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PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements.

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
Investment

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 debt

Deferred income taxe

Other noncurrent liabilitie

Total liabilities

Commitments and contingencies (Note

Equity:

Discovery Communications, Inc. stockholc' equity:

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

Series A convertible preferred stock: $0.01 paneal5 shares authorized; 71 shares issued at 2011

and 201(

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

and 201(

Series A common stock: $0.01 par value; 1,700 shauéhorized; 139 and 138 shares issued at

and 2010, respective

Series B convertible common stock: $0.01 par val0g; shares authorized; 7 shares issued at -

and 201(

Series C common stock: $0.01 par value; 2,000 starthorized; 142 shares issued at 2011 and

2010
Additional paic-in capital

Treasury stock, at cost: 8 and 3 Series C commarestat 2011 and 2010, respectiy

Retained earning

Accumulated other comprehensive |
Total Discovery Communications, Inc. stockhol( equity

Noncontrolling interest
Total equity
Total liabilities and equit

As of As of
March 31, December 31
2011 2010
$ 452 $ 46€

86¢€ 88C
84 83
76 81
15C 22E
1,62¢ 1,73¢
1,28( 1,24¢
38¢ 39¢
6,301 6,43¢
59z 60t
781 45k
13€ 14¢€
$11,10¢ $ 11,01¢
$ 62 $ 87
35€ 39z
11z 114
60 11¢€
21 20
42 53
654 78t
3,591 3,59¢
352 304
10C 99
4,691 4,78¢
1 1
1 1
1 1
2 2
6,38¢ 6,35¢
(272) (10F)
30t —
16 33
6,40¢ 6,22¢
3 8
6,411 6,23¢
$11,10¢ $ 11,01




The accompanying notes are an integral part oktheasolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited; 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 charge

Gains on disposition

Operating incom:
Interest expense, n
Other expense, n

Income before income tax
Provision for income taxe

Net income
Less net income attributable to noncontrolling iegts

Net income available to Discovery Communications, ktockholder

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

Basic
Diluted

Weighted average shares outstand
Basic

Diluted

The accompanying notes are an integral part oktheasolidated financial statements.
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Three Months Ended March 31,

2011

48C
392
79

951

(129

27¢
26¢
30
1

444

(146

&

507

(49
@)

451

30%

30%

0.7%

0.74

40¢

414

2010
(recast)

$  44E
34¢
76

86¢
267
284

42t
42¢
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DISCOVERY COMMUNICATIONS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited; in millions)

Operating Activities
Net income

Adjustments to reconcile net income to cash praVicle operating activities

Content expens

Stocl-based compensatic

Depreciation and amortizatic

Gains on disposition

Deferred income taxe

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
Business acquisitions, net of cash acqu
Investments in and advances to equity inves
Other investing activities, ni

Cash used in investing activiti

Financing Activities

Principal repayments of lo-term debt

Principal repayments of capital lease obligati
Repurchases of common stc

Cash distributions to noncontrolling intere
Proceeds from stock option exerci:

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

Cash (used in) provided by financing activit

Effect of exchange rate changes on cash and casvaénts

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, n

Cash received (paid) for taxes, |

Noncash Investing and Financing Transaction
Investment in OWN

Assets acquired under capital lease arrangen

The accompanying notes are an integral part oktheasolidated financial statements.

Three Months Ended March 31,

2011
$ 30¢

18t

(66)
217
1)
7

&)
(70)

(10
(167)

$ 452

2010
$ 17z

18
44
34

(16)
17

42
(170
(100)

(49)
(34)
12€

(12)
(39
(19)

(65)
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Beginning balanc
Comprehensive incom
Net income
Other comprehensive income (los
Foreign currency translation
adjustments, ne
Market value adjustments and
reclassifications for securities
and derivative:
Total comprehensive incon
Stocl-based compensatic
Excess tax benefits from stock-baset
compensatiol
Issuance of common stock in
connection with stoc-based plan
Repurchases of common stc
Cash distributions to noncontrolling
interests

Ending balanc

DISCOVERY COMMUNICATIONS, INC.

CONSOLIDATED STATEMENTS OF EQUITY

(unaudited; in millions)

Three Months Ended March 31, 2011

Three Months Ended March 31, 2010

Noncontrolling

Noncontrolling

Discovery Discovery
Stockholders Interests Total Equity Stockholders Interests Total Equity
$ 6,22¢ $ 8 $ 6,23 $ 6,197 $ 23 $ 6,22
30¢% — 30¢ 16¢ 4 17%
17 — 17 (20) — (20)
— — — 1 — 1
322 — 322 15C 4 154
14 — 14 8 — 8
4 — 4 1 — 1
10 — 10 9 — 9
(167) — (167) — — —
— Q) Q) — @ @
$ 6,40¢ $ 3 $ 6,411 $ 6,36F $ 25 $ 6,39

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

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 operatéiwersified portfolio of website
properties and other digital media services. Then@any also develops and sells curriculum-baseduystedand services, as well as
postproduction audio services. The Company classifs operations in three segments: U.S. Netwadkssisting principally of domestic
cable and satellite television networks, websies, other digital media services; Internationahideks, consisting primarily of international
cable and satellite television networks and websdad Education and Other, consisting principaflgurriculum-based product and service
offerings and postproduction audio services. Fir@maformation for Discovery’s reportable segmeistset forth in Note 14.

Basis of Presentation

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

Changes in Basis of Presentation — Recast

The Companys results of operations for the three months endaah 31, 2010 have been recast to reclassifyebelts of operations
Antenna Audio Limited (“Antenna Audio”) as discamtied operations (Note 2).

Unaudited Interim Financial Statements

These consolidated financial statements have begraped in accordance with U.S. generally accegptedunting principles (“GAAP”)
applicable to interim financial information and ihe instructions to Form 10-Q and Article 10 @fgRlation S-X. Accordingly, they do not
include all of the information and notes requirgd@AAP for complete financial statements. Thesesotidated financial statements are
unaudited; however, in the opinion of manageméatly reflect all adjustments, consisting of thosa abrmal recurring nature, necessary to
present fairly the financial position, results giesations, and cash flows for the periods preseintednformity with GAAP applicable to
interim periods. The results of operations forititerim periods presented are not necessarily atidie of results for the full year or future
periods. These consolidated financial statemertsldibe read in conjunction with the audited coiasded financial statements and notes
thereto included in Discovery’s Annual Report onRd.0-K for the year ended December 31, 2010 (8840 Form 10-K”).

Use of Estimates

The preparation of financial statements in accordamith GAAP requires management to make estimptédgments, and assumptions
that affect the amounts and disclosures reportéiaeiconsolidated financial statements and accoyipgmotes. Management continually
evaluates its estimates, judgments, and assum@imhmanagement’s assessments could change. Aesudts may differ from those
estimates and could have a material impact ondhedtidated financial statements.

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

Accounting and Reporting Pronouncements Adopted
Fair Value Measurements

In January 2010, the Financial Accounting StandBalsrd (“FASB”) issued guidance that requires adddl disclosures about
recurring and nonrecurring fair value measurementtyding significant transfers into and out ofvieé1 and Level 2 of the fair value
measurement hierarchy, and separately presentiogriation regarding purchases, sales, issuancdsseaitiements in the reconciliation of
Level 3 fair value measurements. The Company paisedy adopted the new guidance effective JandaB010,
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

except for Level 3 reconciliation disclosures, whieas effective for the Company on January 1, 20b#&. adoption of the new guidance did
not impact the Company’s consolidated financiatesteents.

Revenue Recognition for Multip-Element Revenue Arrangements

In October 2009, the FASB issued guidance thatgégihe determination of when the individual detd@es included in a multiple-
element revenue arrangement may be treated asatepaits of accounting, modified the manner inalitthe arrangement consideration is
allocated across the separately identified deliMess and expanded the disclosures required fdtipteselement revenue arrangements.
Under the new guidance, the Company must allob&t@trangement consideration to each deliveraldedhan management’s estimate of the
price at which each element would be separatety isfdir value is not available. The Company pesjvely adopted the new guidance
effective January 1, 2011, which did not have aematimpact on its consolidated financial stateteen

Concentrations Risk
Receivable:

The Company'’s trade receivables do not repressiginéficant concentration of credit risk as of Ma@1, 2011 due to the wide variety
of customers and markets in which the Company égeiand their dispersion across many geographés amed industries.

Financial Institutions

Cash and cash equivalents are maintained with alefiieancial institutions. The Company has depds#lsl with banks that exceed the
amount of insurance provided on such deposits. @#nethese deposits may be redeemed upon denrahdra maintained with financial
institutions of reputable credit and, thereforeartminimal credit risk.

Lender Counterpartie:

The risk associated with a debt transaction istthetounterparty will not be available to fundofidigated 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 counmtarty at a higher cost or may be unable to fisditable replacement. Typically, the
Company seeks to manage these exposures by camgraith experienced large financial institutiomsdamonitoring the credit quality of its
lenders. As of March 31, 2011, the Company didambicipate nonperformance by any of its counteigsurt

NOTE 2. ACQUISITIONS AND DISPOSITIONS
Acquisitions
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 facility has meiacluded in the Company’s operating results stheedate of acquisition.

Dispositions
Discovery Health Networl

On January 1, 2011, the Company contributed theedtmDiscovery Health network to OWN LLC in contien with the launch of
OWN: Oprah Winfrey Network (“OWN?”), which resulted a pretax gain of $129 million (Note 3). As theripany continues to be involved
in the operations of the Discovery Health netwdnotigh its ownership interests in OWN LLC, the Camp has not presented the financial
position, results of operations, and cash flowthefDiscovery Health network as discontinued openat

Antenna Audio Limited

On September 1, 2010, the Company sold AntennacAudiich was a component of its International Nekssegment. Antenna
Audio’s operating results for the three months enldiarch 31, 2010 have been reclassified as diswoedi operations on the Consolidated
Statements of Operations. For the three monthsdeMidech 31, 2010, Antenna Audio’s revenues, incbefere income taxes, and net
income were $10 million, zero, and zero, respebtive
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

NOTE 3. VARIABLE INTEREST ENTITIES

In the normal course of business, the Company &im# joint ventures or makes investments withitess partners that support its
underlying business strategy and provide it thétalo enter new markets to expand the reachsolbiands, to develop new programming,
to distribute its existing content. In certain arstes, a joint venture or an entity in which thenpany makes an investment may qualify as a
VIE. As of March 31, 2011 and December 31, 2018,Gompany’s investments in entities determinedet®’lies primarily consisted of Hub
Television Networks LLC and OWN LLC, which are 50{oint ventures that operate pay-television nekwomrhe Company previously had
ownership interests in various joint ventures vVBBIC Worldwide (the “BBC”") that were VIEs, substaaily all of which were consolidated.
On November 12, 2010, the Company acquired the BB@érests in substantially all of these jointtveas and now wholly owns these
entities. The Company determined that it was tlivagmy beneficiary of the joint ventures with the 8Band therefore, consolidated these
ventures prior to the acquisition.

As of March 31, 2011 and December 31, 2010, the i2my accounted for its interests in substantidlly'Bs using the equity method.
The aggregate carrying values of investments ins\@écounted for using the equity method was $78omand $453 million as of
March 31, 2011 and December 31, 2010, respectiwdlich were recorded in “Investments” on the Coitlstéd Balance Sheets. The
Company recognized equity losses of $10 million $&dhnillion for the three months ended March 311 2@nd 2010, respectively, for its
portion of net losses generated by VIEs accourdedding the equity method, which were recordetDither expense, net” on the
Consolidated Statements of Operations.

The Company’s estimated risk of loss for investrmémtVIEs was approximately $820 million as of MaR1, 2011, which includes the
carrying value of its investments and the unfunpledion of contractual funding commitments to jorentures. Actual amounts funded may
significantly exceed contractual funding commitngeio amounts have been recorded for future fundimgmitments. The estimated risk of
loss excludes the Company’s operating performaneeagtee to Hub Television Networks LLC disclosetbty.

Hub Television Networks LLC

Hub Television Networks LLC operates The Hub, whgh pay-television network that provides childseend family entertainment
and educational programming. The Company providegdint venture with funding and services suchiagibution, sales, and
administrative support. Based upon the level oftgqnvestment at risk, the Company has determihatithe joint venture is a VIE. The jo
venture partners share equally in voting contrehvall as the profits, losses, and funding of tietjventure. The Company has determined
that it is not the primary beneficiary of The Hudchuse it does not control the activities thatnaost significant to the joint venture’s
operating performance and success. AccordinglyCthapany accounts for its investment in The Hubgigie equity method.

The Company has guaranteed a certain level of tipgnaerformance for the joint venture, which idweed over time as performance
targets are achieved. As of March 31, 2011, theahgimg maximum exposure to loss under this perfoweagguarantee was below $200
million. The Company believes the likelihood is @mthat the performance guarantee will not beeagd and, therefore, will not have a
material adverse impact on the Comparfynancial position, operating results, or casiwl. Accordingly, the fair value of the guaranteet
March 31, 2011 was not material. The Company is etsnmitted to fund up to $15 million to the jougnture, none of which has been
funded through March 31, 2011.

The carrying value of the Company’s investmentlie Hub was $342 million and $344 million as of MaB1, 2011 and December 31,
2010, respectively.

OWN LLC

OWN LLC operates OWN, which is a pay-televisionwmt and website that provides adult lifestyle emtfocused on self-discovery
and self-improvement that was launched on Janua2®111. In connection with the launch of OWN, then@pany contributed the domestic
Discovery Health network to the joint venture, whincluded goodwill and other identifiable assetthwarrying values of $136 million and
$8 million, respectively. The Company recordeddbetribution at fair value, which resulted in atpregain of $129 million. The fair value
the Company'’s retained equity interest in OWN watingated at $273 million. The gain represents éievialue of the equity investment
retained less the carrying values of contributextss The gain resulted in $27 million of tax exgeen

The fair value of the contribution of the Discovétgalth network to OWN was determined utilizing tousary valuation methodologies
including discounted cash flows. The underlyinguagstions were generally not observable in the ntptaee, and
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

therefore, involved significant judgment. The faalue inputs include judgments about future cagivg| weighted average costs of capital,
long-term growth rates, marketplace valuation matthagies, market comparable transactions, and phedti Given the early stage of OWN's
operations compared with its logrm business plan, there is a reasonable posgithitit results may vary from these initial assuiomns. The
Company will monitor the valuation of its investnt®im accordance with GAAP, which would requirei@pairment charge be recorded if
there is an other-than-temporary decline in value.

The contribution did not impact the Company’s ovehép interest, voting control, or governance riglelated to OWN. The Company
no longer consolidates the domestic Discovery Headtwork subsequent to the contribution, which wasmponent of its U.S. Networks
segment.

Based upon the level of equity investment at ttisk, Company has determined that OWN is a VIE. &gadmt venture partners share
equally in voting control and Harpo Inc. (“Harpdidlds certain operational rights, the Company tesrdnined that it does not meet the
control requirements to consolidate the joint veatéccordingly, the Company accounts for its inent in OWN using the equity method.
Following the contribution, net losses generate®byN are allocated to both joint venture partnexsda on their proportionate ownership
interests, which are 50-50. Previously, the Compaggnized 100% of OWN'’s net losses. Future rerime generated by OWN wiill
initially be allocated 100% to the Company up te &mount of pre-launch net losses recognized. AfeeCompany has recouped its losses,
any excess net income will be allocated to bothtjeenture partners based on their proportionateeoship interests.

The Company provides the joint venture funding s@ivices such as distribution, licensing, saled,aministrative support. The
Company has assumed all funding requirementsallyiticash distributions will be made by OWN to thempany to repay funding then due.
Following repayment of funding then due, subsequash distributions made by OWN will be shared égumetween the Company and
Harpo.

Pursuant to the joint venture agreement, Harpdahesght to require Discovery to purchase itsries¢in OWN every two and one half
years commencing on January 1, 2016. The put agnaegt provides that the Company would purchased’s interests at fair market value
up to a maximum put amount. The maximum put amauatrange from $100 million on the first put exseecdate up to $400 million on the
fourth put exercise date. No amounts have beendeddor the put right.

As of March 31, 2011, the Company has funded $2ill&mto OWN, including interest accrued on outsdang borrowings. The
Company expects to provide significant additionsding to OWN and expects to recoup amounts funtled.carrying value of the
Company'’s investment in OWN was $372 million an@ $aillion as of March 31, 2011 and December 31, R20&spectively.

NOTE 4. FAIR VALUE MEASUREMENTS

The Company records certain assets and liabibtiégir value. Fair value measurements are clasksdccording to the following three-
level fair value hierarchy established by the FASB.

Level 1 — measurements based on observable inputs such tslquaes for identical instruments in active nedsk

Level 2 — measurements based on inputs such as quoted fmicgsnilar instruments in active markets; quotedgs for
identical or similar instruments in markets thag aot active; or other inputs that are observabl=an be corroborated
by observable market data for the assets or lisil

Level 2 — measurements based on valuations derived frommireakie and other valuation techniques in whick onmore
significant inputs or significant value drivers am@observable
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DISCOVERY COMMUNICATIONS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

Assets and liabilities measured at fair value oacarrring basis consisted of the following (in moifis).

As of March 31, 2011

Category Balance Sheet Location Level 1 Level 2 Level 3 Total
Trading securities
Mutual funds Prepaid expenses and other current
asset: $ 74 $— $— $ 74
Available-for-sale securities
Money market mutual func Cash and cash equivalel 13C — — 13C
U.S. Treasury securitie Cash and cash equivalel — 75 — 75
Other Prepaid expenses and other current
asset: — 2 — 2
Other Prepaid expenses and other current
asset: — 1 — 1
Total asset $204 $ 78 $— $282
Liabilities:
Deferred compensation pl: Accrued liabilities $ 714 $— $— $ 74
Other Other current liabilitie — — 1
Total liabilities $ 74 $— $ $ 75
As of December 31, 2010
Category Balance Sheet Location Level 1 Level 2 Level 3 Total
Trading securities
Mutual funds Prepaid expenses and other current
asset: $ 55 $— $— $ 55
Available-for-sale securities
Money market mutual func Cash and cash equivalel 17z — — 17z
U.S. Treasury securitie Cash and cash equivalel — 20C — 20C
Other Cash and cash equivalel — 3 — 3
Total asset $227  $20% $— $43C
Liabilities:
Deferred compensation pl: Accrued liabilities $ 55 $— $— $ 55
Other Accrued liabilities and Other current
liabilities — 6 — 6
Total liabilities $55 $ 6 $— $ 61

Trading securities are comprised of investmentautual funds held in a separate trust, which areealias part of the Company’s
deferred compensation plan. The fair value of Lavighding securities was determined by refereadba quoted market price per unit in
active markets multiplied by the number of unittdheithout consideration of transaction costs. Taievalue of the related deferred
compensation plan liability was determined basetherfair value of the related investments eletigemployees.

Available-for-sale securities represent investméntsghly liquid instruments with original matugs of 90 days or less. The fair value
of Level 1 available-for-sale securities was detead by reference to the quoted market price pérmiiactive markets multiplied by the
number of units held without consideration of ti@et®n costs. The fair value of substantially athitable-for-sale securities classified in
Level 2 was based on quoted prices for similarimsents in active markets multiplied by the numiseunits held without consideration of
transaction costs.

In addition to the financial instruments listedfie tables above, the Company holds other finanmséluments, including cash, accot
receivable, accounts payable, and debt. The carmatues for cash, accounts receivable, and ace@ayable approximated their fair values.
The estimated fair value of the Company’s outstagdiebt was $3.7 billion as of March 31, 2011 aeddénber 31, 2010, which was
determined using quoted market prices.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)
NOTE 5. CONTENT RIGHTS
Content rights consisted of the following (in nultis).
As of As of
March 31, December 31
2011 2010
Produced content right
Completec $ 2,02¢ $ 1,96:
In-production 26¢ 22¢
Coproduced content right
Completec 474 44¢€
In-production 86 76
Licensed content right
Acquired 32¢ 297
Prepaid 16 19
Content rights, at co: 3,19¢ 3,03(
Accumulated amortizatio (1,83 (1,702
Total content rights, n¢ 1,36¢ 1,32¢
Less: current portio 84 83
Noncurrent portiol $ 1,28( $ 1,24t

Content expense was $185 million and $184 millmnthie three months ended March 31, 2011 and 2@&pectively.

NOTE 6. DEBT
Outstanding debt consisted of the following (inlioiis).

As of As of
March 31, December 31

2011 2010
3.70% Senior Notes, se-annual interest, due June 2( $ 85C $ 85C
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(C 85(
Capital lease and other obligatic 12C 12¢€
Total lon¢-term debt 3,62( 3,62¢
Unamortized discour (8) (8
Long-term debt, ne 3,612 3,61¢
Less current portion of lo-term debi 21 20
Noncurrent portion of lor-term deb: $ 3,591 $ 3,59¢

In addition to the debt instruments listed in thlelé above, the Company also has access to a0 tevolving credit facility. There
were no amounts drawn under the revolving creditifa as of March 31, 2011 and December 31, 20flthe Company were to draw on the
revolving credit facility, outstanding balances Wbhbear interest at a variable rate determinedyauntsto the lending agreement. Balances
outstanding under the revolving credit facility idbe due on the expiration date, which is Octdder2013.

The Company was in compliance with all covenantsmmovisions and there were no events of defaultf &arch 31, 2011 and
December 31, 2010.
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NOTE 7. EQUITY
Stock Repurchase Program

On August 3, 2010, the Company implemented a stegirchase program, pursuant to which it is auledrto purchase up to $1.0
billion of its common stock. The repurchase progdoas not have an expiration date. During the threeths ended March 31, 2011, the
Company repurchased 4.73 million shares of itseSeCi common stock for an aggregate purchase @ri&&6d million through open market
transactions. The repurchases were funded usitigacabkand. As of March 31, 2011, the Company hathieing authorization of $728
million for future repurchases of its common stotke stock repurchases were recorded in a separed®nt at cost, which was reported as a
reduction in equity.

NOTE 8. STOCK-BASED COMPENSATION

The Company has various incentive plans under wiidchawards, stock options, performance basedaet=t stock units (“PRSUS"),
time based restricted stock units (“RSUSs”), andalst@ppreciation rights (“SARs”) have been issudte Tompany does not intend to grant
additional unit awards and SARs, which are castlesgtexcept as may be required by contract omtpleyees in countries in which stock
options, PRSUs, or RSUs are not permitted. Thekdtased award arrangements, including vesting andce requirements, of awards
granted during the three months ended March 311 28&te consistent with the arrangements disclasélel 2010 Form 10-K.

Stock-Based Compensation Expense
Stock-based compensation expense was as followsil{ions).

Three Months Ended March 31,

2011 2010
Unit awards $ 3 $ 24
Stock options 10 7
PRSUs and RSL 4 1
Other — 12
Total stocl-based compensation expel $ 17 $ 44
Tax benefit recognize $ (6) $ 15)

Compensation expense for all awards was recordésiiting, general and administrative” expensetm €onsolidated Statements of
Operations. As of March 31, 2011 and December 8102the Company recorded total liabilities of $6illion and $125 million,
respectively, for cash-settled awards.
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Stock-Based Award Activity
Unit Awards

Unit award activity for the three months ended MiaBad, 2011 was as follows (in millions, except wgar

Weighted-Average Aggregate
Remaining
Unit Contractual Term Intrinsic
Awards (years) Value
Outstanding as of December 31, 2( 8.E 0.7¢ $ 19¢
Granted -
Settled 2.7 $ 66
Forfeited —
Outstanding as of March 31, 20 8.4 1.2¢ $ 112
Vested and expected to vest as of March 31, . 7.S 1.2t $ 10€
Vested and unpaid as of March 31, 2| 0.6 = $ 23

Unit awards represent the contingent right to rexai cash payment for the amount by which the mggtiice exceeds the grant price.
The weighted-average grant price of unit awardstgehduring the three months ended March 31, 2l $41.17 per unit award. Because
unit awards are cash-settled, the Company remeathedair value and compensation expense of auistg unit awards as of the last day of
the most recent fiscal period, until settlemente Weightedaverage fair value of unit awards outstanding addafch 31, 2011 was $16.17 |
unit award. The Company made cash payments tot&é6gmillion and $39 million during the three mositnded March 31, 2011 and 2010,
respectively, to settle vested unit awards. As afdit 31, 2011, there was $69 million of unrecogthizempensation cost, net of estimated
forfeitures, related to unit awards, which is expddo be recognized over a weighted-average pefi@dL7 years.

Stock Options
Stock option activity for the three months endeddha31, 2011 was as follows (in millions, excepangs.
Weighted-Average Aggregate
Remaining

Stock Contractual Term Intrinsic

Options (years) Value
Outstanding as of December 31, 2( 15.7 5.21 $ 35C
Granted 1.1
Exercisec (0.6) $ 15
Forfeited 0.2
Outstanding as of March 31, 20 16.C 5.22 $ 307
Vested and expected to vest as of March 31, . 15.5 5.3C $ 301
Exercisable as of March 31, 20 5.7 4.4¢ $ 131

The weighted-average exercise price and weightedage grant date fair value of stock options grhdiging the three months ended
March 31, 2011 was $38.91 and $14.43, respectipelypption. The Company received cash paymerdafirtgt$10 million and $9 million
during the three months ended March 31, 2011 ad@,2@spectively, from the exercise of stock opioks of March 31, 2011, there was !
million of unrecognized compensation cost, netqfexted forfeitures, related to stock options, Wwhicexpected to be recognized over a
weighted-average period of 1.87 years.
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PRSUs and RSU
PRSU and RSU activity for the three months endedc&1, 2011 was as follows (in millions, excepans.

PRSUSs anc Weighted-Average Aggregate
Remaining
Contractual Term Fair
RSUs (years) Value

Outstanding as of December 31, 2( 1.t 2.2¢ $ 61
Granted 1.C
Convertec — $ —
Forfeited —
Outstanding as of March 31, 20 2.E 2.52 $ 96
Vested and expected to vest as of March 31, . 2.C 2.5C $ 81

PRSUs represent the contingent right to receiveeshaf the Company’s Series A common stock basembotinuous service and
whether the Company achieves certain operatingppagnce targets. During the three months endediM2it¢c2011, the Company granted
0.7 million PRSUs with a weighted-average granedair value of $38.76 per PRSU. As of March 311 2Ghere was $37 million of
unrecognized compensation cost, net of expectdelitiores, related to PRSUs, which is expected teebegnized over a weighted-average
period of 2.25 years based on the Company'’s cuagsgssment of the PRSUs that will vest, which diffgr from actual results.

RSUs represent the contingent right to receiveeshaf the Company’s Series A common stock basambotinuous service. During the
three months ended March 31, 2011, the Companyegtd@h3 million RSUs with a weighted-average gdate fair value of $38.81 per RSU.
As of March 31, 2011, there was $19 million of wugnized compensation cost, net of expected farkst related to RSUs, which is
expected to be recognized over a weighted-averagedoof 3.05 years.

SARs

There were immaterial amounts of SARs outstandigfMarch 31, 2011 and December 31, 2010. The @osnmade cash payments
totaling zero and $8 million during the three ma¢imded March 31, 2011 and 2010, respectivel\etttesexercised SARs.

NOTE 9. INCOME TAXES

The Company’s tax provision and effective tax ratze $146 million and 32%, respectively, for theethmonths ended March 31,
2011. The effective tax rate differed from the Uekleral statutory income tax rate of 35% prindipbkcause the Company did not record a
deferred tax liability of $21 million with respeizt the portion of the outside basis in the OWN fei@nture attributable to the nondeductible
goodwill contributed to OWN (Note 3) and productiactivity deductions, which were partially offsgt ftate taxes.

The Company’s income tax provision and effectivertgte were $47 million and 21%, respectively,tfer three months ended
March 31, 2010. The effective tax rate differedhirthe U.S. federal statutory income tax rate of 3f&f primarily to the reversal of a $28
million previously established foreign tax resergeorded in connection with the completion of adaxrlit and production activity deductions,
which were partially offset by state taxes.

The Company was recently notified by the Internev&wue Service (IRS”) that its 2009 and 2008 ctidated federal income tax
returns will be examined. With few exceptions, @@mpany is no longer subject to audit by the IR&estax authorities, or foreign tax
authorities for years prior to 2006. Certain of @@mpany’s subsidiaries are currently under exatiundor the 2006 tax year. The Company
does not expect any material adjustments.
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NOTE 10. NET INCOME PER SHARE

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

Three Months Ended March 31,

2011 2010
(recast)
Numerator:
Net income $ 30t $ 172
Less net income attributable to noncontrolling iegts — 4
Net income available to Discovery Communications,
stockholder< basic and dilute: $ 30t $ 16¢
Denominator:
Weighted average shares outstan— basic 40¢ 42¢
Weighted average dilutive effect of equity awa 5 4
Weighted average shares outstan— diluted 414 42¢
Net Income Per Share:
Net income per share available to Discovery Comugatiuns,
Inc. stockholders
Basic $ 0.7t $ 04cC
Diluted $ 0.74 $ 0.3¢

Basic income per share is calculated by dividingt‘fcome available to Discovery Communications, Btockholders” by the
weighted average number of shares outstandingtddilincome per share adjusts basic income per $brattee dilutive effect for the assum
exercise of outstanding stock options and stodkeseSARS and the vesting of outstanding servige8d&RSUs, using the treasury stock
method. Diluted income per share also adjusts basine per share for the dilutive effect for tisswmed vesting of outstanding PRSUs or
other contingently issuable shares that would saeid under the respective arrangements assumitasthiaay of the most recent fiscal per
was the end of the contingency period.

The weighted average number of shares outstandiripé three months ended March 31, 2011 and 2@ilGded the Company’s
outstanding Series A, Series B, and Series C conshares, as well as its outstanding Series A andsS€ convertible preferred shares. All
series of the Company’s common and preferred sheees included in the weighted average number afeshoutstanding when calculating
both basic and diluted income per share as theeholideach common and preferred series legallygigates equally in any per share
distributions.

Diluted income per share for the three months emdaath 31, 2011 and 2010 excluded three million e million, respectively,
options, PRSUs, and contingently issuable prefeshedles because their inclusion would have beérdantive or specific criteria had not y
been achieved.
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NOTE 11. SUPPLEMENTAL DISCLOSURES
Other Expense, Net
Other expense, net consisted of the following (illians).
Three Months Ended March 31,
2011 2010
(recast)
Loss from equity investee $ 13 $ @)
Other, ne’ 4 3
Total other expense, n $ ) $ 4

NOTE 12. 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 merslvého served as directors of DIRECTV through Jue2010, 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 reduceslvating 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 theey member resigning from the DIRECTV board, teamions with DIRECTV after
June 16, 2010 are not reported as related pargdcéions. Revenues from transactions with DIRE@#®ve $54 million, or 6% of total
revenues, for the three months ended March 31,.204fenses from transactions with DIRECTV werematerial for the three months
ended March 31, 2010.

Discovery’s Board also includes three members veneesas directors of Liberty Global, Inc. (“Libe®iobal”), including Dr. Malone,
who is Chairman of the Board of Liberty Global, ahcee members who serve as directors of LibertgdimM€orporation (“Liberty Media”),
also including Dr. Malone, the Chairman of the Rbaf Liberty Media. Dr. Malone beneficially ownsasbks representing approximately 42%
of the aggregate voting power of Liberty Global &4d6 of the aggregate voting power of Liberty Media

Revenues from transactions with both Liberty Glddrad Liberty Media totaled $9 million, or 1% ofabtevenues, and $7 million, or
1% of total revenues, for the three months endertMal, 2011 and 2010, respectively. Expenses fransactions with both Liberty Global
and Liberty Media for three months ended MarchZ81,1 and 2010 were not material. The Company’s éRedbles, net” balances included
insignificant amounts due from both Liberty Glolhald Liberty Media as of March 31, 2011 and Decen3fie2010.

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

Transactions with AMC on and subsequent to Jan2By2010 have been reported as related party thosa as a result of Dr. Malone
joining AMC'’s board. Operating expenses from transactionsAWE were $4 million, or 1% of total operating exges, and $10 million,
2% of total operating expenses, for the three nwatided March 31, 2011 and 2010, respectively.taymlances for the periods ended
March 31, 2011 and December 31, 2010 and revemnoestfansactions with AMC for the three months ehifiarch 31, 2011 and 2010 were
not material.
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Dr. Malone serves as a director on Discovery’s t@ad owns shares representing approximately 23%tecdggregate 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 Partnerstsmbabeen converted into shares of Discovery’smmomstock.

As a result of this common directorship and ownigrsihansactions with Liberty Global, Liberty Medi&@MC, their respective
subsidiaries and equity method investees, andIRECTYV through June 2010, have been considerede@lparty transactions. The
majority of the amounts received under contracamaingements with DIRECTV, Liberty Global, and LityeMedia entities relate to multi-
year network distribution arrangements and netvgeriices. Revenues under these arrangements irertundeal rate increases and are b
on the number of subscribers receiving the relptedramming. AMC provides services, such as stdallplink, systems integration,
origination, and postproduction to Discovery.

Other Related Parties

Other related parties primarily include unconsdhdbinvestees accounted for using the equity metheatliding unconsolidated VIEs
described in Note 3. The Company provides equitthotkinvestees with content and services suchsashdition, licensing, sales, and
administrative support. Revenues from servicesigeal/to other related parties were $21 million3%# of total revenues, and $9 million, or
1% of total revenues, for the three months endectMal, 2011 and 2010, respectively. Expenses fenvices acquired from other related
parties were $4 million, or 1% of total operatingpenses, and $3 million, or 1% of total operatirgenses for the three months ended
March 31, 2011 and 2010, respectively. The Compatfyeceivables, net” balances include $15 milliad &9 million due from the
Company’s other related parties as of March 311201d December 31, 2010, respectively. The Compdi@ther noncurrent assetsalance
includes notes receivable, net of earnings ane#oabsorbed from equity method investees. See Notefurther discussion.

NOTE 13. COMMITMENTS, CONTINGENCIES, AND GUARANTEES
Commitments

In the normal course of business, the Company &y various commitments for the purchase of gawdservices or that would
require the Company to make payments or providdifignin the event certain circumstances occur. Chepany’s commitments primarily
include arrangements for the purchase of programmai talent, operating and capital lease arrangenfer the use of equipment and
facilities, employment contracts, sponsorship cotmants, arrangements to purchase various goodsamites consumed in the normal
course of business, future funding commitmentsittt ventures (Note 3), and the obligation to isadditional preferred shares under the
anti-dilution provisions of its outstanding prefirstock if certain conditions are met. Most oliliyas are payable over several years.

Contingencies
Put Right

Harpo has the right to require the Company to pasehts interest in OWN at various dates (Noté&®)amounts have been recorded
the put right.

Legal Matters

In the normal course of business, the Company éqpegs routine claims and legal proceedings.thésopinion of the Company’s
management, based on information available atithis, that none of the current claims and procegslimill have a material adverse effect
the Company’s consolidated financial position, hessof operations, or cash flows.

Guarantees

The Company has guaranteed a certain level of tipgnaerformance for The Hub joint venture (NoteaBj payment under certain
contracts of joint ventures. There were no matemabunts for guarantees to joint ventures recoageaf March 31, 2011 and December 31,
2010.
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The Company may provide or receive indemnitiesnidésl to allocate certain risks associated withagehiusiness transactions.
Similarly, the Company may remain contingently leafor certain obligations of a business that hesnbdivested in the event that a third
party does not fulfill its obligations under an @mnification obligation. The Company records ailigbfor its indemnification obligations
and other contingent liabilities when probable théitbility has been incurred. There were no niatamounts for indemnifications and other
contingencies recorded as of March 31, 2011 aneéibber 31, 2010.

NOTE 14. REPORTABLE SEGMENTS

The Company’s reportable segments are determingztan (i) financial information reviewed by itsefhoperating decision maker
(“CODM"), the Chief Executive Officer, (ii) interhananagement and related reporting structure, @ipthe 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 periods qamted.

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) da@pt®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 eachesegThe 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 mdasanalyze the operating performance of eacimeergagainst historical data. The
Company excludes mark-to-market stdised compensation, exit and restructuring chacgesin impairment charges, and gains (losse
business and asset dispositions from the calculati®\djusted OIBDA due to their volatility or naiecurring nature. The Company also
excludes depreciation of fixed assets and amoidizaif intangible assets and deferred launch ineestas these amounts do not represent
cash payments in the current reporting period. steéjdl OIBDA should be considered in addition to, fita substitute for, operating income,
net income, cash flows provided by operating ati¢isj and other measures of financial performaapented in accordance with GAAP.

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

Revenues by Segment

Three Months Ended March 31,

2011 2010
(recast)
U.S. Networks $ 587 $ 54¢€
International Network 32¢ 28¢
Education and Othe 41 37
Corporate and int-segment elimination — 3
Total revenue $ 951 $ 86¢
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Adjusted OIBDA by Segment
Three Months Ended March 31,
2011 2010
(recast)
U.S. Networks $ 334 $ 29¢
International Network 144 122
Education and Othe 8 5
Corporate and int-segment elimination (59 (59
Total adjusted OIBD# $ 427 $ 36¢

Reconciliation of Total Adjusted OIBDA to Consolidaed Operating Income

Three Months Ended March 31,

2011 2010
(recast)
Total Adjusted OIBDA $ 427 $ 36&
Amortization of deferred launch incentiv (14) (17)
Mark-to-market stoc-based compensatic 4 (36)
Depreciation and amortizatic (30 (33
Restructuring charge (@D} 3
Gains on disposition 12¢ —
Total operating incom $ 507 $ 282
Total Assets by Segment
As of As of
March 31, December 31
2011 2010
U.S. Networks $ 2,53¢ $ 2,21¢
International Network 1,15:% 1,12
Education and Othe 64 74
Corporate and int-segment elimination 7,35¢ 7,60(
Total asset $11,10¢ $ 11,01¢

Total assets allocated to “Corporate” in the tattleve includes the Company’s goodwill balance adittancial information reviewed
by the Company’s CODM does not include an allocatibgoodwill to each reportable segment.

NOTE 15. CONDENSED CONSOLIDATING FINANCIAL STATEMEN TS

Overview

The senior notes outstanding as of March 31, 2@#1Cecember 31, 2010 (Note 6) have been issueddnpiery Communications,
LLC (“DCL"), a wholly-owned subsidiary of the Compg, pursuant to a Registration Statement on Fo@rfiled with the SEC on June 17,
2009 (the “Shelf Registration”). The Company fullyd unconditionally guarantees the senior notemnounsecured basis. The Company,
DCL, and/or Discovery Communications Holding, LLOCH”), a wholly-owned subsidiary of the Companyllectively the “Issuers”)may
issue additional debt securities under the Shalfisation that are fully and unconditionally guateed by the other Issuers.

Set forth below are condensed consolidating fir@rstatements presenting the financial positiosilite of operations, and cash flow:
(i) the Company, (ii) DCH, (iii) DCL, (iv) the noguarantor subsidiaries of DCL on a combined b&¢jghe other non-guarantor subsidiaries
of the Company on a combined basis, and (vi) reiflaations and eliminations necessary to arrivihat
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consolidated financial statement balances for thm@ny. DCL and the non-guarantor subsidiaries©f @re the primary operating
subsidiaries of the Company. DCL primarily includies Discovery Channel and TLC networks in the Ul non-guarantor subsidiaries of
DCL include the Animal Planet network and substliytiall of the Company’s other U.S. and internatibnetworks, education businesses,
and most of the Company’s websites and other digitalia services. The non-guarantor subsidiarid3Qif are whollyewned subsidiaries
DCL with the exception of certain joint venturesiasther equity method investments. DCL is a whollyred subsidiary of DCH. The
Company wholly owns DCH through a 33 1/3% direchevghip interest and a 66 2/3% indirect ownerghigrést through Discovery
Holding Company (“DHC"), a wholly-owned subsidiasf/the Company. DHC is included in the other nomsgntor subsidiaries of the
Company.

Basis of Presentation

Solely for purposes of presenting the condenseddimiating financial statements, investments inGloenpany’s subsidiaries have been
accounted for by their respective parent compamgusie equity method. Accordingly, in the followicondensed consolidating financial
statements the equity method has been appliedl toe(iCompany’s interests in DCH and the other goarantor subsidiaries of the Compe
(i) DCH's interest in DCL, and (iii) DCL’s interés in the non-guarantor subsidiaries of DCL. Irdempany accounts and transactions have
been eliminated to arrive at the consolidated fingrstatement balances for the Company. The Cogipaccounting bases in all
subsidiaries, including goodwill and recognizedgible assets, have been “pushed-down” to thecaybé subsidiaries.

All direct and indirect subsidiaries are includadhie Company’s consolidated U.S. tax return. éndbndensed consolidating financial
statements, tax expense related to permanenteatiffes has been allocated to the entity that créfagedifference while tax expense related to
temporary differences has been allocated to eatitty based on each entity’s pretax income relativeonsolidated pretax income. Deferred
taxes of Discovery, DCL, and the non-guarantor iliddses have been allocated based upon the temypdiféerences between the carrying
amounts of the respective assets and liabilitiesh@fpplicable entities.

The condensed consolidating financial statemerdsldhe read in conjunction with the consolidatedrficial statements of the
Company.
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Condensed Consolidating Balance Sheet
As of March 31, 2011
(unaudited; in millions)

Other Non-
Guarantor
Subsidiaries Reclassification:
Non-Guarantor Discovery
Subsidiaries of of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
ASSETS
Current asset:
Cash and cash equivalel $ — $§— $ 37¢ % 76 $ 4 % — $  45:
Receivables, ne¢ — — 39C 462 13 — 86¢€
Content rights, ne — — 9 75 — — 84
Prepaid expenses and other current a: 1 1 12t 99 1 (1) 22€
Total current asse 1 1 897 713 18 (@D} 1,62¢
Investment in and advances to subsidie 8,772 6,37t  4,47¢ — 6,62¢ (26,257) —
Noncurrent content rights, n — — 57¢ 701 — — 1,28(
Goodwill — — 3,762 2,53¢ — — 6,301
Other noncurrent asse — 20 862 1,02¢ 7 (20 1,89¢
Total asset $ 8,77 $6,39¢ $10,57¢ $ 498: $ 6,65/ $ (26,27) $ 11,10¢
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable and accrued liabilit $ — $— $ 214 % 19¢ $ 6 $ (1) $ 41¢
Current portion of lon-term debt — — 6 15 — — 21
Other current liabilitie: — — 97 117 1 — 21F
Total current liabilities — — 317 331 7 (@D} 654
Long-term debt — — 3,512 79 — — 3,591
Other noncurrent liabilitie — — 372 93 7 (20 452
Inter-company contributions and advances between
Discovery Communications, Inc. and subsidia 2,365 1,74¢ (50) 4,727 1,072 (9,860) —
Equity (deficit) attributable to Discovery Commuaiions,
Inc. 6,406 4,65 6,42¢ (248) 5,56¢ (16,39 6,40¢
Equity and advances attributable to Discovery
Communications, Inc 8,77: 6,39¢ 6,37¢ 4,47¢ 6,64( (26,255 6,40¢
Noncontrolling interest — — — — — 3 3
Total equity 8,77: 6,39¢ 6,37 4,47¢ 6,64( (26,257) 6,411
Total liabilities and equit $ 8,77 $6,39¢ $10,57¢ $ 498 $ 6,65¢ $ (26,27) $ 11,10¢
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Condensed Consolidating Balance Sheet
As of December 31, 2010

ASSETS
Current asset:
Cash and cash equivalel
Receivables, ne
Content rights, ne
Prepaid expenses and other current a:
Total current asse
Investment in and advances to subsidic
Noncurrent content rights, n
Goodwill
Other noncurrent asse
Total asset

LIABILITIES AND EQUITY

Current liabilities:
Accounts payable and accrued liabilit
Current portion of lon-term debt
Other current liabilitie:

Total current liabilities

Long-term debt

Other noncurrent liabilitie

Inter-company contributions and advances between
Discovery Communications, Inc. and subsidia

Equity (deficit) attributable to Discovery Commuaimons,
Inc.

Equity and advances attributable to Discovery
Communications, Inc

Noncontrolling interest

Total equity

Total liabilities and equit

(unaudited; in millions)

Other Non-
Guarantor
Subsidiaries Reclassification:
Non-Guarantor Discovery
Subsidiaries of of and and

Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
$ — $ — $ 36¢ % 93 $ 4 % — 3 46€
— — 391 47€ 13 — 88C
— — 8 75 — — 83
10¢ 3 108 89 1 1) 30¢€
10¢ 3 873 733 18 (@D} 1,73¢
8,53C 6,091 4,12¢ — 6,48¢ (25,239 —
— — 557 68¢ — — 1,24¢
— — 3,87¢ 2,55¢ — — 6,434
— 12 872 72€ 7 (12) 1,60¢
$ 8,63¢ $6,10¢ $10,307 $ 4,70t $ 6,50¢ $ (25,247 $ 11,01¢
$ — $ — $ 21 $ 26C $ 5 3% 1) % 48C
— — 6 14 — — 20
— 1 121 162 1 — 28t
— 1 34z 43€ 6 1) 78E
— — 3,51¢ 85 — — 3,59¢
— — 36C 47 8 (12) 402
2,414 1,777 (57) 4,702 1,142 (9,979 —
6,225 4,32¢ 6,14¢ (565) 5,352 (15,267) 6,22¢
8,63¢ 6,10t 6,091 4,137 6,49t (25,247 6,22¢
— — — — — 8 8
8,63¢ 6,10¢ 6,091 4,137 6,49¢ (25,239 6,23:
$ 8,63¢ $6,10¢ $10,307 $ 4,708 $ 6,50¢ $ (25,247 $ 11,01¢
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Operations
Three Months Ended March 31, 2011
(unaudited; in millions)

Other Reclassification:
Non-Guarantor  Non-Guarantor Discovery
Subsidiaries of  Subsidiaries of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
Revenue: $ — $ — $ 411 % 524 $ 18 $ 2 $ 951
Cost of revenues, excluding depreciation and
amortization listed beloy — — 96 164 15 2 273
Selling, general and administrati 3 — 83 18C 3 — 26¢
Depreciation and amortizatic — — 10 19 1 — 30
Restructuring charge — — — 1 — — 1
Gains on disposition — — — (129 — — (129
— 18¢ 23t 19 (2) 444
Operating (loss) incom (©)] — 222 28¢ (@)} — 507
Equity in earnings of subsidiari 307 30¢ 192 — 20t (1,017) —
Interest expense, n — — 47 2 — — (49
Other income (expense), r — — 1 (8) — — (7)
Income before income tax 304 30¢ 36¢€ 27¢ 204 (1,019 451
Benefit from (provision for) income tax 1 — (60) (87) — — (146)
Net income available to Discovery Communicatic
Inc. stockholder: $ 30t $ 306 $ 30¢€ $ 192 $ 204 $ (1,012 $ 30t
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Operations
Three Months Ended March 31, 2010
(unaudited; in millions)

Other Reclassification:
Non-Guarantor  Non-Guarantor Discovery
Subsidiaries of  Subsidiaries of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
Revenue: $ — $— $384 % 46¢ $ 17 $ 1 $ 86¢
Cost of revenues, excluding depreciation and azaiitin
listed below — — 10z 151 15 1) 267
Selling, general and administrati 4 — 10z 174 3 — 284
Depreciation and amortizatic — — 12 21 — — 33
Restructuring charge — = — 3 — — 3
4 —  $217 34¢ 18 (1) 587
Operating (loss) incom @4 — 167 12C @ — 282
Equity in earnings of subsidiari 17z 19t 107 — 11t (589) —
Interest expense, n — (30) (27 @ — — (58)
Other (expense) income, r — (4) (4) 4 — — (4)
Income before income tax 16€ 161 24: 12: 114 (589) 22C
Benefit from (provision for) income tax 1 12 (48) (12 — — 47
Net income 16 17: 19t 111 114 (589 172
Less net income attributable to noncontrolling iests — — — 3 — (1) (4)
Net income available to Discovery Communications,
stockholders $ 16C $17:5 $19t $ 10¢ $ 114 $ (590 $ 16¢
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Cash Flows
Three Months Ended March 31, 2011
(unaudited; in millions)

Other
Non-Guarantor  Non-Guarantor Discovery
Subsidiaries of  Subsidiaries of and

Discovery DCH DCL DCL Discovery Eliminations  Subsidiaries
Operating Activities
Cash provided by (used in) operating activi $ 107 $ (6) $25 % 91 $ —  $ — $ 217
Investing Activities
Purchases of property and equipm — — (6) (5) — — (12)
Investments in and advances to equity inves — — — (57) — — (57)
Other investing activities, ni — — — (2 — — (2
Cash used in investing activiti — — (6) (64) — — (70
Financing Activities
Principal repayments of capital leases obligat — — (D) (©)] — — (10
Repurchases of common stc (167 — — — — — (167)
Cash distributions to noncontrolling intere — — — — — 5) 5)
Proceeds from stock option exerci: 14 — — — — — 14
Inter-company contributions and other financing actigitieet 46 6 (14 (43) — 5 —
Cash (used in) provided by financing activit (107) 6 (15 (52 — — (16¢)
Effect of exchange rate changes on cash and casvaénts — — — 8 — — 8
Net change in cash and cash equival — — 4 (@) — — (13
Cash and cash equivalents, beginning of pe — — 36¢ 93 — 46€
Cash and cash equivalents, end of pe $ — $— $37¢ % 76 $ $ — $ 45C
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Cash Flows
Three Months Ended March 31, 2010
(unaudited; in millions)

Other
Non-Guarantor  Non-Guarantor Discovery
Subsidiaries of  Subsidiaries of and

Discovery DCH DCL DCL Discovery Eliminations  Subsidiaries
Operating Activities
Cash (used in) provided by operating activi $ 34 $(19 $31 % 81 $ D % —  $ 12¢
Investing Activities
Purchases of property and equipm — — 3 (15) — — (12
Business acquisitions, net of cash acqu — — — (38) — — (38)
Investments in and advances to equity inves — — (15) — — — (15)
Cash used in investing activiti — — (12 (53 — — (65)
Financing Activities
Principal repayments of lo-term debt — B — — — — 5)
Principal repayments of capital leases obligat — — D 2 — — ©)]
Cash distributions to noncontrolling intere — — — 2 — — 2
Proceeds from stock option exerci: 9 — — — — — 9
Inter-company contributions and other financing actigitieet (43) 24 96 (74) (1) — 2
Cash provided by (used in) financing activit (34 19 95 (78) (D) — 1
Effect of exchange rate changes on cash and casvaénts — — — 6 — — 6
Net change in cash and cash equival — — 114 (44) 2 — 68
Cash and cash equivalents, beginning of pe — — 47€ 144 3 — 623
Cash and cash equivalents, end of pe $ — $— $59C $ 10C $ 1% —  $ 691

27



Table of Contents

ITEM 2.  Managemen’s Discussion and Analysis of Results of Operatiomsmd Financial Condition.

Management’s discussion and analysis of resultgefations 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 developments, results of opesatni
financial condition. Additional context can alsofbend in our Annual Report on Form 10-K for theayended December 31, 2010 (the
“2010 Form 10-K").

CAUTIONARY NOTE CONCERNING FORWARD-LOOKING STATEMEN TS

Certain statements in this Quarterly Report on Fb@a®Q constitute forward-looking statements witthia meaning 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 usexpaht Words such as “anticipates,”
“estimates,” “expects,” “projects,” “intends,” “pia,” “believes,” and words and terms of similar stalmnce 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 assurandeeahexpectation or belief will result or be act&id or accomplished. The following include
some but not all of the factors that could causeadcesults or events to differ materially fronosle anticipated: the inability of advertisers or
affiliates to remit payment to us in a timely manaoeat all; general economic and business conwditimdustry trends, including the timing
of, and spending on, feature film, television, é&ldvision commercial production; spending on ddimesd foreign television advertising,
and foreign firstrun and existing content libraries; the regulatamng competitive environment of the industries irchitwe, and the entities
which we have interests, operate; continued codatidin of the broadband distribution and movie studdustries; uncertainties inherent in
the development of new business lines and busstestegies; financial performance of our joint weas and investments; integration of
acquired operations; uncertainties associated pratiuct and service development and market acceptarcluding the development and
provision of programming for new television andet@immunications technologies; changes in the Wigtan and viewing of television
programming, including the expanded deploymentes§pnal video recorders, video on demand, andnietgrrotocol television, and their
impact on television advertising revenue; rapidtextogical changes; future financial performanneluding availability, terms, and
deployment of capital; fluctuations in foreign amcy exchange rates and political unrest in inteynal markets; the ability of suppliers and
vendors to deliver products, equipment, softwane, services; the outcome of any pending or threatditigation; availability of qualified
personnel; the possibility of an industry-widelstror other job action affecting a major entertaégminindustry union, or the duration of any
existing strike or job action; changes in, or fedlor inability to comply with, government regutats, including, without limitation,
regulations of the Federal Communications Commisaitd adverse outcomes from regulatory proceedatgsiges in the nature of key
strategic relationships with partners and jointtues partners; competitor responses to our prodauraisservices and the products and services
of the entities in which we have interests; threatkterrorist attacks and ongoing military actiorhie Middle East and other parts of the
world; reduced access to capital markets or sicgnifi increases in costs to borrow; and a failusetaure affiliate agreements or renewal of
such agreements on less favorable terms. For additiisk factors, refer to Iltem 1A, “Risk Factdns, our 2010 Form 10-K. These forward-
looking statements and such risks, uncertainties adher factors speak only as of the date of@hiarterly Report and we expressly disclaim
any obligation or undertaking to disseminate angatps or revisions to any forward-looking statenoamtained herein, to reflect any change
in our expectations with regard thereto, or aneptthange in events, conditions or circumstancestoch any such statement is based.

BUSINESS OVERVIEW

We are a global nonfiction media and entertainncentpany that provides programming across multig#&idution platforms
throughout the world. We distribute customized papgming in over 40 languages in the U.S. and o@6r@&her countries and territories. (
global portfolio of networks includes prominenteieiion brands such as Discovery Channel, oneeofittst nonfiction networks and our mi
widely distributed global brand, TLC, Animal Plan8tience Channel, and Investigation Discovery.alge have a diversified portfolio of
websites and other digital media services, devatapsell curriculum-based products and servica$paovide postproduction audio services.

Our objective is to invest in content for our netlsto build viewership, optimize distribution rewe and capture advertising sales,
to create or reposition additional branded chanaedsbusinesses that can sustain long-term growdtoecupy a desired programming niche
with strong consumer appeal. Our strategy is tinopé the distribution, ratings, and profit potehif each of our branded networks. In
addition to growing distribution and advertisingeaue for our branded networks, we are extendimgern distribution across new
distribution platforms, including brand-aligned vgébs, mobile devices, video-on-demand (“VOD”), &mdadband channels, which provide
promotional platforms for our television programigiznd serve as additional outlets for advertisimg) affiliate sales.
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Our content spans genres including science, exmorasurvival, natural history, sustainabilitytbe environment, technology, docu-
series, anthropology, paleontology, history, spacghaeology, health and wellness, engineeringgratdve, lifestyles, forensics, civilization,
and current events. A significant portion of oungmamming tends to be culturally neutral and mastés relevance for an extended period
of time. As a result, a significant amount of oantent translates well across international bordacsis made even more accessible through
extensive use of dubbing and subtitles in locafjleayes, as well as the creation of local programrtaitored to individual 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 o@tv platforms. We own all or most rights to thajonity of our programming and
footage, which enables us to exploit our libraryatanch new brands and services into new market&lguOur programming can be re-
edited and updated in a cost-effective mannerdwige topical versions of subject matter that camtilized around the world.

Our media content is designed to target key audielemographics 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 operatarscdto-home (“DTH") satellite operators, and atleentent 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; Intiwnal Networks, consisting primarily of internati cable and satellite television networks
and websites; and Education and Other, consistingipally of curriculum-based product and servidierings and postproduction audio
services.

U.S. Networks

U.S. Networks generated net revenues of $587 mitliaring the three months ended March 31, 2011chmtepresented 62% of our
total consolidated net revenues. This segment @ndsoperates nine national television networksgipally throughout the U.S., including
prominent television brands such as Discovery CaaAMLC, and Animal Planet. In addition, this segmieas interests in OWN: Oprah
Winfrey Network (“OWN?"), The Hub, and 3net, whicheanetworks operated joint ventures. We accounvdorinterests in the underlying
joint ventures using the equity method of accoug!

On January 1, 2011, we contributed the domesticdvisry Health network to OWN. The contribution iméd affiliate relationships
with cable operators and DTH satellite service fters, content licenses, and website user infomatihe contribution did not impact our
ownership interest, voting control, or governarigats related to OWN. We recorded the contributibfair value, which resulted in a pretax
gain of $129 million. The gain resulted in $27 ioifl of tax expense.

Following the contribution, we no longer consolel#tte domestic Discovery Health network. Additibnahet losses generated by
OWN will be allocated to both joint venture parthéased on their proportionate ownership interegigh are 50-50. Previously, we
recognized 100% of OWN'’s net losses. Future netrimegenerated by OWN will initially be allocatedd®9 to us up to the amount of net
losses previously recognized by us prior to therdmution. After we have recouped our losses, atgess net income will be allocated to b
joint venture partners based on their proportiooataership interest:

U.S. Networks generates revenues primarily frons fdearged to operators who distribute our netwankéch primarily include cable
and DTH satellite service providers, and from atisigrg sold on our television networks, websitex] ather digital media services.
Distribution fees are based on the number of silEs receiving our programming. Distribution reues are recognized net of incentives we
provide to operators in exchange for carrying cetimorks. Incentives typically include cash paymeatsperators (“launch incentives”),
providing the channel to the distributor for free & predetermined length of time, or both. Lauimcientives are capitalized as assets upon
launch of our network by the operator and are aemiton a straight-line basis as a reduction oémere over the term of the contract,
including free periods. Advertising revenues angati@ent upon a number of factors including the remalb subscribers to our channels,
viewership demographics, the popularity of our pangming, and our ability to sell commercial timeespa group of channels. Our U.S.
Networks segment also generates revenues froratdfiind advertising sales representation serfacdhird-party and joint venture netwot
and the licensing of our brands for consumer prtedliuring the three months ended March 31, 20itriloution, advertising, and other
revenues were 47%, 49%, and 4%, respectively taf bet revenues for this segment. The Discovergn@bl, TLC, and Animal Planet
collectively generated 75% of U.S. Networks’ tatat revenues for the three months ended March(11,.2

U.S. Networks’ largest single cost is the costrafggamming, including production costs for origipabgramming. U.S. Networks
amortizes the cost of capitalized content rightsebleon the proportion that current estimated resgibear to the estimated
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remaining total lifetime revenues, which resultither an accelerated method or a straight-linfhatkover the estimated useful lives.

International Networks

International Networks generated net revenues 883$8illion during the three months ended MarchZ11,1, which represented 34%
our total consolidated net revenues. Internatidlevorks consists of national and pan-regionahtsien networks and a portfolio of
websites. International Networks owns and operatgsrtfolio of television networks, led by Discoyé&hannel and Animal Planet, which .
distributed in virtually every pay-television matlke the world through an infrastructure that ird#s operational centers in London,
Singapore, and Miami. This segment has one ofdfgebt international distribution platforms withotto thirteen networks in more than 200
countries and territories around the world. At Magd, 2011, International Networks operated ovér ddique distribution feeds in over 40
languages with channel feeds customized accordit@nguage needs and advertising sales opportsinitie

The International Networks segment continues tayeiinternational expansion in select areas. Fameie, in 2010, we began the
international rollout of TLC as a female-targetéabgl flagship, which has been launched in ovec@@ntries and territories in Europe and
Asia, with additional launches planned. In addition November 12, 2010, we acquired the remain@®g tterest in substantially all of the
international Animal Planet and Liv (formerly Peepl Arts) networks from joint venture partner BB@Kdwide, giving us 100% ownership
of these networks. Previously, these networks wperated as 50-50 joint ventures between us and \BBfldwide. We determined that we
were the primary beneficiary of the joint ventuvath the BBC, and therefore, consolidated theset jeéntures prior to the acquisition. With
this acquisition we wholly own and operate mosbwif international television networks except foriwas channels in Japan and Canada,
which are operated by joint ventures with stratefjjamportant local partners. We anticipate thiérnational expansion will continue to be
an area of focus for the foreseeable future.

Effective January 1, 2011, we realigned our Inttonal Networks reporting structure into the folliogy four regions: Western Europe,
which includes the United Kingdom (“U.K.”) and west European countries; Central and Eastern EuMjsielle East, and Africa
(“CEEMEA"); Latin America; and Asia-Pacific. Previsly, International Networks’ regional operatioeported into the following four
regions: the U.K.; Europe (excluding the U.K.), Miel East, and Africa; Asia-Pacific; and Latin Anmari This realignment did not impact the
Company’s consolidated financial statements oten to change the regions in which we describeparating results for the International
Networks segmen

On September 1, 2010, we sold Antenna Audio Limitdtich was a component of our International Nekg@egment.

On February 17, 2010, we acquired all interestmimiplink facility in London, including its emploge and operations, for a payment of
$35 million. The uplink facility has been includidthe International Networks segment operatingltesince the date of acquisition.

Similar to our U.S. Networks segment, the primayrses of revenues for International Networks assfcharged to operators who
distribute our networks, which primarily includebéa and DTH satellite service providers, and frataeatising sold on our television
networks and websites. Distribution fees are basetthe number of subscribers receiving our progrargrand are recognized net of launch
incentives. International Networks executes a laatibn strategy by offering shared programmindwitS. Networks, customized content,
and localized schedules via our distribution fedulgrnational television markets vary in theirggta of development. Some, notably the U
are more advanced digital multi-channel televisitarkets, while others remain in the analog enviremmvith varying degrees of investment
from operators in expanding channel capacity ovedmg to digital. Advertising revenues are degartdipon a number of factors including
the stage of development of pay television markaismber of subscribers to our channels, viewerdbipographics, the popularity of our
programming, and our ability to sell commercialdimver a group of channels. In developing pay tslew markets, we expect advertising
revenue growth will result from subscriber growdly localization strategy, and the shift of adwenty spending from broadcast to pay
television. In relatively mature markets, such assWrn Europe, the growth dynamic is changing eéased market penetration and
distribution are unlikely to drive rapid growthtinose markets. Instead, growth in advertising salk£ome from increasing viewership and
advertising pricing on our existing pay televisimgtworks and launching new services, either intplgvision or free television environmer
During the three months ended March 31, 2011,ibigton, advertising, and other revenues were 632%, and 4%, respectively, of total |
revenues for this segment.

International Networks’ largest cost is for prograimg. Our International Networks segment maximitesuse of shared programming
from our U.S. Networks segment. Such programmirghared from our U.S. Networks segment or acquhremligh third party production
companies through production, coproduction, omigmearrangements. We also provide local programthiigs tailored to individual market
preferences. International Networks amortizes s of capitalized content rights based on the
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proportion that current estimated revenues betird@stimated remaining total lifetime revenuesctvinesults in either an accelerated me
or a straight-line method over the estimated udefes.

Education and Other

Education and Other generated net revenues of $#fdmauring the three months ended March 31, 2@tHich represented 4% of our
total consolidated net revenues. Our EducationGthér segment is primarily comprised of curriculbased product and service offerings
and postproduction audio services. Our educati@miess generates revenues primarily from subseripttharged to public and private K-12
schools for access to an online VOD service thadtides a suite of curriculum-based tools, professidevelopment services, and to a lesser
extent student assessment and publication of haydoarriculumbased content. Our education business also pat#spn growing corpora
partnerships, global brand, and content licensimgriess with leading non-profits, foundations, ¢radsociations, and Fortune 500
companies. Other businesses primarily include podtgction audio services that are provided to majotion picture studios, independent
producers, broadcast networks, cable channelsyiiglng agencies, and interactive producers.

RESULTS OF OPERATIONS
Changes in Basis of Presentation — Recast

Our results of operations for the three months édarch 31, 2010 have been recast to reclassifyethats of operations of Antenna
Audio as discontinued operations. For the threethmanded March 31, 2010, Antenna Audio’s revenmesme before income taxes, and
net income were $10 million, zero, and zero, respely.

Items Impacting Comparability

Following the contribution of the domestic Discoyétealth network to OWN on January 1, 2011, weormeér consolidate the netwa
The comparability of our results of operations bedw 2011 and 2010 has been impacted by the de@atsmi. Accordingly, the following
table presents the results of operations of thedvisry Health network for the three months endedcM81, 2010 to assist the reader in bt
understanding the changes in our results of omarafior the three months ended March 31, 2011 8ad @n millions).

Three Months Endec

March 31, 2010

Revenues

Distribution $ 4

Advertising 14
Total revenue 18
Costs of revenue 7
Selling, general and administrati 4
Total operating expens 11
Net income $ 7
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Consolidated Results of Operations
Our consolidated results of operation were asfdl@n millions).

% Change
Three Months Ended March 31, Favorable/
2011 2010 (Unfavorable)
(recast)
Revenues

Distribution $ 48C $  44F 8%
Advertising 392 34¢ 13%
Other 79 76 4%
Total revenue 951 86¢ 9%
Costs of revenues, excluding depreciation and anaidn listed belov 273 267 (2)%
Selling, general and administrati 26¢ 284 5%
Depreciation and amortizatic 30 33 9%
Restructuring charge 1 3 67%
Gains on disposition (129 — — %
444 587 24%
Operating incom: 507 282 80%
Interest expense, n (49 (58) 16%
Other expense, n ) 4 (75)%

Income before income tax 451 22C NM

Provision for income taxe (146 (47 NM
Net income 30t 17z 76%

Less net income attributable to noncontrolling iests — 4 NM
Net income available to Discovery Communications, stockholder $ 30E $ 16¢ 80%

NM — not meaningful.

Revenues

Distribution revenues increased $35 million, dril@nrate increases and subscriber growth, whicte\sagmented by a $5 million
benefit from favorable changes in foreign curreegghange rates. The growth in distribution reverwes partially offset by a $4 million

decrease for the effect of no longer consolidatiregDiscovery Health network.

Advertising revenues increased $44 million, whicswattributable to increased pricing and highdost. Advertising revenues also
benefited from $4 million of favorable changesaneign currency exchange rates. These increasespaetially offset by a $14 million

decrease due to the Discovery Health network ngdobeing consolidated.

Other revenues increased $3 million principallaassult of continued growth in subscriptions fotess to our online streaming

service.

Costs of Revenues

Costs of revenues, which consist primarily of cah&xpense, production costs, distribution costd,sales commissions, increased $6
million. The increase in costs of revenues wasaipally related to higher content expense, higldégsscommissions, and changes in foreign
currency exchange rates. Content expense incr&dseullion primarily due to additional content bgiaired as a result of the international
rollout of the TLC network, international expansiamd the continued investment in programming,ebfiy $20 million of lower content
write-offs. Sales commissions increased $4 miltloe to improved advertising sales. The increasests of revenues also includes $4
million of unfavorable changes in foreign curremxchange rates. These increases were partiallgtdfisa $7 million decrease as a result of
no longer consolidating the Discovery Health networ
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Selling, General and Administrativ

Selling, general and administrative expenses, wpititipally comprise employee costs, marketinggagsearch costs, and occupancy
and back office support fees, decreased $15 millible decrease in selling, general and adminisga&kpenses was driven by decreases of
$27 million for stock-based compensation, $3 millfor marketing costs, and $4 million as a restiht@longer consolidating the Discovery
Health network. Stock-based compensation expenseaed due to a decline in outstanding unit anamdsSARs, which are cash-settled
awards, partially offset by an increase in the ¥alue of stock-based awards and an increase inutmdber of outstanding performance based
restricted stock units (“PRSUs") and time basettisted stock units (“RSUs”). Marketing costs wéigher in 2010 due to the launch of the
Life television series.

The decreases were partially offset by higher eygalacosts due to merit based increases in compemsiatcreased costs related to the
international rollout of the TLC network and expiamsin international markets, increased researsisa®lated to obtaining ratings services
for additional networks, and $7 million of unfavbla changes in foreign currency exchange rates.

Depreciation and Amortizatiol

Depreciation and amortization expense decreasexil$8n due to lower asset balances as a resuedhin assets becoming fully
depreciated in prior periods.

Restructuring Charge:

We incurred restructuring charges of $1 million &3dmillion for the three months ended March 311, 28nd 2010, respectively,
primarily related to various employee terminatiansl other exit activities.

Gains on Dispositions

In connection with the contribution of the Discoyétealth network to OWN on January 1, 2011, we réed a pretax gain of $129
million, which represents the fair value of thedstment retained less the book basis of contribasgsets.

Interest Expense, Ne

Interest expense, net decreased $9 million fottthee months ended March 31, 2011, which was didyea decrease in interest expe
related to interest rate swaps. For the three nscended March 31, 2011 and 2010, we incurred zeddba4 million of interest expense
related to interest rate swaps. The interest expeiated to swaps for the three months ended MzkcB010 was due to changes in
designation and interest rates. During 2010, mbstininterest rate swaps either matured in 201@ere settled prior to maturity as a result
of refinancing most of our debt in June 2010.

Other Expense, Net
Other expense, net consisted of the following (ilians).

Three Months Ended March 31,

— o011 2010

(recast)
Loss from equity investee $ (11 $ (@
Other, ne 4 3
Total other expense, n $ ) $ @

The increase in losses from equity method investsneas primarily attributable to higher sellingngeal and administrative costs
incurred by OWN in connection with its launch omdary 1, 2011. The increase in selling, generalaamdinistrative expenses incurred by
OWN was partially offset by changing the proportaffOWN's losses we recognize from 100% prior t® lduunch period to 50% subsequent
to the launch.

Provision for Income Taxe:!

Our tax provision and effective tax rate were $tdlion and 32%, respectively, for the three morghsled March 31, 2011. The
effective tax rate differed from the U.S. fedetalstory income tax rate of 35% principally becawsedid not record a deferred
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tax liability of $21 million with respect to the gimn of the outside basis in the OWN joint ventati&ibutable to the nondeductible goodwill
contributed to OWN and production activity dedustpwhich were partially offset by state taxes.

Our income tax provision and effective tax rateevd47 million and 21%, respectively, for the thneenths ended March 31, 2010. The
effective tax rate differed from the U.S. fedenaltstory income tax rate of 35% due primarily te teversal of a $28 million previously
established foreign tax reserve recorded in comeetith the completion of a tax audit and prodotactivity deductions, which were
partially offset by state taxes.

Net Income Attributable to Noncontrolling Interest

The $4 million decrease in net income attributdblaoncontrolling interests was due to the acqoisiof BBC Worldwide’s interests in
the international Animal Planet and Liv networksNovember 12, 2010. Following the acquisition, @empany absorbs 100% of the net
operating results of the joint ventures.

Segment Results of Operations

We evaluate the operating performance of our setgrised 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 restrriayi charges, (v) certain impairment charges, afdy@ins (losses) on business and asset
dispositions. We use this measure to assess thatgeresults and performance of our segment$operanalytical comparisons, identify
strategies to improve performance, and allocateuregs to each segment. We believe Adjusted OlBDw#levant to investors because it
allows them to analyze the operating performana=ach segment using the same metric managemerand@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, certain impairnodiatrges, and gains (losses) on business and &gsesitions from the calculation of
Adjusted OIBDA due to their volatility or non-recimg nature. We also exclude the depreciatiomadiassets and amortization of intangible
assets and deferred launch incentives as thesergsniw not represent cash payments in the curepotting period. Adjusted OIBDA shot
be considered in addition to, but not a substitoiteoperating income, net income, cash flows ptediby operating activities and other
measures of financial performance reported in atanwe with U.S. generally accepted accounting jplies (“GAAP”).

Additionally, certain corporate expenses are exafiuilom segment results to enable executive managetm evaluate segment
performance based upon decisions made directlegsent executives. Additional financial information our reportable segments is set
forth in Note 14 to the consolidated financial smaénts included in Item 1, “Financial Statemernitsthis Quarterly Report on Form 10-Q.

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

% Change
Three Months Ended March 31, Favorable/
2011 2010 (Unfavorable)
(recast)
Revenues
U.S. Networks $ 587 $ 54¢€ 8%
International Network 328 282 14%
Education and Othe 41 37 11%
Corporate and int-segment elimination — 3 NM
Total revenue 951 86¢ 9%
Costs of revenues, excluding depreciation and anaidn @) (279 (267) (2%
Selling, general and administrati(1) (265) (24¢) (7)%
Add: Amortization of deferred launch incentiv(2) 14 11 27%
Adjusted OIBDA $ 427 $ 36& 17%

NM — not meaningful.

@ Costs of revenues and selling, general and admtiist expenses exclude mark-to-market stock-basegensation, depreciation and
amortization, restructuring charges, and gainsigpositions
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@ Amortization of deferred launch incentives are iiield as a reduction of distribution revenues fporeng in accordance with GAAP,
but are excluded from Adjusted OIBD

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

% Change
Three Months Ended March 31, Favorable/
2011 2010 (Unfavorable)
(recast)
Adjusted OIBDA:
U.S. Networks $ 334 $ 29: 14%
International Network 144 122 18%
Education and Othe 8 5 60%
Corporate and int-segment elimination (59 (55 (7)%
Total Adjusted OIBDA 427 36% 17%
Amortization of deferred launch incentiv (14) (12) 271%
Mark-to-market stoc-based compensatic 4 (36) 89%
Depreciation and amortizatic (30 (33 9%
Restructuring charge (@)} ©)] 67%
Gains on disposition 12¢ — — %
Operating incom: $ 507 $ 282 80%
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
Three Months Ended March 31, Favorable/
2011 2010 (Unfavorable)
Revenues
Distribution $ 274 $ 25¢ 6%
Advertising 29C 26€ 9%
Other 23 21 10%
Total revenue 587 54€ 8%
Costs of revenues, excluding depreciation and anabidn (147 (14%) (1)%
Selling, general and administrati (10¢) (1120 2%
Add: Amortization of deferred launch incentiv 2 2 — %
Adjusted OIBDA 334 292 14%
Amortization of deferred launch incentiv 2 2 — %
Depreciation and amortizatic 4 (6) 33%
Restructuring charge (@)} — — %
Gains on disposition 12¢ — — %
Operating incomi $ 45€ $ 28t 60%
Revenue:

Distribution revenues increased $15 million, priityadue to annual contractual rate increases fes feharged to operators who
distribute our networks and an increase in payulgssribers, principally for networks carried on thgital tier. These increases were partially
offset by a $4 million decrease for the effect oflanger consolidating the Discovery Health network

Advertising revenues increased $24 million, whicswdriven by increased pricing in the upfront acatter markets and higher sellot
reflecting the continued improvement in the adeart) market. The effect of no longer consolidating Discovery Health network was a $14
million decrease in advertising revenues.
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Costs of Revenues

Costs of revenues, which consist primarily of cah&xpense, sales commissions, distribution cast$ production costs, increased $2
million. The increase in costs of revenues wastdwn $8 million increase for operating costs sagltontent, sales commissions, and
distribution. The increase in content expense ctfleur continued investment in programming, plytafset by $18 million of lower conte
write-offs. Increased sales commissions were atiaile to higher advertising sales. Distributiostsancreased in connection with delivering
programming for our network joint ventures. Thasgréases were partially offset by a $7 million @ese for the effect of no longer
consolidating the Discovery Health network.

Selling, General and Administrativ

Selling, general and administrative expenses, wpititipally comprise employee costs, marketinggagsearch costs, and occupancy
and back office support fees, decreased $2 millitve. decline in selling, general and administraixpenses was attributable to lower
marketing costs, which were higher in 2010 dud&launch of the Life television series, and a $ffian reduction as a result of no longer
consolidating the Discovery Health network. Theserdases were partially offset by higher reseanskscand merit based increases in
compensation.

Adjusted OIBDA

Adjusted OIBDA increased $41 million, primarily dteincreased advertising sales, growth in distrdsurevenues, and lower
marketing costs. These improvements were partidfet by increased content expense, higher salesnissions, and a $7 million decline
a result of no longer consolidating the Discovepakh network.

International Networks

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

% Change
Three Months Ended March 31, Favorable/
2011 2010 (Unfavorable)
(recast)
Revenues
Distribution $ 20€ $ 18¢ 11%
Advertising 10z 82 24%
Other 15 15 — %
Total revenue 323 28¢ 14%
Costs of revenues, excluding depreciation and anaidn (10%) (99) (6)%
Selling, general and administrati (86) (72) (21)%
Add: Amortization of deferred launch incentiv 12 9 33%
Adjusted OIBDA 144 122 18%
Amortization of deferred launch incentiv 12 9) (33)%
Depreciation and amortizatic (20 8 (25)%
Restructuring charge — )] NM
Operating incom: $ 122 $ 10z 20%

NM — not meaningful.

Revenues

Distribution revenues increased $20 million, whiedis attributable to subscriber growth in Latin Airn@rand CEEMEA and increased
rates for fees charged to operators who distributenetworks in Latin America. Subscriber growtfigets the international rollout of the T
network and continued expansion of pay televisemvises in international markets. These increasse wugmented by a $5 million benefit
from favorable changes in foreign currency exchanages.
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Advertising revenues were $20 million higher duéntproved pricing and sellouts in Western Europeé #na lesser extent higher
sellouts and viewership in Asia-Pacific and Latimérica. Improvements in the international advertjsinarkets drove higher prices and
sellouts, and growth in pay television servicesegated improved viewership. The increase in adsiagirevenues included a $4 million
benefit from favorable changes in foreign curreagghange rates.

Costs of Revenues

Costs of revenues, which consist primarily of cah&xpense, distribution costs, sales commissims production costs, increased $6
million. The increase in costs of revenues wastduggher content expense across all regions, higdles commissions in Western Europe
and Latin America, and changes in foreign currezxghange rates. Content expense increased $3mllie to additional content being ai
as a result of the international rollout of the Th&work and international expansion. Sales comarissncreased slightly as a result of
higher advertising sales. Costs of revenues atseased $4 million due to unfavorable changesr@ido currency exchange rates. These
increases were partially offset by a decline inritigtion costs.

Selling, General and Administrativ

Selling, general and administrative expenses, wpititipally comprise employee costs, marketinggagsearch costs, and occupancy
and back office support fees, increased $15 millinareased selling, general and administrativeeagps were attributable to the internatic
rollout of the TLC network and expansion in WestBurope, Latin America, and CEEMEA, which drove keding and employee costs
higher. The increase in selling, general and adstrative expenses also reflects $7 million of unfable changes in foreign currency
exchange rates.

Adjusted OIBDA

Adjusted OIBDA increased $22 million, primarily dteegrowth in distribution revenues and advertissates. These improvements
were partially offset by increased marketing costgitent expense, employee costs, sales commissioth$2 million of unfavorable changes
in foreign currency exchange rates.

Education and Othel

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

% Change
Three Months Ended March 31, Favorable/
2011 2010 (Unfavorable)
Revenues
Other $ 41 $ 37 11%
Total revenue 41 37 11%
Costs of revenues, excluding depreciation and anatidn (21) (21) — %
Selling, general and administrati (12 (11 (9)%
Adjusted OIBDA 8 5 60%
Depreciation and amortizatic 2 (@) NM
Operating incom: $ 6 $ 4 50%

NM — not meaningful.

Revenue:
Other revenues increased $4 million, primarily tiueontinued growth in subscriptions for accessuponline streaming service.

Costs of Revenues

Costs of revenues, which consist principally ofduction costs, royalty payments, and content ex@emsre consistent for the three
months ended March 31, 2011 and 2010.
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Selling, General and Administrativ

Selling, general and administrative expenses, wpigitipally comprise employee costs, occupancylzauk office support fees, and
marketing costs, increased $1 million due to higlmployee costs as a result of hiring additionas@enel to support the growth in our
education business.

Adjusted OIBDA

Adjusted OIBDA increased $3 million, primarily dteecontinued growth in online streaming serviced mmproved performance for o
postproduction audio services, which was partiaffget by increased employee costs.

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
Three Months Ended March 31, Favorable/
2011 2010 (Unfavorable)
Revenues
Other $ — $ 3 NM
Total revenue — 3 NM
Costs of revenues, excluding depreciation and anabidn — 2 NM
Selling, general and administrati (59) (56) (5)%
Adjusted OIBDA (59) (55) (N%
Mark-to-market stoc-based compensatic 4 (36) 89%
Depreciation and amortizatic (19 (18 22%
Operating los: $ (77 $ (109) 2%

NM — not meaningful.

Corporate operations primarily consist of executhenagement, administrative support services, aatiiated joint venture, and
substantially all of our stock-based compensat@onsistent with our segment reporting, corporafgeasges are excluded from segment
results to enable executive management to evatueieess segment performance based upon decisaaes directly by business segment
executives.

Selling, general and administrative expenses ise@&3 million, which was primarily attributabledad5 million increase in stock-
based compensation expense for equity settled avsaich as stock options, PRSUs, and RSUs thavestfxed accounting, and merit ba:
increases in compensation. The $32 million decreaseark-to-market stock-based compensation wagdrby a decrease in the number of
outstanding unit award, partially offset by an gase in the number of outstanding PRSUs that receark-to-market accounting and an
increase in the fair value of outstanding award=pr@ciation and amortization expense decreasedlbdmnadue to lower asset balances as a
result of certain assets becoming fully depreciatqatior periods.

FINANCIAL CONDITION
Sources and Uses of Cash

Our principal sources of cash are cash and caskadeunts on hand, cash flows from operating adésitavailable borrowing capacity
under our revolving credit facility, and accessapital markets. As of March 31, 2011, we had $lllibn of total capital resources available,
comprised of $450 million of cash and cash equiMalen hand, excluding amounts held by consolidgtied ventures, and approximately
$1.0 billion available to borrow under our revolgioredit facility. As a public company, we may hageess to other sources of capital such
as the public bond and equity markets. On Jun@QQ9, we filed a Registration Statement on Form(SSBelf Registration”with the SEC ii
which we registered securities, including debt sées, common stock, and preferred stock. We hssieed $3.5 billion of public senior no
under this Shelf Registration. Access to sufficieagpital in these markets is not assured and isrimt on the equity and credit markets.
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Our primary uses of cash include, among other it¢éhgscreation and acquisition of new content, afieg expenditures, discretionary
repurchases of stock, income taxes, interest, fignti joint ventures, capital expenditures, andriass acquisitions. We believe our financial
condition is sound and anticipate that our existiagh and cash equivalents on hand, cash genératgukrating activities, and available to
us, considered together, should be sufficient tetroar anticipated cash operating requirementatfteast the next twelve months.

On August 3, 2010, we implemented a stock repuecpasgram, pursuant to which we are authorizeditohmase up to $1.0 billion of
our common stock. We expect to fund repurchasesithira combination of cash on hand, cash genebgtegerations, borrowings under ¢
revolving credit facility, and future financing trsactions. Under the program, management is aattbto purchase shares from time to time
through open market purchases or privately negatiransactions at prevailing prices as permitiesdzurities laws and other legal
requirements, and subject to stock price, busioesditions, market conditions, and other factofse Tepurchase program does not have an
expiration date.

We have interests in various joint ventures andigefunding to those joint ventures from time-itmé. From their inception through
March 31, 2011, we have provided $225 million inding, including interest accrued on outstandingdwings, to our joint ventures that
existed as of that date. We expect to provide Bagrit additional funding to our joint ventures agpect to recoup amounts funded.

Cash Flows
Changes in cash and cash equivalents were as fo{lovmillions).

Three Months Ended March 31,

2011 2010

Cash and cash equivalents, beginning of pe $ 46€ $ 628
Cash provided by operating activiti 217 12¢
Cash used in investing activiti (70 (65)
Cash (used in) provided by financing activit (16¢) 1
Effect of exchange rate changes on cash and casvadnts 8 6
Net change in cash and cash equival (13) 68
Cash and cash equivalents, end of pe $ 458 $ 691

Changes in cash and cash equivalents for the thoe¢hs ended March 31, 2010 include insignificanbants related to Antenna
Audio, which was sold on September 1, 2010.

Operating Activities

Cash provided by operating activities increased@8llon for the three months ended March 31, 288kompared to the three months
ended March 31, 2010. The increase in cash pro\igiamperating activities was driven by increasedesiising sales and distribution fees, a
decrease in taxes paid, and the timing of accquatable disbursements. These improvements weralpadffset by increased investments
in programming, the timing of accounts receivaliections, and an increase in payments for cattedeequity awards and annual bonuses.
During the three months ended March 31, 2011 weived a $39 million tax refund related to overpagteen 2010 and there was a decrease
in tax payments related to 2011 as a result oéxtension of the tax law that allows for the imnagelideduction of certain domestic
programming costs. The increase in payments fdr-sattled equity awards was attributable to thesiase in fair value of outstanding unit
awards, which reflects the increase in the priceunfSeries A common stock, partially offset byeglthe in cash payments related to SARs.

Investing Activities

Cash used in investing activities increased $5anilfor the three months ended March 31, 2011 agpened to the three months ended
March 31, 2010, which was attributable to an insesia funding to unconsolidated network joint veeg, partially offset by cash used for a
business acquisition during the three months eiedh 31, 2010.

Cash flows used in investing activities for theethmonths ended March 31, 2011 primarily includgd Sillion in funding payments to
unconsolidated network joint ventures and $11 orillior capital expenditures. Cash flows used ir#ting activities for
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the three months ended March 31, 2010 primariljubted $35 million for the acquisition of an uplifdcility, $15 million in funding
payments to unconsolidated network joint ventusesl, $12 million related to capital expenditurese Ticrease in funding to unconsolidated
network joint ventures was due to continued investis in OWN, which was launched on January 1, 2011.

Financing Activities

Cash flows from financing activities decreased $dfiion for the three months ended March 31, 288Tompared to the three months
ended March 31, 2010. The decrease in cash flaws financing activities was principally attributalib stock repurchases made pursuant to
our stock repurchase program implemented on Augjuad10 and repayments of our outstanding debtapital lease obligations, partially
offset by an increase in cash payments and taxfibeneceived from employee stock option exercises.

Cash used in financing activities for the three therended March 31, 2011 was comprised of $167omifbr the repurchase of
4.7 million shares of our Series C common stock&t@ million for outstanding debt and capital lepagments, partially offset by $14
million related to cash payments and tax benediteived from employee stock option exercises. @astided by financing activities for the
three months ended March 31, 2010 reflects $9anillor cash payments and tax benefits received &omployee stock option exercises,
which was partially offset by $8 million for payntsmelated to outstanding debt and capital leatigaitons.

Capital Resources
As of March 31, 2011, we had approximately $1.4dwilof total capital resources available, whichsveamprised of the following (in
millions).

As of March 31, 2011
Outstanding

Total Letters of Outstanding Unused

Capacity Credit Indebtednes: Capacity

Cash and cash equivalel $ 45C $ — $ — $ 45C

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( $1,44¢

Cash and cash equivalents exclude $3 million dfi t&$d by consolidated joint ventures as of Marth2911.

COMMITMENTS AND OFF-BALANCE SHEET ARRANGEMENTS

In the normal course of business, we enter intiuarcommitments for the purchase of goods or sesvor that would require us to
make payments or provide funding in the event @edcumstances occur. Information regarding ammmitments and off-balance sheet
arrangements is set forth in Note 13 to the codatéid financial statements included in Item 1, &ficial Statements,” in this Quarterly
Report on Form 10-Q.

RELATED PARTY TRANSACTIONS

In the normal course of business, we enter intesiations with related parties, primarily Libertioal, Inc., Liberty Media
Corporation, Ascent Media Corporation, their respecsubsidiaries and affiliates, and companiesthich we have an interest accounted for
under the equity method. Information regardingseamions and amounts with related parties is st fo Note 12 to the consolidated
financial statements included in Item 1, “Finan@shtements,” in this Quarterly Report on Form 10-Q

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our critical accounting policies and estimates hastechanged materially since December 31, 201€clB$ures about our critical
accounting policies and estimates is set forth fefiManagement’s Discussion and Analysis of ResoitOperations and Financial
Condition,” in our Annual Report on Form 10-K fdvetyear ended December 31, 2010.
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NEW ACCOUNTING AND REPORTING PRONOUNCEMENTS

We adopted certain accounting and reporting stalsdduring the three months ended March 31, 20%drriration regarding our
adoption of new accounting and reporting standardst forth in Note 1 to the consolidated finahstatements included in Item IFithancial
Statements,” in this Quarterly Report on Form 10-Q.

ITEM 3.  Quantitative and Qualitative Disclosures About Market Risk.

Our exposures to market risk have not changed raliyesince December 31, 2010. Quantitative anditpive disclosures about our
existing market risk is set forth in ltem 7A, “Qu#stive and Qualitative Disclosures About Markes$IR” in our Annual Report on Form 10-
K for the year ended December 31, 2010.

ITEM 4. 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 Marcl2311. The term “disclosure controls and procedugesdefined 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 reportednwiith time periods specified in the SEC’s ruled forms. Disclosure controls and
procedures include, without limitation, controlgigarocedures 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 onvthkei@ion of our disclosure controls and procedasesf March 31, 2011, our Chief
Executive Officer and Chief Financial Officer comgéd that, as of such date, our disclosure contradsprocedures were effective.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control éwancial reporting, as defined in Exchange Act&rilBa-15(f), during the three
months ended March 31, 2011 that have materialgcted, or are reasonably likely to materially affeur internal control over financial
reporting.

PART Il. OTHER INFORMATION

ITEM 1. Legal Proceedings.

In the normal course of business, we experiencén@ugalaims and legal proceedings. It is our opinimased on information available at
this time, that none of the current claims and pealings will have a material adverse effect oncomsolidated financial position, results of
operations, or cash flows.

ITEM 1A. Risk Factors.

Our risk factors have not changed materially sibeeember 31, 2010. Disclosures about our existsigfactors is set forth in Item 1A,
“Risk Factors,” in our Annual Report on Form 104 the year ended December 31, 2010.
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ITEM 2.  Unregistered Sales of Equity Securities and Use Bfoceeds.
There were no sales of unregistered securitiemgthie three months ended March 31, 2011.

The following table presents information about mpurchases of common stock that were made thropgh market transactions
during the three months ended March 31, 2011.

Total Number
of Shares Approximate
Purchased as Dollar Value of
Total Number Average Part of Publicly Shares that May
Price Announced Yet Be Purchasec
of Shares Paid per Plans or Under the Plans ol
Period Purchased Share(®) Programs (2) Programs (1)(2)
Series C common stoc
January 1, 201- January 31, 201 1,875,00! $34.61 1,875,00! $ 829,727,21
February 1, 201- February 28, 201 1,092,30! $35.67 1,092,30! $ 790,765,11
March 1, 201+~ March 31, 201: 1,764,70 $35.5¢ 1,764,70 $ 728,060,06
Total 4,732,00 $35.2( 4,732,00 $ 728,060,06

@) The amounts do not give effect to any fees, conionissor other costs associated with repurchasebarkes

@) On August 3, 2010, we announced a stock repurgiraggam, pursuant to which we are authorized tahmse 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 financitigansactions. Under the program, management i@dandidl to purchase shares from
time to time through open market purchases or fgiyanegotiated transactions at prevailing pricepermitted by securities laws and
other legal requirements, and subject to stoclkephiasiness conditions, market conditions, andrdttetors. The repurchase program
does not have an expiration date. The above repseshwere funded using cash on hand. There weepnochases of our Series A
common stock or Series B common stock during theetinonths ended March 31, 20
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ITEM 6.  Exhibits.
Exhibit No. Description
10.1 Performance Restricted Stock Unit Grant Agreemiasb(porated by reference to Exhibit 10.1 to ther&ut Report on Form
8-K filed on March 1, 2011, SEC File Na-34177 (the*March &K")
10.2 Restricted Stock Unit Grant Agreement (incorpordigdeference to Exhibit 10.2 to the Marc-K)
10.3 Stock Appreciation Right Grant Agreement (incorpedaby reference to Exhibit 10.3 to the Mar«-K)
10.4 Non-Qualified Stock Option Grant Agreement (incorpodalby reference to Exhibit 10.4 to the Mar¢-K)
311 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 3d&dbarban-Oxley Act of 2002 (filed herewitt
31.2 Certification of Chief Financial Officer PursuantRule 13a-14(a) and Rule 15d-14(a) of the SeegriExchange Act of 1934,
as Amended, as Adopted Pursuant to Section 3d&dbarban-Oxley Act of 2002 (filed herewitt
32.1 Certification of Chief Executive Officer Pursuant8 U.S.C. Section 1350, as Adopted Pursuant¢td®e906 of the
Sarbane-Oxley Act of 2002 (furnished herewit
32.2 Certification of Chief Financial Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuantdtd®e906 of the
Sarbane-Oxley Act of 2002 (furnished herewit
101.INS XBRL Instance Document (furnished herewi
101.SCH XBRL Taxonomy Extension Schema Document (furnishekwith)
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutn@urnished herewith
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhéurnished herewith
101.LAB XBRL Taxonomy Extension Label Linkbase Documentr{fshed herewith
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenngfurnished herewitt
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf
by the undersigned thereunto duly authorized.

DISCOVERY COMMUNICATIONS, INC.
(Registrant’

Date: April 29, 2011 By: /s/ David M. Zaslav
David M. Zaslav
President and Chief Executive Offic

Date: April 29, 2011 By: /s/ Bradley E. Singer
Bradley E. Singe
Senior Executive Vice President,
Chief Financial Officer and Treasut

44




Table of Contents

EXHIBIT INDEX
Exhibit No. Description
10.1 Performance Restricted Stock Unit Grant Agreemiasb(porated by reference to Exhibit 10.1 to ther&ut Report on Form
8-K filed on March 1, 2011, SEC File Na-34177 (the*March &K")
10.2 Restricted Stock Unit Grant Agreement (incorpordigdeference to Exhibit 10.2 to the Marc-K)
10.3 Stock Appreciation Right Grant Agreement (incorpedaby reference to Exhibit 10.3 to the Mar«-K)
10.4 Non-Qualified Stock Option Grant Agreement (incorpodalby reference to Exhibit 10.4 to the Mar¢-K)
311 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 3d&dbarban-Oxley Act of 2002 (filed herewitt
31.2 Certification of Chief Financial Officer PursuantRule 13a-14(a) and Rule 15d-14(a) of the SeegriExchange Act of 1934,
as Amended, as Adopted Pursuant to Section 3d&dbarban-Oxley Act of 2002 (filed herewitt
32.1 Certification of Chief Executive Officer Pursuant8 U.S.C. Section 1350, as Adopted Pursuant¢td®e906 of the
Sarbane-Oxley Act of 2002 (furnished herewit
32.2 Certification of Chief Financial Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuantdtd®e906 of the
Sarbane-Oxley Act of 2002 (furnished herewit
101.INS XBRL Instance Document (furnished herewi
101.SCH XBRL Taxonomy Extension Schema Document (furnishekwith)
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutn@urnished herewith
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhéurnished herewith
101.LAB XBRL Taxonomy Extension Label Linkbase Documentr{fshed herewith
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenngfurnished herewitt



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 Quarterly Report on Forr-Q of Discovery Communications, In
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 opere, and cash flows of the registrant as of, andthe 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 finahaaorting to be designed uni
our supervision, to provide reasonable assurargading the reliability of financial reporting atfie 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 regig’s ability to record, process, summarize, and refpmahcial 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: April 29, 2011 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 Quarterly Report on Forr-Q of Discovery Communications, In
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 opere, and cash flows of the registrant as of, andthe 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 finahaaorting to be designed uni
our supervision, to provide reasonable assurargading the reliability of financial reporting atfie 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 regig’s ability to record, process, summarize, and refpmahcial information; an
b)  Any fraud, whether or not material, that invawaanagement or other employees who have a sigmiffole in the registrant’s
internalcontrol over financial reporting
Date: April 29, 2011 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 Quarterly Report of Discov€@ommunications, Inc. (“Discovery”), on Form 10f) the quarter ended
March 31, 2011, as filed with the Securities anditange Commission on the date hereof (the “RepdrtDavid M. Zaslav, President and
Chief Executive Officer of Discovery, certify thiat 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: April 29, 2011 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 Quarterly Report of Discov€@ommunications, Inc. (“Discovery”), on Form 10f) the quarter ended
March 31, 2011, as filed with the Securities andhiange Commission on the date hereof (the “RepdrtBradley E. Singer, Senior
Executive Vice President, Chief Financial Officedalreasurer of Discovery, certify that to my knedde:

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: April 29, 2011 By: /s/ Bradley E. Singer
Bradley E. Singe
Senior Executive Vice President,
Chief Financial Officer and Treasut




