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PART I. FINANCIAL INFORMATION
ITEM 1. Financial Statements.

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

ASSETS
Current asset:
Cash and cash equivalel
Receivables, n¢
Content rights, ne
Deferred income taxe
Prepaid expenses and other current assets

Total current asse

Noncurrent content rights, n
Property and equipment, r
Goodwill

Intangible assets, n
Investment:

Other noncurrent assets

Total assets

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

Total current liabilities

Long-term debi

Deferred income taxe

Other noncurrent liabilities

Total liabilities

Commitments and contingencies (Note

Equity:
Discovery Communications, Inc. stockholc equity:

December 31

Series A convertible preferred stock: $0.01 paueal’5 shares authorized; 71 shares issued at 2011

and 201(
Series C convertible preferred stock: $0.01 pauejaf5 shares authorized; 57 shares issued at
and 201(
Series A common stock: $0.01 par value; 1,700 shauéhorized; 140 and 138 shares issued at
and 2010, respective
Series B convertible common stock: $0.01 par val0@; shares authorized; 7 shares issued at =
and 201(
Series C common stock: $0.01 par value; 2,000 staréhorized; 142 shares issued at 2011 and
2010
Additional paic-in capital
Treasury stock, at cost: 13 and 3 Series C cominares at 2011 and 2010, respecti\
Retained earning
Accumulated other comprehensive loss
Total Discovery Communications, Inc. stockhol¢ equity
Noncontrolling interests
Total equity

Total liabilities and equity

The accompanying notes are an integral part oktheasolidated financial statemer

June 30,
2011 2010
$ 1,09t $ 46€
90¢ 88C
93 83
65 81
16C 22t
2,321 1,73¢
1,31( 1,24¢
382 39¢
6,302 6,43¢
584 60t
80¢ 45k
131 14€
$11,83¢ $ 11,01¢
$ 48 $ 87
364 39:¢
98 114
52 11¢€
22 20
30 53
614 78t
4,23¢ 3,59¢
373 304
10C 99
5,322 4,78¢
1 1
1 1
1 1
2 2
6,441 6,35¢
(482) (105)
55¢ —
(10) (33)
6,51: 6,22
1 8
6,51¢ 6,23¢
$11,83¢ $ 11,01¢
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DISCOVERY COMMUNICATIONS, INC.

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

Revenues
Distribution
Advertising
Other

Total revenues

Costs of revenues, excluding depreciation and anatidn
Selling, general and administrati

Depreciation and amortizatic

Restructuring charge

Gains on dispositions

Operating incom:

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

Income before income tax
Provision for income taxes

Net income
Less net income attributable to noncontrolling iests

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

Net income available to Discovery Communications, ktockholder

Net income per share available to Discovery Comugatitns, Inc
stockholders
Basic

Diluted

Weighted average shares outstand
Basic

Diluted

Three Months Ended June 30,

Six Months Ended June 30,

2011 2010 2011 2010

$ 497 $ 44 $ 97 $ 894
494 43¢ 88¢€ 782
80 79 15¢ 15¢
1,067 962 2,01¢ 1,83:
28¢ 254 561 521
30C 304 56¢ 58¢
30 33 60 66
4 — 5 3

— — (129 —
622 591 1,06¢ 1,17¢
445 372 952 654
(49) (48) (98) (10€)
— (13€) — (13€)
2 (37) (5) (41)
39¢ 151 84c 371
(144) (41) (290) (88)
254 11C 55¢ 28¢
— ©) — )
254 107 55¢ 27¢€
— @) — @)
$ 254 $ 106 $ 5B5¢ $ 27F
$  0.67 $ 028 $ 137 $ 06"
$ 062 $ 028 $ 136 $ 0.6/
40€ 42¢ 407 425
41C 431 412 43¢

The accompanying notes are an integral part oktheasolidated financial statements.
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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 praYiole operating activities
Content expens
Stocl-based compensatic
Depreciation and amortizatic
Gains on disposition
Deferred income tax expense (bene
Noncash portion of loss on extinguishm
Other noncash expenses,
Changes in operating assets and liabilii
Receivables, n¢
Content rights
Accounts payable and accrued liabilit
Stocl-based compensation liabiliti
Income tax receivabl
Other, net

Cash provided by operating activiti

Investing Activities

Purchases of property and equipm

Business acquisitions, net of cash acqu
Investments in and advances to equity investees

Cash used in investing activiti

Financing Activities

Borrowings from long term debt, net of discount &gliance cos
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 stock-based compensation

Cash provided by financing activiti
Effect of exchange rate changes on cash and casbatants

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

Cash and cash equivalents, end of period

Supplemental Cash Flow Information
Cash paid for interest, ne
Periodic interest payments for debt, interest sataps and capital lease obligatic
Make-whole premiums, termination payments, andyweyeat of original issue discount

Total cash paid for interest, net
Cash paid for taxes, net

Noncash Investing and Financing Transaction
Investment in OWN

Assets acquired under capital lease arrangements
Stock dividends to preferred interests

The accompanying notes are an integral part oktheasolidated financial statements.
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Six Months Ended June 30,

2011 2010
$ 55¢ $  28¢
381 35C
49 94

60 67
(129) —
71 (44)

— 12
30 43
(31) (31)
(430) (370)
(116) (159)
(92) (129)
94 (11)
(15) (21)
431 90
(27) (20)
— (38)
(82) (41)
(109) (99)
641 2,97(
— (2,88
(13 ©)
(377) —
(7) (2

38 15

17 4
29¢ 99

8 —

62¢ 90
46€ 622
$ 1,098 $ 712
$ ¢ $  11F
— 14¢
$ 99 $ 267
$ 93 $  17¢
$ 277 $  —
$ — $ 20
$  — $ 1
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Beginning balance
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
Stock dividends declared to preferred
interests
Stocl-based compensatic
Excess tax benefits from stock-based
compensatiol
Issuance of common stock in connecti
with stocl-based plan
Repurchases of common stc
Cash distributions to noncontrolling
interests

Ending balance

Beginning balance
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
Stock dividends declared to preferred
interests
Stocl-based compensatic
Excess tax benefits from stock-based
compensatiol
Issuance of common stock in connecti
with stocl-based plan
Repurchases of common stc
Cash distributions to noncontrolling
interests

Ending balance

DISCOVERY COMMUNICATIONS, INC.

CONSOLIDATED STATEMENTS OF EQUITY

(unaudited; in millions)

Three Months Ended June 30, 2011

Three Months Ended June 30, 2010

Noncontrolling

Noncontrolling

Discovery Discovery
Stockholders Interests Total Equity Stockholders Interests Total Equity
$ 6,40¢ $ 3 $ 6,411 $ 6,365 $ 25 $ 6,39
254 — 254 107 3 11C
6 — 6 (10 — (10)
— — — 6 — 6
26C — 26C 10z 3 10€
— — — 1) — (1)
14 — 14 10 — 10
13 — 13 3 — 3
28 — 28 6 — 6
(210) — (210) — — —
— (@) @ — — —
$ 6,518 $ 1 $ 6,51¢ $ 6,48¢ $ 28 $ 651/

Six Months Ended June 30, 2011

Six Months Ended June 30, 2010

Noncontrolling

Noncontrolling

Discovery Discovery

Stockholders Interests Total Equity Stockholders Interests Total Equity

$ 6,22¢ $ 8 $ 6,23¢ $ 6,197 $ 23 $ 6,22
55¢ — 55¢ 27¢€ 7 28:%
23 — 23 (30 — (30
— — — 7 — 7
582 — 582 258 7 26C
— — — 1) — (1)
28 — 28 18 — 18
17 — 17 4 — 4
38 — 38 15 — 15
(377) — (377) — — —
— @ @ — 2 )

$ 6,51 $ 1 $ 6,514 $ 6,48¢ $ 28 $ 6,51/

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.

Unaudited Interim Financial Statements

These consolidated financial statements have beaped in accordance with U.S. generally acceptedunting 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 managemély reflect all adjustments, consisting only ofsh@f a normal recurring nature,
necessary to state fairly the financial positi@sults of operations, and cash flows for the parfm@sented in conformity with GAAP
applicable to interim periods. The results of ofierss for the interim periods presented are noessarily indicative of results for the full yt
or future periods. These consolidated financidkst@nts should be read in conjunction with the teddionsolidated financial statements and
notes thereto included in Discovery’s Annual Reporf-orm 10-K for the year ended December 31, Z010“2010 Form 10-K").

Use of Estimates

The preparation of financial statements in accacdamith GAAP requires management to make estimptdgments, and assumptions
that affect the amounts and disclosures reportéleirtonsolidated financial statements and accowpipgmotes. Management continually
evaluates its estimates, judgments, and assumptiodsnanagement’s assessments could change. Aesudls 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 acquisitiodgpositions, allowances for doubtful accountsitent rights, asset impairments, fair value
measurements, revenue recognition, depreciatiomaradtization, stock-based compensation, incomestaand contingencies.

Accounting and Reporting Pronouncements Adopted
Fair Value Measurements

In January 2010, the Financial Accounting Stand&aksrd (“FASB”) issued guidance that requires adddl disclosures about
recurring and nonrecurring fair value measureméntsiding significant transfers into and out ofvieé1 and Level 2 of the fair value
measurement hierarchy, and separately presentioigriation regarding purchases, sales, issuancdssettiements in the reconciliation of
Level 3 fair value measurements. The Company paisedy adopted the new guidance effective JantaB010, except for Level 3
reconciliation disclosures, which was effective tfoe Company on January 1, 2011. The adoptioneoh#w guidance did not impact the
Company’s consolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Revenue Recognition for Multip-Element Revenue Arrangements

In October 2009, the FASB issued guidance thatgiguhe determination of when the individual detddes included in a multiple-
element revenue arrangement may be treated asatepaits of accounting, modified the manner inclitthe arrangement consideration is
allocated across the separately identified delbless and expanded the disclosures required fatiptetelement revenue arrangements.
Under the new guidance, the Company must alloba&t@trangement consideration to each deliveraldecban management's estimate of the
price at which each element would be separately, #flair value is not available. The Company jrectively adopted the new guidance
effective January 1, 2011, which did not have aem@timpact on its consolidated financial statetaen

Accounting and Reporting Pronouncements Not Yet Adated
A Creditor's Determination of Whether a Restructuring Is a dubled Debt Restructuring

In April 2011, the FASB issued new accounting gnarelated to identifying and disclosing troubdksibt restructurings (“TDRs”),
which is effective for the Company on July 1, 2@ht to be applied retrospectively to restructuriogsurring on or after January 1, 2011.
This guidance provides clarification in assessiigther a creditor has granted a concession ancherhatdebtor is experiencing financial
difficulties for the purpose of determining whetlaerestructuring constitutes a TDR. The Comparopisently assessing the impact of this
guidance on its financial statements.

Fair Value Measurements

In May 2011, the FASB and the International AccingnStandards Board (“IASB”) issued guidance, wiriesults in a consistent
definition of fair value and common requirementsrfeieasurement of and disclosure about fair valteden U.S. GAAP and International
Financial Reporting Standards (“IFRS”). Under tlesvrguidance, the highest and best use conceptsbreelevant when measuring the fair
value of nonfinancial assets. The new guidanceeitends the prohibition of the application of adikage factor to all financial
measurements and requires the Company to discl@sgitative information about unobservable inpusdiin a description of the valuation
processes, and a qualitative discussion aboutthsts/ity of the measurements for recurring Le¥é&hir value measurements. The Company
will prospectively adopt the new guidance effectiemuary 1, 2012. The Company is currently assgsissimpact of this guidance on its
financial statements.

Comprehensive Income

In June 2011, the FASB issued guidance eliminatiegcurrent option to report other comprehensigerime and its components in the
statement of changes in equity. Entities may dtepresent items of net income and other comprébeitscome in one continuous statement
or in two separate, but consecutive, statementdetlthe new guidance, each component of net in@meach component of other
comprehensive income, together with totals for ca@hpnsive income and its two parts, net incomeadiner comprehensive income, are
required to be disclosed under either alternafitve guidance is effective January 1, 2012, buyeatbption is permitted. The Company is
currently assessing the impact of this guidancesoiinancial statements.

Concentrations Risk
Receivable:

The Companys trade receivables do not represent a significancentration of credit risk as of June 30, 201k @ the wide variety ¢
customers and market segments dispersed acrossgaeagsaphic areas in which the Company operates.

Financial Institutions

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

Lender Counterpartie:

The risk associated with a debt transaction urtteCompany’s revolving credit facility is that tbeunterparty will not be available to
fund as obligated. If funding under the revolvingdit facility is unavailable, the Company may héawecquire a

8
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

replacement credit facility from a different counpigrty at a higher cost or may be unable to fisditable replacement. Typically, the
Company seeks to manage these exposures by comdraith experienced large financial institutiomsdamonitoring the credit quality of its
lenders. As of June 30, 2011, the Company did ntitipate nonperformance by any of its counterpatrti

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 eiacluded 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
The Oprah Winfrey Network (“OWN?"), which resulted pretax gain of $129 million (Note 3). As the Canp continues to be involved in
the operations of the Discovery Health network tigio its ownership interests in OWN LLC, the Comphag not presented the financial
position, results of operations, and cash flowthefDiscovery Health network as discontinued opanat

Antenna Audio

On September 1, 2010, the Company sold AntennacAwdiich was a component of its International Nekssegment. Antenna
Audio’s operating results for the three and six therended June 30, 2010 have been reclassified@mtnued operations on the
Consolidated Statements of Operations. For the thmenths ended June 30, 2010, Antenna Audio’s i@g&rnincome before income taxes,
and net income were $11 million, zero, and zerspeetively. For the six months ended June 30, 28&tknna Audio’s revenues, income
before taxes, and net income were $21 million, zand zero, respectively. As the income associatddAntenna Audio is zero, there is no
separate line in the Consolidated Statements ofafipas for discontinued operations.

NOTE 3. VARIABLE INTEREST ENTITIES

In the normal course of business, the Company iray joint ventures or makes investments thapettits underlying business
strategy and provide it the ability to enter newkets for its brands, develop programming, andithiste its existing content. In certain
instances, a joint venture or an investment mayifyues a VIE. As of June 30, 2011 and December2B10, the Company’s VIEs primarily
consisted of Hub Television Networks LLC and OWNQ,lwhich are 50-50 joint ventures that operate fedgvision networks. The
Company previously had ownership interests in jeeritures with BBC Worldwide (the “BBC”) that weYBEs, substantially all of which
were consolidated. On November 12, 2010, the Cognpaquired the BBG interests in these joint ventures. The Compamywbolly owns
these entities and continues to consolidate them.

As of June 30, 2011 and December 31, 2010, the @oynaccounted for its interests in all other jei@hture VIES using the equity
method. The aggregate carrying values of investsnen¥IEs accounted for using the equity methoder&806 million and $453 million as
June 30, 2011 and December 31, 2010, respectiwbigh were recorded in “Investments” on the Cortaiftd Balance Sheets. During the
three and six months ended June 30, 2011, the Gompaognized equity earnings of $3 million andiggiosses of $7 million, respectively,
for its portion of net earnings (losses) generée¥IEs accounted for using the equity method, Whiere recorded in “Other income
(expense), net” on the Consolidated Statementgefadions. During the three and six months ended 30, 2010, the Company recognized
equity losses of $10 million and $16 million, resfpeely, for its portion of net losses generatedlgs accounted for using the equity
method, which were recorded in “Other income (esgg¢nnet” on the Consolidated Statements of Opersti

The Company'’s estimated risk of loss for investra@mtVIEs was approximately $845 million as of J&@e 2011, which includes the
carrying value of its investments and the unfunpledion of contractual funding commitments to jokentures. Actual amounts funded
exceed contractual funding commitments. The Comjraeyds to fund significant amounts to OWN. No amts have been recorded for
future funding commitments. The estimated riskassl excludes the Comparydperating performance guarantee to Hub TeleviNigtworks
LLC disclosed below.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Hub Television Networks LLC

Hub Television Networks LLC operates The Hub, whigh pay-television network that provides childsesnd family entertainment
and educational programming that launched Octobe2010. The Company provides the joint venturéfiinding and services such as
distribution, sales, and administrative suppore Bete 12 for further discussion. Based upon thellef equity investment at risk, the
Company has determined that the joint ventureMta The joint venture partners share equally iting control, as well as the profits, loss
and funding of the joint venture. The Company heteidnined that it is not the primary beneficiaryTbie Hub, because it does not control the
activities that are most significant to the joietwure’s operating performance and success. Aaugigdithe Company accounts for its
investment in The Hub using the equity method.

The Company has guaranteed a certain level of tipgnaerformance for the joint venture, which idueed over time as performance
targets are achieved. As of June 30, 2011, theinemgamaximum exposure to loss under this perforteaguarantee was below $185 million.
The Company believes the likelihood is remote thatperformance guarantee will not be achieved tetlefore, the performance guarantee
is unlikely to have a material adverse impact anGompany’s financial position, operating resuwtsgash flows. Accordingly, the fair value
of the guarantee as of June 30, 2011 was not rakt€hie Company is also committed to fund up to §ilfon to the joint venture; none of
which has been funded through June 30, 2011.

On May 23, 2011, The Hub revised its arrangemetit tdasbro Studios to increase the license feearfonated programming. This
change created a trigger event for purposes afigiiiiée asset and goodwill impairment testing. Thdold management prepared a fair value
assessment using a discounted cash flow valuatoatemfor purposes of performing step one of thedyall impairment test. The underlying
assumptions, such as future cash flows, weightechge costs of capital, and long-term growth rate® generally not observable in the
marketplace, and therefore, involved significaulgoent. The estimated fair value of The Hub exceédecarrying value; no impairments
were recorded. Given that the early results of Fibb’s operations have been below its initial lorg¥t business plan, there is a possibility
that future results may vary from the current agsions in the long-term business plan. The Compeitiymonitor the valuation of its
investment in accordance with GAAP, which requaasmpairment charge for other-than-temporary dedil value.

The carrying values of the Company’s investmenithie Hub were $339 million and $344 million as ofidB0, 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 launched on January 112 connection with the launch of OWN, the Compaontributed 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 recordeddbntribution at fair value, which resulted in atasegain of $129 million. The fair value
the Company’s retained equity interest in OWN watineated 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 tausary valuation methodologies
including discounted cash flows. The underlyinguagstions, such as future cash flows, weighted aeecasts of capital, long-term growth
rates, marketplace valuation methodologies, andkeh@omparable transactions and multiples werergéigeot observable in the
marketplace, and therefore, involved significaulgoent. Given the early stage of OWN'’s operatiamgared with its long-term business
plan, there is a possibility that results may faoyn these initial assumptions. The Company willnibar the valuation of its investment in
accordance with GAAP, which requires an impairnddrarge for other-than-temporary decline in value.

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

Based upon the level of equity investment at ttisk, Company has determined that OWN is a VIE. Whiéejoint venture partners sh
equally in voting control, Harpo Inc. (“Harpo”) tad certain operational rights related to prograngn@nd marketing. The Company has
determined that it is not the primary beneficiafyDWN, because it does not control the activitlest ire most significant to the joint
venture’s operating performance and success. Aoyl the Company accounts for its investment WK using the equity method.
Following the contribution of the Discovery Heaitatwork to OWN, net losses generated by OWN apeatéd to both joint venture partners
based on their proportionate ownership interests;lware 50-50. Previously, the Company

10
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

recognized 100% of OWN'’s net losses. Future netriregenerated by OWN will initially be allocatedd® to the Company up to the
amount of pre-launch net losses recognized. AffierGompany has recouped its losses, any excessnate will be allocated to both joint
venture partners based on their proportionate cstiginterests.

The Company provides the joint venture funding seivices such as distribution, licensing, saled,aiministrative support. See Note
12 for further discussion. As the Company has assuafl funding requirements as of June 30, 20 (bmpany’s total funding to OWN,
including interest accrued on outstanding borrowjmvgas $242 million, which is in excess of its coitnment of $189 million. While the
Company expects to provide significant additionalding to OWN, the Company also expects to recoupuats funded. OWN will distribu
its initial excess cash to the Company to repagifumnthen due. Following repayment of funding tliere, OWN'’s subsequent cash
distributions will be shared equally between thenpany and Harpo.

The carrying value of the Company'’s investment W), including its equity method investment and n&teeivable balance, was $390
million and $52 million as of June 30, 2011 and &waber 31, 2010, respectively.

Pursuant to the joint venture agreement, Harpdahesight to require the Company to purchase ieré@st in OWN every two and one
half years commencing on January 1, 2016. The pahgement provides that the Company would purchiaspo’s interests at fair market
value up to a maximum put amount. The maximum madnt is a range from $100 million on the first puercise date up to $400 million
the fourth put exercise date. No amounts have temarded for the put right.

NOTE 4. FAIR VALUE MEASUREMENTS

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

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

Level Z — measurements based on inputs such as quoted fmicgsnilar instruments in active markets; quotedegs for
identical or similar instruments in markets tha aot active; or other inputs that are observablaa be corroborated
by observable market data for the assets or ltedsl

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

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

June 30, 2011

Category Balance Sheet Location Level 1 Level 2 Level 3 Total
Trading securities

Mutual funds Prepaid expenses and other current

assets $ 77 $— $— $ 77

Available-for-sale securities

Money market mutual func Cash and cash equivalel 654 — — 654

U.S. Treasury securities Cash and cash equivale! — 20C — 20C
Total assets $731  $20C $— $931
Liabilities:

Deferred compensation pli Accrued liabilities $ 77 $— $— $ 77

Other Other current liabilitie: — — 1 1
Total liabilities $ 77 $— $ 1 $78
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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 assets $ 227 $ 20z $— $43C
Liabilities:
Deferred compensation pl: Accrued liabilities $ 55 $— $— $ 55
Other Accrued liabilities and Other current
liabilities — 6 — 6
Total liabilities $5 $ 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 Laviehding securities was determined by refereadbe 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 eletigeémployees.

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 similarimsénts 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 using quoted market prices was $4.4 bitiod $3.7 billion as of June 30, 2011
and December 31, 2010, respectively.

NOTE 5. CONTENT RIGHTS
Content rights consisted of the following (in noltis).

December 31

June 30,
2011 2010

Produced content right

Completec $2,18¢ $ 1,96:

In-production 243 22¢
Coproduced content right

Completec 481 44¢

In-production 77 76
Licensed content right

Acquired 34¢ 297

Prepaid 19 19
Content rights, at co: 3,35z 3,03(
Accumulated amortization (1,950 (1,70%)
Total content rights, n¢ 1,40: 1,32¢
Current portion (93 (83)
Noncurrent portiol $1,31( $ 1,24t

Content expense was $196 million and $165 millmrthie three months ended June 30, 2011 and 2€4i8ectively, and $381 million
and $350 million for the six months ended June2Bd.1 and 2010, respectively.

12



Table of Contents

DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)
NOTE 6. DEBT
Outstanding debt consisted of the following (inlioiis).
June 30 December 31
2011 2010

3.70% Senior Notes, semi-annual interest, due 20086 $ 85C $ 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(
4.375% Senior Notes, se-annual interest, due June 2( 65C —
6.35% Senior Notes, se-annual interest, due June 2( 85C 85C
Capital lease and other obligations 11¢ 12¢€
Total lon¢-term debt 4,26¢ 3,62¢
Unamortized discount (11) (8)
Long-term debt, ne 4,25] 3,61¢
Current portion of long-term debt (22) (20)
Noncurrent portion of lor-term debt $4,23¢ $ 3,69¢

On June 20, 2011, Discovery Communications, LLCG!D), a wholly-owned subsidiary of the Company uisd $650 million
aggregate principal amount of 4.375% Senior Notesah June 15, 2021 (the “2021 Notes”). DCL reativet proceeds of approximately
$641 million from the offering after the $4 milliossuance discount and $5 million of deferred firiag costs.

DCL may, at its option, redeem some or all of ti8?Notes at any time by paying a make-whole premplus accrued and unpaid
interest, if any, through the date of repurchasterést on the 2021 Notes is payable on June 1®andmber 15 of each year. The 2021
Notes are unsecured and rank equally in right gt with all of DCI's other unsecured senior indebtedness and ayesfind
unconditionally guaranteed on an unsecured andbandinated basis by Discovery.

In addition to the debt instruments listed in thelé above, the Company also has a $1.0 billioalvewg credit facility. There were no
amounts drawn under the revolving credit facilisyod June 30, 2011 and December 31, 2010. If thepany were to draw on the revolving
credit facility, outstanding balances would beaeliast at a variable rate determined pursuantgeitbdit agreement. Balances outstanding
under the revolving credit facility would be due thie expiration date, which is October 11, 2013.

The Company was in compliance with all covenantsgnovisions under its credit agreements as of 3002011 and December 31,
2010. There were no events of default.

NOTE 7. EQUITY
Stock Repurchase Program

On August 3, 2010, the Company implemented a steplirchase program, with authorization to purchgst $1.0 billion of its
common stock. The repurchase program has no exypirdate. During the three and six months ended 3002011, the Company
repurchased 5.64 million and 10.37 million sharespectively, of its Series C common stock for ggragate purchase price of $210 million
and $377 million, respectively, through open matkatsactions. The repurchases were funded ussigaahand. As of June 30, 2011, the
Company had remaining authorization of $518 millionfuture repurchases of its common stock. Thelkstepurchases were recorded in a
separate account at cost, which was reported edugtion in equity.

NOTE 8. STOCK-BASED COMPENSATION

The Company has various incentive plans under wiidhawards, 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 or SARs, which are cashembtexcept as may be required by contract or tpl@yees in countries in which stock
options, PRSUs, or RSUs are not permitted. Thangsind service requirements of stock-based awgnatged during the six months ended
June 30, 2011 were consistent with the arrangentistkosed in the 2010 Form 10-K.
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Stock-Based Compensation Expense

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

Three Months Ended June 30, Six Months Ended June 30,

2011 2010 2011 2010
Unit awards $ 18 $ 39 $ 21 $ 63
Stock options 8 8 18 15
PRSUs and RSL 6 2 10 3
Other — 1 — 13
Total stock-based compensation expense $ 32 $ 50 $ 49 $ 94
Tax benefit recognized $ 12 $ 20 $ 18 $ 35

Compensation expense for all awards was recordésiiting, general and administrative” expensetm €onsolidated Statements of
Operations. As of June 30, 2011 and December 31),20e Company recorded total liabilities of $5llion and $125 million, respectively,
for cash-settled awards.

Stock-Based Award Activity
Unit Awards
Unit award activity for the six months ended JufeZ11 was as follows (in millions, except years).

Weighted- Weighted-Average Aggregate
Average Remaining
Unit Grant Contractual Term Intrinsic
Awards Price (years) Value
Outstanding as of December 31, 2010 8.8 $ 21.9¢ 0.7¢ $ 19¢
Granted .3 $ 41.17
Settled (3.7 $ 18.9¢ $ 91
Forfeited 0.9 $ 21.4¢
Outstanding as of June 30, 2011 7.3 $ 29.5¢ 1.1¢ $ 93
Vested and expected to vest as of June 30, 2011 6.S $ 29.47 1.1¢ $ 88
Vested and unpaid as of June 30, 2011 0.5 $ 21.77 — $ 12

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 awardatgchduring the six months ended June 30, 2011$4Ad 7 per unit award. Because unit
awards are cash-settled, the Company remeasurésthralue and compensation expense of outstandiitgawards as of the last day of the
most recent fiscal period, until settlement. Theglveed-average fair value of unit awards outstagdis of June 30, 2011 was $15.64 per unit
award. The Company made cash payments totalingri@n and $67 million during the six months endide 30, 2011 and 2010,
respectively, to settle vested unit awards. AuoieJ30, 2011, there was $58 million of unrecognizetpensation cost, net of estimated
forfeitures, related to unit awards, which is expdado be recognized over a weighted-average pefi@d4 years.
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Stock Options
Stock option activity for the six months ended J88e2011 was as follows (in millions, except ygars
Weighted- Weighted-Average Aggregate
Average Remaining
Stock Exercise Contractual Term Intrinsic
Options Price (years) Value
Outstanding as of December 31, 2010 15.% $ 19.2¢ 5.21 $ 35C
Grantec 1.2 $ 39.14
Exercisec 2.3 $ 16.5¢ $ 62
Forfeited (0.9 $ 22.4]
Outstanding as of June 30, 2011 14.2 $ 21.27 5.3¢ $ 28C
Vested and expected to vest as of June 30, 2011 13.¢ $ 21.1¢ 5.4 $ 272
Exercisable as of June 30, 2011 4.1 $ 17.1¢€ 5.2C $ 98

The weighted-average exercise price and weightedage grant date fair value of stock options ghdteing the six months ended
June 30, 2011 were $39.14 and $14.45, respectipehypption. The Company received cash paymeranigt$38 million and $15 million
during the six months ended June 30, 2011 and 268%pectively, from the exercise of stock optioks of June 30, 2011, there was $63
million of unrecognized compensation cost, netqfexted forfeitures, related to stock options, Wwhicexpected to be recognized over a
weighted-average period of 1.72 years.

PRSUs and RSU
PRSU and RSU activity for the six months ended Bihe011 was as follows (in millions, except y&ars

PRSUs anc Weighted- Weighted-Average Aggregate
Average Remaining
Grant Contractual Term Fair
RSUs Price (years) Value
Outstanding as of December 31, 2010 1.t $ 32.6¢ 2.2¢ $ 61
Granted 1.C $ 38.8¢
Convertec — $ — $ —
Forfeited — $ —
Outstanding as of June 30, 2011 2.5 $ 35.2¢ 2.27 $ 99
Vested and expected to vest as of June 30, 2011 2.C $ 34.9¢ 2.28 $ 83

PRSUs represent the contingent right to receiveeshaf the Company’s Series A common stock basambotinuous service and
whether the Company achieves certain operatingpaence targets. During the six months ended JOn2@L.1, the Company granted
0.7 million PRSUs with a weighted-average granedatr value of $38.78 per PRSU. As of June 30,12®ere was $33 million of
unrecognized compensation cost, net of expectéelitiores, related to PRSUs, which is expected toebegnized over a weighted-average
period of 2.0 years based on the Company’s cupeitability assessment of the PRSUs that will wekich may differ from actual results.

RSUs represent the contingent right to receiveeshaf the Company’s Series A common stock basemotinuous service. During the
six months ended June 30, 2011, the Company gré@medillion RSUs with a weighted-average granedatr value of $39.01 per RSU. As
of June 30, 2011, there was $18 million of unreéogphcompensation cost, net of expected forfeifuedated to RSUs, which is expected to
be recognized over a weighted-average period af pears.
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SARs

There were immaterial amounts of SARs outstandigfaune 30, 2011 and December 31, 2010. The Qompade cash payments
totaling $1 million and $54 million during the sixonths ended June 30, 2011 and 2010, respectieedgttle exercised SARs.

NOTE 9. INCOME TAXES

The Company’s provisions for income taxes were $hildlon and $41 million, and the effective taxeatwere 36% and 27% for the
three months ended June 30, 2011 and 2010, resggcilhe effective tax rate for the three monthdesl June 30, 2011 differed from the
U.S. federal statutory income tax rate of 35% dimaily to state taxes partially offset by prodoatactivity deductions. The effective tax
rate for the three months ended June 30, 2010réiffr'om the U.S. federal statutory income tax odt85% due primarily to a production
activity deduction and a $13 million tax benefit ochange in the Company'’s election to claim fpmeax credits that were previously taken
as deductions, which were partially offset by states.

The Company’s provisions for income taxes were $28on and $88 million, and the effective taxeatwere 34% and 24% for the six
months ended June 30, 2011 and 2010, respectiMatyeffective tax rate for the six months endeceBM, 2011 differed from the U.S.
federal statutory income tax rate of 35% principalcause the Company did not record a deferreliataikity of $21 million with respect to
the portion of the outside basis in the OWN joiebture attributable to the nondeductible goodvahitcibuted to OWN and production
activity deductions. These items were partiallyseffby state taxes. The effective tax rate foisthenonths ended June 30, 2010 differed f
the U.S. federal statutory income tax rate of 35%narily due to the reversal of a $28 million prewsly established foreign tax reserve
recorded in connection with the completion of adaxit, production activity deductions and a $18iam tax expense reduction for a change
in the Company’s election to claim foreign tax é¢tethat were previously taken as deductions, wiiehe partially offset by state taxes.

The Company is currently under examination by titerhal Revenue Service (“IRS”) for its 2009 an@&@onsolidated federal income
tax returns. With few exceptions, the Company isomger subject to audit by the IRS, state tax atiles, or foreign tax authorities for years
prior to 2006. Certain of the Company’s subsidi&gdee currently under examination for the 2006 20@7 tax years. The Company does not
expect any material adjustments.

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 June 30, Six Months Ended June 30,
2011 2010 2011 2010
Numerator:
Net income $ 254 $ 11C $  55¢ $ 28:
Less net income attributable to noncontrolling iests — (3) — ()
Net income attributable to Discovery Communicatjdns. 254 107 55¢ 27¢€
Stock dividends to preferred interests — (1) — D
Net income available to Discovery Communications,
stockholders« basic and dilute: $ 254 $ 10€ $  55¢ $ 27F
Denominator:
Weighted average shares outstan— basic 40€ 42¢ 407 42F
Weighted average dilutive effect of equity awards 4 5 5 5
Weighted average shares outstanding — diluted 41C 431 412 43C
Net income per share available to Discover
Communications, Inc. stockholders:
Basic $ 0.6 $ 0.2 $ 137 $ 0.6f
Diluted $ 0.62 $ 0.2 $ 1.3¢ $ 0.64
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Basic income per share is calculated by dividingt‘ddcome available to Discovery Communications, biockholders” by the
weighted average number of shares outstandingtddilincome per share adjusts basic income per $bhrattee dilutive effect for the assum
exercise of outstanding stock options and stockeseEARs and the vesting of outstanding servieeda&SUs, 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 &eeid under the respective arrangements assumitastieay of the most recent fiscal per
was the end of the contingency period.

The weighted average number of shares outstandirtpé three and six months ended June 30, 2012@H@lincluded the Company’s
outstanding Series A, Series B, and Series C conghares, as well as its outstanding Series A andsS€ convertible preferred shares. All
series of the Company’s common and preferred sheges included in the weighted average number afeshoutstanding when calculating
both basic and diluted income per share as thesholideach common and preferred series legallyoieates equally in any per share
distributions.

For both the three and six months ended June 304, Alluted income per share excluded three miliptions, PRSUs, and
contingently issuable preferred shares, becausgeitickision would have been anti-dilutive or sgieccriteria had not yet been achieved.

Diluted income per share for both the three andrsinths ended June 30, 2010 excluded five milliptioas, PRSUs, and contingently
issuable preferred shares, because their inclusinmd have been anti-dilutive or specific critelad not yet been achieved.

NOTE 11. SUPPLEMENTAL DISCLOSURES
Other Income (Expense), Net
Other income (expense), net consisted of the fatigin millions).

Three Months Ended June 30, Six Months Ended June 30,

2011 2010 2011 2010
Unrealized (losses) gains on derivative instrumenes $ Q) $ 6 $ 2 $ 5
Realized losses on derivative instruments, — (33 2 (33
Earnings (losses) from equity investees, 3 (20 8 a7
Other, net — — 3 4
Total other income (expense), net $ 2 $ (37) $ (B $ (41)

NOTE 12. RELATED PARTY TRANSACTIONS
The following is a description of the Company’sated parties.

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

The Company’s Board of Directors includes two merslveho served as directors of DIRECTV through Jue2010, including John
C. Malone, the former Chairman of the Board of DORE/ . Prior to June 16, 2010, Dr. Malone owned appnately 24% of the aggregate
voting power of DIRECTV. Effective June 16, 2010, Dlalone converted his Class B common stock intREBCTV Class A common stock,
which reduced his voting interest to 3% of DIRECEvid Dr. Malone and the other member of the ComigaBwyard of Directors who served
as a DIRECTYV director resigned from the DIRECTV Bbarhrough June 16, 2010,
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transactions with DIRECTV are reported as relat@dyptransactions. Revenues from transactions RARECTV were $50 million, or 5% of
total revenues, and $104 million, or 6%, of totalanues, for the three and six months ended Jur2030. Expenses from transactions with
DIRECTV were not material for the three and six therended June 30, 2010.

Discovery’s Board also includes three members vemeesas directors of Liberty Global, Inc. (“Libe®iobal”), including Dr. Malone,
who is Chairman of the Board of Liberty Global, ahcee members who serve as directors of LibertgdimM€orporation (“Liberty Media”),
also including Dr. Malone, the Chairman of the Rbaf Liberty Media. Dr. Malone beneficially ownsasbs representing approximately 42%
of the aggregate voting power of Liberty Global 8486 of the aggregate voting power of Liberty Media

Revenues from transactions with both Liberty Gladrad Liberty Media totaled $9 million, or 1% ofabtevenues, and $7 million, or
1% of total revenues, for the three months ended 30, 2011 and 2010, respectively. Revenues fransactions with both Liberty Global
and Liberty Media totaled $18 million, or 1% ofdbtevenues, and $14 million, or 1% of total revesyfor the six months ended June 30,
2011 and 2010, respectively. Expenses from traimsectvith both Liberty Global and Liberty Media fitiree and six months ended June 30,
2011 and 2010 were not material. The Company’s &Rebles, net” balances included insignificant aniewlue from both Liberty Global
and Liberty Media as of June 30, 2011 and Dece®bg?010.

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

Beginning January 25, 2010, transactions with AMEraported as related party transactions as # mfdDr. Malone joining AMC'’s
board. Operating expenses from transactions wittCAMere $4 million, or 1% of total operating expenfa the three months ended June
2011 and 2010. Operating expenses from transaatithsAMC were $8 million, or 1% of total operatirxpenses, and $14 million, or 1%
total operating expenses, for the six months edded 30, 2011 and 2010, respectively. Payable tadaas of the periods ended June 30,
2011 and December 31, 2010 and revenues from téosa with AMC for the three and six months endade 30, 2011 and 2010 were not
material.

Dr. Malone serves as a director on Discovery’s t@md owns shares representing approximately 23¥tecdiggregate general voting
power of Discovery’s outstanding stock. At thiséinDr. Malone also controls approximately 31% & @ompany’s aggregate voting power
relating to the election of the eight common stdikctors, as the preferred stock held by the Adeixdewhouse Programming Partnership
has not been converted into shares of Discovensisncon stock.

As a result of this common directorship and ownigrshansactions with Liberty Global, Liberty MedidMC, their respective
subsidiaries and equity method investees, andMRECTV through June 2010, are related party tretisas. The majority of the amounts
received under contractual arrangements with DIREQTberty Global, and Liberty Media entities redatto multi-year network distribution
arrangements. Revenues under these arrangemedntieiannual rate increases and are based on theenwisubscribers receiving the
related programming. AMC provides services, suckaasllite uplink, systems integration, originatiand postproduction to Discovery.

Other Related Parties

Other related parties primarily include unconsdhdbequity method investees, including unconsatidatlEs described in Note 3. The
Company provides equity method investees with e¢dragad services such as distribution, licensinigssand administrative support.
Revenues from other related parties were $24 milliw 2% of total revenues, and $16 million, or 8total revenues, for the three months
ended June 30, 2011 and 2010, respectively. Resdrara other related parties were $45 million, & @f total revenues, and $25 million, or
1% of total revenues, for the six months ended 3011 and 2010, respectively. Operating expefseservices acquired from other
related parties were $3 million, or 1% of total mgigng expenses, for the three months ended Juri203Q and 2010. Operating expenses for
services acquired from other related parties wé&rmBlion, or 1% of total operating expenses, a6dllion, or 1% of total operating
expenses, for the six months ended June 30, 2G12Gi0, respectively. The Company’s “Receivables; balances include $15 million and
$9 million due from the Company'’s other relatedtiearas of June 30, 2011 and December 31, 201k ctgely.

The Company'’s “Investments” balance includes nogesivable, net of earnings and losses absorbeddnuity method investees. See
Note 3 for further discussion. The Company recamtirest earnings from loans to joint ventures asraponent o“Earnings (losses) from
equity investees,” which is a component of “Otherdme (Expense), Net.” Interest earnings recordided $4 million and $8 million for the
three and six months ended June 30, 2011. Inteaesings recorded totaled $1 million and $2 millfonthe three and six months ended
June 30, 2010.
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NOTE 13. COMMITMENTS, CONTINGENCIES, AND GUARANTEES
Commitments

In the normal course of business, the Company ®im&y various commitments, which primarily inclualeangements for the purchase
of programming and talent, operating and capit@dearrangements for the use of equipment andgtisilemployment contracts, sponsor:
commitments, arrangements to purchase various goudiservices consumed in the normal course ohbsisj future funding commitments
to joint ventures (Note 3), and the obligationgsue additional preferred shares under the anfiiail provisions of its outstanding preferred
stock. Most commitments are payable over severisye

Contingencies
Put Right

Harpo has the right to require the Company to pasetits interest in OWN for fair value at varioaded (Note 3). No amounts have
been recorded for put right obligations.

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 procegsdimill 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 (NoteaBjl payment under certain jc
venture contracts. There were no material amowntgdarantees to joint ventures recorded as of 3an2011 and December 31, 2010.

The Company may provide or receive indemnitiesnidésl to allocate certain business transaction.riSiksilarly, the Company may
remain contingently liable for certain obligatioofsa divested business in the event that a thirtyghoes not fulfill its obligations under an
indemnification obligation. The Company recordgaaility for its indemnification obligations andhar contingent liabilities when probable.
There were no material amounts for indemnificationsther contingencies recorded as of June 301 288l December 31, 2010.

NOTE 14. REPORTABLE SEGMENTS

The Company’s reportable segments are determinggtan (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 treatedrdspdrty sales transactions. Inter-segment
transactions, which primarily include the purchatadvertising and content between segments, warsignificant for the periods presented.

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,

(iif) amortization of deferred launch incentivei) exit and restructuring charges, (v) certain &inment 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 medasanalyze the operating

19



Table of Contents

DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

performance of each segment against historical @& Company excludes mark-to-market stock-basetpensation, exit and restructuring
charges, certain impairment charges, and gainsg®)on business and asset dispositions from tbelaton of Adjusted OIBDA due to their
volatility or non-recurring nature. The Companyoa¢éxcludes depreciation of fixed assets and anatidiz of intangible assets and deferred
launch incentives as these amounts do not repreashtpayments in the current reporting periodusigid OIBDA should be considered in
addition to, but not a substitute for, operatingpime, net income, cash flows provided by operadityities, and other measures of financial
performance reported in accordance with GAAP.

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

Revenues by Segment

Three Months Ended June 30, Six Months Ended June 30,

2011 2010 2011 2010
U.S. Networks $ 66C $ 62C $ 1,247 $ 1,16¢
International Network 36¢€ 30¢ 691 58¢
Education and Othe 39 33 80 70
Corporate and inter-segment eliminations — 4 — 7
Total revenues $ 1,067 $ 962 $ 2,01¢ $ 1,832

Adjusted OIBDA by Segment

Three Months Ended June 30, Six Months Ended June 30,

2011 2010 2011 2010
U.S. Networks $ 39t $ 37¢ $ 72¢ $ 672
International Network 17:¢ 132 317 254
Education and Othe 5 1 13 6
Corporate and inter-segment eliminations (63 (57 (122 (112
Total adjusted OIBDA $ 51C $ 45k $ 937 $ 82C

Reconciliation of Total Adjusted OIBDA to Consolidaed Operating Income

Three Months Ended June 30, Six Months Ended June 30,

2011 2010 2011 2010
Total Adjusted OIBDA $ 51C $ 45k $ 937 $ 82C
Amortization of deferred launch incentiv 12 (10) (26) (22)
Mark-to-market stoc-based compensatic (19 (40) (23 (76)
Depreciation and amortizatic (30 (33 (60) (66)
Restructuring charge 4 — 5) 3
Gains on dispositions — — 12¢ —
Total operating income $ 44E $ 372 $ 952 $ 654

Total Assets by Segment

December 31

June 30,
2011 2010
U.S. Networks $ 2,60¢ $ 2,21¢
International Network 1,19¢ 1,125
Education and Othe 63 74
Corporate and inter-segment eliminations 7,97¢ 7,60(
Total assets $11,83¢ $ 11,01¢
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Total assets allocated to “Corporate” in the tatleve include the Comparsygoodwill balance as the financial informationiesyed by
the Company’s CODM does not include an allocatibgamdwill to each reportable segment.

NOTE 15. CONDENSED CONSOLIDATING FINANCIAL STATEMEN TS
Overview

The Senior Notes outstanding as of June 30, 20d Dagember 31, 2010 (Note 6) have been issued ky B@holly-owned subsidiar
of the Company, pursuant to a Registration Statemeifrorm S-3 filed with the SEC on June 17, 2G88 (Shelf Registration”). The
Company fully and unconditionally guarantees thei@eNotes on an unsecured basis. The Company, B@d/pr Discovery
Communications Holding, LLC (“DCH"), a wholly-owneslibsidiary of the Company (collectively the “Issi® may issue additional debt
securities under the Shelf Registration that altg find unconditionally guaranteed by the otheuéss.

Set forth below are condensed consolidating firerstatements 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 arrivéhatconsolidated financial statement
balances for the Company. DCL and the non-guarantiosidiaries of DCL are the primary operating slibses of the Company. DCL
primarily includes the Discovery Channel and TL@wwks in the U.S. The non-guarantor subsidiarfd3@L include the Animal Planet
network and substantially all of the Company’s otleS. and international networks, education busses, and most of the Company’s
websites and other digital media services. Theguarantor subsidiaries of DCL are wholly-owned @ibsies of DCL with the exception of
certain equity method investments. DCL is a whaollyaed subsidiary of DCH. The Company wholly ownsHDrough a 33 1/3% direct
ownership interest and a 66 2/3% indirect ownersitgrest through Discovery Holding Company (“DHCE)wholly-owned subsidiary of tt
Company. DHC is included in the other non-guarastdosidiaries 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 compamgu$se 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 amounts for the Company. The Conipatgounting 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 créla¢edifference, while tax expense relate
temporary differences has been allocated to edity eased on each entity’s pretax income relativzeonsolidated pretax income. Deferred
taxes of the Company, DCL, and the non-guarantosidiaries have been allocated based upon the tamypdifferences between the
carrying amounts of the respective assets anditiabiof the applicable entities.

As of June 30, 2011 and December 31, 2010, thearadlcash equivalents of the non-guarantor subidiaf DCL included $1 million
and $12 million, respectively, of cash related twasolidated joint venture that is only availafoleuse by the joint venture.

The condensed consolidating financial statemerdsldtbe read in conjunction with the consolidatiedricial statements of the
Company.
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DISCOVERY COMMUNICATIONS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

Condensed Consolidating Balance Sheet
June 30, 2011

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

Total assets

LIABILITIES AND EQUITY

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

Total current liabilities

Long-term debi

Other noncurrent liabilitie

Inter-company contributions and advances between

Discovery Communications, Inc. and subsidia

Equity (deficit) attributable to Discovery
Communications, Inc

Equity and advances attributable to Discovery
Communications, Inc

Noncontrolling interest

Total equity

Total liabilities and equity

(in millions)
Other Non-
Guarantor
Subsidiaries Reclassifications
Non-Guarantor Discovery
Subsidiaries of of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
$ — $ — $1000 $ 922 $ 3 $ — $ 1,09t
— — 412 48¢€ 12 ) 90¢
— — 13 80 — — 93
17 — 11¢ 88 1 — 22F
17  — 1,54« 74€ 16 2 2,321
8,87¢ 6,481  4,53¢ — 6,70C (26,59/) —
— — 594 71€ — — 1,31(
— — 3,767 2,53t — — 6,30z
— 20 85¢ 1,03¢ 6 (20 1,90
$ 8,897 $6,501 $11,30: $ 503t $ 6,727 $ (26,616 $ 11,83¢
$ 11 $ 3 $ 197 $ 19¢ $ 5 % 2 $ 412
— — 6 16 — — 22
— — 77 102 1 — 18C
11 3 28C 31¢€ 6 ) 614
— — 4,15¢€ 79 — — 4,23¢
— — 38¢€ 10C 7 (20) 473
2,367 1,58¢ (212) 4,651 967 (9,35¢) —
6,517 4,917  6,69¢ (111 5,74 (17,23 6,51¢
8,88( 6,49¢ 6,481 4,54( 6,70¢ (26,595 6,51
— — — — — 1 1
8,88( 6,49¢ 6,481 4,54( 6,70¢ (26,599 6,514
$ 8,897 $6,501 $11,30: $ 503t $ 6,722 $ (26,616 $ 11,83¢
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Balance Sheet
December 31, 2010

(in millions)
Other Non-  Reclassifications
Non-Guarantor Guarantor Discovery
Subsidiaries of  Subsidiaries o and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
ASSETS
Current asset:
Cash and cash equivalel $ — $ — $ 36¢ $ 93 $ 4 % — $  46¢
Receivables, n¢ — — 391 47€ 13 — 88C
Content rights, ne — — 8 75 — — 83
Prepaid expenses and other current a: 10¢ 3 10E 89 1 (1) 30€
Total current asse 10¢ 3 873 733 18 Q) 1,73¢
Investment in and advances to subsidie 8,53( 6,091 4,12¢ — 6,48¢ (25,239 —
Noncurrent content rights, n — — 557 68¢€ — — 1,24¢
Goodwill — — 3,87¢ 2,55¢ — — 6,43¢
Other noncurrent asse — 12 872 72€ 7 (12 1,60t
Total asset $ 8,63¢ $6,10¢ $10,307 $ 4,70t $ 6,50¢ $ (25,247 $ 11,01¢
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable and accrued liabilit $ — $ — $ 21c $ 26C $ 5% (1) $ 48C
Current portion of lon-term debt — — 6 14 — — 20
Other current liabilitie — 1 121 162 1 — 28t
Total current liabilities — 1 343 43€ 6 (1) 78t
Long-term debt — — 3,51z 85 — — 3,59¢
Other noncurrent liabilitie — — 36C 47 8 12 40z
Inter-company contributions and advances between
Discovery Communications, Inc. and subsidia 2414 1,771 (57 4,70z 1,14 (9,979 —
Equity (deficit) attributable to Discovery
Communications, Inc 6,228 4,32¢ 6,14¢ (565) 5,352 (15,267) 6,22t
Equity and advances attributable to Discovery
Communications, Inc 8,63¢ 6,10¢ 6,091 4,137 6,49t (25,247 6,22F
Noncontrolling interest — — — — — 8 8
Total equity 8,63¢ 6,10¢ 6,091 4,137 6,49t (25,23 6,23
Total liabilities and equit $ 8,63¢ $6,10¢ $10,307 $ 4,70t $ 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 June 30, 2011

(in millions)
Other Non- Reclassifications
Non-Guarantor Guarantor Discovery
Subsidiaries o Subsidiaries o and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
Revenues $ — $— $45¢ % 59 $ 17 $ (2 $ 1,067
Costs of revenues, excluding depreciation and anabidn
listed below — — 98 17¢ 14 2 28¢
Selling, general and administrati 3 — 96 19¢ 3 — 30C
Depreciation and amortizatic — — 9 21 — — 30
Restructuring charge — — 4 — — — 4
3 — 207 397 17 (2) 622
Operating (loss) incom R — 252 19¢ — — 44~
Equity in earnings of subsidiari 25€ 25€ 121 — 171 (8049) —
Interest expense, n — — (49) — — — (49
Other income, ne — — 2 — — — 2
Income before income tax 253 25€ 32¢ 19¢ 171 (804) 39¢
Benefit from (provision for) income tax 1 — (70) (75) — — (144
Net income $ 254 $25€ $25€¢ $ 121 $ 171 $ (804) $ 254
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

Condensed Consolidating Statement of Operations
Three Months Ended June 30, 2010

Revenues

Costs of revenues, excluding depreciation and anabidn
listed below

Selling, general and administrati

Depreciation and amortization

Operating (loss) incom

Equity in earnings of subsidiari

Interest expense, n

Loss of extinguishment of de

Other (expense) income, net

Income before income tax

Benefit from (provision for) income taxes

Net income

Less net income attributable to noncontrolling iests

Net income attributable to Discovery Communicatjdns.

Stock dividends to preferred interests
Net income available to Discovery Communications,
stockholders

(in millions)
Other Non- Reclassifications
Non-Guarantor Guarantor Discovery
Subsidiaries of  Subsidiaries o and and

Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
$ — $— $431 $ 51¢ $ 16 $ (3 $ 968
S — 87 15¢E 15 ©) 254
2 — 88 212 2 — 304
— — 8 24 1 — 33
2 — 187 391 18 (3) 591
2 — 24¢ 12¢ 2) — 372
10€ 151 88 — 73 (420 —
— (19 (29 @ — — (48)
— (200 (@116 — — — (13€)
— (28) (14 5 — — (37)
10€ 85 17¢& 131 71 (420 151
1 24 (27) (40) 1 — (41)
107 10¢ 151 91 72 (420 11C
- — — @ — @ (©)
107 10¢ 151 90 72 (422) 107
O — _—= — — — @
$ 10€ $10¢ $151 $ 920 $ 72 $ (422) $  10¢€
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Operations
Six Months Ended June 30, 2011

(in millions)
Other Non- Reclassifications
Non-Guarantor Guarantor Discovery
Subsidiaries o Subsidiaries o and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
Revenues $ — $— $87C $ 1,117 $ 3K $ 4 $ 2,01¢
Costs of revenues, excluding depreciation and anabidn

listed below —  — 194 34z 29 4) 561
Selling, general and administrati 6 — 17¢ 37¢ 6 — 56¢
Depreciation and amortizatic —  — 19 40 1 — 60
Restructuring charge —_- - 4 1 — — 5
Gains on dispositions —  — — (12€) — — (12€)
6 — 39¢€ 632 36 (4) 1,06¢
Operating (loss) incom 6 — 474 48t 1) — 952

Equity in earnings of subsidiari 563 564 31z — 37¢€ (1,81¢) —
Interest expense, n —  — (96) 2 — — (98)
Other income (expense), net —  — 3 (8 — — 5
Income before income tax 557 564 694 47E 37t (1,816 84¢
Benefit from (provision for) income taxes 2 — (130 (162) — — (290
Net income $ 55¢ $564 $564 $ 31 $ 37E (1,816 $ 55¢
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DISCOVERY COMMUNICATIONS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

Condensed Consolidating Statement of Operations

Six Months Ended June 30, 2010
(in millions)

Revenues

Costs of revenues, excluding depreciation and anabidn
listed below

Selling, general and administrati

Depreciation and amortizatic

Restructuring charges

Operating (loss) incom

Equity in earnings of subsidiari

Interest expense, n

Loss on extinguishment of de

Other (expense) income, net

Income before income tax

Benefit from (provision for) income taxes

Net income

Less net income attributable to noncontrolling iests

Net income attributable to Discovery Communicatjdns.

Stock dividends to preferred interests

Net income available to Discovery Communications,
stockholders

Other Non-

Non-Guarantor

Subsidiaries of

Guarantor

Subsidiaries o

Reclassification:

Discovery

and

and

Discovery DHC DCL Discovery Eliminations Subsidiaries
$ — $— $81t $ 98e $ 33 $ (4 $ 183
— —  18¢ 30¢€ 30 (%) 521

6 — 191 38¢ 5 — 58¢

— — 20 45 1 — 66
=== 3 - - 3

6 —  40C 74C 36 (4) 1,17¢

(6) —  41F 24¢ 3 - 654
28C 34€  19% — 18¢ (1,009 —
— (48) (59 ©) — — (106)
— (200 (116 — — — (13€)
— (32 (19 9 — — (42)
274 246 421 254 18E (1,009 371

2 36 (75 (52) 1 — (88)

27€ 28z 34¢ 20z 18€ (1,009 28:%
- = _= ) — (©) @)
27€ 28z  34¢€ 19¢ 18¢ (1,019 27¢€
O = = — — — (1)

$ 27t $28Z $34€ $ 19¢ $ 18¢ $ (1,013 $ 27¢
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Cash Flows
Six Months Ended June 30, 2011

(in millions)
Other Non -
Non-Guarantor Guarantor Discovery
Subsidiaries o Subsidiaries o and
Discovery DCH DCL DCL Discovery Eliminations  Subsidiaries

Operating Activities
Cash provided by (used in) operating activi $ 10C $ (2% 71 % 26z $ — 3 — $ 431
Investing Activities
Purchases of property and equipm — — 9 a7 (€D} — (27)
Investments in and advances to equity inves — — — (82 — — (82
Cash used in investing activiti — — 9 (99) Q) — (109
Financing Activities
Borrowings from long term debt, net of discount &gliance

COsSts — — 641 — — — 641
Principal repayments of capital leases obligat — — 2 (17) — — (13
Repurchases of common stc B77) — — — — — (377)
Cash distributions to noncontrolling intere — — — — — @) @)
Proceeds from stock option exerci: 5 — — — — — 55
Inter-company contributions and other financing actisgitiee 222 2 (70 (167) — 7 —
Cash (used in) provided by financing activit (200 2 56¢ 172 — — 29¢
Effect of exchange rate changes on cash and casvadmnts — — — 8 — — 8
Net change in cash and cash equival — — 631 QD QD — 62¢
Cash and cash equivalents, beginning of pe — — 36¢ 93 4 — 46€
Cash and cash equivalents, end of pe $ — $— $1000 $ 22 $ 3 3 — $ 1,09
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Cash Flows
Six Months Ended June 30, 2010

(in millions)
Other Non-
Non-Guarantor Guarantor Discovery
Subsidiaries o Subsidiaries o and
Discovery DCH DCL DCL Discovery Eliminations  Subsidiaries

Operating Activities
Cash (used in) provided by operating activi $ @B % BH$ @) % 208 $ 2 % — 3 90
Investing Activities
Purchases of property and equipm — — (4) (15 (@D} — (20
Business acquisitions, net of cash acqu — — — (38) — — (38)
Investments in and advances to equity investees — — (39 (2 — — (47)
Cash used in investing activiti — — (43 (55) Q) — (99
Financing Activities
Borrowings from long-term debt, net of discount and

issuance cos! — — 2,97( — — — 2,97(
Principal repayments of lo-term debt — (1,94%) (93%) — — — (2,887%)
Inter-company contributions and other financing\aiits,

net 35 2,00 (1,849 (179 (3) — 12
Cash provided by (used in) financing activit 35 55 191 179 (©)] — 99
Net change in cash and cash equival — — 121 (29) 2 — 90
Cash and cash equivalents, beginning of period — — 47€ 144 3 — 623
Cash and cash equivalents, end of period $ — $ — $ 597 % 11t $ 1 $ —  $ 71Z
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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 deploymentss§pnal video recorders, video on demand, intgmradbcol television, mobile devices
and personal tablets and their impact on televiaibrertising revenue; rapid technological chanfigare financial performance, including
availability, terms, and deployment of capital;ctivations in foreign currency exchange rates aditiqgad unrest in international markets; the
ability of suppliers and vendors to deliver produequipment, software, and services; the outcdraeypending or threatened litigation;
availability of qualified personnel; the possibilif an industry-wide strike or other job actiofeating a major entertainment industry union,
or the duration of any existing strike or job antichanges in, or failure or inability to complytini government regulations, including,
without limitation, regulations of the Federal Conmications Commission and adverse outcomes fromaggry proceedings; changes in the
nature of key strategic relationships with partreerd joint venture partners; competitor respons@ait products and services and the
products and services of the entities in which aeehinterests; threatened terrorist attacks andinggnilitary action in the Middle East and
other parts of the world; reduced access to capitakets or significant increases in costs to herand a failure to secure affiliate
agreements or renewal of such agreements on lessafde terms. For additional risk factors, reteftem 1A, “Risk Factors,” in our 2010
Form 10-K. These forward-looking statements andhsigks, uncertainties, and other factors speak aslof the date of this Quarterly Report
and we expressly disclaim any obligation or undémgto disseminate any updates or revisions tofarward-looking statement contained
herein, to reflect any change in our expectatioitls vregard thereto, or any other change in eveatsditions or circumstances on which any
such statement is based.

BUSINESS OVERVIEW

We are a global nonfiction media and entertainneentpany that provides programming across multiggiution platforms
throughout the world. We distribute customized pangming in over 40 languages in the U.S. and o@6r@&her countries and territories. (
global portfolio of networks includes prominenteteiion brands such as Discovery Channel, onesofitst nonfiction networks and our mi
widely distributed global brand, TLC, Animal Plapn8tience Channel, and Investigation Discovery.af§e 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 tarapé 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 programigiand 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 $660 miliied $1.2 billion during the three and six morghded June 30, 2011,
respectively, which represented 62% of our totalsclidated net revenues for both periods. This segnrvholly owns and operates nine
national television networks, principally throughdive U.S., including prominent television brandstsas Discovery Channel, TLC, and
Animal Planet. In addition, this segment has irderén OWN: Oprah Winfrey Network (“OWN”), The Huand 3net, which are joint venture
operated networks. We account for our interesteérunderlying joint ventures using the equity roetf accounting.

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 ioifi of tax expense.

Following the contribution, we no longer consolel#te domestic Discovery Health network. Additibnahet losses generated by
OWN are allocated to both joint venture partnerseblaon their proportionate ownership interestscivlare 50-50. Previously, we recognized
100% of OWN's net losses. Future net income geadray OWN will initially be allocated 100% to us tgpthe amount of net losses
previously recognized by us prior to the contribatiAfter we have recouped our losses, any exagsacome will be allocated to both joint
venture partners based on their proportionate cstiginterests.

U.S. Networks generates revenues from fees chaoggpkerators who distribute our networks, whichmaniily include cable and DTH
satellite service providers, and from advertisialgl ®n our television networks, websites, and othigital media services. Distribution fees
are based on the number of subscribers receivingrogramming. Distribution revenues are recognizedof incentives we provide to
operators in exchange for carrying our networksehtives typically include cash payments to opesaftiaunch incentives”), providing the
channel to the distributor for free for a predetieied length of time, or both. Launch incentives @apitalized as assets upon launch of our
network by the operator and are amortized on &$itrdine basis as a reduction of revenue ovetehm of the contract, including free
periods. Advertising revenues are dependent upamer of factors including the number of subsestie our channels, viewership
demographics, the popularity of our programmingi aar ability to sell commercial time over a grafirhannels. Our U.S. Networks
segment also generates revenues from affiliateadwudrtising sales representation services for 4béndy and joint venture networks and the
licensing of our brands for consumer products. Byithe three months ended June 30, 2011, advetidistribution, and other revenues w
55%, 41%, and 4%, respectively, of total net reearfor this segment. During the six months endee B0, 2011, advertising, distribution,
and other revenues were 52%, 44%, and 4%, respBctof total net revenues for this segment. Thecbvery Channel, TLC, and Animal
Planet collectively generated 75% of U.S. Netwotksal net revenues for the three and six montkeédune 30, 2011.
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U.S. Networks’ largest single cost is the costrafggamming, including production costs for origipabgramming. U.S. Networks
amortizes the cost of capitalized content rightsebeon the proportion that current estimated resgiear to the estimated remaining total
lifetime revenues, which results in either an a@@ked method or a straight-line method over thienated useful lives.

International Networks

International Networks generated net revenues 683$8illion and $691 million during the three and sionths ended June 30, 2011,
respectively, which represented 34% of our totalsotidated net revenues. International Networksist® of national and pan-regional
television networks and a portfolio of websitedetnational Networks owns and operates a portfafi@levision networks, led by Discovery
Channel and Animal Planet, which are distributediitually every pay-television market in the wotltough an infrastructure that includes
operational centers in London, Singapore, and Midimis segment has one of the largest internatidistdibution platforms with two to
thirteen networks in more than 200 countries andtégies around the world. At June 30, 2011, Intgional Networks operated over 140
unique distribution feeds in over 40 languages withnnel feeds customized according to languagesre®d advertising sales opportunities.

The International Networks segment continues tayiinternational expansion in select areas. Fameie, in 2010, we began the
international rollout of TLC as a female-targetdéobal flagship, and have launched TLC in over 30ntges and territories in Europe and
Asia, with additional launches planned. In addition November 12, 2010, we acquired the remaind¥% terest in substantially all of the
international Animal Planet and Liv (formerly Peepl Arts) networks from our joint venture partrtbée BBC, giving us 100% ownership of
these networks. Previously, these networks wereabge as 50-50 joint ventures between us and the. BBe determined that we were the
primary beneficiary of the joint ventures with tBBC, and therefore, consolidated these joint vexstyorior to the acquisition. With this
acquisition, we wholly own and operate most of international television networks, except for chelsrin Japan and Canada, which are
operated by joint ventures with strategically intpat local partners. We anticipate that internati@xpansion will continue to be an area of
focus.

On February 17, 2010, we acquired all interesemimiplink 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.

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

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 Euidjlelle East, and Africa
(“CEEMEA™); Latin America; and Asia-Pacific. Prewisly, International Networks’ regional operatioeparted into the following four
regions: the U.K.; Europe (excluding the U.K.), Miel East, and Africa (‘EMEA”); Asidacific; and Latin America. This realignment did
impact the Company’s consolidated financial statgether than to change the regions in which veerdee our operating results for the
International Networks segment.

Similar to our U.S. Networks segment, the primanyrses of revenues for International Networks aesfcharged to operators who
distribute our networks, which primarily includebéa and DTH satellite service providers, and frahaetising 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 feda®rnational television markets vary in theirgga of development. Some, notably the U
are more advanced digital multi-channel televisitarkets, while others remain in the analog envireminwith varying degrees of investment
from operators in expanding channel capacity ovedmg to digital. Advertising revenues are departdipon a number of factors including
the stage of development of pay television marketmber of subscribers to our channels, viewerdaipographics, the popularity of our
programming, and our ability to sell commercialdimver a group of channels. In developing pay isien markets, we expect advertising
revenue growth will result from subscriber growdly localization strategy, and the shift of adwentj spending from broadcast to pay
television. In relatively mature markets, such assWrn Europe, the growth dynamic is changing eased 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 televisimetworks and launching new services, either intplvision or free television environmer
During the three months ended June 30, 2011, hligkoin, advertising, and other revenues were 6@%,3and 4%, respectively, of total net
revenues for this segment. During the six montltedrdune 30, 2011, distribution, advertising, aiheiorevenues were 62%, 34%, and 4%,
respectively, of total net revenues for this segmen

International Networks’ largest cost is programmiwgich is acquired from our U.S. Networks segnwrthrough production,
coproduction, or license arrangements with thindipa. While our International Networks segment imazes the use of
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shared programming from our U.S. Networks segmeatalso provide local programming that is tailotedndividual market preferences.
International Networks amortizes the cost of cdigital content rights based on the proportion thatent estimated revenues bear to the
estimated remaining total lifetime revenues, whigsults in either an accelerated method or a $irdilge method over the estimated useful
lives.

Education and Other

Education and Other generated net revenues of #88mand $80 million during the three and six ntlesmended June 30, 2011,
respectively, which represented 4% of our totalsotidated net revenues for both periods. Our Edreand Other segment is primarily
comprised of curriculum-based product and serviterings and postproduction audio services. Ouicatlan business generates revenues
primarily from subscriptions charged to public givate K-12 schools for access to an online VOiise that includes a suite of
curriculum-based tools, professional developmentises, and to a lesser extent student assessmempiélication of hardcopy curriculum-
based content. Our education business also patiEpn corporate partnerships, global brand antkot licensing business with leading non-
profits, foundations and trade associations. Oblisinesses primarily include postproduction audiwises that are provided to major motion
picture studios, independent producers, broadedstanks, cable channels, advertising agenciesjrdathctive producers.

RESULTS OF OPERATIONS
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 bew 2011 and 2010 has been impacted by the demaigmi. Accordingly to assist the
reader in better understanding the changes inesults of operations, the following table presémésresults of operations of the Discovery
Health network for the three and six months endsga: B0, 2010, (in millions).

Three Months Endec Six Months Endec
June 30, 2010 June 30, 2010

Revenues
Distribution $ 3 $ 7
Advertising 17 31
Other 1 1
Total revenue 21 39
Costs of revenue 7 14
Selling, general and administrative 4 8
Total operating expenses 11 22
Operating income $ 10 $ 17
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Consolidated Results of Operations

Our consolidated results of operation were asfdl@n millions).

% Change
Three Months Ended June 30, Favorable/
2011 2010 (Unfavorable)
Revenues
Distribution $ 49: 44¢ 10%
Advertising 494 43t 14%
Other 80 79 1%
Total revenues 1,063 963 11%
Costs of revenues, excluding depreciation
and amortizatiol 28¢ 254 (13)%
Selling, general and administrati 30C 304 1%
Depreciation and amortizatic 30 33 9%
Restructuring charge 4 — — %
Gains on dispositions — — — %
622 591 (5)%
Operating incom: 44~ 372 20%
Interest expense, n (49) (48) 2%
Loss on extinguishment of de — (13€) NM
Other income (expense), net 2 (37 NM
Income before income tax 39¢ 151 NM
Provision for income taxes (144) (42) NM
Net income 254 11C NM
Less net income attributable to
noncontrolling interest — 3 NM
Net income attributable to Discove
Communications, Inc 254 107 NM
Stock dividends to preferred interests — (2) NM
Net income available to Discove
Communications, Inc. stockholde $ 254 10€ NM

NM — not meaningful.

Revenues

% Change
Six Months Ended June 30, Favorable/
2011 2010 (Unfavorable)
$ 973 $ 894 9%
88¢ 78% 13%
15¢ 15E 3%
2,01¢ 1,832 10%
561 521 (8)%
56¢ 58¢ 3%
60 66 9%
5 3 (67)%
(129) — — %
1,06¢€ 1,17¢ 10%
952 654 46%
(99) (10€) 8%
— (13€) NM
® (41 88%
84¢ 371 NM
(290) (89) NM
55¢ 28< 98%
— (7 NM
55¢ 27¢€ NM
— 1) NM
$ 55¢ $ 27¢ NM

Distribution revenues for the three and six momthded June 30, 2011, increased $44 million anchiilli®n, respectively. Excluding
the impact of foreign currency fluctuations and éffect of no longer consolidating the Discoveryahile network, distribution revenues
increased 8% for the three and six months endeel 30n2011. Increases were driven by rate increasgsubscriber growth.

Advertising revenues for the three and six montided June 30, 2011, increased $59 million and $1i0®n, respectively. Excluding
the impact of foreign currency fluctuations and éffiect of no longer consolidating the Discoveryahile network, advertising revenues
increased 16% for the three and six months endeel 30, 2011. Increases were attributable to inedepsicing and higher sellouts.

Advertising revenues also benefited from an $8iamlbenefit for non-recurring revenue items in seeond quarter of 2011.
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Costs of Revenues

Costs of revenues, which consist primarily of cah&xpense, production costs, distribution costd,sales commissions, increased $34
million and $40 million for the three and six mostnded June 30, 2011, respectively. Excludingntipact of foreign currency fluctuations
and the effect of no longer consolidating the Disag Health network, costs of revenues increaséd abd 9% for the three and six months
ended June 30, 2011, respectively. The increasesits of revenues was principally related to higlwertent expense and higher sales
commissions. Content expense and continued comasetidnvestment in programming increased $31 milla the three and six months
ended June 30, 2011, primarily due to continuedstment in programming and the international exjpansf networks, such as TLC.

Selling, General and Administrativ

Selling, general and administrative expenses, wpititipally comprise employee costs, marketinggagsearch costs, and occupancy
and back office support fees, decreased $4 midlimh $19 million for the three and six months endiete 30, 2011, respectively. Excluding
the impact of foreign currency fluctuations and ¢fiect of no longer consolidating the Discoveryakiie network, selling, general and
administrative expense was flat and decreased 8¥hdahree and six months ended June 30, 201dectsgely. The decrease in selling,
general and administrative expenses was driverebsedses of $18 million and $45 million for stoadséd compensation, for the three and
six months ended June 30, 2011, respectively. Staskd compensation expense decreased $22 miticb$%5 million due to a decline in
outstanding unit awards and SARs, which are caglede@wards, for the three and six months ended 30, 2011, respectively; partially
offset by an increase in expense of $4 million &h@ million for stock options and an increase i tlumber of outstanding PRSUs and
RSUs.

The decreases were partially offset by higher eygdacosts due to merit based increases in compemsiaicreased costs related to the
international expansion of networks, such as Tl@, greater presence in new territories, such aefaEurope, and increased research cost:
related to obtaining ratings services for additloretworks.

Depreciation and Amortizatiol

Depreciation and amortization expense decreasadil$8n and $6 million for the three and six mon#rsded June 30, 2011,
respectively, due to lower asset balances as & odstertain assets becoming fully depreciategrior periods.

Restructuring Charge:

We incurred restructuring charges of $4 million tlee three months ended June 30, 2011, primaléye® to various employee
terminations and other exit activities. For thersianths ended June 30, 2011 and 2010, respectivelincurred restructuring charges of $5
million and $3 million.

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 thee@stment retained less the book basis of contribagsedts.

Interest Expense, Ne

Interest expense, was relatively flat for the thremnths ended June 30, 2011, when compared t@the period in 2010. Interest
expense, net decreased $8 million for the six moatided June 30, 2011, as compared to prior pduedo decreases in interest expense
related to interest rate swaps. For the six moaitited June 30, 2010, we incurred $20 million ienest expense related to interest rate s\
During 2010, most of our interest rate swaps eithatured or were settled prior to maturity as altexf refinancing most of our debt in June
2010. Decreases in interest expense attributablgerest rate swaps were partially offset by iases in interest expense on outstanding debt
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Other Income (Expense), Net
Other income (expense), net consisted of the fatigin millions).

Three Months Ended June 30, Six Months Ended June 30,

2011 2010 2011 2010
Unrealized (losses) gains on derivative instrumeres $ (@) $ 6 $ 2 $ 5
Realized losses on derivative instruments, — (33 2 (33
Earnings (losses) from equity investees, 3 (20 8 ()
Other, net — — 3 4
Total other income (expense), net $ 2 $ (37) $ (B $ (41)

The decrease in losses from equity method invedswesis primarily attributable to the change inpheportion of OWN's loss
recognized from 100% prior to the launch on Janda011, to 50% subsequent to the launch andaease in interest earned on the OWN
note. The decrease in derivative losses is a rekutducing the derivatives held by the Compangars of the issuance of Senior Notes in
2010.

Provision for Income Taxe:

Our tax provisions were $144 million and $41 milli@nd the effective tax rates were 36% and 27%hithree months ended June 30,
2011 and 2010, respectively. The effective tax fate¢he three months ended June 30, 2011 differed the U.S. federal statutory income
tax rate of 35% due primarily to state taxes pBytiaffset by production activity deductions. Thigegtive tax rate for the three months ended
June 30, 2010 differed from the U.S. federal stajuincome tax rate of 35% due primarily to prodoctactivity deduction and a $13 million
tax benefit for a change in the Company'’s electmalaim foreign tax credits that were previousliggn as deductions, which were partially
offset by state taxes.

Our income tax provisions were $290 million and $@8ion, and the effective tax rates were 34% a4é for the six months ended
June 30, 2011 and 2010, respectively. The effetsixeate for the six months ended June 30, 20ffdrdd from the U.S. federal statutory
income tax rate of 35% principally because we ditirecord a deferred tax liability of $21 millionttv respect to the portion of the outside
basis in the OWN joint venture attributable to tteedeductible goodwill contributed to OWN, prodoatiactivity deductions, which were
partially offset by state taxes. The effective tate for the six months ended June 30, 2010 ddfén@n the U.S. federal statutory income tax
rate of 35% due primarily to the reversal of a §#Bion previously established foreign tax resergeorded in connection with the complet
of its tax audit, production activity deductionslem$13 million tax expense reduction for a changbe Company’s election to claim foreign
tax credits that were previously taken as dedustiamich were partially offset by state taxes.

Net Income Attributable to Noncontrolling Interest

The $3 million and $7 million decreases in net meoattributable to noncontrolling interests for theee and six months ended June 30,
2011, respectively, were due to the acquisitiothefBBC's interests in the international Animaliaand Liv networks on November 12,
2010. Following the acquisition, the Company naglenallocates net operating results to noncontilinterests.

Segment Results of Operations

We evaluate the operating performance of our setgriised on financial measures such as revenuesdarsied operating income
before depreciation and amortization (“Adjusted D). Adjusted OIBDA is defined as revenues lessts®mf revenues and selling, general
and administrative expenses excluding: (i) markagrket stock-based compensation, (ii) depreciaimhamortization, (iii) amortization of
deferred launch incentives, (iv) exit and restrriayicharges, (v) certain impairment charges, afdyains (losses) on business and asset
dispositions. We use this measure to assess thatomeresults and performance of our segment$operanalytical comparisons, identify
strategies to improve performance, and allocateuress to each segment. We believe Adjusted OIBD#&levant to investors, because it
allows them to analyze the operating performanasach segment using the same metric managemerand@dso provides investors a
measure to analyze the operating performance &f &gment against historical data. We exclude rtwrkarket stock-based compensation,
exit and restructuring charges, certain impairnoatrges, and gains (losses) on business and égsesitions 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 substitoteoperating income, net income, cash flows pitedi by operating activities and other
measures of financial performance reported in atwre with U.S. generally accepted accounting fplies (‘GAAP”).
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Additionally, certain corporate expenses are exaiuilom segment results to enable executive managieim 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 staénts included in Item 1, “Financial Statemenitsthis Quarterly Report on Form 10-Q.

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

% Change

Three Months Ended June 30, Favorable/

Six Months Ended June 30,

% Change
Favorable/

2011 2010 (Unfavorable) 2011 2010 (Unfavorable)
Revenues
U.S. Networks $ 66C $ 62C 6% $ 1,247 $ 1,16¢ 7%
International Network 36¢ 30¢€ 20% 691 58¢ 17%
Education and Othe 39 33 18% 80 70 14%
Corporate and inter-segment
eliminations — 4 NM — 7 NM
Total revenue 1,067 962 11% 2,01¢ 1,83¢ 10%
Costs of revenues, excluding depreciation
amortizatior@ (28¢) (259) (13)% (561) (521) (8)%
Selling, general and administrati® (287) (264) (6)% (54€) (512 (7%
Add: Amortization of deferred launch
incentives® 12 10 (20)% 26 21 (24)%
Adjusted OIBDA $ 51C $  45E 12% $ 937 $ 82 14%

NM — not meaningful.

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

amortization, restructuring charges, and gainsigpogitions

@ Amortization of deferred launch incentives are iiteld 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 consolethdjusted OIBDA to

consolidated operating income (in millions).

% Change

Three Months Ended June 30, Favorable/

Six Months Ended June 30,

% Change
Favorable/

2011 2010 (Unfavorable) 2011 2010 (Unfavorable)
Adjusted OIBDA:
U.S. Networks $ 39t $ 37¢ 4% $ 72¢ $ 672 8%
International Network 17z 132 31% 317 254 25%
Education and Othe 5 1 NM 13 6 NM
Corporate and inter-segment
eliminations (63) (57 (12)% (122) (112) (9)%
Total Adjusted OIBDA: 51C 45k 12% 937 82C 14%
Amortization of deferred launch
incentives (12 (20 (20)% (26) (22) (24)%
Mark-to-market stock-based
compensatiol 19 (40) 53% (23) (76) 70%
Depreciation and amortizatic (30 (33 9% (60) (66) 9%
Restructuring charge 4 — — % (5) (©)] (67)%
Gains on dispositions — — — % 12¢ — — %
Operating income $ 44t $ 372 20% $ 952 $ 654 46%

NM — not meaningful.
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U.S. Networks

The following table presents, for our U.S. Netwaskgment, revenues by type, certain operating esgseicontra revenue amounts,
Adjusted OIBDA, and a reconciliation of AdjustedBDIA to operating income (in millions). While thebta below discloses reported
amounts, the discussion of segment results thiatfelcompares the current year operating resuliseqrior year’'s excluding the impact of
the Discovery Health network for all periods disses.

Three Months Ended June 30,

% Change
Favorable/

Six Months Ended June 30,

% Change
Favorable/

2011 2010 (Unfavorable) 2011 2010 (Unfavorable)
Revenues
Distribution 272 $ 262 4% $ 547 $ 522 5%
Advertising 361 32¢ 10% 651 59t 9%
Other 26 28 (N% 49 49 — %
Total revenue 66C 62C 6% 1,247 1,16¢ 7%
Costs of revenues, excluding depreciation
and amortizatiol (1549 (137) (18)% (307) (27€) (9)%
Selling, general and administrati (113) (112) D)% (221) (222) — %
Add: Amortization of deferred launch
incentives 2 2 — % 4 4 — %
Adjusted OIBDA 39t 37¢ 4% 72¢ 672 8%
Amortization of deferred launch
incentives 2 2 — % 4) 4) — %
Depreciation and amortizatic 4 5) 20% 8 (12) 27%
Restructuring charge 2 — — % €)] — — %
Gains on dispositions — — — % 12¢ — — %
Operating income 387 $ 37z 4% $ 84: $ 657 28%

Revenues

Distribution revenues for the three and six momthded June 30, 2011, increased $13 million anch§iBi®n, respectively, due to
annual contractual distributor rate increases anid@ease in paying subscribers, principally fetworks carried on the digital tier.

Advertising revenues for the three and six montided June 30, 2011 increased $49 million and $8wmirespectively, driven by
increased pricing in the upfront and scatter marked higher sellouts, as well as an $8 milliomease for nonrecurring revenue items in the
second quarter of 2011.

Costs of Revenues

Costs of revenues, which consist primarily of cabexpense, sales commissions, distribution casts production costs, increased $30
million and $39 million during the three and six mtiles ended June 30, 2011, respectively. The inesgascosts of revenues were due
primarily to an increase in content expense, whitlects our continued investment in programmiragtiplly offset by $18 million of lower
content write-offs for the six months ended June28.1.

Selling, General and Administrativ

For the three and six months ended June 30, 2@llihgs general and administrative expenses, whramcipally comprise employee
costs, marketing costs, research costs, and occyjpatl back office support fees, were comparablbesame periods in the prior year.
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Adjusted OIBDA

For the three and six months ended June 30, 20djlisfed OIBDA increased $26 million and $74 milliosaspectively, primarily due
increased advertising sales and growth in distidnutevenues.
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 % Change
Three Months Ended June 30, Favorable/ Six Months Ended June 30, Favorable/
2011 2010 (Unfavorable) 2011 2010 (Unfavorable)
Revenues
Distribution $ 22( $ 18¢ 18% $ 42¢ $ 37z 15%
Advertising 132 10€ 25% 234 18¢ 24%
Other 16 14 14% 31 29 7%
Total revenue 36¢ 30¢€ 20% 691 58¢ 17%
Costs of revenues, excluding depreciation
and amortizatiol (113 (97) (16)% (21¢) (19€) (1%
Selling, general and administrati (92 (85) (8)% (17¢) (15¢) (14%
Add: Amortization of deferred launch
incentives 10 8 25% 22 17 29%
Adjusted OIBDA 17z 132 31% 317 254 25%
Amortization of deferred launch
incentives (10 (8) (25)% (22 a7 (29)%
Depreciation and amortizatic (12 (12) (9% (22 (19 (16)%
Restructuring charges (2) — — % (2) (3 33%
Operating income $ 14¢ $ 11c 32% $ 271 $ 21t 26%

NM — not meaningful.

Revenues

Distribution revenues for the three and six momthded June 30, 2011, increased $34 million andhd@iBibn, respectively. Excluding
the impact of foreign currency fluctuations, distriion revenues increased 12% and 10% for the #mdesix months ended June 30, 2011,
respectively. The increase in distribution revemas attributable to continued expansion of payisien services across all regions and
increased rates for fees charged to operators veiibdte our networks in Latin America.

Advertising revenues for the three and six montided June 30, 2011, increased $26 million and $#l®m respectively. Excluding
the impact of foreign currency fluctuations, adigéng revenues increased by 17% and 18% for theethnd six months ended June 30, 2011,
respectively. Increases were attributable to impdopricing and sellouts across all regions.

Costs of Revenues

Costs of revenues, which consist primarily of cabexpense, distribution costs, sales commissimmd production costs, increased $16
million and $22 million during the three and six mties ended June 30, 2011, respectively. Excludiagrhpact of foreign currency
fluctuations, costs of revenues increased 14% &mhdo8 the three and six months ended June 30, 2@%fectively. The increase in costs of
revenues was due to higher content expense adtosgians and higher sales commissions in Wedtemope. Content expense increased $8
million and $13 million for the three and six mosttnded June 30, 2011, respectively, as a restiieohternational rollout of new networks,
such as TLC. Sales commissions increased slightlyrasult of higher advertising sales.
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Selling, General and Administrativ

Selling, general and administrative expenses, wpigitipally comprise employee costs, marketinggagsearch costs, occupancy,
back office support fees, increased $7 million &8 million during the three and six months endatkJ30, 2011, respectively. Excluding
the impact of foreign currency fluctuations, sajligeneral and administrative costs increased 1%hé three and six months ended June
2011. Increased selling, general and administraypenses were attributable to a greater presanmartain regions such as Eastern Europe,
expansion of networks, such as TLC, and expenskatin America.

Adjusted OIBDA

Adjusted OIBDA for the three and six months endeakeJ30, 2011, increased $41 million and $63 milli@spectively. Excluding the
impact of foreign currency fluctuations, AdjustetBDA increased 17% and 19% for the three and sinttrended June 30, 2011,
respectively. The increases were attributable dovtit in revenues, partially offset by higher cot@mortization, sales commissions and
personnel costs.

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 are (in millions).

% Change % Change
Three Months Ended June 30, Favorable/ Six Months Ended June 30, Favorable/
2011 2010 (Unfavorable) 2011 2010 (Unfavorable)
Revenues
Other $ 39 $ 33 18% $ 80 $ 70 14%
Costs of revenues, excluding
depreciation and amortizati (20 (22) 5% (42) (42 2%
Selling, general and administrative (14 (11 (27)% (26) (22) (18)%
Adjusted OIBDA 5 1 NM 13 6 NM
Depreciation and amortization (1) 2 50% (3 (3) — %
Operating income $ 4 $ (€)) NM $ 10 $ 3 NM

NM — not meaningful.

Revenues

Other revenues for the three and six months endeel 30, 2011, increased $6 million and $10 milli@spectively, due to continued
growth in subscriptions for access to our onlimeahing service.

Costs of Revenues

Costs of revenues, which consist principally ofdurction costs, royalty payments, and content ex@emere relatively flat for the three
and six months ended June 30, 2011, when compartée same period in 2010.

Selling, General and Administrativ

Selling, general and administrative expenses, wpititipally comprise employee costs, occupancylzauk office support fees, and
marketing costs, increased $3 million and $4 millitwring the three and six months ended June 3d,,28spectively, due to higher
employee costs.
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Adjusted OIBDA

Adjusted OIBDA for the three and six months endeakeJ30, 2011, increased $4 million and $7 milli@spectively, due to continued
growth in online streaming services and improvedqgomance for our postproduction audio servicesctviwere partially offset by increased

employee costs.

Corporate and Inter-segment Eliminations

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

% Change % Change
Three Months Ended June 30, Favorable/ Six Months Ended June 30, Favorable/
2011 2010 (Unfavorable) 2011 2010 (Unfavorable)
Revenues
Other $ — 4 NM $ — $ 7 NM
Total revenue — 4 NM — 7 NM
Costs of revenues, excluding depreciation
and amortizatiol Q) (5) 80% Q) @) 86%
Selling, general and administrative (62 (56) (11)% (127 (112) (8)%
Adjusted OIBDA (63 (57) (11)% (122 (112) (9)%
Mark-to-market stoc-based compensati (19 (40 53% (23 (76) 70%
Depreciation and amortization (13) (15) 13% (27) (33 18%
Operating loss $ (95 $ (112) 15% $ (172 $ (22) 22%

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, corporafeasges are excluded from segment
results to enable executive management to evatuesieess segment performance based upon decisaaes directly by business segment
executives.

Selling, general and administrative expenses ftlihee and six months ended June 30, 2011, iredeékGmillion and $9 million,
respectively, due to merit based increases in casgi®mn and $3 million and $8 million increasespezxtively, in stock-based compensation
expense due to an increase in the number of esglitled awards such as stock options, PRSUs, abid Rfat received fixed accounting.

FINANCIAL CONDITION
Sources and Uses of Cash

Our principal sources of cash are cash and caskiadgunts on hand, cash flows from operating adésitavailable borrowing capacity
under our revolving credit facility, and accessapital markets. As of June 30, 2011, we had $Bli@rbof total capital resources available,
comprised of $1.1 billion of cash and cash equiMal®en hand, excluding amounts held by consolidmtied ventures, and approximately $
billion available to borrow under our revolving diefacility. As a public company, we may have &s® other sources of capital such as the
public bond and equity markets. On June 17, 20@filed a Registration Statement on Form S-3 (“BRelistration”) with the SEC in
which we registered securities, including debt séies, common stock, and preferred stock. On 2011, DCL, one of our subsidiaries,
issued $650 million aggregate principal amount.8758% Senior Notes due on June 15, 2021. DCL redaiet proceeds of $641 million
from the offering after deducting underwriting dis@its and issuance costs. In total we have isspaaximately $4.2 billion of senior notes
under the Shelf Registration. Access to sufficeagital from the public market is not assured.
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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 cash available
to us, considered together, should be sufficiemié@t our anticipated cash operating requirementatfleast 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 have been and continue toctxpdéund repurchases through a combination df cashand, cash generated by
operations, borrowings under our revolving credidility, and future financing transactions. Unde program, management is authorized to
purchase shares from time to time through open etgmkrchases or privately negotiated transactibpseaailing prices as permitted by
securities laws and other legal requirements, abfkst to stock price, business conditions, macketitions, and other factors. The
repurchase 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
June 30, 2011, we have provided $253 million irdfag, 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.

On July 27, 2011, our Board of Directors approveddditional $1 billion under our stock repurchpsagram, pursuant to which we
were originally authorized to purchase up to $lidvilof our common stock. We expect to fund repasgs through a combination of cash on
hand, cash generated by operations, borrowingsrundeevolving credit facility and future finangriransactions. Accordingly, our stock
repurchase program is subject to us having availedh to fund repurchases. Under the program,geament is authorized to purchase
shares from time to time through open market pugebar privately negotiated transactions at priempjirices as permitted by securities laws
and other legal requirements, and subject to madkeditions and other factors.

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

Six Months Ended June 30,

2011 2010
Cash and cash equivalents, beginning of pe $ 46€ $ 62¢
Cash provided by operating activiti 431 a0
Cash used in investing activiti (209 (99)
Cash provided by financing activiti 29¢ 99
Effect of exchange rate changes on cash and casbatants 8 —

Net change in cash and cash equival 62¢ a0
Cash and cash equivalents, end of period $ 1,09% $ 7i:

Changes in cash and cash equivalents for the sithm@nded June 30, 2010 include insignificant artwrelated to Antenna Audio,
which was sold on September 1, 2010.

Operating Activities

Cash provided by operating activities increasedl$84lion for the six months ended June 30, 201&a@mspared to the six months
ended June 30, 2010. The increase in cash probiglegerating activities was driven by increasedestising sales and distribution fees, a
decrease in taxes paid, and decreases in stockec@atjion payments for cash settled equity awarden® 2010, there was a $112 million
overpayment of tax (“2010 overpayment”) resultimgrarily from an extension of the tax law in theufth quarter of 2010 that allowed for
the immediate deduction of certain domestic prognamg costs. During the six months ended June 3D] 20e received a $39 million tax
refund related to the 2010 overpayment and thesandecrease in tax payments of $73 million asaltref the use of the remaining
overpayment carry forward from the 2010 overpaym&hé $45 million decrease in payments for castieseequity awards was attributable
to the decrease in number of outstanding unit asvandl SARs. These improvements were partially blfge $31 million increase
attributable to investments in programming.

Investing Activities

Cash flows used in investing activities increasgd fillion for the six months ended June 30, 204 ¢@mpared to the six months en
June 30, 2010, which was attributable to a $4lienilincrease in funding to unconsolidated netwoiktjventures, partially offset by $35
million for cash used for a business acquisitiorirduthe six months ended June 30, 2010.

Cash flows used in investing activities for the mignths ended June 30, 2011 primarily includedr@8fon in funding payments to
unconsolidated network joint ventures and $27 onilfior capital expenditures. Cash flows used ire#ting activities for the six months en
June 30, 2010 primarily included $41 million in fling payments to unconsolidated network joint vesgu$35 million for the acquisition of
an uplink facility, and $20 million related to ctgdiexpenditures. The increase in funding to unchbdated network joint ventures was due to
continued investments in OWN, which was launchedamuary 1, 2011.
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Financing Activities

Cash flows from financing activities increased $2@i0ion for the six months ended June 30, 201tampared to the same period in
2010. The increase in cash flows from financingvéas was principally attributable to the issuaraf $650 million of senior notes by the
Company in June 2011 for which we received $641ionibof net proceeds, as well as an increase ofrilibn in cash payments and tax
benefits received from employee stock option esessipartially offset by stock repurchases of $8illfon made pursuant to our stock
repurchase program implemented on August 3, 20idrepayments of our capital lease obligations.

Cash provided by financing activities for the simmths ended June 30, 2010, principally reflectdgbeance of $3.00 billion of senior
notes, for which we received $2.97 billion of nedgeeds after deducting underwriting discountsiasdance costs. We used the debt offe
proceeds and cash on hand to repay $2.88 billigmin€ipal outstanding under our term loans andipresly outstanding senior notes.

Capital Resources
As of June 30, 2011, we had approximately $2.10bilbf total capital resources available, which wamprised of the following (in
millions).

June 30, 2011
Outstanding

Total Letters of Outstanding Unused

Capacity Credit Indebtednes: Capacity

Cash and cash equivalents $1,09¢ $ — $ — $1,09¢

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( —
4.375% Senior Notes, Se-annual interest, due June 2( 65C — 65C —
6.35% Senior Notes, semi-annual interest, due 2046 85( — 85( —
4,15( — 4,15( —

Total $6,24¢ $ 1 $ 4,15( $2,09:

Cash and cash equivalents exclude $1 million df t&$d by consolidated joint ventures as of June28@1.

COMMITMENTS AND OFF-BALANCE SHEET ARRANGEMENTS

In the normal course of business, we enter intuarcommitments for the purchase of goods or sesvor that would require us to
make payments or provide funding in the event @edicumstances occur. Information regarding ammitments 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 resipecsubsidiaries and affiliates, and companiestich we have an interest accounted for
under the equity method. Information regardingdeamions and amounts with related parties is s#t fio 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€clBsure about our critical
accounting policies and estimates is set fortiéml|7, “Management’s Discussion and Analysis ofuReof Operations and Financial
Condition,” in our Annual Report on Form 10-K fdvwetyear ended December 31, 2010.
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NEW ACCOUNTING AND REPORTING PRONOUNCEMENTS

We adopted certain accounting and reporting staisdduring the six months ended June 30, 2011.rrdton regarding our adoption
new accounting and reporting standards is set fortiote 1 to the consolidated financial statemémtkided in Item 1, “Financial
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 are set forth in Item 7A, “Qtitative and Qualitative Disclosures About Markeésk,” 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 June®d,.Zrhe term “disclosure controls and proceduras defined in Rules 13a-15(e) and 15d-
15(e) of the Exchange Act of 1934, as amended‘BRkehange Act”), means controls and other proceslofea company that are designed to
ensure that information required to be disclosed bpmpany in the reports that it files or submitder the Exchange Act is recorded,
processed, summarized, and reported, within the gieriods specified in the SEC's rules and formisclbsure controls and procedures
include, without limitation, controls and procedudesigned to ensure that information requirecetdibclosed by a company in the reports
that it files or submits under the Exchange A@dsumulated and communicated to the company’s neaneugt, including its principal
executive and principal financial officers, or pmrs performing similar functions, as appropriataltow timely decisions regarding required
disclosure. Management recognizes that any cordaralsprocedures, no matter how well designed andatgd, can provide only reasonable
assurance of achieving their objectives and managenecessarily applies its judgment in evaluattiregcost-benefit relationship of possible
controls and procedures. Based on the evaluationodlisclosure controls and procedures as of 30n2011, our Chief Executive Officer
and Chief Financial Officer concluded that, aswidtsdate, our disclosure controls and procedures eféective.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control dwancial reporting, as defined in Exchange Act&riBa-15(f), during the three
months ended June 30, 2011, that have materidéégtafl, or are reasonably likely to materially eff@ur internal control over financial
reporting.
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PART Il. OTHER INFORMATION

ITEM 1. Legal Proceedings

In the normal course of business, we experiencénmugalaims 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. Disclosure about our existisiyfactors is set forth in Item A,
“Risk Factors,” in our Annual Report on Form 104 the year ended December 31, 2010.

ITEM 2.  Unregistered Sales of Equity Securities andJse of Proceeds
There were no sales of unregistered securitiemgthe three months ended June 30, 2011.

The following table presents information about mpurchases of common stock that were made thropgh market transactions
during the three months ended June 30, 2011.

Total Number

of Shares Approximate

Purchased as Dollar Value of

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

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

April 1, 2011- April 30, 2011 1,459,88. $35.71 1,459,88: $ 675,933,81
May 1, 2011- May 31, 2011 1,350,00! $39.3¢ 1,350,00I $ 622,764,08
June 1, 2011 — June 30, 2011 2,828,80!I $37.0¢ 2,828,80I $ 517,934,45
Total 5,638,68. $37.27 5,638,68: $ 517,934,45

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

@) 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 thraugimbination of cash on hand, cash generategéations, 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 weapocochases of our Series A
common stock or Series B common stock during theetimonths ended June 30, 2C

ITEM 5.  Other information
Frequency of Advisory Vote on Executive Compensatio

In light of the voting results at the Company’s AilahMeeting of Stockholders held on May 17, 20he (tAnnual Meeting”) and other
factors, the Board of Directors of the Corporatias determined, as was recommended with respdw froposal on the frequency of future
stockholder advisory votes on executive compensatiohe proxy statement for the Annual Meetingptovide stockholders with an advis:
vote on future executive compensation every theses; until the Board of Directors decides to hbklnext stockholder advisory vote on the
frequency of the advisory stockholder vote on ekgewcompensation, which shall be no later thanGbeporation’s Annual Meeting of
Stockholders in 2017.
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ITEM 6.  Exhibits.
Exhibit No. Description
4.1 Third Supplemental Indenture, dated as of Jun@@0], among Discovery Communications, LLC, Discgver
Communications, Inc. and U.S. Bank National Asdimia as trustee (incorporated by reference to lkHil to the Current
Report on Form-K filed on June 21, 2011, SEC File N-34177)
10.1 2011 Employee Stock Purchase Plan (incorporateéfieyence to Exhibit 99.1 to the Current ReporfFomm 8-K filed on
May 19, 2011
10.2 Amendment No. 2 to Employment Agreement dated &8ayf 16, 2011 between Peter Liguori and Discovery
Communications, LLC (filed herewit!
31.1 Certification of Chief Executive Officer PursuantRule 13a-14(a) and Rule 13d{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 SeegrExchange Act of 1934,
as Amended, as Adopted Pursuant to Section 3d&edbarban«-Oxley Act of 2002 (filed herewitt
321 Certification of Chief Executive Officer Pursuantt8 U.S.C. Section 1350, as Adopted Pursuantdtd®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 Pursuant¢td®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: August 4, 2011 By: /s/ David M. Zaslav
David M. Zaslav
President and Chief Executive Offic

Date: August 4, 2011 By: /s/ Bradley E. Singer
Bradley E. Singe
Senior Executive Vice President,
Chief Financial Officer and Treasut
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EXHIBIT INDEX
Exhibit No. Description
4.1 Third Supplemental Indenture, dated as of Jun@@0], among Discovery Communications, LLC, Discgver
Communications, Inc. and U.S. Bank National Asdimia as trustee (incorporated by reference to lkHil to the Current
Report on Form-K filed on June 21, 2011, SEC File N-34177)
10.1 2011 Employee Stock Purchase Plan (incorporateéfieyence to Exhibit 99.1 to the Current ReporfFomm 8-K filed on
May 19, 2011
10.2 Amendment No. 2 to Employment Agreement dated &8ayf 16, 2011 between Peter Liguori and Discovery
Communications, LLC (filed herewit!
31.1 Certification of Chief Executive Officer PursuantRule 13a-14(a) and Rule 13d{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 SeegrExchange Act of 1934,
as Amended, as Adopted Pursuant to Section 3d&edbarban«-Oxley Act of 2002 (filed herewitt
321 Certification of Chief Executive Officer Pursuantt8 U.S.C. Section 1350, as Adopted Pursuantdtd®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 Pursuant¢td®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 10.2
EXECUTION COPY

SECOND
AMENDMENT
TO
EMPLOYMENT AGREEMENT

This amendment (“Amendment”), dated as of May 18,12 shall amend the employment agreement datefiascember 10,
2009, by and between Discovery Communications, Ll@@mpany”) and Peter Liguori (“Executive”) (the fithloyment Agreement”), as
further amended as of July 1, 2010.

WHEREAS, Executive and the Company previously euténto the Employment Agreement, which sets ftirthterms and
conditions of Executive’s employment with the Comya

WHEREAS, the Company and Executive desire to makiin changes, as described below.
NOW THEREFORE, in consideration of the mutual preesiand covenants set forth in this Amendmenipainiges hereby agree
to amend the Employment Agreement as follows:
1. Duties, Acceptance, and Location
Section I(A) is hereby amended to add the followsagtence:

“In addition, beginning in May 2011, Executive difeve the additional responsibilities and titldmtrim CEO of the Company'’s joint
venture, OWN LLC. The Company may choose to trarsthese responsibilities from Executive and,uatsevent, Executive shall
continue to be the Company’s Chief Operating Offidde transition of the OWN responsibilities shalt be deemed to be a reduction
of responsibilities for purposes of Section IV(D){1

Section I(C) is hereby amended to add the follovéiegtence:
“For the period from January 1, 2011, through DelzenB1, 2011, Executive’s primary office locatidrab be Los Angeles, California.”
2. Compensation: A new Section IlI(G) is hereby added as follo

“G. OWN Bonus. In addition to the Bonus/Incentive Payment sehfabove, Executive shall be eligible for an aiddil one-time
bonus with respect to 2011 performance, with aetavglue of $500,000 (the “OWN Bonus”). One haltieé bonus ($250,000) shall be
guaranteed. The remaining half of the bonus statldtermined by the Compensation Committee of tieedof Directors (the
“Committee”) based on Executive’s achievement aflgto be agreed between the Company and Exeany@pproved by the
Committee. The bonus shall be paid in 2012, oreforle March 15, 2012. In the event that Executive’s
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employment terminates pursuant to Section IV(Dp9r to December 31, 2011, the guaranteed podfdhe OWN Bonus ($250,000),
and any additional amount payable based on achieneaf the specified goals during Executive’s pagiad employment in 2011, shall
be paid in 2012, on or before March 15, 2012.”

3. Relocation and Transition Benefits. Exhibit A is hereby amended to add a new findlébyoint as follows

“In addition, for the period from January 1, 20fHrough December 31, 2011, based on the changeeicuive’s primary office
location to Los Angeles, California, the Companglsimake a one-time payment to Executive of $60,@@8igned to defray
Executives costs in renting his Washington, DC apartmerd,@id (less withholdings) within 30 days of exéoaitof this Amendmen
In addition, once Executive’s DC-area lease hagenihe Company shall arrange for packing and géofees for Executive’s
household goods, and shipment of Executive’s paisgffects to Los Angeles, in an amount not to esc®2,500 in the aggregate.”

3. Effect on Employment Agreement Except with respect to the subject matters calbmrein, this Amendment does not
otherwise amend, supplement, modify, or termina¢eEmployment Agreement, which remains in full @end effect

IN WITNESS WHEREOF , the parties have caused this Agreement to beakdguted as of the date set forth above.

EXECUTIVE: DATE:

/sl Peter Liguori May 16, 2011
Peter Liguori

Discovery Communications, LLC DATE:

/s/ Adria Alpert Romm May 16, 2011

Name Adria Alpert Romm

Title: SEVP, Human Resources
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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 informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh
b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordanceggitlerally accepted accounting princip
c) Evaluated the effectiveness of the registrattisslosure controls and procedures and presentéisineport our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant
d) Disclosed in this report any change in the teghid’s internal control over financial reportirtgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a
5.  The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):
a) All significant deficiencies and material weakses in the design or operation of internal corver financial reporting which are
reasonably likely to adversely affect the 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: August 4, 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
internal control over financial reportin
Date: August 4, 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 June 30,
2011, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), I, DaMdZaslav, President and Chief
Executive Officer of Discovery, certify that to rkmowledge:

1. the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh1934; anc
2. the information contained in the Report fairhggents, in all material respects, the financialdétion and results of operations of
Discovery.

Date: August 4, 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 June 30,
2011, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), I, BeadE. Singer, Senior Executive Vice
President, Chief Financial Officer and TreasureDisicovery, certify that to my knowledge:

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

2. the information contained in the Report fairhggents, in all material respects, the financialdétion and results of operations of
Discovery.

Date: August 4, 2011 By: /s/ Bradley E. Singer
Bradley E. Singe
Senior Executive Vice President,
Chief Financial Officer and Treasut




