic $ 0.4C $ 0.2F $ 0.44 $ 0.4f
Diluted $ 0.3¢ $ 0.2F $ 0.4: $ 0.4t
Weighted average shares outstand
Basic 42k 42€ 42€ 422
Diluted 42¢ 431 431 42¢
2009 (recastyhEME©)10)(11
Revenue! $ 80¢ $ 86E $ 837 $ 95C
Costs of revenues, excluding depreciation and anaidn $ 24¢ $ 251 $ 251 $ 29z
Operating incom: $ 251 $ 497 $ 221 $ 30¢
Income from continuing operations, net of ta $ 12t $ 182 $ 102 $ 16(
(Loss) income from discontinued operations, nearés 2 2) 1 4)
Net income 128 181 104 15€
Less net income attributable to noncontrolling iegts 4 2 4) )
Net income attributable to Discovery Communicatjdns. 11¢ 17¢ 10C 151
Stock dividends to preferred intere — (2 (6) —
Net income available to Discovery Communications, ktockholder $ 11¢ $ 177 $ 94 $ 151
Income per share from continuing operations avkilai Discovery
Communications, Inc. stockholde
Basic $ 0.2¢ $ 0.4 $ 0.27 $ 0.3¢€
Diluted $ 0.2¢ $ 0.42 $ 0.27 $ 0.3¢€
Loss per share from discontinued operations aVail@bDiscovery
Communications, Inc. stockholde
Basic $ — $ — $ — $ (0.09
Diluted $ — $ — $ — $ (0.00
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Quarter Ended

March 31, June 30 September 3C December 31
Net income per share available to Discovery Comugatitns, Inc
stockholders
Basic $ 0.2¢ $ 0.4z $ 0.22 $ 0.3¢€
Diluted $ 0.2¢ $ 0.42 $ 0.22 $ 0.3t
Weighted average shares outstand
Basic 422 422 424 42F
Diluted 422 424 427 42¢

Income per share amounts for the quarters angdalls have each been calculated separately. Aogbydincome per share amounts
for a particular quarter may not foot. Additionalfyuarterly amounts may not add to the annual amsdaecause of differences in the
average common shares outstanding during eachdpemis, with regard to diluted per common share amsoonly, because of the
inclusion of the effect of potentially dilutive setties only in the periods in which such effectuMbhave been dilutive

The results of operations for the quarter endedcad, 2010 include a $28 million reversal of fgretax reserves, $4 million of losses
on interest rate swaps, and $3 million of exit eggtructuring charge

The results of operations for the quarter ende@ 3 2010 include a $136 million loss on extingoient of debt and $23 million of
losses on interest rate swa

The results of operations for the quarter endede®aper 30, 2010 include a $12 million reversal tdapayable related to discontinued
operations, an $11 million pretax noncash impairtncbarge related to goodwill, and $4 million ofteamnd restructuring charges.
Additionally, the Company repurchased 1.12 millgtrares of its Series C common stc

On September 1, 2010, the Company sold its Antéuako business for net cash proceeds of $24 milkamich resulted in a $9 millic
gain, net of taxes. The Company previously repcat&d2 million gain, net of taxes, in its result®perations for the quarter ended
September 30, 2010. However, during the quarteeemkecember 31, 2010 the Company recorded an adjnsto a deferred tax asset,
which reduced the gain by $3 million. The operatiegults of Antenna Audio have been reported aodimued operations for all
periods prior to September 1, 2010. Certain qusgrferancial data in the above table for the quarended March 31, 2010 and 2009
vary from the amounts previously reported on theu@ly Report on Form 10-Q for the quarterly perimded March 31, 2010 due to
subsequent presentation of Antenna Audio as disaged operations

The results of operations for the quarter endedcebBser 31, 2010 include $7 million of exit and resturing charges. Additionally, the
Company repurchased 1.87 million shares of itseSeti common stock and 13.73 million shares ofétseS C convertible preferred
stock.

The results of operations for the quarter endedcMad, 2009 include $3 million of exit and resturaig charges

The results of operations for the quarter ende@ B 2009 include $26 million of pretax noncaspaimment charges related to
intangible assets and software, $13 million of gain the sale of investments, a $12 million reverta tax valuation allowance, and
million of exit and restructuring charge

On May 22, 2009, the Company sold a 50% interestari).S. Discovery Kids network to Hasbro. Botlittiga then contributed their
interests in the U.S. Discovery Kids network toeavty formed venture. The Company recognized a prgéén of $252 million in
connection with this transaction. As the Compamyticnies to be involved in the operations of thetwemsubsequent to its formation,
the results of operations of the U.S. Discoverysigtwork have not been presented as discontinuerdtions. Therefore, the
Company’s results of operations for periods priokay 22, 2009 include the gross revenues and egsent the U.S. Discovery Kids
network. For periods subsequent to May 22, 206®bmpany’s results of operations include onlypitsportionate share of the U.S.
Discovery Kids network net operating results urtierequity method of accountir

The results of operations for the quarter endedeBaper 30, 2009 include $2 million of exit and resturing charges

The results of operations for the quarter endedceBrser 31, 2009 include $12 million of exit and mesturing charges and $2 million
gains on the sale of investmer

(@)
(©)

4)

(©)

(6)

©)
®)

©)

(10)
(11)

NOTE 23. SUBSEQUENT EVENTS

On January 1, 2011, the Company contributed thedvary Health network to OWN, including affiliatelationships with cable
operators and DTH satellite service providers, eonlicenses and website user information. Theritnrtton did not impact the Company’s
ownership interest, voting control, or governarigats. The Company will record the contributiorfait value as an increase to its equity
investment in OWN. The Company may recognize aneenring gain or loss during the quarter endingdia81, 2011 for the difference
between the fair values and book values of itsmethinterests in the contributed assets. As ofithe of filing this Annual Report on
Form 10-K, the determination of the fair value lod tontributed assets has not been completed.
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Beginning January 1, 2011, any future net lossesmgeéed by OWN will be allocated to both venturgmers based on their
proportionate ownership interests, which were 5@&0anuary 1, 2011. Previously, the Company rezedri00% of OWN'’s net losses.
Any future net income generated by OWN will initljabe allocated 100% to the Company up to the arnofinet losses previously
recognized by the Company prior to the contributifter the Company has recouped its losses, aogssnet income will be allocated to
both venture partners based on their proportiooatgership interests.

NOTE 24. CONDENSED CONSOLIDATING FINANCIAL INFORMAT ION

DCL has issued public senior notes pursuant togisiRation Statement on Form S-3 filed with the SE#CJune 17, 2009 (the “Shelf
Registration”). The Company fully and unconditidpgjuarantees the senior notes issued by DCL. DidDiscovery Communications
Holding, LLC (“DCH”) may in the future issue additial securities that are fully and unconditionglharanteed by the Company under the
Shelf Registration. Accordingly, set forth belonc@ndensed consolidating financial information premg the financial position, results of
operations and cash flows of (i) the Company,QL, (iii) DCH, (iv) non-guarantor subsidiaries BCL on a combined basis, (v) other non-
guarantor subsidiaries of the Company on a comhbiasts and (vi) the eliminations and reclassifaatinecessary to arrive at the financial
information for the Company on a consolidated basis

DCL and the non-guarantor subsidiaries of DCL heegtrimary operating subsidiaries of the ComparyLB primary operations are
the Discovery Channel and TLC in the U.S. The noargntor subsidiaries of DCL include the Animalrfefachannel and most of the other
U.S. networks, the international networks, the etioo businesses and most of the Company’s welmig®ther digital media businesses.

The non-guarantor subsidiaries of DCL are whollysed subsidiaries of DCL with the exception of certeentures and other equity
method investments. DCL is a wholly-owned subsid@&rDCH. The Company wholly owns DCH through al33% direct ownership
interest and a 66 2/3% ownership interest througied¥ery Holding Company (“DHC”). DHC is included @ther non-guarantor subsidiaries
of the Company.

The supplemental condensed consolidating finamtiaimation should be read in conjunction with dumsolidated financial statemel
of the Company.

As of December 31, 2010 and 2009, the cash andezpshalents of the non-guarantor subsidiaries ©f.Ihcluded $12 million and
$40 million, respectively, of cash related to cditkded ventures that is only available for useh®y ventures.

In accordance with the rules and regulations of3BE, the equity method has been applied to (iCi@pany’s interest in DCH and
other non-guarantor subsidiaries, (i) DCH’s ingtri@a DCL and (iii) DCL’s interest in non-guaransubsidiaries. Intecompany accounts a
transactions have been eliminated. The Compangssia all subsidiaries, including goodwill andageized intangible assets, have been
“pushed-down” to the applicable subsidiaries.
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Discovery
Communications
Inc.

CONDENSED CONSOLIDATING BALANCE SHEET
December 31, 2010
(in millions)

Discovery
Communications
Holding, LLC

Discovery
Communications
LLC

Non-Guarantor
Subsidiaries of
Discovery
Communications
LLC

Other Non-
Guarantor
Subsidiaries of
Discovery
Communications
Inc.

Reclassification:
and
Eliminations

Discovery
Communications
Inc. and
Subsidiaries

ASSETS
Current asset:
Cash and
cash
equivaler $ —
Receivable:
net —
Content
rights,
net —
Prepaid
expenses
and othe
current
asset: 10¢

10%

47¢€

75

89

13

@

$ 46€

88C

83

30¢€

Total current
asset: 10¢

Investment in and
advances to

subsidiaries 8,53(

Noncurrenti

content rights,

net —
Goodwill —
Other noncurrent

assets —

6,091

12

87¢

4,12¢

557

3,87¢

87z

738

68¢€
2,55¢

72€

18

6,48¢

@

(25,23

12

1,73¢

1,24¢
6,43¢

1,60¢

Total asset $ 8,63¢

$ 6,10¢

$ 10,30;

$ 4,70t

$ 6,50¢

$  (25,24)

$ 11,01¢

LIABILITIES
AND
EQUITY
Current liabilities
Accounts
payable
and
accrued
liabilities
Current
portion
of long-
term deb —
Other
current
liabilities —

$ 21¢

121

$ 26C

$ @

$ 48C

20

28¢

Total current

liabilities —
Long-term debi —
Other noncurrent

liabilities —
Inter-company

contributions
and advances

345
3,51¢

36C

43¢
85

47

1)

(12)

78E
3,59¢

402



between
Discovery
Communicatia
Inc. and
subsidiaries

Equity (deficit)
attributable to
Discovery
Communication:
Inc.

Equity and
advances
attributable to
Discovery
Communicatia
Inc.

Noncontrolling
interests

Total equity

Total liabilities
and equity

2,41¢ 1,771 (57) 4,70z 1,14¢ (9,979) —
6,22¢ 4,32¢ 6,14¢ (565) 5,35: (15,269 6,22"
8,63¢ 6,10¢ 6,091 4,137 6,49" (25,247) 6,22"
— — — — — 8 8
8,63¢ 6,10¢ 6,091 4,137 6,49" (25,23 6,23¢
$ 8,63¢ 6,10¢ 10,30’ 4,70¢ 6,50¢ $ (2524) $  11,01¢
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ASSETS
Current asset:
Cash and
cash
equivalel
Receivable:
net
Content
rights,
net
Prepaid
expenses
and othe
current
asset:
Total current
assets

Investment in and
advances to
subsidiaries

Noncurrenti
content rights,
net

Goodwill
Other noncurrent
asset:

Total asset

CONDENSED CONSOLIDATING BALANCE SHEET
December 31, 2009
(in millions)
(recast)

LIABILITIES AND EQUITY

Current liabilities
Accounts
payable
and
accrued
liabilities
Current
portion
of long-
term deb
Other
current
liabilities
Total current
liabilities
Long-term debi
Other noncurrent
liabilities
Redeemable
noncontrolling
interests

Other Non-
Non-Guarantor Guarantor
Subsidiaries of Subsidiaries of Discovery

Discovery Discovery Discovery Discovery Discovery Reclassification: Communications

Communications Communications Communications Communications Communications and Inc. and

Inc. Holding, LLC LLC LLC Inc. Eliminations Subsidiaries
$ — $ — $ 47¢  $ 144 % 3 % — $ 623
— — 371 431 14 (4) 812
— — 15 60 — — 75
1 — 10C 60 — — 161
1 — 962 69t 17 (4) 1,671
8,63t 8,13¢ 4,062 — 6,552 (27,385 —

— — 541 674 — (8) 1,207
— — 3,87¢ 2,54¢ 11 — 6,43:
— 42 90¢ 75E 7 (72) 1,641
$ 8,63 % 8,18C $ 10,35( % 467C $ 6,587 $ (27,469 $ 10,95:
$ 23 % 4 % 206 % 22C % 5 % 12 $ 44¢
— 20 5 13 — — 38
— 21 10€ 17C — — 29¢
23 45 31¢ 40z 5 (12 782
— 1,92¢ 1,46( 69 — — 3,451
— 1 438 64 17 (72 443
— — — 49 — — 49



Inter-company
contributions
and advances
between
Discovery
Communication:
Inc. and
subsidiaries

Equity (deficit)
attributable to
Discovery
Communicatic
Inc.

Equity and
advances
attributable to
Discovery
Communication:
Inc.

Noncontrolling
interests

Total equity

Total liabilities
and equity

2,41¢ 2,53¢ 2,70¢ 4,97( 1,64¢ (14,26 —
6,197 3,67 5,43: (899) 4,921 (13,139 6,197
8,611 6,20¢ 8,13¢ 4,071 6,56¢ (27,400 6,197
— — — 8 — 15 23
8,611 6,20¢ 8,13¢ 4,08F 6,56¢ (27,389 6,22(
8,63 8,18( 10,35( 4,67( 6587 $ (27,469 $ 10,95
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Discovery
Communications
Inc.

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS

For the Year Ended December 31, 2010
(in millions)

Discovery
Communications
Holding, LLC

Discovery
Communications
LLC

Non-Guarantor
Subsidiaries of
Discovery
Communications
LLC

Other Non-
Guarantor
Subsidiaries of
Discovery
Communications
Inc.

Reclassification:
and
Eliminations

Discovery
Communications
Inc. and
Subsidiaries

Revenue! $ —

$ —

$ 1,63¢

$ 2,07¢

$ 67

$ (8)

$ 3,77

Cost of revenue

excluding

depreciation

and

amortization

listed below —
Selling, general

and

administrative 11
Depreciation ani

amortizatior —
Restructuring

and

impairment

charges —

364

39C

39

65¢€

774

89

11

60

11

11

(")

@

1,07:

1,18¢

13C

25

11

79€

1,53(

84

)

2,41:

Operating

(loss) income (11)

Equity in
earnings of
subsidiaries

Interest expense
net —

Loss on
extinguishmer
of debt —

Other (expense)
income, ne —

661

725

(49)

(20)
32

84C

382

(149

(116)

(59

54¢

(6)

7

441

(2,209)

1,36(

(209)

(136)
(86)

Income from
continuing
operations
before incom

taxes 65C

Benefit from
(provision for'
income taxe! 3

62t

37

89¢

(179

(159)

424

(2,209)

93t

(28¢)

Income from
continuing
operations,
net of taxes

Income from
discontinued
operations,
net of taxes —

658

71¢

394

42¢

12

(2,209)

Net income 658

Less net income
attributable tc
noncontrolling

72¢

39¢

44C

(2,209)



interests — — — (12) — (5 (16)

Net income

attributable to

Discovery

Communication:

Inc. 653 662 72E 387 44C (2,219 652
Stock dividends

to preferred

interests (1) — — — — — (1)

Net income

available to

Discovery

Communication:

Inc.

stockholders  $ 65z $ 66z $ 725 $ 387 $ 44C % (2,219 $ 652

114



Table of Contents

Discovery
Communications
Inc.

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS

For the Year Ended December 31, 2009
(in millions)
(recast)

Discovery
Communications
Holding, LLC

Discovery
Communications
LLC

Non-Guarantor
Subsidiaries of
Discovery
Communications
LLC

Other Non-
Guarantor
Subsidiaries of
Discovery
Communications
Inc.

Reclassification:
and
Eliminations

Discovery
Communications
Inc. and
Subsidiaries

Revenue! $ —

$ —

$ 1,57

$ 1,82¢

$ 71

$ (15)

$ 3,45¢

Cost of revenue

excluding

depreciation

and

amortization

listed below —
Selling, general

and

administrative 8
Depreciation ani

amortizatior —
Restructuring

and

impairment

charges —
Gains on

dispositions —

12

(252)

40

60

11

(8)

@)

1,04¢
1,18¢

152

52

(252)

543

1,57

71

19

2,18¢

Operating
(loss) income (8)

Equity in
earnings of
subsidiaries

Interest expense,
net —

55&

Other (expense)
income, ne —

1,03¢

17C

(121)

24¢

(4)

372

(1,737)

1,27¢

(24¢)

13

Income from
continuing
operations
before incom

taxes 54¢&

Benefit from
(provision for'
income taxe! 4

51c

45

1,091

(454)

25C

(59

37z

©)

(1,737)

1,03¢

(469)

Income from
continuing
operations,
net of taxes

Loss from
discontinued
operations,
net of taxes —

55¢&

191

(6

(1,739

57C

(6)

Net income

Less net income
attributable tc

55¢

18t

(1,732

564



noncontrolling

interests — — — (12) — (4) (15)
Net income

attributable to

Discovery

Communication:

Inc. 54¢ 55¢ 637 174 367 (1,736 54¢
Stock dividends

to preferred

interests (8) — — — — — (8

Net income

available to

Discovery

Communication:

Inc.

stockholders  $ 541  $ 55¢ $ 637 $ 174  $ 367 $ (1,736 $ 541
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Discovery
Communications

Inc.

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS

For the Year Ended December 31, 2008
(in millions)
(recast)

Discovery
Communications

Holding, LLC

Discovery
Communications

LLC

Non-Guarantor
Subsidiaries of
Discovery
Communications

LLC

Other Non-

Guarantor
Subsidiaries of

Discovery
Communications

Inc.

Reclassification:

and
Eliminations

Discovery
Communications

Inc. and
Subsidiaries

Revenue: $ —

$ —

$ 1,52¢

$ 1,792

$ (15)

$ 3,382

Cost of revenue

excluding

depreciation

and

amortization

listed below —
Selling, general

and

administrative 3
Depreciation ani

amortizatior —
Restructuring

and

impairment

charges —

34C

322

48

20

614

73C

13C

41

55

28

(")

®

1,00z

1,07t

18C

61

73C

1,51¢

85

(19

2,31¢

Operating
(loss) income 3
Equity in
earnings of
subsidiaries
Interest expense
net —
Other income
(expense), ne —

79€

12E
(145)

(39)

27¢

©)
(18)

©)

191

(1,155

1,06¢

(256)

(51)

Income from
continuing
operations
before incom:
taxes

Benefit from
(provision for’
income taxe: 1

31€

41¢

36

744

(224)

251

(107)

182

(59)

(1,15%)

(359)

Income from
continuing
operations,
net of taxes

(Loss) income
from
discontinued
operations,
net of taxes —

45%

52C

144

(4)

12¢

(1,155

404

40

Net income

Less net income
attributable to
noncontrolling
interests —

45t

52C

14C

(4)

(1,155)

(129)

444

(127)




Net income
attributable tc
Discovery
Communicati
Inc. $ 317

$

45¢%

$

52C

13¢€

167

$

(1,279)

$

317
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CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2010
(in millions)

Operating
Activities

Cash (used ir
provided
by
operating
activities

Investing
Activities
Purchases of
property

and
equipmen
Business
acquisition
net of cast
acquirec
Proceeds from
dispositions
net
Investments i
and
advances
to equity
investees
Cash used in
investing
activities

Financing
Activities
Borrowings
from long-
term debt,
net of
discount
and
issuance
Ccosts
Principal
repayment
of long-
term deb
Principal
repayment
of capital
leases
obligations
Repurchases
of commor
and
preferred
stock

Discovery
Communications

Inc.

Discovery
Communications

Holding,
LLC

Discovery
Communications

LLC

Non-Guarantor
Subsidiaries of
Discovery
Communications

LLC

Other
Non-Guarantor
Subsidiaries of

Discovery
Communications

Inc.

Eliminations

Discovery
Communications

Inc. and
Subsidiaries

$ (137)

$ (47)

(11)

13

(114)

(36)

(39

11

13

2

$ 66¢

(49)

(39

24

(127)

(605)

(1,949

(112)

2,97(

(93€)

Q)

(7€)

®)

2

(190)

2,97(

(2,889

(10)

(605)



Purchase of
noncontrolling
interests

Cash
distribution
to
noncontrol
interests

Proceeds fror
stock
option
exercises

Inter-compan
contributio
and other
financing
activities,
net

Cash provide
by (used
in)
financing
activities

Effect of
exchange
rate
changes o
cash and
cash
equivalent:

Net change il
cash and
cash
equivalent:

Cash and cas
equivalent:
beginning
of period

Cash and cash
equivalents
end of
period

— — — (14€) — (149)
— — (16) (19) — (31)
66 — — — — 66
67€ 1,99 (2,349 (320) ®) —
137 47 (3349 (48¢) ®) (641)
— _ — 6 — 6
— — (107) (51) 1 (157)
— — 47¢ 144 3 62¢
— — 36¢ 93 4 46¢€
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Operating
Activities

Cash provide
by (used
in)
operating
activities

Investing
Activities
Purchases of
property

and
equipmen
Proceeds fror
disposition
net
Proceeds fror
sale of
securities
Investments i
and
advances
to equity
investees
Cash provide
by (used
in)
investing
activities

Financing
Activities
Net
repayment
of revolver
loans
Borrowings
from long-
term debt,
net of
discount
and
issuance
costs
Principal
repayment
of long-
term deb
Principal
repayment
of capital
leases

(in millions)
(recast)

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2009

Other Non-
Non-Guarantor Guarantor
Discovery Subsidiaries of Subsidiaries of Discovery
Discovery Communications Discovery Discovery Discovery Communications
Communications Communications Communications Communications
Holding, Inc. and
Inc. LLC LLC LLC Inc. Eliminations Subsidiaries
$ 31 $ 64 9 24¢ $ 427 $ — $ — $ 64z
— — (23) (29) (€) — (55)
— — 30C — — — 30C
— — 22 2 — — 24
_ _ (30) @) — — @D
— — 26¢ (28) ©) — 23¢
— — (315) — — — (319)
— 47¢ 492 — — — 97C
— (19) (997) — — — (1,017



obligations

Cash
distributions
to
noncontrolling
interests

Proceeds fror
stock
option
exercise

Inter-company
contribution:
and other
financing
activities,
net

Cash (used ir
provided
by
financing
activities

Effect of
exchange
rate
changes o
cash and
cash
equivalent:

Net change il
cash and
cash
equivalent:

Cash and cash
equivalents
beginning
of period

Cash and cas
equivalent:
end of
period

- - 4) (10 (14)
- — — (13) (13)
28 — — — 28
(59 (399 76€ (315) _
(31) 64 (54) (339) (356)
— — — 5 5
- — 462 66 52¢
— — 13 78 94
— — 47¢€ 144 $ 62
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Communications

Discovery
Communications

Holding, LLC

(in millions)
(recast)

Discovery
Communications

LLC

Non-Guarantor
Subsidiaries of
Discovery
Communications

LLC

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2008

Other Non-
Guarantor
Subsidiaries of
Discovery
Communications

Inc.

Eliminations

Discovery
Communications

Inc. and
Subsidiaries

Operating
Activities
Cash (used ir
provided

by
operating

activities $

Investing
Activities
Purchases of
property
and
equipmen
Net casl
acquired
from
Discovery
Formation
Business
acquisitions
net of cash
acquirec
Investments ii
and
advances t
equity
method
investees
Proceeds fror
disposition
Proceeds fror
sale of
securities

(89)

$ 39¢

(28)

4

$ 258

(41)

39

(8)

$ 20

393

13¢

24

$ 57¢

(102)

39

(8)

4
13¢

24

Cash (used ir
provided
by
investing
activities

Financing
Activities
Ascent Media

Corporatiol
spir-off
Net
repayment
of revolver
loans
Principal
repayment
of long-
term deb

(19)

(32

(23

(242)

(10

(102)

13C

(356)

88

(356)

(125)

(257)



Principal

repayment

of capital

leases

obligations — — () (27) — — (29
Inter-company

contribution:

and other

financing

activities,

net 10 10C (83) (34) — — (7
Cash provide:

by (used in

financing

activities 10 85 (350 (163%) (35€) — (774
Effect of

exchange

rate

changes on

cash and

cash

equivalents — — — (2) — — (2)
Net change il

cash and

cash

equivalents — — 13 78 (20€) — (11%)
Cash and cash

equivalents

beginning

of period — — — — 20¢ — 20¢
Cash and cas

equivalents

end of

period $ — $ — $ 13 3 78 $ 3 $ — $ 94
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ITEM 9.  Changes in and Disagreements With Accountants on &ounting and Financial Disclosure
None.

ITEM 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Clrécutive Officer and Chief Financial Officer, hasluated the effectiveness of
disclosure controls and procedures as of Decenthe2®.0. The term “disclosure controls and procesitias defined in Rules 13a-15(e) and
15d-15(e) of the Exchange Act of 1934, as amenthed“Exchange Act”), means controls and other pdaces of a company that are
designed to ensure that information required tdibelosed by a company in the reports that it fdlesubmits under the Exchange Act is
recorded, processed, summarized and reported mvtithitime periods specified in the SEC’s rules fanahs. Disclosure controls and
procedures include, without limitation, controlglgsrocedures designed to ensure that informatiquired to be disclosed by a company in
the reports that it files or submits under the Exade Act is accumulated and communicated to thgpaogis management, including its
principal executive and principal financial offiseor persons performing similar functions, as appate to allow timely decisions regarding
required disclosure. Management recognizes thatanirols and procedures, no matter how well desigand operated, can provide only
reasonable assurance of achieving their objectimdsmanagement necessarily applies its judgmentdtuating the cost-benefit relationship
of possible controls and procedures. Based onvhkei@ion of our disclosure controls and procedasesf December 31, 2010, our Chief
Executive Officer and Chief Financial Officer comgéd that, as of such date, our disclosure contradsprocedures were effective.

Management’s Annual Report on Internal Control Over Financial Reporting

Management’s report on internal control over finaheporting is set forth in Item 8 of this AnnuRéport on Form 10-K under the
caption “Management’s Report on Internal Contratrolvinancial Reporting,” which is incorporated hefgy reference.

Attestation Report of the Independent Registered Polic Accounting Firm

The attestation report of our independent regidtptelic accounting firm regarding internal contokr financial reporting is set forth
in Iltem 8 of this Annual Report on Form 10-K unttez caption “Report of Independent Registered uldicounting Firm,” which is
incorporated herein by reference.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control éwancial reporting, as defined in Exchange ActdRuBa-15(f), during the quarter
ended December 31, 2010 that have materially &fecr are reasonably likely to materially affexty internal control over financial
reporting.

ITEM 9B. Other Information.
None.
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PART IlI

Certain information required in Item 10 throughmté&4 of Part 11l of this Annual Report on Form 10iskincorporated herein by
reference to our definitive Proxy Statement for 20t1 Annual Meeting of Stockholders (*2011 Proxgt&ment”), which shall be filed with
the SEC pursuant to Regulation 14A of the Exchakgewithin 120 days of our fiscal year end.

ITEM 10. Directors, Executive Officers and Corporae Governance.

Information regarding our directors, compliancehwitection 16(a) of the Exchange Act, and our AGdilmmittee, including committee
members and its financial expert, will be set fontlour 2011 Proxy Statement under the captionsg®sal 1: Election of Directors,'Sectior
16(a) Beneficial Ownership Reporting Compliancend 4Corporate Governance — Committees of the Boaiirectors — Audit Committee,”
respectively, which are incorporated herein byneriee.

Information regarding our executive officers wi#t bet forth in Part | of this Annual Report on Fdt@K under the caption “Executive
Officers of Discovery Communications, Inc.” as péted by Form 10-K General Instruction G(3).

We have adopted a Code of Business Conduct andsHthie “Code”) that is applicable to all of oureditors, officers and employees.
Our Board of Directors approved the Code in Sep@wrb08 and reviews it regularly. A copy of the €aahd any amendments or waivers
that would be required to be disclosed under agble SEC rules are available free of charge aintrestor relations section of our website,
www.discoverycommunications.com. In addition, wdl wiovide a printed copy of the Code, free of @erupon written request at: Investor
Relations, Discovery Communications, Inc., 850 @#wenue, 8th Floor, New York, NY 10022-7225.

ITEM 11. Executive Compensation

Information regarding executive compensation waéllset forth in our 2011 Proxy Statement under &ptions “Compensation
Discussion and Analysis” and “Executive Compensgtiwhich are incorporated herein by reference.

Information regarding compensation policies anatficas as they relate to our risk management, ireompensation, and
compensation committee interlocks and insider pigdtion will be set forth in our 2011 Proxy Statrhunder the captions “Risk
Considerations in our Compensation Programs,” “B@&aompensation,” and “Corporate Governance — Cotagstof the Board of Directors
— Compensation Committee,” respectively, which aemiporated herein by reference.

Information regarding compensation committee repaitl be set forth in our 2011 Proxy Statementeuitie captions “Report of the
Compensation Committee” and “Report of the Equityrpensation Subcommittee of the Compensation Camexiitwhich are incorporated
herein by reference.

ITEM 12. Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matters
Information regarding securities authorized fouasce under equity compensation plans will bea#h in our 2011 Proxy Statement
under the caption “Securities Authorized for Issz@binder Equity Compensation Plans,” which is ipooated herein by reference.

Information regarding security ownership of certb@neficial owners and management will be set fioribur 2011 Proxy Statement
under the captions “Security Ownership InformatibiCertain Beneficial Owners and Management of ®igcy — Security Ownership of
Certain Beneficial Owners of Discovery” and “Setp@wnership Information of Certain Beneficial Ows@nd Management of Discovery —
Security Ownership of Discovery Management,” whach incorporated herein by reference.

ITEM 13. Certain Relationships and Related Transactions, an®irector Independence.

Information regarding certain relationships anated transactions, and director independence widldi forth in our 2011 Proxy
Statement under the captions “Certain RelationsiiifgsRelated Transactions,” “Policy Governing RelaPerson Transactions,” and
“Corporate Governance — Director Independencepeaesvely, which are incorporated herein by refegen

ITEM 14. Principal Accountant Fees and Services

Information regarding principal accountant fees asarvices will be set forth in our 2011 Proxy Sta¢at under the captions
“Ratification of Appointment of Independent Regrsig Public Accounting Firm — Description of Feeatia
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“Ratification of Appointment of Independent Regisig Public Accounting Firm — Policy on Audit Comtai Pre-Approval of Audit and
Permissible Non-Audit Services of Independent Reggsl Public Accounting Firm,” which are incorp@aterein by reference.
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ITEM 15.

PART IV

Exhibits and Financial Statement Schedules

The following documents are filed as part of thisial Report on Form 10-K:
1. The following consolidated financial statemesft®iscovery Communications, Inc. are filed as mdrtem 8 of this Annual Report

on Form 10-K:
Page
Consolidated Balance Sheets as of December 31,&04200¢ 62
Consolidated Statements of Operations for the YEaded December 31, 2010, 2009, and z 63
Consolidated Statements of Cash Flows for the YEaded December 31, 2010, 2009, and 64
Consolidated Statements of Equity for the Yearsdardecember 31, 2010, 2009, and 2 65
Notes to Consolidated Financial Stateme 67

2. All financial statement schedules required tdileel pursuant to Item 8 and Item 15(c) of FormKL.Bave been omitted as the
required information is not applicable, not mateida is set forth in the consolidated financiatements or notes thereto.

3. The following exhibits are filed or furnished @art of this Annual Report on Form 10-K pursuanitém 601 of SEC Regulation S-K
and Item 15(b) of Form 10-K:

Exhibit
No.
3.1

3.2
4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

Description

Form of Restated Certificate of Incorporation (immmrated by reference to Exhibit 3.1 to Amendmeat Xto the Registration
Statement on Form-4, SEC File No. 33-151586 “Amendment No. "))

Bylaws (incorporated by reference to Exhibit 3.2he ¢-K filed on November 16, 2009 (SEC File N-34177))

Specimen certificate for shares of the Registrad€ges A common stock, par value $.01 per shaoeiporated by reference to
Exhibit 4.1 to the Registration Statement on Fo-4, SEC File No. 33-151586 (th¢‘Registration Stateme”))

Specimen certificate for shares of the Registré®€ges B common stock, par value $.01 per shaceiforated by reference to
Exhibit 4.2 to the Registration Stateme

Specimen certificate for shares of the Registrad¢ses C common stock, par value $.01 per shacerfiorated by reference to
Exhibit 4.3 to the Registration Stateme

Form of Registration Rights Agreement, by and betwBiscovery Communications, Inc. and Advance/NaygedProgramming
Partnership (incorporated by reference to Exhilifittd the Registration Stateme

Form of Rights Agreement, by and between Disco@aynmunications, Inc. and Computershare Trust CompsuA., as rights
agent (incorporated by reference to Exhibit 4.8h®Registration Statemel

Amendment No. 1 to Rights Agreement between Disgo@®mmunications, Inc. and Computershare Trust @, N.A.
dated December 10, 2008 (incorporated by referemBshibit 4.1 to the -K filed on December 11, 200:

Indenture dated as of August 19, 2009 among Disgog@emmunications, LLC, Discovery Communications;.land U.S. Bank
National Association, as trustee (incorporateddfgrence to Exhibit 4.1 to the Forr-K filed on August 19, 200¢

Supplemental Indenture dated as of August 19, 2008ng Discovery Communications, LLC, Discovery Caminations, Inc.
and U.S. Bank National Association, as trusteeofiparated by reference to Exhibit 4.2 to the Fori Bed on August 19,
2009)

Supplemental Indenture dated as of June 3, 2018ngiscovery Communications LLC, Discovery Comneations, Inc. and
U.S. Bank National Association, as trustee (incoapex by reference to Exhibit 4.1 to the For-K filed on June 3, 201(

Credit Agreement, dated as of October 13, 2010 ngniscovery Communications, LLC, as borrower, Disary
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Exhibit

No.

10.1

10.2
10.3
10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

Description

Communications, Inc., as guarantor, the lenderty plaereto, and Bank of America, N.A., as Admirasitre Agent, Swing Line
Lender and L/C Issuer (incorporated by referendexaibit 4.1 to the Form-K filed on October 15, 201(

Discovery Communications U.S. Executive RelocaRaficy (incorporated by reference to Exhibit 1@1he Registration
Statement

Discovery Communications Executive Benefit Summ@gorporated by reference to Exhibit 10.2 to tregRtration Statemen
Discovery Communications Incentive Compensatiom lacorporated by reference to Exhibit 10.3 to Registration Statemer

Amended and Restated Discovery Communications, Su@plemental Deferred Compensation Plan (incorpdrby reference to
Exhibit 10.1 to the Form-K filed on November 19, 200¢

Amended and Restated Discovery Appreciation Placo(porated by reference to Exhibit 10.8 to the Bl on December 11,
2008)

Form of Discovery Communications, Inc. 2005 IncemtPlan (As Amended and Restated) (incorporatesfgyence to Exhibit
10.6 to Amendment No. :

Discovery Holding Company 2005 Non-Employee Dired¢t@entive Plan (As Amended and Restated Effectivgust 15, 2007)
(incorporated by reference to Exhibit 10.2 to thea@erly Report on Form 10-Q of Discovery Holdingr@pany for the quarter
ended September 30, 2007 (File No.-51205) as filed on November 7, 20(

Discovery Holding Company Transitional Stock Adjusnt Plan (As Amended and Restated Effective Aufbis007)
(incorporated by reference to Exhibit 10.3 to thea@erly Report on Form 10-Q of Discovery Holdingr@pany for the quarter
ended September 30, 2007 (File No.-51205) as filed on November 7, 20(

Employment Agreement, dated as of November 28, 2008veen David Zaslav and Discovery Communications
(incorporated by reference to Exhibit 10.9 to Ammeadt No. 1 to the Registration Statement on Forén SEC File No. 333-
151586 “Amendment No. "))

Addendum to Employment Agreement dated Septemb20@) between David Zaslav and Discovery Commuioiaaf Inc.
(incorporated by reference to Exhibit 10.2 to t6-Q filed on November 3, 200!

Amended and Restated Employment Agreement, datefi/gwil 2, 2008, between Bruce Campbell and Disoy
Communications, LLC (incorporated by reference xbigit 10.12 to the Amendment No.

Amended and Restated Employment Agreement, datefidady 21, 2010, between Bruce Campbell and Risop
Communications, LLC (incorporated by reference tbiBit 10.1 to the Form 2-Q filed on November 2, 2011

Equity Stake Transition Agreement, dated as of Mdwer 5, 2008, between John Hendricks and Disco@erymunications
(incorporated by reference to Exhibit 10.11 to Ammual Report on Form -K filed on February 26, 200¢

Letter Agreement, dated as of July 30, 2008, batwieén Hendricks and the Compensation Committ&dsafovery
Communications, LLC (incorporated by reference xbigit 10.15 to Amendment No. ;

Employment Agreement, dated as of June 11, 20Q@cee Brad Singer and Discovery Communications, I(inCorporated by
reference to Exhibit 10.14 to Amendment No

Amendment to Employment Agreement dated July 192@fiween Brad Singer and Discovery Communicatibb€,
(incorporated by reference to the Forn-Q filed on November 3, 200!

Employment Agreement dated as of December 9, 2869den Peter Liguori and Discovery Communicatidhs (filed
herewith)

Amendment to Employment Agreement dated as of J0Jy2010 between Peter Liguori and Discovery Comioations, LLC
(filed herewith)

Form of Escrow Agreement, by and among Discovemn@anications, Inc., Advance/Newhouse Programmimgneeship, and
the escrow agent (incorporated by reference toliixhd.17 to Amendment No. ;

Brad Singer Option Agreement (standard terms) (pm@ted by reference to Exhibit 10.1 to tl-K filed on
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Exhibit
No.

10.21
10.22
10.23

10.24

10.25
10.26

10.27

10.28

10.29

10.30

12

21
23
31.1

31.2

32.1

32.2

101.INS
101.SCF
101.CAL
101.DEF
101.LAB
101.PRE

Description
October 7, 2008
Form of John Hendricks Option Agreement (incorpedaty reference to Exhibit 10.4 to th-K filed on October 7, 200¢
Form of Stock Option Agreement (incorporated bgrefice to Exhibit 10.5 to theK filed on October 7, 200¢

Form of Cash-Settled Stock Appreciation Right Agneat (incorporated by reference to Exhibit 10.6h#®8-K filed on
October 7, 2008

Form of 7-year Stock Appreciation Right Agreementgrporated by reference to Exhibit 10.7 to thi€ Bled on October 7,
2008)

Form of Stock Option Agreement (incorporated brefice to Exhibit 99.1 to the Forr-K filed on March 9, 2009

Form of Restricted Stock Unit Grant Agreement (hpawvated by reference to Exhibit 10.1 to the Fof¥QLfiled on August 4,
2009)

Form of Performance Restricted Stock Agreemenb(iparated by reference to Exhibit 10.26 to the F&0¥K filed on
February 22, 201(

Form of Nonqualified Stock Option Grant Agreement@rporated by reference to Exhibit 10.26 to toenfr 10-K filed on
February 22, 201(

Form of Cash-Settled Stock Appreciation Right Agneat (incorporated by reference to Exhibit 10.2éheForm 10-K filed
on February 22, 201(

Form of Restricted Stock Unit Grant Agreement (mpowated by reference to Exhibit 10.26 to the F& filed on Februar
22, 2010)

Computation of Ratio of Earnings to Fixed Charges Ratio of Earnings to Combined Fixed ChargesRuneferred Stock
Dividends (filed herewith

List of Subsidiaries of Discovery Communications;.I(filed herewith
Consent of Independent Registered Public Accouriing (filed herewith]

Certification of Chief Executive Officer PursuantRule 13a-14(a) and Rule 18d{a) of the Securities Exchange Act of 1¢
as Amended, as Adopted Pursuant to Section 3dZedbarban«-Oxley Act of 2002 (filed herewitt

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 to Section 3dZedbarban«-Oxley Act of 2002 (filed herewitt

Certification of Chief Executive Officer Pursuantt8 U.S.C. Section 1350, as Adopted Pursuantdtd®e906 of the
Sarbane-Oxley Act of 2002 (furnished herewit

Certification of Chief Financial Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuant¢td®e906 of the
Sarbane-Oxley Act of 2002 (furnished herewit

XBRL Instance Document (furnished herewi

XBRL Taxonomy Extension Schema Document (furnisheckwith)

XBRL Taxonomy Extension Calculation Linkbase Docuin@gurnished herewith
XBRL Taxonomy Extension Definition Linkbase Docunhéiurnished herewith
XBRL Taxonomy Extension Label Linkbase Documentr{fshed herewith
XBRL Taxonomy Extension Presentation Linkbase Doentiffurnished herewitt
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to
be signed on its behalf by the undersigned, théoedmly authorized.

DISCOVERY COMMUNICATIONS, INC.

Date: February 18, 2011

(Registrant’

By: /s/ DAvID M. Z AsLAV

David M. Zaslav
President and Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bbélptihe following persons on
behalf of the registrant and in the capacities@mthe date indicated.

Signature

/s/ DAvID M. Z ASLAV

David M. Zaslav

/s/ JOHNS. HENDRICKS

John S. Hendricks

/s/ BRADLEY E. SINGER

Bradley E. Singer

/sl THomAsR. CoLAN

Thomas R. Colan

/s/ RoBERTR. BEck

Robert R. Beck

/s/ ROBERTR. BENNETT

Robert R. Bennett

/s/ PauL A. GouLb

Paul A. Gould

/s/ L AWRENCES. KRAMER

Lawrence S. Kramer

/s/  JoHNC. M ALONE

John C. Malone

/s/ ROBERTJ. MIRON

Robert J. Miron

/s/  STEVENA. M IRON

Steven A. Miron

/s/ M.LAV oy RoBISON

M. LaVoy Robison

/s/ J. Davib W ARGO

J. David Wargo

Title

President and Chief
Executive Officer, and Director
(Principal Executive Officer

Founder, Chairman of the Board,
and Directol

Senior Executive Vice President,
Chief Financial Officer and Treasurer
(Principal Financial Officer

Executive Vice President
and Chief Accounting Officer
(Principal Accounting Officer

Director
Director
Director
Director
Director
Director
Director
Director

Director
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Date

February 18, 201

February 18, 201

February 18, 201

February 18, 201

February 18, 201
February 18, 201
February 18, 201
February 18, 201
February 18, 201
February 18, 201
February 18, 201
February 18, 201

February 18, 201



EXHIBIT 10.17
EMPLOYMENT AGREEMENT

This Employment Agreement (“Agreement”) is made @th day of December, 2009 by and between Disgd@emmunications, LLC
(“Company”) and Peter Liguori (“Executive”).

As a condition to and in consideration of the mupramises and covenants set forth in this Agregn@ompany hereby offers
Executive and Executive hereby accepts employmeon the terms and conditions set forth herein.

I DUTIES, ACCEPTANCE, LOCATION

A.

B.

Company hereby employs Executive to render exatuaid full-time services as Chief Operating Officgron the terms and
conditions set forth herein. Execut's duties shall be consistent with his title andtherwise directed by Compar

Company reserves the right to change the individadlor position to whom/which Executive reportd,ahCompany deems it
necessary, subject to Section 1V(D)(1)(b) herdud, lbcation where Executive works, except thatarement shall Executive
report to a level lower than the Chief Executivédicafr of the Company

Executive hereby accepts such employment and agyeender the services described above. Throudhis@mployment with
Company, Executive agrees to serve Company falghdéd to the best of his ability, and to devote flil business time and
energy to perform the duties arising under thise®gnent in a professional manner that does notedigcbut furthers the
interests of Company. Executive agrees that hé spahd the majority of his business time at thenGany’s Silver Spring
headquarters, exclusive of required business taweimeasured on a monthly basis. The Company stuafide Executive wit
appropriate office space and administrative suppdtie Compar’s Silver Spring and Los Angeles offic

Il TERM OF EMPLOYMENT AND RENEWAL

A.

Subject to Section IV, Executive’s term of employrshall be three (3) years beginning on Januar2@®0 and ending on
January 18, 2013. This period is referred to asltiigal Term.” The Initial Term, with any renewaleriod, is referred to as the
“Term of Employmen”

The parties may mutually agree to renew this Agesgrby an additional one year term. If Company wssto negotiate a
renewal to this Agreement, it will give Executiveitten notice of its intent to negotiate within omendred eighty (180) days
prior to the end of the Term of Employment. If rearties



do not mutually agree upon renewal of this Agreemttie Agreement shall expire and the Term of Emplent shall end on
January 18, 2013; provided, however, that if thenGany offers to renew this Agreement for at least wear on terms no less
favorable than the terms of this Agreement and &txee rejects the renewal, Executive shall repathéoCompany an amount
equivalent to any relocation benefits provided iy €ompany under Section | of ExhibitaAd incurred by Executive within
twelve (12) months prior to the end of the TernEafployment. Executive authorizes the Company taidedny amounts ow:
from any payments due to Executive, including aayrpents under the Incentive Compensation Plan, $saey, or other
compensation, and agrees to pay the balance airanynts due within 120 days after Executive’s dist of employment. If
the Company elects not to negotiate to renew thiedment, Executive shall be eligible for a seveegrayment pursuant to
Section IV(D)(2) herein

[l COMPENSATION

A.

Base Salary. Company agrees to provide Executive with an anbasé salary of ONE MILLION DOLLARS ($1,000,000).
Beginning January 19, 2010, this sum will be paidrdhe course of twelve months, in increments paidegular Company
paydays, less such sums as the law requires Contpalgduct or withhold. Executivefuture salary increases will be reviev
and decided in accordance with Company’s standactipes and procedures for similarly-situated eygés, but in no event
may Executiv’'s salary be reduce

Bonus/Incentive Payment. In addition to the base salary paid to Executiviespant to Section IlI(A), Executive shall be
eligible for an annual incentive payment target@% of his base salary. The portion of the inaentiayment to be received
by Executive will be determined in accordance v@thmpany’s applicable incentive or bonus plan ieeffat that time (e.g.,
subject to reduction for Company under-performaaue increase for Company over-performance) andbeifpaid in
accordance with the applicable incentive or boras.|

Benefits. Executive shall be entitled to participate in andeceive any and all benefits generally availablexecutives at
Executive’s level in the company in accordance whihterms and conditions of the applicable plaarcangement. The
Company shall pay expenses or otherwise reimbuxeeufive for business expenses in accordance hatiCompany’s Travel
and Entertainment policy, as the same appliesnimsexecutives of the Company. Executive shaklgible for insurance
coverage under the Company’s director and offiediility insurance and employment practices liapilnsurance policies in
accordance with those policies and in amounts aimhil coverage afforded other senior executivedh@fCompany for activities
on behalf of Company and its subsidiaries, andratise shall be eligible for indemnification in acdance with the Compary’
corporate




governance requirements. Executive shall be eédi four (4) weeks of paid vacation each calerygar, in accordance with
the Compan’s vacation policy

D. Equity Program . Executive will be recommended for awards of nonifjedl stock options and Performance Restricted IStoc
Units (“PRSUs") under the Discovery Communicatidmg, 2005 Incentive Plan (the “Stock Plan”), dgrihe first 90 days of
2010, at the same time awards are made to othier sa@cutives of the Company. The award shallligest to approval by
the Equity Compensation Subcommittee of the Comgtemrs Committee and made in two tranches: an awBndnqualified
stock options with a target value of ONE MILLION TWMWHUNDRED FIFTY THOUSAND DOLLARS ($1,250,000), aadh
award of PRSUs with a target value of ONE MILLIOM/O HUNDRED FIFTY THOUSAND DOLLARS ($1,250,000). The
number of units for the PRSUs will be calculateddbyiding the target value by the closing priceDa$covery Series A
common stock on the date of grant, and the numibs&iook options using the Black-Scholes value ahefdate of grant. The
terms of the grant are subject to the terms ofstieek Plan and implementing award agreements drewent that Executive
separates at the end of the Term of Employmentia@ompany has not offered to renew this Agreerferdt least one year
on terms no less favorable than the terms of tigie®@ment, Executive’s separation shall be considetermination without
Cause under the Stock Plan. The classificatiorpasation with respect to other plans or arrangésrsall not be required to
be consistent with this classification. Executitialsbe considered for annual equity grants in 2@012, and, if applicable,
future years, in accordance with the Company’s mberecutive compensation processes and practicesifilarly-situated
employees

E. Relocation. Executive shall be eligible for relocation benefitaccordance with the attachExhibit A .

F. Signing Bonus. In addition to the payments set forth above, Exgewtill receive a one-time only signing bonus WO
HUNDRED THOUSAND DOLLARS ($200,000), subject to tamary withholdings and deductions. The signingusowill be
paid to Executive within twenty (20) days of hissfiday of employment. In the event that Execusiveuld terminate his
employment other than for Good Reason (as defiedmlA) within one year of his hire date, Executivid the required to repay
the signing bonus to Company in ft

IV.  TERMINATION OF EMPLOYMENT AND AGREEMENT

A. Death . If Executive should die during the Term of Employmehis Agreement will terminate. No further amtsiar benefits
shall be payable except earned but unpaid baseysatxrued but unused vacation, unreimbursed esgsemnd those benefits
that may vest in accordance w



the controlling documents for other relevant Conyplaenefits programs, which shall be paid in accocgawith the terms of
such other Company benefit programs, including¢hes governing the time and manner of payn

Inability To Perform Duties . If, during the Term of Employment, Executive shobtome physically or mentally disabled,
such that he is unable to perform his duties uSeetions | (A) and (C) hereof for (i) a period of €&) consecutive months or
(i) for shorter periods that add up to six (6) rtienin any eight (8)-month period, by written netio the Executive, Company
may terminate this Agreement. Notwithstanding tiredoing, Executive’s employment shall terminaterugxecutive

incurring a “separation from service” under the mableave rules of Section 409A. In that casefurther amounts or benefits
shall be payable to Executive, except that untihéi is no longer disabled or (ii) he becomes G&yeld — whichever happens
first — Executive may be entitled to receive conéid coverage under the relevant medical or disalpilans to the extent
permitted by such plans and to the extent suchftbeentinue to be provided to the Company exeestiat Executive’s level
in the Company generally, provided that in the a#sany continued coverage under one or more of amy's medical plans,
if Company determines in good faith that the primvioof continued medical coverage at Company'’s eolgartial expense may
result in Federal taxation of the benefit providleereunder to Executive or his dependents becauselbenefits are provided
by a self-insured basis by Company, then Executivadl be obligated to pay the full monthly COBRAsimilar premium for
such coverage. In such event, the Company shalEgagutive, in a lump sum, an amount equivalettiéomonthly premium
for COBRA coverage for the remaining balance ofteem of Employment

Termination For Cause.

1. Company may terminate Executive’s employmentthisdlAgreement for Cause by written notice. Calsal mean
under this paragraph: i) the conviction of, or notmtendere or guilty plea, to a felony (whether aght to appeal has
been or may be exercised); ii) conduct constituéimipezzlement, material misappropriation or frautkther or not
related to Executive’s employment with the Compaiilyconduct constituting a financial crime, magtract of
dishonesty or conduct in violation of Company’s €ad Business Conduct and Ethics; (iv) improperdumt
substantially prejudicial to the Company’s busine$sillful unauthorized disclosure or use of Caamy confidential
information; (vi) material improper destruction@dmpany property; or (vii) willful misconduct in Boection with the
performance of Executi’s duties



2.

In the event that Executive materially neglédssduties under Sections I(A) or (C) hereof orages in other conduct
that constitutes a material breach by ExecutivilnisfAgreement (collectively “Breach”), Company Blsa notify
Executive in writing. Executive will be affordedbae-time-only opportunity to cure the noted Brewadthin ten

(10) days from receipt of this notice. If no cuseachieved within this time, or if Executive engagethe same Breach
a second time after once having been given thertymty to cure, Company may terminate this Agreeniy written
notice to Executive

Any termination of employment pursuant to Sewditv(C)(1) or Section IV(C)(2) hereof shall be safered a
termination of Executive’s employment “For Causef’ for “Cause”) and upon such termination, Exeauthall only
be entitled to receive earned but unpaid baseysalacrued but unused vacation, unreimbursed eggeasd any
amounts or benefits hereunder that have been earneztted at the time of such termination in adaoce with the
terms of the applicable governing Company plarf{s¢juding the provisions of such plan(s) governihg time and
manner of payment), and/or as may be requiredwy“@ause” as used in any such Company plan skalldemed to
mean solely the commission of the acts describ&eutions 1V(C)(1) or Section IV(C)(2) hereof (aftgving effect to
the cure opportunity described there

D. Termination Of Agreement By Executive for Good Reasn/Termination of Agreement by Company Not For Caus.

1.

Company may terminate Executive’s employmentthisdlAgreement not for Cause (as “Cause” is defimigove), and
Executive may terminate his employment and thise&grent for “good reason” as defined herein. “Goedd®n” for
purposes of this Agreement shall only mean the wenae of any of the following events without Exiee’'s consent:
(a) a material reduction in Executive’s dutiesesponsibilities; (b) Company’s material changehim location of the
Company office where Executive works (e.g., relimeato a location outside the Washington DC metlitgoo area),
(c) the change of Executive’s reporting relatiopdioi a level below the level of the Company’s CE6(d) a material
breach of this Agreement through the Company’sifaito comply with Section 111(D); provided howeyénat
Executive must provide the Company with writtenicebf the existence of the change constitutingdzReason
within sixty (60) days of any such event havingweced, and allow the Company thirty (30) days tcedhe same. If
Company so cures the change, Executive shall na adasis for terminating his/her employment foo& Reason
with respect to such cured change. In additiothénevent a change occurs that triggers Executiigis to terminate
this Agreement for Good Reason, Executive mustoise

5



his right in writing to terminate this Agreement f8ood Reason within sixty (60) days of the effetilate of the
applicable change or upon the change becoming knowim or such right shall be deemed wai\

If Company terminates Executive’s employment tinigl Agreement not for Cause, or if Executive t@ates his
employment and this Agreement for Good Reason ttefollowing payments* Severance Payme’) will be made;

(a) Consistent with the Compamsynormal payroll practices, within thirty (30) dagdowing the last day of the Relee
Deadline (as defined below), Company will commetacpay Executive Executive’annual base salary for the longe
(i) the balance of the Term of Employment, (ii) imaesix (26) weeks (the “Base Salary Continuationf)the amount
payable under IV(D)(4). In the event the periodake Salary Continuation is calculated under Se@&{a)(ii) of this
paragraph and the Company relieves the Executied of Executive’s work responsibilities for sorperiod of time
prior to the effective date of Executive’s terminatof employment, this period of “garden leaw#iall be offset agair
the number of weeks of Base Salary Continuation.

The Base Salary Continuation shall be paid in suttistlly equal increments on regular Company pagdi@gs require
deductions and withholdings, until the balanceais pn full.

(b) Executive will be paid the prorated portionhig bonus under the Company’s incentive or bonas fir the year in
which the termination occurs. The bonus/incentisgrpent portion of the Severance Payment will bd pathe year
following the calendar year in which the terminatmccurs on the date that Company pays bonusestineg@ayments
to its other executives at Executive’s level in @@mpany and will be paid at the target amounfaét in Section Il
(B), subject to satisfying the performance condsiof the bonus/incentive plan and the terms anditions of the
actual bonus/incentive plan in effect at the timg( Executive’s bonus/incentive payment will bbject to reductions
for Company under-performance or increases for Gompver-performance if Company under-performanaaver-
performance is a factor in determining bonus awasdfor any change to the applicable bonus/ingentiayment plan,
that may result in Executive’s receiving an amdbat is less than the target amount set forth ati@e 111(B)).

(c) The Company shall reimburse Executive for up8anonths of continued health coverage (medieaital, and
vision) under the



applicable Company medical plan pursuant to thesGlishated Omnibus Budget Reconciliation Act (“COBRA
should Executive be eligible for and elect COBRAe3e reimbursements shall be subject to requirtthaldings. In
the event the balance of Term of Employment istgrahan 18 months, the Company shall pay Execuativee end of
the 18-month period an amount equivalent to the-therent COBRA premium for the number additionalntis
remaining in the Term of Employment. If Companyedatines in good faith that reimbursement of the obs
continued medical coverage at Company’s sole digh@&xpense may result in Federal taxation ofiteefit provided
thereunder to Executive or his dependents becawcsetenefits are provided by a self-insured bagi€dmpany, then
Executive shall be obligated to pay the full moptBIOBRA or similar premium for such coverage. Iclsevent, the
Company shall pay Executive, in a lump sum, an amequivalent to the monthly premium for COBRA cage for
the remaining balance of the Term of Employment.

No Severance Payment will be made if Executivesfmilsign a release in the form substantially sintib that attache
hereto as Exhibit B Such release must be executed and become eeditivin the sixty (60) calendar day period
following the date of Executive’s “separation fre@rvice” within the meaning of Section 409A (thstlday of such
period being the “Release Deadline”). No Severdmgnent will be made if Executive violates the jsmns of
Section VI hereof, in which case all Severance Ratrahall cease, and those already made shalHeétéad.

Company agrees that if, at the time Executivieeisninated not For Cause, or Executive terminaiegmployment for
Good Reason, Company has a standard severancy ipadiffect that would be applicable in the abseofcthis
Agreement (i.e., applicable to the circumstancessuding the termination) and that would resulEkecutive’s
receiving a sum greater than this Severance PayiEratutive will receive whichever is the greatethese two
payments; provided, that if (i) the standard sewesgolicy would provide for a sum greater thanSkeeerance
Payment, and (ii) the payment schedule under ter8ace Policy is different from the payment scheslior the
Severance Payment and would result in an imperbhiésacceleration or delay in payment in violatidrihe time and
manner of payment requirements of Section 4094y the payment schedule provided in the Compangisdstrd
severance policy shall only apply to the portiothaf amount payable under the standard severaticg titat exceeds
the Severance Payme

If Executive terminates this Agreement before Term of Employment has expired for a reason dtieer those stated
in Section



IV(D)(1) hereof, it will be deemed a material breaxd this Agreement. Executive agrees that, in évant, in addition
to any other rights and remedies which Company haaxe as a result of such breach, he will forfditight and
obligations to be compensated for any base sataryjruation, Severance Payment, bonus/incentivenpay that may
otherwise be due under this Agreement, pursuaattier Company plans or policies, or otherwise, pkas may be
required by law

Right To Offset . In the event that Executive secures employmenhgrcansulting or contractor or business arrangerfoent
services he performs during the period that anyryt from Company is continuing or due under Sad¢D) hereof,
Executive shall have the obligation to timely nptfompany of the source and amount of payment §&ffncome”) Compan
shall have the right to reduce the amounts it watihdrwise have to pay Executive by the Offset ineoExecutive
acknowledges and agrees that any deferred compan$at his services from another source that aréopmed while receivin
Severance Payment from Company, will be treatedffset Income (regardless of when Executive chotsesceive such
compensation). Executive agrees that timely faitarprovide such notice or to respond to inquifiesn Company regarding
any such Offset Income shall be deemed a mategalh of this Agreement. Executive also agreesGbatpany shall have t
right to inquire of third party individuals and éigs regarding potential Offset Income and to imfasuch parties of Company’s
right of offset under this Agreement with Executi®ecordingly, Executive agrees that no furtherSamnce Payment from
Company will be made until or unless this breactui®d and that all payments from Company alreadgerio Executive,
during the time he failed to disclose his Offsetdme, shall be forfeited and must be returned tm@my upon its demand.
Any offsets made by the Company pursuant to thiti@e shall be made at the same time and in the sanount as a
Severance Payment amount is otherwise payableyfagphe Offset Income to the Company’s paymenth@order each are
paid) so as not to accelerate or delay the payofeary Severance Payment installme

Mitigation . In the event of termination of employment pursuar$ection IV(D) herein, and during the period taay

payment from Company is continuing or due undeti®edV (D), Executive shall be under a continuirgigation to seek otht
employment, including taking all reasonable stepsléntify and apply for any comparable, availgbles for which Executive
is qualified. At the Company’s request, Executivayrbe required to furnish to the Company proof Erwcutive has engaged
in efforts consistent with this paragraph, and kxiee agrees to comply with any such request. Etkeeturther agrees that the
Company may follow-up with reasonable inquiriesttiod parties to confirm Executive’s mitigation efffs. Should the
Company determine in good faith that Executiveefailo take reasonable steps to se
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alternative employment consistent with this parpgrdhe Company shall be entitled to cease any pagsrdue to Executive
pursuant to Section IV(D)(2

V. CONFIDENTIAL INFORMATION

A.

Executive acknowledges his fiduciary duty to Compaks a condition of employment, Executive agreeprbtect and hold in
a fiduciary capacity for the benefit of Companydept as required by law or as may be required withé scope of his duties
hereunder) all confidential information, knowledwyedata, including the terms of this Agreement awithout limitation, all
trade secrets relating to Company or any of itsigidries, and their respective businesses, (ginetl by the Executive during
his employment by Company or otherwise and (i} thaot otherwise publicly known (other than bgsen of an unauthorized
act by the Executive). Executive may disclose émms of this Agreement to his immediate family mensbrepresentatives,
and prospective employers. After termination of Executive’s employment with Company, Executivellshat communicate
or divulge any such information, knowledge or datanyone other than Company and those designgtédviithout the prior
written consent of Company, except as herein padiol as required by la

In the event that Executive is compelled, purst@aiat subpoena or other order of a court or othdythaving jurisdiction over
such matter, to produce any information relevar@dmpany, whether confidential or not, Executiveeag to provide Compa
with written notice of this subpoena or order satt@ompany may timely move to quash if appropri

Executive also agrees to cooperate with Compaiayynlegal action for which his participation is ded. Company agrees to
try to schedule all such meetings so that theyatainduly interfere with Executive’s pursuits after is no longer in
Compan’s employ and will reimburse Executive for reasoaaldvel expenses incurred in connection with siodperation

VI. RESTRICTIVE COVENANTS

A.

Executive covenants that if he is Terminated Farsgégursuant to Section 1V(C) hereof or terminhieemployment for other
than Good Reason as set forth in Section IV(D)&rebf, for a period of twelve (12) months after toaclusion of Executive’s
employment with Company, he will not perform anyrlwon, related to, or respecting non-fiction tetéen programming or
engage in any activities on behalf of any compamgny entity related to nonfiction television pragming services for
distribution to cable, satellite and/or other mahiannel distribution platforms (any such compangrtity, a “Competitor”).
The Company agrees that the Executive performindcfar an entity that engages in non-fiction pragraing, but in a role
that is for the most part engaged in fictional aipted programming, shall not be considered aatioh of this Agreement, nor
shall activities unrelated to n-



fiction programming, even if for an entity that eggs in norfiction programming. Executive agrees that thist®acVI(A) is a
material part of this Agreement, breach of whicH eause Company irreparable harm and damage$ysbef which cannot t
adequately compensated at law. In the event tegbrbvisions of this paragraph should ever be ddemexceed the
limitations permitted by applicable laws, Executared Company agree that such provisions shallfoemned to the maximum
limitations permitted by the applicable lav

If Executive is Terminated not For Cause, or teatés his employment for Good Reason, pursuantdbdddV(D)(1) hereof,
before expiration of the Term of Employment, Ex@citvill be released from this covenant not to cetey

If Executive works for Company through and untg #nd of the Term of Employment, Company agredsikacutive will be
released from the covenant not to compete in Se&tiGA) hereof.

During his employment and upon termination of Exieels employment with Company, regardless of #wson for the
termination, Executive covenants that for a peabtivelve (12) months, he will not directly solieihy employees of Company
or its subsidiary and affiliated companies (othamt Executive’s personal assistant) to leave #maployment nor indirectly aid
in the solicitation of such employet

During the period Executive is employed by Compdiecutive covenants and agrees not to engageyinther business
activities whatsoever, or to directly or indirectBnder services of a business, commercial or psadaal nature to any other
business entity or organization, regardless of héreExecutive is compensated for these services only exception to this
provision is if Executive obtains the prior writteansent of Company’s President and Chief Exec@fficer. The activities
reflected orExhibit C have been approve

Throughout the period that Executive is an emplayfe@ompany, Executive agrees to disclose to Coypay direct
investments (i.e., an investment in which Execukise made the decision to invest in a particulamgany) he has in a compe
that is Company’s Competitor or that Company ismddiusiness with during the Term of Employment (t@any”), if such
direct investments result in Executive or Execusivemediate family members, and/or a trust esshield by Executive or
Executive’s immediate family members, owning fivergent or more of such a Competitor or Companys Baiction VI(F)
shall not prohibit Executive, however, from makimassive investments (i.e., where Executive doesnade the decision to
invest in a particular company, even if those miutwads, in turn, invest in such a Competitor on@any). Regardless of the
nature of Executiv's investments, Executive herein agrees that hisstnvents may not materia
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interfere with Executiv's obligations and ability to provide services unithés Agreement

In the event that Executive violates any provisibthis Section VI, in addition to any injunctivelief and damages to which
Executive acknowledges Company would be entitiltGeverance Payment to Executive, if any, shabkee and those already
made will be forfeited

VIl. ARBITRATION

A.

C.

Submission To Arbitration . Company and Executive agree to submit to arbitnaglbclaims, disputes, issues or controversies
between Company and Executive or between Execatideother employees of Company or its subsidianiedfiliates
(collectively “Claims”) directly or indirectly retang to or arising out of Executive’s employmentiwCompany or the
termination of such employment including, but notifed to Claims under Title VII of the Civil RightAct of 1964, as

amended, the Civil Rights Act of 1991, the Age Bimination in Employment Act of 1967, the Americansth Disabilities

Act of 1990, Section 1981 of the Civil Rights Adtl®66, as amended, the Family Medical Leave A& ,Employee

Retirement Income Security Act, any Claim arising of this Agreement, and any similar federal,estatlocal law, statute,
regulation or common law doctrin

Use Of AAA. Choice of Law. All Claims for arbitration shall be presented te hmerican Arbitration Association (“AAA”)IN
accordance with its applicable rules. The arbita)cshall be directed to apply the substantivedfifederal and state courts
sitting in Maryland, without regard to conflict l@w principles. Any arbitration, pursuant to thigr&ement, shall be deemed an
arbitration proceeding subject to the Federal Aaltibn Act.

Binding Effect . Arbitration will be binding and will afford partighe same options for damage awards as would bialalesin
court. Executive and Company agree that discovéhbe allowed and all discovery disputes will bectled exclusively by
arbitration.

Damages and Cost. Each party shall pay its own costs and attorneses;f however, the arbitrator may award costs and
reasonable outside attorneys’ fees to the pregaiarty to the extent permitted by law. If the wlaioncerns an alleged
violation of a public policy or a statutory or caitgtional provision, the Company will pay all cesinique to the arbitration to
the extent such costs would not otherwise be ieclirmr a court proceedingfer instance, the Company will, if required, pag
arbitrator’s fees to the extent they exceed court filing fefake claim does not concern an alleged violatiéa public policy o
a statutory or constitutional provision, the partéhall share equally the arbitrator’s fees antscésy damages shall be
awarded only in accord with applicable law. Reitetgent shall only be awarded if monetary damageaufficient.
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VIII.

CONTROLLING LAW AND ADDITIONAL COVENANTS

A.

The validity and construction of this Agreementiay of its provisions shall be determined undedaines of Maryland. The
invalidity or unenforceability of any provision tfis Agreement shall not affect or limit the vatidand enforceability of the
other provisions

If any provision of this Agreement is held by a daf competent jurisdiction to be invalid, void wnenforceable, the
remaining provisions shall nevertheless continuilirforce without being impaired or invalidate

Executive expressly acknowledges that Company tiéised Executive to consult with independent legainsel of his
choosing to review and explain to Executive thaladfect of the terms and conditions of this Agneat prior to Executive’s
signing this Agreemen

This Agreement supersedes any and all other agragen@ither oral or in writing, between the partieth respect to the
employment of Executive by Company, and contaihefahe covenants and agreements between thepavith respect to
such employment in any manner whatsoever. Eacly fmathis Agreement acknowledges that no repreient inducements,
promises or agreements, orally or otherwise, haemlmade by any party, or anyone acting on behalfiy party, that are not
stated in this Agreement, and that no other agragratement or promise not contained in this Agrent shall be valid or
binding.

Any modifications to this Agreement will be effaionly if in writing and signed by the party to &fearged

Any payments to be made by Company hereunder lsbatiade subject to applicable law, including resghileductions and
withholdings.

Section 409A of the Coc.

1. It is intended that the provisions of this Agremt comply with Section 409A of the Code and #mutations and
guidance promulgated thereunder (collectively, “€&ection 409A"), and all provisions of this Agrearhshall be
construed in a manner consistent with the requinésifer avoiding taxes or penalties under Codei@edi09A.
Notwithstanding the foregoing, the Company shallehao liability with regard to any failure to compkith Code
Section 409A so long as it has acted in good faith regard to compliance therewi

2. If under this Agreement, an amount is to be paisivo or more installments, for purposes of C8aetion 409A, each
installment shall be treated as a separate pay!
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A termination of employment shall not be deerteldave occurred for purposes of any provisiorhaf Agreement
providing for the payment of amounts or benefitesrupr following a termination of employment unlesgh
termination is also a “Separation from Service hivitthe meaning of Code Section 409A and, for psegmf any such
provision of this Agreement, references to a “reat@n,” “termination,” “termination of employmentr like terms
shall mean Separation from Servi

If Executive is deemed on the date of termimatibhis employment to be a “specified employeethim the meaning
of that term under Section 409A(a)(2)(B) of the €a@ahd using the identification methodology seletigthe
Company from time to time, or if none, the defam#ithodology, ther

a. With regard to any payment, the providing of bBeyefit or any distribution of equity upon sepamafrom
service that constitutes “deferred compensatiobjestt to Code Section 409A, such payment, bengefit o
distribution shall not be made or provided priothe earlier of (i) the expiration of the six-momtériod
measured from the date of the Execl’'s Separation from Service or (ii) the date of tkedtitive's death; ani

b. On the first day of the seventh month followthg date of Executive’s Separation from Serviceéf@arlier, on
the date of his death, (x) all payments delayedymamt to this Section VIII(G)(4) (whether they wawitherwise
have been payable in a single sum or in installmienthe absence of such delay) shall be paidiotgrsed to
the Executive in a lump sum, with simple interd¢sha Wall Street Journal Prime Rate in effectlmndate of
termination of employment, and any remaining paytmend benefits due under this Agreement shalkblie qr
provided in accordance with the normal dates sigetffom them herein and (y) all distributions ofuity
delayed pursuant to this Section VIII(G)(4) shalrbade to Executivi

With regard to any provision herein that progider reimbursement of costs and expenses or id#@mnefits, except as
permitted by Code Section 409A, (i) the right tmmeursement or in-kind benefits shall not be subjediquidation or
exchange for another benefit, (ii) the amount gfemses eligible for reimbursement, of in-kind bé&sgprovided

during any taxable year shall not affect the expsrdigible for reimbursement, or in-kind benefitbe provided, in
any other taxable year, provided that the foregaiagse (ii) shall not be violated without regascekpenses
reimbursed under any arrangem
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covered by Section 105(b) of the Code solely bexsush expenses are subject to a limit relateldet@éeriod the
arrangement is in effect and (iii) such paymentdldie made on or before the last day of the Exee'sttaxable year
following the taxable year in which the expenseunced.

6. Whenever a payment under this Agreement speafigayment period with reference to a number g$ da.g.,
“payment shall be made within thirty (30) days d@ling the date of termination), the actual datpafment within the
specified period shall be within the sole discretid the Company

This Agreement shall be binding upon and inurd&henefit of the parties and their respective ssmars, heirs (in the case of
the Executive) and assigns. The rights or obligetionder this Agreement may be not be assignedmsferred by either party,
except that such rights or obligations may be assigr transferred pursuant to a merger or coresodia in which the Compal
is not the continuing entity, or the sale or licatidn of all or substantially all of the assetste Company; provided, however,
that the assignee or transferee is the successtirdosubstantially all of the assets of the Campand such assignee or
transferee assumes the liabilities, obligationsdutées of the Company, as contained in this Agesgreither contractually or
as a matter of law

This Agreement may be executed with electronicaigres, in any number of counterparts, as shaiesydently be executed
with actual signatures. The electronically signegte¢®ement shall constitute one original agreemeunplitates and
electronically signed copies of this Agreement Isbaleffective and fully enforceable as of the datmed and sen

All notices and other communications to be madetberwise given hereunder shall be in writing anallsbe deemed to have
been given when the same are (i) addressed tdtike party at the mailing address, facsimile nuntdsegmail address indicat
below, and (ii) either: (a) personally deliveredwailed, registered or certified mail, first claggsstage-prepaid return receipt
requested, (b) delivered by a reputable privateroghbt courier service utilizing a written recegotother written proof of
delivery, to the applicable party, (c) faxed tolsparty, or (d) sent by electronic email. Any netsent in the manner set forth
above by United States Mail shall be deemed to baes given and received three (3) days aftersitde®n so deposited in the
United States Mail, and any notice sent in any roth@nner provided above shall be deemed to be giwwm received. The
substance of any such notice shall be deemed ®lwen fully acknowledged in the event of refusaazeptance by the party
to whom the notice is addressed. Until further gmtiiven in according with the foregoing, the resipe addresses, fax
numbers and email addresses for the parties dofi@ss:
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If to Company.

Discovery Communications, LLC
One Discovery Place

Silver Spring, MD 20910-3354
Attention: Carrie Storer, Esq.

Fax: (240) 662-8656

Email: Carrie_Storer@discovery.com

If to Executive: With a copy tc:

Peter Liguori Del, Shaw, Moonves, Tanak

at the home address then on Finkelstein & Lezcan

with the Compan 2120 Colorado Avenue, Suite 2

Santa Monica, California 904(
Attention: Ernest Del, Est

In witness whereof, the parties have caused thigémgent to be duly executed as of the date sét &mve.

/sl Peter Liguori

Executive

/s/ David Zaslav

Discovery Communications, LL
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EXHIBIT A

Relocation and Transition Benefits

I. Relocation Benefits Executive shall receive and be subject to Comjsamjocation policy for executives at Executisgob level during th
Initial Term, as the same may be modified from timé&ime, and receive all benefits afforded undem@any’s relocation policy associated
with the sale of his California residence and pasehof a home in the Washington, DC, metropolitaa.arhese benefits shall be available
a relocation in 2011 or 2012.

Executive shall pay out of pocket for any relocatexpenses incurred in 2011 and the Company stialburse for any expenses incurred in
2011 in 2012. With respect to relocation expensesried in 2012, the Company shall pay directig@i2 for any expenses that are subje
direct payment under the relocation policy and krirse Executive in 2012 for any expenses thatraeged as reimbursements under the
policy. The miscellaneous expense allowance anctgr allowances that are paid in lieu of reimbaorent or direct payment will be paid in
2012.

The Company shall make reimbursements due underaiiey within 30 days of receipt of documentatiara form reasonably satisfactory to
the Company and in no event later than the endeotélendar year following the year in which thpense is incurred. These benefits are
available only during the timeframe specified analfarfeited if not otherwise used.

Il. Additional Transition Benefits In addition to the benefits provided by the reiftben policy, the Company shall provide a miscediauns
expense payment to Executive in the amount of 000 less required withholdings, within the firt @ays of employment. This payment is
designed to defray, in part, costs such as transitihousing, furniture rental and purchase of addtusehold items.

The Company also shall:

* Reimburse Executive for personal transportatioreasps for travel between the Washington, DC, melitap area and Executive’s
residence in California, as follow

» Up to $40,000 for travel expenses incurred in 2
» Up to $40,000 for travel expenses incurred in 2
» Up to $20,000 for travel expenses incurred in 2!

These reimbursements shall cease in the event Exedias moved his primary residence from Califartai the Washington, DC,
metropolitan area. The Company will gross up thhegabursements for any associated income taxeslcfinally borne by Executive
with respect to such reimbursements, such gross bp paid upon satisfactory documentation of aet$ (after deductions) to be
incurred on the payments and with the payment tmaée no later than the end of the respective dax in which Executive pays such
tax;
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Reimburse Executive for the transport of one vehfidm his home in California to his temporary desice in the Washington, DC,
metropolitan area, provided that the transport ccatthin the first six months of the Term of Emyhoent;

Provide Executive with a suitable corporate apantmethe Washington, DC, metropolitan area forfths six months of the Initial
Term (monthly cost of up to $5,000); a

Make these reimbursements within 30 days of readigbcumentation in a form reasonably satisfactorthe Company and in no eve
later than the end of the calendar year followimgyear in which the expense is incurred. Theselneisements are available only
during the timeframes specified and are forfeifatt otherwise usec
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EXHIBIT B
AGREEMENT AND GENERAL RELEASE

This Agreement and General Release (“Releaseftered into by and between Discovery Communicatibh€ (“Company”) and
(“Executive”) to resolve any and all disputes canagg his employment with Company and his sepanéitiom
employment on . Accordingly, in exchange for the consideratiod amutual promises set forth herein, the parties do
hereby agree as follows:

1. Effective close of business , Executive’s employment with Company will termieaand all salary
continuation and benefits will cease other thasé¢hto which Executive is entitled in considerafionthis Release as set forth in Executive’s
Employment Agreement with Company (“Agreement”),ievhis incorporated by reference, and as a mattiemo(e.g., COBRA benefits).

2. In consideration for Executive’s executing tRislease of any and all legal claims he might haeénst the Discovery Parties (as
defined below), and the undertakings describedimeaad to facilitate his transition to other empteent, Company agrees to provide
Executive with the consideration detailed in Sactid(D)(“Severance Payment”) of the Agreement & tkgreement.

3. Neither Company nor Executive admits any wromgglof any kind, and both agree that neither th@yamnyone acting on their beh
will disclose this Release, or its terms and caodi#t. Notwithstanding the foregoing, Executive @6 barred from disclosing this Release to
his legal, financial and personal advisors, immiediamily or to those persons essential for Ex&eutd (a) implement or enforce his rights
under this Release and the Agreement in which g#ledRe is incorporated; (b) defend himself in sslatyinvestigation or administrative
proceeding; (c) file tax returns; (d) advise a pexgive employer, business partner or insurer @ftcthntractual restrictions on his post-
Company employment, or (e) make other discloswgsired by law.

4. In exchange for the undertakings by Companyrdesttin the above paragraphs:

a. Executive, for himself, his heirs, executorsnanstrators and assigns, does hereby releaseit acguforever discharge
Company, its subsidiaries, affiliates and relatetities, as well as all of their respective offigeshareholders, shareholder representatives,
directors, members, partners, trustees, emplogdtesneys, representatives and agents (collectittedy“Discovery Parties”from any and a
claims, demands, actions, causes of action, liegsiobligations, covenants, contracts, promiageeements, controversies, costs, expenses,
debts, dues, or attorneys’ fees of every name ahde whether known or unknown, without limitati@t law, in equity or administrative,
against the Discovery Parties that he may haverad has or may have against the Discovery Pastiggason of any matter or thing arising
from the beginning of the world to the day and dtthis Release, including any claim
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relating to the termination of his employment watfly Discovery Party. Those claims, demands, liédsliand obligations from which
Executive releases the Discovery Parties includeake not limited to, any claim, demand or actiomwn or unknown, arising out of any
transaction, act or omission related to Executieergloyment by any Discovery Party and Executigesaration from such employment,
sounding in tort or contract, including any claiofgetaliation under statute, regulation, or comrtem, and/or any cause of action arising
under federal, state or local statute or ordinarammon law, including, but not limited to, thesl€ral Age Discrimination In Employment
Act of 1967, Title VII of the Civil Rights Act 0f964, as amended, the Americans With Disabilities fhe Family and Medical Leave Act,
the Equal Pay Act, the Worker Adjustment and Reingi Notification Act, the Fair Labor Standards Atte Maryland Human Rights Act, as
well as any similar state or local statute(s),dntecase as any such law may be amended fromditmae. The foregoing shall, in accordance
with applicable law, not prohibit or prevent Exagatfrom filing a Charge with the United States BhEmployment Opportunity
Commission (“"EEOC"mnd/or any state or local agency equivalent, argltinibit or prevent Executive from participatingany investigatio
of any Charge filed by others, albeit that he uatdgrds and agrees that he shall not be entitledek monetary compensation for herself f
the filing and/or participation in any such Charge.

b. Executive expressly acknowledges that his agtphas advised his regarding, and he is familiéin thie fact that certain state
statutes provide that general releases do not @éxteclaims that the releasor does not know oresttsp exist in his favor at the time he
executes such a release, which if known to his haae materially affected his execution of the re¢ed@eing aware of such statutes,
Executive hereby expressly waives and relinquigsimgsrights or benefits he may have under suchtegtas well as any other state or federal
statutes or common law principles of similar effectd hereby acknowledges that no claim or causetain against any Discovery Party
shall be deemed to be outside the scope of thisaBelwhether mentioned herein or not. Executivesgscifically knowingly waives the
provisions of Section 1542 of the Civil Code of Stte of California, which reads: A general reéedses not extend to claims which the
creditor does not know or suspect to exist in &i@f at the time of executing the release, whidmdwn by his must have materially affected
his settlement with the debtor. Notwithstanding fihevisions of Civil Code Section 1542 stated abawe for the purpose of implementing a
full and complete release and discharge of thedvisy Parties, Executive expressly acknowledgestti Agreement is specifically
intended to include in its effect all claims thatdoes not know or suspect to exist in his favdatime he signs this Agreement.

c. Executive hereby acknowledges that he is exequdithis Release pursuant to the Agreement, and théite consideration to
be provided to Executive pursuant to Section IV(Dpf the Agreement is in addition to what he would hee been entitled to receive in
the absence of this Release. Executive hereby ackriedges that he is executing this Release voluntlyriand with full knowledge of all
relevant information and any and all rights he mayhave. Executive hereby acknowledges that he has besdvised to consult with an
independent attorney of his own choosing in conndon with this Release to explain to his the legaffect of the terms and conditions o
this Release and that Executive has consulted suah attorney for such purpose. Executive acknowledgethat he has read this Release
in its entirety. Executive further states that he filly understands
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the terms of this Release and that the only promisemade to his in return for signing this Release arstated herein and in the
Agreement in which this Release is incorporated. Eecutive hereby acknowledges that he is voluntarilgnd knowingly agreeing to the
terms and conditions of this Release without any tieats, coercion or duress, whether economic or othgise, and that Executive agree
to be bound by the terms of this Release. Executiaeknowledges that he has been given twenty-one J2lhays to consider this Release,
and that if Executive is age forty (40) or over, Egcutive understands that he has seven (7) days flling his execution of this Release
in which to revoke his agreement to comply with tté Release by providing written notice of revocatioto the General Counsel of
Company no later than three business days followinguch period.

d. Executive further hereby covenants and agrexdshis General Release shall be binding in apeets upon himself, his heirs,
executors, administrators, assigns and transfarssll persons claiming under them, and shalkinarthe benefit of all of the officers,
directors, agents, employees, stockholders, menamelpartners and successors in interest of Companyell as all parents, subsidiaries,
affiliates, related entities and representativeamnyf of the foregoing persons and entities.

e. Executive agrees that he will not disparagelisgovery Party or make or publish any communicatitat reflects adversely
upon any of them, including communications conaggr€Company itself and its current or former direstofficers, employees or agents.
Similarly, Discovery Communications, LLC hereby egg that its directors, officers, and executived! stot take any actions or make any
statements, written or oral, which disparage oantef the goodwill or reputation of Executive, or maksue, or publish any communication
of a derogatory nature about him. This paragragplii st prohibit the publication of truthful, veiable statements by any Party regarding the
other Party, when such statements are required tdunle under oath to or in front of any court,teabdr, administrative or legislative body.
The Parties shall mutually agree upon any pressselregarding Executive’s departure from the Compa

f. The Company irrevocably and unconditionally esles Executive from any and all claims, demand&res; causes of action,
liabilities, obligations, covenants, contracts,miees, agreements, controversies, costs, expatedgts, dues, or attorneys’ fees of every name
and nature, without limitation, at law, in equityadministrative, that are known to the Compangfabe date the Company executes this
Release, except that nothing herein shall reldes&xecutive from any claims or damages based) @myiright the Company may have to
enforce this Agreement, or (ii) any right or clainat arises after this Release becomes effective.

5. a. If any provision of this Release is foundbéoinvalid, unenforceable or void for any reasaithsprovision shall be severed from
Release and shall not affect the validity or erdafility of the remaining provisions.

b. Company and Executive agree that this Releassjsting of three (3) pages, and the Agreemewtich this Release is
incorporated, constitutes the entire agreementdmtwhem. The parties further warrant that thegranto this Release freely.
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c. This Release shall be interpreted, enforcedgandrned by the laws of the State of Maryland withegard to the choice of law
principles thereof.
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IN WITNESS WHEREOF, the parties have signed thiseggnent and General Release thiglay of

, 20
EXECUTIVE
By:
Print Name
Subscribed and sworn to before me thiglay of ,200___
Notary Public

My Commission Expire

DISCOVERY COMMUNICATIONS, LLC

By:

Title:

Print Name

Date

22



EXHIBIT C

Approved Outside Activities
Hollywood Radio and Television Society, Board ofdgitors

Topps Company, Inc., Board of Directors

23



EXHIBIT 10.18

FIRST
AMENDMENT
TO
EMPLOYMENT AGREEMENT

This amendment (“Amendmentfiated as of July 1, 2010, shall amend the employagneement dated as of December 10, 2
by and between Discovery Communications, LLC (“*Camyd) and Peter Liguori (“Executive”) (the “Employmt Agreement”).

WHEREAS, Executive and the Company previously euténto the Employment Agreement, which sets ftirthterms and
conditions of Executive’s employment with the Comya

WHEREAS, the Company and Executive desire to makiin changes, as described below.

NOW THEREFORE, in consideration of the mutual preesiand covenants set forth in this Amendmenipainiges hereby agree
to amend the Employment Agreement as follows:

1. Duties, Acceptance, and Location Section I(C) is hereby amended to add the folhmasentence

“For the period from July 1, 2010, through Decem®itr2010, Executive’s primary office location dhmd the Company’ offices in Lo
Angeles, California.”

2. Relocation and Transition Benefits. Exhibit A is hereby amended to add a new findlébyoint as follows

“In addition, for the period from July 1, 2010, élugh December 31, 2010, while Executive’s primdfice location is in Los Angeles,

California, the Company shall reimburse Executiwetfie cost of his apartment in Washington, DGariramount not to exceed $5200
per month.”

3. Effect on Employment Agreement Except with respect to the subject matters caléerein, this Amendment does not
otherwise amend, supplement, modify, or terminfa¢éeEmployment Agreement, which remains in full &end effect

IN WITNESS WHEREOF , the parties have caused this Agreement to beakdguted as of the date set forth above.
EXECUTIVE: DATE:

/sl Peter Liguori 9/22/10
Peter Liguori




Discovery Communications, LLC DATE:

/s/ Adria Alpert Romm 10/26/2010

Name _ Adria Alpert Romm
Title: _SEVP, HR




EXHIBIT 12

DISCOVERY COMMUNICATIONS, INC.
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES A ND
RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PRE FERRED STOCK DIVIDENDS @
(unaudited; in millions, except ratio amounts)

Year Ended December 31,

2010 2009 2008 2007 2006
(recast) (recast) (recast)

Earnings:
Net income from continuing operatio $ 647 $ 57C $ 404 $ 86 $ 52
Add:

Provision for income taxe 28¢ 46¢ 353 56 41

Loss (earnings) of equity investe 57 24 65 (142) (109

Distributions of income from equity investe 15 4 4 — —

Total interest expens 207 24¢ 25¢ — —

Portion of rents representative of the interestofic 28 27 46 11 10
Earnings (loss), as adjust $1,242 $1,34: $1,13C $ 11 $ ()
Fixed charges

Total interest expens $ 207 $ 24¢ $ 256 $— $—

Portion of rents representative of the interesiofic 28 27 46 11 10
Total fixed charge $ 235 $ 27€ $ 304 $ 11 $ 1C
Preferred stock dividenc 1 15 — — —
Total combined fixed charges and preferred stoekldnds $ 23¢ $ 291 $ 304 $ 11 $ 1C
Ratio of earnings (loss) to fixed char¢ 5.3x 4.9x 3.7x 1.0x —
Ratio of earnings (loss) to combined fixed chared preferred stock dividen 5.3x 4.6x 3.7x 1.0x —
Deficiency $ 11

@ The results for years prior to 2008 reflect onlg tesults of our predecessor, Discovery Holding Qamy.



EXHIBIT 21
LIST OF SUBSIDIARIES OF DISCOVERY COMMUNICATIONS, | NC.

Entity Place of Formation
Ad Valorem Acq. Discovery Communications Benelux Netherland:
Adventure Race Productions, It Delaware
AMHI, LLC Delaware
Animal Planet (Asia) LLC Delaware
Animal Planet (Latin America), L.L.C Delaware
Animal Planet Asia Sales Pte L Singapore
Animal Planet Europe P/ UK
Animal Planet (Japan) LL Delaware
Animal Planet North America, In Delaware
Animal Planet, LLC Delaware
Animal Planet, LF Delaware
Canadian AP Ventures Compa Nova Scotie
CSS Studios, LL( New York
CSS Studios UK Limitel United Kingdom
DHC Discovery Inc Colorada
DHC Ventures, LLC Delaware
Discovery (UK) Limited England and Wale
Discovery Advertising Sales Taiwan Pte L Singapore
Discovery Asia Sales Private Limit Singapore
Discovery Asia, Inc Delaware
Discovery Channel (Mauritius) Private Limit Mauritius
Discovery Civilization North America, In Delaware
Discovery Communications Euro| Colorada
Discovery Communications Fran France
Discovery Communications Holding, LL Delaware
Discovery Communications Ind India
Discovery Communications Ltd., LL Delaware
Discovery Communications, LL Delaware
Discovery Communications Nordic Ag Denmark
Discovery Comunicacoes do Brasil LTLC Brazil
Discovery Communications Europe Limit UK
Discovery Education, Inc lllinois
Discovery Enterprises, LL! Delaware
Discovery Entertainment Services, | Delaware
Discovery Europe, LL( Delaware
Discovery Germany, L.L.C Delaware
Discovery Health Channel, LL Delaware
Discovery Health Europe, LL Delaware
Discovery Health North America, In Delaware
Discovery Health NS, UL( Nova Scotie
Discovery Health Ventures, LL Delaware
Discovery Holding Compan Delaware
Discovery ltalia S.r.| Italy
Discovery Kids North America, In Delaware
Discovery Labuan Limite: Malaysia
Discovery Latin America, Inc Delaware
Discovery Latin America, L.L.C Delaware
Discovery Latin America Investments, LL Delaware
Discovery Licensing, Inc Delaware
Discovery Networks International LL Colorada
Discovery New York, Inc Delaware
Discovery Polska Sp z.o. Poland
Discovery Productions Group, Ir Delaware

Discovery Productions, In Delaware



Entity

Place of Formation

Discovery Studios, LL(

Discovery Publicidade do Brasil Ltd
Discovery Publishing, Inc

Discovery Realty, LLC

Discovery Services Australia Pty L
Discovery Services, In

Discovery Services Hong Kong Limite
Discovery Spanish Ventures S

Discovery Talent Services, LL

Discovery Television Center, LL
Discovery Trademark Holding Company, |i
Discovery Times Channel, LL

Discovery Wings, LLC

Discovery World Television, Inc
Discovery.com, LLC

Discoverytravel.com, LL(

DNE Music Publishing Limite«

DSC Japan, L.L.C

DTHC, Inc.

Discovery Communications Spain and Portugal,
JV Network, LLC

Network USA Incorporate

Patagonia Adventures, LL

Liv (Latin America), LLC

The Audio Visual Group, Inc

Travel Daily News, Inc

Discovery Networks Mexico, S. de R.L. de C
Discovery TV Journalism Productions, L1
Discovery Content Verwaltungs Gmt

Discovery Communications Deutschland GmbH & Co.

Academy123, Inc

A123 Online Interactive Services, Ir
Clearvue & SVE, Inc

New SVE, Inc.

Discovery Pet Online Administration, In
Discovery Pet Online Services, LL
Discovery Pet Video, LL(

Discovery Historia Limitec

Discovery Romania SR

Discovery Hungary Kf

Discovery Max Music Publishing, LL
Discovery Top Music Publishing, LL
Discovery Extreme Music Publishing, LL
Treehugger Acquisition Cor

Discovery Education Assessment LI
Discovery Networks International Holdings Limit
HowStuffWorks, Inc

Convex Group, Inc

GeoNova Publishing, In

Rur-of-Shows, LLC

Discovery Communications Mexico Services, S. de. Re.C.V.

Discovery OWN Holdings, Inc
Discovery SC Investment, In
Discovery 3D Holding, Inc
Discovery AP Acquisition, Inc
Discovery Education Canada UL
Discovery Communications OO

Delaware
Brazil
Delaware
Delaware
Australia
Delaware
Hong Kong
Spain
Delaware
Delaware
Delaware
Delaware
Delaware
Maryland
Delaware
Delaware
England and Wale
Delaware
Delaware
Spain
Delaware
Maryland
Delaware
Delaware
California
Delaware
Mexico
Delaware
Germany
Germany
Delaware
Delaware
Illinois
Illinois
Delaware
Delaware
Delaware
England and Wale
Romaniza
Hungary
Delaware
Delaware
Delaware
Delaware
Delaware
England and Wale
Delaware
Delaware
Delaware
Delaware
Mexico
Delaware
Delaware
Delaware
Delaware
Nova Scotie
Russis



Entity Place of Formation

Discovery Czech Republic S.R. Czech Republi
Discovery Holdings OO( Russia
Discovery Patent Licensing, LL Delaware
Discovery Communications 2 OC Russia
Discovery Communications 3 OC Russia
Discovery Communications 4 OC Russia
Discovery Communications 5 OC Russia
Discovery Communications 6 OC Russia
Discovery Communications 7 OC Russia
Discovery Communications 8 OC Russia
Worldwide Channel Investments (Europe) Limi United Kingdom
Pop Sound, Inc Delaware
Sound One Corporatic New York

Liberty Animal Inc. Delaware



EXHIBIT 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémt¢lee Registration Statement on Form S-3 (No-383043) and the Registration
Statements on Form S-8 (No. 333-170317, 333-15638%,154312, 333-153586) of Discovery Communicatjénc. of our report dated
February 18, 2011 relating to the financial statetmand the effectiveness of internal control dir@ncial reporting, which appears in this
Form 10-K.

/sl PricewaterhouseCoopers L

McLean, VA
February 18, 201



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. I have reviewed this Annual Report on Forn-K of Discovery Communications, Inc
2. Based on my knowledge, this report does notatominy untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo
3. Based on my knowledge, the financial statemeam,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep
4.  The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha
a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh
b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip
c) Evaluated the effectiveness of the registrattisslosure controls and procedures and presentéisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant
d) Disclosed in this report any change in the teghid’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a
5.  The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):
a) All significant deficiencies and material weagses in the design or operation of internal comvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an
b)  Any fraud, whether or not material, that invawaanagement or other employees who have a sigmiffole in the registrant’s
internal control over financial reportin
Date: February 18, 201 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

[, Bradley E. Singer, certify that:

1. I have reviewed this Annual Report on Forn-K of Discovery Communications, Inc
2. Based on my knowledge, this report does notatominy untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo
3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep
4.  The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha
a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh
b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip
c) Evaluated the effectiveness of the registrattisslosure controls and procedures and presentéisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant
d) Disclosed in this report any change in the teghid’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a
5.  The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):
a) All significant deficiencies and material weakses in the design or operation of internal corver financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an
b)  Any fraud, whether or not material, that invawaanagement or other employees who have a sigmiffole in the registrant’s
internal control over financial reportin
Date: February 18, 201 By: /s/ Bradley E. Singer

Bradley E. Singe
Senior Executive Vice President,
Chief Financial Officer and Treasut



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 Annual Report of Discovergnmimunications, Inc. (“Discovery”), on Form X0for the year ended December
2010, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), I, DaMdZaslav, President and Chief
Executive Officer of Discovery, certify that to rkmowledge:

1. the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh1934; anc
2. the information contained in the Report fairhggents, in all material respects, the financialdétion and results of operations of
Discovery.

Date: February 18, 201 By: /s/ David M. Zaslav
David M. Zaslav
President and Chief Executive Offic




EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL 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 Annual Report of Discovergnm@munications, Inc. (“Discovery”), on Form X0for the year ended December
2010, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), |, BeadE. Singer, Senior Executive Vice
President, Chief Financial Officer and TreasureDisicovery, certify that to my knowledge:

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

2. the information contained in the Report fairhggents, in all material respects, the financialdétion and results of operations of
Discovery.

Date: February 18, 201 By: /s/ Bradley E. Singer
Bradley E. Singe
Senior Executive Vice President,
Chief Financial Officer and Treasut




