UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

E3) QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2015
OR

([ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to
Commission File Number: 001-34177

agiscovery

COMMUNICATIONS

Discovery Communications, Inc.
(Exact name of Registrant as specified in its chagt)

Delaware 35-2333914
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)

One Discovery Place
Silver Spring, Maryland 20910
(Address of principal executive offices) (Zip Code)

(240) 662-2000

(Registrant’s telephone number, including area code

Not Applicable

(Former name, former address and former fiscal yearif changed since last report.)

Indicate by check mark whether the Registrant ék)filed all reports required to be filed by Sectic3 or 15(d) of the Securities Exchange

Act of 1934 during the preceding 12 months (orsfach shorter period that the Registrant was redjtirdile such reports), and (2) has been
subject to such filing requirements for the pasti@@s. Yes[xl No O

Indicate by check mark whether the Registrant hasitted electronically and posted on its corpoveb site, if any, every Interactive

Data File required to be submitted and posted jguntsto Rule 405 of Regulation S-T (§232.405 of tiapter) during the preceding 12 months
(or for such shorter period that the Registrant regslired to submit and post such files). Yebs No O




Indicate by check mark whether the Registrantlésge accelerated filer, an accelerated filer, aaccelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer,” and “smaller reportirgpmpany” in Rule 12[2- of the Exchange Ac

(Check one):
Large accelerated filer [ Accelerated filer O
Non-accelerated filer O (Do not check if a smaller reporting company) aBer reporting company [

Indicate by check mark whether the Registrantshedl company (as defined in Rule 12b-2 of the Brgfe Act). Yes[l No [
Total number of shares outstanding of each clatfseoRegistrant’s common stock as of July 29, 2015
Series A Common Stock, par value $0.01 per share 149,302,43

Series B Common Stock, par value $0.01 per share 6,539,13
Series C Common Stock, par value $0.01 per share 274,283,70




DISCOVERY COMMUNICATIONS, INC.
FORM 10-Q
TABLE OF CONTENTS

PART I. FINANCIAL INFORMATION.

ITEM 1. Unaudited Financial Statements.

Consolidated Balance Sheets as of June 30, 201Becember 31, 2014.

Consolidated Statements of Operations for the tAnglesix months ended June 30, 2015 and 2014.

Consolidated Statements of Comprehensive Incomhéothree and six months ended June 30, 2015Gid 2

ConsolidatedStatements of Cash Flows for the six months ended 30, 2015 and 2014.

Consolidated Statements of Equity for the threesaxdnonths ended June 30, 2015 and 2014.

Notes to Consolidated Financial Statements.

ITEM 2. Managemens$ Discussion and Analysis of Financial Conditiod &esults of Operations.

ITEM 3. Quantitative and Qualitative Disclosuresofib Market Risk.

ITEM 4. Controls and Procedures.

PART II. OTHER INFORMATION.

ITEM 1. Legal Proceedings.

ITEM 1A. Risk Factors.

ITEM 2. Unregistered Sales of Equity Securities bisé of Proceeds.

ITEM 6. Exhibits.

SIGNATURES.

Page

I~

o

(o)}

[N

loo

Io




PART I. FINANCIAL INFORMATION
ITEM 1. Unaudited Financial Statements.

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

June 30, 2015 December 31, 2014

ASSETS
Current assets:
Cash and cash equivalents $ 23z % 367
Receivables, net 1,50¢ 1,43
Content rights, net 313 32¢
Deferred income taxes 84 87
Prepaid expenses and other current assets 334 27¢
Total current assets 2,46¢ 2,491
Noncurrent content rights, net 2,021 1,97
Property and equipment, net 50¢ 554
Goodwill 8,18¢ 8,23¢
Intangible assets, net 1,82 1,971
Equity method investments 60C 644
Other noncurrent assets 12C 101
Total assets $ 15,72¢ $ 15,97(

LIABILITIES AND EQUITY
Current liabilities:

Accounts payable $ 2771 3 22t
Accrued liabilities 90t 1,094
Deferred revenues 181 17¢
Current portion of debt 34¢ 1,107
Total current liabilities 1,712 2,60¢
Noncurrent portion of debt 6,85¢ 6,00z
Deferred income taxes 494 58¢
Other noncurrent liabilities 427 42°F
Total liabilities 9,48¢ 9,61¢
Commitments and contingencies (Note 15)
Redeemable noncontrolling interests 754 747
Equity:

Discovery Communications, Inc. stockholders’ equity

Series A convertible preferred stock: $0.01 paue@al5 shares authorized; 71 shares issued 1 1
Series C convertible preferred stock: $0.01 panesal’5 shares authorized; 39 and 42 shares issued 1 1
Series A common stock: $0.01 par value; 1,700 sheumthorized; 152 and 151 shares issued 1 1
Series B convertible common stock: $0.01 par val06; shares authorized; 7 shares issued — —
Series C common stock: $0.01 par value; 2,000 staarthorized; 376 and 375 shares issued 4 4
Additional paid-in capital 6,92¢ 6,917
Treasury stock, at cost (5,08¢6) (4,767)
Retained earnings 4,09¢ 3,80¢
Accumulated other comprehensive loss (460) (36¢)
Total Discovery Communications, Inc. stockholderguity 5,48t 5,60z
Noncontrolling interests 1 2
Total equity 5,48¢ 5,60
Total liabilities and equity $ 15,72¢ $ 15,97(

The accompanying notes are an integral part okthessolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited; in millions, except per share amounts)

Three Months Ended June

30, Six Months Ended June 30
2015 2014 2015 2014

Revenues:

Distribution $ 77 69z $ 153: $ 1,34¢

Advertising 814 844 1,501 1,53

Other 65 74 157 13¢
Total revenues 1,65¢ 1,61( 3,191 3,021
Costs and expenses:

Costs of revenues, excluding depreciation and aradidn 564 51k 1,12¢ 997

Selling, general and administrative 43( 40€ 83C 81t

Depreciation and amortization 82 75 163 15¢

Restructuring and other charges 24 5 33 8

Gain on disposition 3 (32) (©)] (32)
Total costs and expenses 1,097 97C 2,152 1,94,
Operating income 557 64C 1,03¢ 1,07¢
Interest expense (77) (83 (16€) (164)
Income from equity investees, net 7 8 8 21
Other (expense) income, net (59) 27 (78) 10
Income from continuing operations before incomes$ax 42¢ 592 803 941
Provision for income taxes (139 (20¢) (264 (32¢)
Net income 28¢ 384 53¢ 61t
Net income attributable to noncontrolling interests — 2 — 2
Net income attributable to redeemable noncontmlinterests 3 3 3 (4)
Net income available to Discovery Communications, | $ 28 $ 37¢ $ 53¢ $ 60¢
Net income per share available to Discovery Compatians, Inc. Series A, B and C

common stockholders:

Basic $ 04 $ 05t $ 08z $ 0.8¢

Diluted $ 04 $ 054 $ 081 $ 0.87
Weighted average shares outstanding:

Basic 432 457 43t 463

Diluted 65E 692 661 69¢

The accompanying notes are an integral part okthessolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(unaudited; in millions)

Net income
Other comprehensive income (loss), net of tax:
Currency translation adjustments
Derivative and market value adjustments
Comprehensive income
Comprehensive income attributable to noncontroliimgrests
Comprehensive (income) loss attributable to redédemaoncontrolling interests
Comprehensive income attributable to Discovery Comigations, Inc.

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

2015 2014 2015 2014

$ 28¢ $ 384 § 53¢ $ 61°

132 (33) (116) (32
(14 (8) (2 ©)
407 342 421 574
— 2 — @)
12 @) 23 (5)

$ 39 % 337 % 444 % 567




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

Six Months Ended June 30,

Operating Activities
Net income $
Adjustments to reconcile net income to cash pravioke operating activities:
Equity-based compensation expense
Depreciation and amortization
Content amortization and impairment expense
Gain on disposition
Remeasurement gain on previously held equity istere
Equity in earnings of investee companies, net shalistributions
Deferred income tax benefit
Loss from derivative instruments
Other, net
Changes in operating assets and liabilities, nbuefness combinations:
Receivables, net
Content rights
Accounts payable and accrued liabilities
Equity-based compensation liabilities
Income tax receivable
Other, net

Cash provided by operating activities

Investing Activities

Purchases of property and equipment

Business acquisitions, net of cash acquired
Payments for derivative instruments

Proceeds from disposition, net of cash disposed
Distributions from equity method investees
Investments in equity method investees, net
Investments in cost method investments

Other investing activities, net

Cash used in investing activities

Financing Activities

Commercial paper borrowings, net

Borrowings under revolving credit facility
Principal repayments of revolving credit facility
Borrowings from debt, net of discount

Principal repayments of debt

Principal repayments of capital lease obligations
Repurchases of stock

Cash distributions to redeemable noncontrollingriests
Equity-based plan (payments) proceeds, net
Hedge of borrowings from debt instruments
Other financing activities, net

Cash used in financing activities
Effect of exchange rate changes on cash and casraénts

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

Cash and cash equivalents, end of period $

2015 2014

53¢ $ 61t
25 33
16 15¢
82¢ 70E
(©) (31)
@) (29)
(6) (7
(104) (73)
11 —
20 22
(72) (46)
(874) (80€)
(99 (12)
(25) (81)
10 54
(19 (29
394 47z
(52) (58)
(22) (321)
11) —
61 45
49 41
(27) ©)
(16) —
8 1)
(26) (309)
94 162
122 44C
(161) (440)
93¢ 41F
(84¢) —
(17) ©)
(524) (76¢)
(36) )
(11) 13
(29 —
(13 11
(487) (201
(16) ©)
(135) (36)
367 40¢
232 $ 372




The accompanying notes are an integral part okthessolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.
CONSOLIDATED STATEMENTS OF EQUITY
(unaudited; in millions)

Three Months Ended June 30, 2015

Three Months Ended June 30, 2014

Discovery Noncontrolling Discovery Noncontrolling
Stockholders Interests Total Equity Stockholders Interests Total Equity

Beginning balance $ 528¢ $ 2 9 5291 $ 6,18 $ 1 $ 6,181
Comprehensive income 39t — 39t 337 2 33¢
Repurchases of stock (207) — (207) (509) — (503)
Equity-based compensation 9 — 9 7 — 7
Excess tax benefits from equity-

based compensation — — — 5 — 5
Tax settlements associated with

equity-based compensation — — — D — QD
Issuance of common stock for

equity-based plans 6 — 6 9 — 9
Redeemable noncontrolling

interest adjustments to

redemption value @) — (7 2 — 2
Noncontrolling interests of

disposed businesses — (D) (D) — — —
Other adjustments to stockholders'

equity — — — 1) — 1)
Ending balance $ 548t $ 1 $ 5486 $ 6,031 $ 3 % 6,03

Six Months Ended June 30, 2015 Six Months Ended June 30, 2014
Discovery Noncontrolling Discovery Noncontrolling
Stockholders Interests Total Equity Stockholders Interests Total Equity

Beginning balance $ 560: $ 2 9 560 $ 6,19¢ $ 1 $ 6,197
Comprehensive income 444 — 444 567 2 56¢
Repurchases of stock (529 — (529 (769) — (769)
Equity-based compensation 2C — 2C 27 — 27
Excess tax benefits from equity-

based compensation 5 — 5 21 — 21
Tax settlements associated with

equity-based compensation (2€) — (26) (27 — (27
Issuance of common stock for

equity-based plans 1C — 1C 1¢ — 19
Other adjustments for equity-

based compensation plans — — — Q) — Q)
Redeemable noncontrolling

interest adjustments to

redemption value (4€) — (46) (1) — (2)
Noncontrolling interests of

disposed businesses — Q) Q) — — —
Other adjustments to stockholde

equity — — - ©) — )
Ending balance $ 548t $ 1 % 548t $ 6,031 $ 3 ¢ 6,03«

The accompanying notes are an integral part okthessolidated 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 global media company that providestent across multiple
distribution platforms, including pay-TV, free-tirand broadcast television networks, websitestalidistribution arrangements and content
licensing agreements. The Company also developsealtsicurriculum-based education products andaEs\and operates production studios.
The Company classifies its operations in two regiet segments: U.S. Networks, consisting pringjpafildomestic television networks and
websites, and International Networks, consistiriggipally of international television networks awebsites; and two combined operating
segments referred to as Education and Other, dosincipally of curriculum-based product andvéee offerings and production studios.
Financial information for Discovery’s reportableyagents is discussed in Note 16.

Basis of Presentation

The consolidated financial statements include tdo@ants of Discovery and its majority-owned sutesiéis in which a controlling interest
is maintained. For each non-wholly owned subsiditig Company evaluates its ownership and otherésts to determine whether it should
consolidate the entity or account for its ownershiprest as an investment. As part of its evatuatihe Company makes judgments in
determining whether the entity is a variable irgemntity ("VIE") and, if so, whether it is the prary beneficiary of the VIE and is thus required
to consolidate the entity. (See Note 3.) Inter-camypaccounts and transactions between consoligatéges have been eliminated in
consolidation.

Recasting of Certain Prior Period | nformation

The Company'’s reportable segments are determingettin (i) financial information reviewed by itsefroperating decision maker
(“CODM"), the Chief Executive Officer ("CEQ"), (ii) internedanagement and related reporting structure, aidh@ basis upon which the CE
makes resource allocation decisions. As of Decei®be?014, the Company changed its organizatidnattsire and reorganized its production
studios into an operating segment. Previously, amapts of this segment were part of the U.S. Nétsvand International Networks segments.
The Company has recast amounts for the three amdmiths ended June 30, 2014 and total assetghyese as of December 31, 2014 to
conform to the current structure for internally raging and monitoring segment performance. The segdwes not meet the quantitative
thresholds of a separate reportable segment anleaiscombined with the Education operating segmérith also does not meet the
guantitative thresholds of a separate reportalgymeat . The combined results are referred to asd&itun and Other for financial statement
presentation in all periods as a reconciling iterndnsolidated figures. (See Note 16.)

Stock Split Effected in the Form of a Share Dividend

On May 16, 2014 , Discovery's Board of Directorpraped a stock split effected in the form of a shdividend (the "2014 Share
Dividend") of one share of the Company's Seriee@roon stock on each issued and outstanding sh&erigfs A, Series B and Series C
common stock. The stock split did not change thabwer of treasury shares or the number of outstgnualieferred shares, but the conversion
ratio for the preferred shares was adjusted asudt raf the stock split. (See Note 9.) The 2014r8lzvidend was distributed on August 6, 2014
to stockholders of record on July 28, 2014 anddes accounted for as a 2 for 1 stock split. Adretand per share data for earnings per share
has been retroactively adjusted to give effech&o2014 Share Dividend.

Unaudited I nterim Financial Statements

These consolidated financial statements are urejdibwever, in the opinion of management, thelecehll adjustments consisting only
of normal recurring adjustments necessary to $ailg the financial position, results of operatioand cash flows for the periods presented in
conformity with U.S. generally accepted accounfinigciples (“GAAP”) applicable to interim periodEhe results of operations for the interim
periods presented are not necessarily indicativesfits for the full year or future periods. Theeasolidated financial statements should be
in conjunction with the audited consolidated finahstatements and notes thereto included in Disgos Annual Report on Form 10-K for the
year endeiDecember 31, 2014 (the “ 2014 Form 10-K").




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

Use of Estimates

The preparation of financial statements in accardamth GAAP requires management to make estimptdgments and assumptions that
affect the amounts and disclosures reported icdisolidated financial statements and accompampaies. Management continually re-
evaluates its estimates, judgments and assump#odananagement’s evaluation could change. Theisesgss are sometimes complex,
sensitive to changes in assumptions and requiredhie determinations using Level 3 fair value sueaments. Actual results may differ
materially from those estimates.

Estimates inherent in the preparation of the cadatdd financial statements include accountingafset impairments, revenue recognit
allowances for doubtful accounts, content righéprdciation and amortization, business combinatieqgitytbased compensation, income ta:
other financial instruments and contingencies.

Accounting and Reporting Pronouncements Adopted
Presentation of Debt | ssuance Costs

In April 2015, the Financial Accounting StandardsaBl ("FASB") issued guidance requiring all debBtuance costs to be presented in the
balance sheet as a direct deduction from the caymyalue of the debt instead of being presentexthasset on the balance sheet. The Company
retrospectively adopted the new guidance effeciwel 1, 2015 and reclassified its unamortized debtiance costs related to the Company's
debt from other noncurrent assets to noncurrerigpoof debt on the consolidated balance sheetslfperiods presented. The balance of
unamortized debt issuance costs reclassified Beoémber 31, 2014 was $44 million . (See Note 6.)

Accounting and Reporting Pronouncements Not Yet Adated
Business Consolidation

In February 2015, the FASB issued guidance thahdsthe analysis that a reporting entity perforondetermine whether it should
consolidate certain legal entities. The changéBignguidance include how related parties and defagents are considered in the primary
beneficiary determination and the analysis for aeiieing whether a fee paid to a decision makerreovise provider is a variable interest. The
new standard is effective for reporting periodsibeigg after December 15, 2015 and can be adojitieer eetrospectively or using a modified
retrospective approach by recording a cumulagiffeet adjustment to stockholders' equity as oftiaginning of the fiscal year of adoption. E:
adoption is permitted. The Company is currentileaiing the impact that the pronouncement will hamehe consolidated financial statements.

Presentation of Financial Statements- Going Concern

In August 2014, the FASB issued guidance requinragagement tperform interim and annual assessments regardimgjttans or event
that raise substantial doubt about the Companilisyab continue as a going concern and to provielated disclosures, @pplicable. The new
standard is effective for reporting periods begigrafter December 15, 2016, with early adoptiomniéed. The adoption of this standard is not
expected to have a material effect on the condelitiinancial statements.

Revenue from Contracts with Customers

In May 2014, the FASB issued an accounting proneomant related to revenue recognition, which apglisggle, comprehensive revenue
recognition model for all contracts with customdriis standard contains principles with respet¢héomeasurement of revenue and timing of
recognition. The Company will recognize revenueeftect the transfer of goods or services to custsnat an amount that it expects to be
entitled to receive in exchange for those goodseovices. In July 2015, the FASB announced thaptbeouncement's effective date is deferred
to annual reporting periods beginning after Decanibe 2017. However, reporting entities may chaosadopt the standard as of the original
effective date of annual reporting periods begigrafter December 15, 2016. The Company is requaregply the new revenue standard
beginning in the first interim period within thegreof adoption. The Company is currently evaluathmgimpact that the pronouncement will
have on the consolidated financial statements.

Concentrations Risk
Customers

The Company has long-term contracts with distrilgioound the world. In the U.S., more than 90%istribution revenue comes from
the Company's top 10 distributors. Outside of th®. Lapproximately 45% of distribution revenue cerfrem the Company's top 10 distributors.
Agreements in place with the major cable and steeperators in the U.S. expire at various timegifining in 2016 through 202JAlthough the
Company seeks to renew its agreements with itsluisors, a delay in securing a
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

renewal that results in a service disruption, lufaito secure a renewal, or a renewal on lesgdi®terms may have a material adverse effect
on the Company'’s financial condition and resultsérations. Not only could the Company experienoeduction in distribution revenue, but it
could also experience a reduction in advertisingmee which is impacted by affiliate subscribeelevand viewership.

No individual customer accounted for more than Xi%btal consolidated revenues for the three andnsinths ended June 30, 2015 or
2014 . As of June 30, 2015 and December 31, 2@HetCompany’s trade receivables do not repressiginéficant concentration of credit risk as
the customers and markets in which the Companyatggeare varied and dispersed across many geogiagiis.

Financial Institutions

Cash and cash equivalents are maintained with a@efigancial institutions. The Company has depdsdisl with banks that exceed the
amount of insurance provided on such deposits. @bpethese deposits may be redeemed upon denmehdra maintained with financial
institutions of reputable credit and, thereforearminimal credit risk. Additionally, the Compangscash and cash equivalents held by its
foreign subsidiaries that would result in U.S. tansequences should the Company decide it needpdtriate these funds to the U.S.

Lender Counterparties

There is a risk that the counterparties associatttdthe Companys revolving credit facility will not be available fund as obligated unc
the terms of the facility and that the Company nayhe time of such unavailability to fund, hawmited or no access to the commercial paper
market. If funding under the revolving credit fagilis unavailable, the Company may have to accaireplacement credit facility from different
counterparties at a higher cost or may be unalfiada suitable replacement. Typically, the Compseeks to manage such risks from its
revolving credit facility by contracting with expenced large financial institutions and monitorthg credit quality of its lenders. As of June 30,
2015, the Company did not anticipate nonperforradncany of its counterparties.

NOTE 2. ACQUISITIONS AND DISPOSITIONS
Acquisitions
Eurosport

On December 21, 2012, the Company acquired a 20&emip interest in Eurosport, which includes Wetiosport International and
Eurosport France and which was accounted for &gjaity method investment. On May 30, 2014 , the @amy acquired a controlling 31%
interest in Eurosport International for €259 mitli0$351 million ) and committed to acquire a sanitontrolling interest in Eurosport France
upon resolution of certain regulatory matters. dhstanding regulatory matters in France were sjuesgly resolved and on March 31, 2015,
the Company completed its acquisition of an addii31% interest in Eurosport France for €38 mill{d40 million ), giving the Company a
51% controlling stake in Eurosport. The Companygaized gains of $29 million and $2 million duritige three months ended June 30, 2014
and March 31, 2015 , respectively, to accountherdifference between the carrying value and tievédue of the previously held 20% equity
method investments in Eurosport International ant&port France, respectively. The gains were dezdlin other (expense) income, net in the
Company's consolidated statements of operatioes. KiBte 13.)

Eurosport is a leading pan-European sports medifopin. The flagship Eurosport network focuseseagianally popular sports, such as
tennis, skiing, cycling and motor sports. Eurospdstands and platforms also include Eurosport HIQH definition simulcast), Eurosport 2,
Eurosport 2 HD (high definition simulcast), Eurodgpsia-Pacific, and Eurosportnews. The acquisgiare intended to increase the growth of
Eurosport and enhance the Company's pay telewisferings in Europe.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

The Company used discounted cash flow ("DCF") a®aslywhich represent Level 3 fair value measurespemassess certain components
of its purchase price allocations. The fair valtighe assets acquired, liabilities assumed, nomathing interests recognized and the
remeasurement gains recorded on the previouslyduglily interests is presented in the table belownfllions). The Company's process of
identifying the assets acquired and the liabiliiesumed and determining their fair values for Booot France is not complete as of the date of
this filing, principally with respect to liabiliteassumed.

Eurosport France Eurosport
(Provisional) International
March 31, 2015 May 30, 2014
Goodwill $ 72 $ 78t
Intangible assets 40 467
Other assets acquired 25 16¢
Cash 35 47
Removal of TF1 put right 2 27
Currency translation adjustment (6) 7
Remeasurement gain on previously held equity istere 2 (29)
Liabilities assumed (31) (169
Deferred tax liabilities (14) (164)
Redeemable noncontrolling interest (Note 8) (60) (55¢)
Carrying value of previously held equity interest (21) (237)
Net assets acquired $ 40 $ 351

The goodwill reflects the workforce and synergiegexted from increased pan-European market peiogtrad the operations of Eurosport
and the Company are combined. The goodwill recoedeplart of this acquisition is assigned to theoBport reporting unit, which is a
component of the Company's International Netwodgtent. The goodwill recorded as part of this aitjan is not amortizable for tax
purposes. Intangible assets primarily consist sifriiution and advertising customer relationshiijertiser backlog and trademarks with a
weighted average estimated useful life of 10 years

Discovery Family (formerly known as the Hub Network)

On September 23, 2014 , the Company acquired dticadd 10%ownership interest in Discovery Family from Hasbra,. ("Hasbro") fol
$64 million and obtained control of the joint verguDiscovery Family is a pay television networkhe U.S. that provides entertainment for
children and families. The purchase increased thrafgany's ownership interest from 50% to 60% . Assalt, the Company changed its
accounting for Discovery Family from an equity nathinvestment to a consolidated subsidiary. Thexg mogain or loss recorded at the time
acquisition as the fair value of the Company's jonesly held equity method investment in Discoveayrily was equal to the carrying amount as
of the acquisition date. The acquisition of DisagMeéamily supports the Company's strategic priasitproadening the scope of the network to
increase viewership. The Company rebranded theonktio Discovery Family on October 13, 2014.

The Company used DCF analyses, which represent Bda& value measurements, to assess certain @oemts of its purchase price
allocation. The fair value of the assets acquiliedilities assumed and noncontrolling interesbgrized is presented in the table below (in
millions).

September 23, 2014

Goodwill $ 31C
Intangible assets 301
Other assets acquired 96
Cash 33
Liabilities assumed (125)
Redeemable noncontrolling interest (Note 8) (23¢)
Carrying value of previously held equity interest (319
Net assets acquired $ 64
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

The goodwill reflects the workforce and synergiggexted from combining the operations of Discoveaynily with the Company's
existing U.S. networks. The goodwill recorded ag phthis acquisition is assigned to the U.S. Nekg reporting segment. It is not amortizable
for tax purposes. Intangible assets primarily cstrfi distribution customer relationships with atirmated useful life of 25 years , basedluee
renewals and a contractual renewal term of 8 years

Other

In 2015, the Company acquired several other urs@latisinesses for total consideration of $27 milliaet of cash acquired. Total
consideration, net of cash acquired, includes $illdmof contingent consideration not yet paid.eT@ompany provisionally recorded $11
million and $16 million of goodwill and intangibBessets, respectively, in connection with theseiattauns. The acquisitions included a free-to-
air network in Italy and two cable networks in Dearii The goodwill reflects the synergies and regionarket penetration from combining the
operations of these acquisitions with the Company.

In 2014, the Company acquired several other urs@latisinesses for total consideration of $40 millinet of cash acquired. The Comp
recorded $37 million and $10 million of goodwilldamtangible assets, respectively, in connectiah ¥iese acquisitions. The acquisitions
included a factual entertainment production comgartite U.K. and cable networks in New Zealand. gibedwill reflects the synergies and
market expansion from combining the operationfieé¢ acquisitions with the Company.

Pro Forma Financial Information

The following table presents the unaudited pro foresults of the Company as though all of the lssitombinations discussed above for
2015 had been made on January 1, 2014 and fortz@il Been made on January 1, 2013 . These pro fesukls do not necessarily represent
what would have occurred if all the business cotiims above had taken place on January 1, 2012G#R®1, as applicable, nor do they
represent the results that may occur in the fuitines pro forma financial information includes thistorical financial statement amounts of
Discovery and its business combinations with thieddng adjustments: (i) the Company converteddristl financial statements to GAAP, (ii)
the Company applied its accounting policies, {iig Company adjusted for amortization expense asggutime fair value adjustments to
intangible assets had been applied beginning Jaiy&014 and 2013 , as applicable, (iv) the Comppamoved the gains recognized upon the
consolidation of previously held equity interest2015 and 2014 and reclassified them to 2014 at8 2respectively, (v) the Company
adjusted amounts for the mark-to-market of the p&tlliabilities recognized in connection with prewsly held equity interests and reclassified
them to 2013, and (vi) the Company included adjestsifor income taxes associated with these prod@djustments.

The pro forma adjustments were based on availalidennation and upon assumptions that the Compaligves are reasonable to reflect
the impact of these acquisitions on the Comparigteiiical financial information on a supplemented forma basis (in millions).

Pro forma Pro forma
Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
Revenue $ 1,65¢ $ 1,75¢ $ 3,20¢ $ 3,34
Net income $ 28¢ % 361 53¢ 597
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

I mpact of Business Combinations

The operations of each of the business combinatimtsissed above were included in the consolidaiadcial statements as of each of
their respective acquisition dates. The followiaglé presents their revenue and earnings as repwittein the consolidated financial statements
for the three and six months ended June 30, 20d2@i4 (in millions).

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
Revenues:
Distribution $ 11€ $ 29 $ 21z % 29
Advertising 38 21 61 21
Other 13 9 45 9
Total revenues $ 167 $ 58 § 31¢ $ 59
Net income $ 13 $ 1 3 18 $ 1
Dispositions
Radio

On June 30, 2015Discovery sold the Company's radio businessé&ithern Europe to Bauer Media Group for total aderstion, net ¢
cash disposed of €74 million ( $84 million ), whiditludes €54 million ( $61 million ) of net cagtreived at closing, €3 million ( $4 milligrof
expected working capital adjustments, and €17 onillf $19 million) for the fair value of contingent considerationti® determined by tl
operating results of the radio businesses for #a gnded December 31, 2015. Discovery recordedtaxpgain of $3 milliorupon completio
of the sale. The Company determined that the déptid not meet the definition of a discontinuedeigiion because it does not represe
strategic shift that has a significant impact om @ompany's operations and consolidated finanegllts. The impact tmcome from continuin
operations before income taxes for the Compangli® fausinesses was income of $4 million and $2ianilfor thethree months ended June
2015 and 2014 , respectively. The Company's ragéinlesses had no income from continuing operatiefizre income taxes for tisx month:
ended June 30, 2015 and a loss of $4 million fer ¢kx months ended June 30, 201%Fhe Company's radio businesses were part «
International Networks operating segment.

HowStuffWorks, LLC

On May 30, 2014, Discovery sold HowStuffWorks, LCEISW"), a commercial website which uses variousliméo explain complex
concepts, terminology and mechanisms, to Blucoi@,(I'Blucora”). Blucora paid Discovery $45 milligrand Discovery recorded a pretax gain
of $31 million upon completion of the sale. HSW vpast of the U.S. Networks operating segment. Tom@any determined that the disposal
did not meet the definition of a discontinued ofiers due to the expected migration of sales treitsaining digital business.

NOTE 3. INVESTMENTS
The Company'’s investments consisted of the follgwin millions).

Category Balance Sheet Location June 30, 2015 December 31, 2014
Trading securities:

Mutual funds Prepaid expenses and other current assets $ 15z ¢ 147
Equity method investments Equity method investments 60C 644
Cost method investments Other noncurrent assets 43 29
Total investments $ 79t % 82(

Trading Securities

Trading securities include investments in mutuab&iheld in a separate trust which are owned aoptire Company’s supplemental
retirement plan. (See Note 4.)
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Equity Method Investments

In the normal course of business, the Company miakestments that support its underlying businésteg)y and enable it to enter new
markets and develop programming. All equity methestees are privately owned. The carrying vatfedhe Company’s equity method
investments are consistent with its ownership éxthderlying net assets of the investees, exce@\WéN because the Company has recorded
losses in excess of its ownership interest.

OWN

OWN is a pay-TV network and website that providaglelifestyle content, which is focused on seabivery, self-improvement and
entertainment. Since the initial equity was nofisignt to fund OWN's activities without additionstlibordinated financial support in the form of
a note receivable held by the Company, OWN is a While the Company and Harpo, Inc. ("Harpo") aaetipers who share equally in voting
control, power is not shared because Harpo holdsatipnal rights related to programming and marnkgtas well as selection and retention of
key management personnel, that significantly im@8N’s economic performance. Accordingly, the Comphas determined that it is not the
primary beneficiary of OWN and accounts for itséatment in OWN using the equity method. However,Glompany provides OWN content
licenses, and services, such as distribution, seddsadministrative support, for a fee and hasigemvOWN funding. (See Note 14.)

The Company's combined advances to and note réteifram OWN, including accrued interest, were $48ion and $457 millioras of
June 30, 2015 and December 31, 2014 , respect®alypril 30, 2015, Oprah Winfrey agreed to extéed exclusivity agreement with OWN
and the note receivable agreement was modifieeldoce its interest rate, compounded annually, f&% to 5.0% , retroactive to January 1,
2014. During the six months ended June 30, 201& Cbmpany received net repayments of $48 miliomfOWN, accrued interest on the note
receivable of $13 million and reduced the noteikedse by $14 million for the change in interederdDuring the six months ended June 30,
2014 , the Company received net repayments of $®mfrom OWN and accrued interest on the noteereable of $17 million .

The note receivable is secured by the net ass@%\d. While the Company has no further funding camrants, the Company will
provide additional funding to OWN, if necessaryd &xpects to recoup amounts funded. There can leeerd of default on the borrowing until
2023. However, borrowings are scheduled for repayiimeir years after the borrowing date to the extieat OWN has excess cash to repay the
borrowings then due. Following such repayment, Og#libsequent cash distributions will be sharedligdoetween the Company and Harpo.
OWN began repaying amounts owed to the Companygl@013.

In accordance with the venture agreement, lossesrgied by OWN are generally allocated to bothstors based on their proportionate
ownership interests. However, the Company has dechits portion of OWN'’s losses based upon accogrgolicies for equity method
investments. Prior to the contribution of the Digexy Health network to OWN at its launch, the Comphad recognized $104 million , or
100% , of OWN's net losses. During the three moetided March 31, 2012, accumulated operating la#s®O¥VN exceeded the equity
contributed to OWN, and Discovery began again ¢om 100% of OWN’s net losses. Although OWN hasobee profitable, the Company will
record 100% of any net losses to the extent theyraesulting from OWN's operations as long as ®iscy has provided all funding to OWN
and OWN'’s accumulated losses continue to exceeddgbity contributed. All of OWN's future net incom! initially be recorded by the
Company until the Company recovers losses absanbextess of the Company's equity ownership interes

The carrying value of the Company’s investment WKDof $401 million and $424 million as of June 20,15 and December 31, 2014 ,
respectively, includes the Company's note receévabtl accumulated investment losses. There issihiig that the results of OWN'’s future
operations will fall below the Company's long-tgonojections. The Company monitors the financialiltssof OWN along with other relevant
business information to assess the recoverabilitggogOWN note receivable. There has been no impait of the OWN note receivable.

Harpo has the right to require the Company to masetall or part of Harpo’s interest in OWN at fairket value up to a maximum put
amount every two and a half years commencing Jgriy&016. The maximum put amount ranges from $aliibn on the first put exercise
date up to a cumulative cap of $400 million onftinerth put exercise date. The Company has not decbamounts for the put right because the
fair value of this put right was zero as of JuneZIl5 and December 31, 2014 .

Other Equity Method | nvestments

Other equity method investments include equity o interests in unconsolidated entities, inaigdVIEs other than OWN. As of
June 30, 2015, the Compasgstimated risk of loss for all its VIEs includitige investment carrying values, unfunded conted@ammitments
and guarantees made on behalf of VIEs was approgiyn®453 million . The Company's estimated riskask excludes the non-contractual
future funding of VIEs.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

On March 31, 2015 and May 30, 2014 , the Companuiead from TF1 a controlling interest in eachtsfiEurosport France and Eurosport
International equity method investments, respelstiy®y increasing its ownership stake from 20% 1&%. The Company paid approximately
€38 million ( $40 million ) and €259 million ( $35tillion ) for the additional interest in Eurospéitance and Eurosport International,
respectively. As a result, the Company changealciteunting for Eurosport France and Eurosport hatiional from equity method investments
to consolidated subsidiaries as of their respectogiisition dates. (See Note 2.)

On September 23, 2014 , the Company acquired dticadd 10% ownership interest in Discovery Fanidy $ 64 million and obtained a
controlling financial interest. The purchase inseghthe Company's interest from 50% to 60% . Assalt, the Company changed its accounting
for Discovery Family from an equity method investit® a consolidated subsidiary. (See Note 2.)

On September 23, 2014 , the Company acquired agsiity method ownership interest in All3Media, aguction studio company with
an enterprise value of £556 million ($ 912 milligrior a cash payment of £90 million ( $147 milliprAll3Media recapitalized its debt structure
to effect the transaction. All3Media is not a VIE.

Cost Method Investments

Cost method investments include ownership righemitities that do not provide the Company with calrr significant influence in these
investments and that have no readily determinaiteslues. The Company's cost method investmeitesgly include an educational website
and newly acquired Formula E racing.

NOTE 4. FAIR VALUE MEASUREMENTS

Fair value is defined as the amount that woulddoeived for selling an asset or paid to transtedlity in an orderly transaction between
market participants. Assets and liabilities caraédhir value are classified in the following tareategories:

Level 1 - Quoted prices for identical instrumentactive markets.

Level 2  — Quoted prices for similar instrumemt@ctive markets; quoted prices for identical arilir instruments in markets
that are not active; and model-derived valuationshich all significant inputs and significant valdrivers are
observable in active markets.

Level 3 — Valuations derived from techniques tick one or more significant inputs are unobserabl
The tables below present assets and liabilitiessored at fair value on a recurring basis (in niléip

June 30, 2015

Category Balance Sheet Location Level 1 Level 2 Level 3 Total
Assets:
Trading securities:
Mutual funds Prepaid expenses and other current assets $ 152 $ — $ — $ 152
Derivatives:
Foreign exchange Prepaid expenses and other current assets — 24 — 24
Foreign exchange Other noncurrent assets — 7 — 7
Total $ 152 $ 31 $ — $ 18¢
Liabilities:
Deferred compensation plan Accrued liabilities $ 152 $ — $ — $ 152
Derivatives:
Foreign exchange Accrued liabilities — 9 — 9
Foreign exchange Other noncurrent liabilities — 3 — 3
Total $ 152 $ 12 $ — $ 164

16
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)
December 31, 2014

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

Mutual funds Prepaid expenses and other current assets $ 147 $ — $ — $ 147
Derivatives:

Foreign exchange Prepaid expenses and other current assets — 17 — 17

Foreign exchange Other noncurrent assets — 7 — 7
Total $ 147 $ 24 $ — $ 17
Liabilities:
Deferred compensation plan Accrued liabilities $ 147 $ — $ — $ 147
Derivatives:

Foreign exchange Accrued liabilities — 1 — 1

Interest rate Accrued liabilities — 28 — 28
TF1 Eurosport France put right Accrued liabilities — — 4 4
Total $ 147 $ 2¢ $ 4 $ 18C

Trading securities are comprised of investmentaurtual funds held in a separate trust which areeolas part of the Company’s deferred
compensation plan. The fair value of Level 1 trgdiecurities was determined by reference to théegumarket price per unit in active markets
multiplied by the number of units held without cmesation of transaction costs. The fair valuehaf teferred compensation plan liability was
determined based on the fair value of the relatedstments elected by employees.

Derivative financial instruments are comprisedarkfgn exchange contracts used by the Company tlifyrits exposure to market risks
from foreign exchange rates and interest rate aotgrused to modify exposure to market risks frot@rest rates for forecasted issuances of
The fair value of Level 2 derivative financial inghents was determined using a market-based apgproac

Prior to the consolidation of Eurosport France cardh 31, 2015, TF1 had a conditional right to negDiscovery to purchase its
remaining shares in Eurosport France. (See Note 2.)

In addition to the financial instruments listedlie tables above, the Company holds other finant#luments, including cash deposits,
accounts receivable, accounts payable, commermgdrpborrowings under the revolving credit fagjlitapital leases and senior notes. The
carrying values for such financial instruments gottihan the senior notes, each approximated thieivdlues. The estimated fair value of the
Company'’s outstanding senior notes using quoteefirom over the counter markets, considered L2ugbuts, was $7.0 billion and $ 7.2
billion as of June 30, 2015 and December 31, 20&4pectively.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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NOTE 5. CONTENT RIGHTS
The table below presents the components of contgrts (in millions).

June 30, 2015 December 31, 2014

Produced content rights:

Completed $ 3447 % 3,24z

In-production 417 377
Coproduced content rights:

Completed 70¢ 69¢€

In-production 68 83
Licensed content rights:

Acquired 1,01¢ 94¢

Prepaid 69 82
Content rights, at cost 5,721 5,42¢
Accumulated amortization (3,387) (3,127)
Total content rights, net 2,33¢ 2,30z
Current portion (319 (329
Noncurrent portion $ 2,021 % 1,97¢

Content expense is included in costs of revenugbhenonsolidated statements of operations andsted<f the following (in millions).

Three months ended June 30, Six months ended June 30,

2015 2014 2015 2014
Content amortization $ 39 % 34 $ 79€ % 68¢
Other production charges 56 40 10¢ 67
Content impairment® 26 1C 30 16
Total content expense $ 47t $ 39 § 93 § 77z

@Content impairments are generally recorded as gpoaant of costs of revenue. However, during thegtand six months ended June 30, 2015 , $ 21 mitlio
content impairments were reflected as a comporfaristructuring and other charges. These chargesdtee from the cancellation of certain high plerie
due to legal circumstances pertaining to the aaseditalent.
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NOTE 6. DEBT
The table below presents the components of outstgmitbt (in millions).

June 30, 2015 December 31, 2014
3.70% Senior Notes, semi-annual interest, due 2006 $ — $ 85C
5.625% Senior Notes, semi-annual interest, due 82019 50C 50C
5.05% Senior Notes, semi-annual interest, due 2086 1,30( 1,30(
4.375% Senior Notes, semi-annual interest, due 208& 65C 65C
2.375% Senior Notes, euro denominated, annuakisitedue March 2022 334 365
3.30% Senior Notes, semi-annual interest, due M&p 2 50C 50C
3.25% Senior Notes, semi-annual interest, due K023 35C 35C
3.45% Senior Notes, semi-annual interest, due M20&5b 30C —
1.90% Senior Notes, euro denominated, annual sttetae March 2027 66< —
6.35% Senior Notes, semi-annual interest, due 2046 85C 85C
4.95% Senior Notes, semi-annual interest, due Mei 2 50C 50C
4.875% Senior Notes, semi-annual interest, duel 2043 85( 85(
Revolving credit facility — 38
Capital lease obligations 14¢ 187
Commercial paper 328 22¢
Total debt 7,274 7,16¢
Unamortized discount and debt issuance costs (69 (60)
Debt, net 7,20¢ 7,10¢
Current portion of debt (349 (1,107
Noncurrent portion of debt $ 6,85¢ $ 6,00z

Senior Notes

On March 19, 2015, Discovery Communications, LEBGL"), a wholly-owned subsidiary of the Compargsued €600 million principal
amount ( $637 million , at issuance based on ticbange rate of $1.06 per euro at March 19, 2018.)99% Senior Notes due March 19, 2027
(the "2015 Euro Notes"). The proceeds received 6% BBom the offering were net of a $1 million issea discount and $5 million of debt
issuance costs. Interest on the 2015 Euro Nogayable annually on March 19 of each year. The Z01r5 Notes are denominated in euro and
expose Discovery to fluctuations in foreign excharates in that currency. The current balance®®15 Euro Notes reflects changes in
exchange rates; there have been no other changesbalance. Discovery has reported the changenieasurement for these 2015 Euro Notes
as a component of other (expense) income, neticdhsolidated statements of operations.

On March 2, 2015, DCL issued $ 300 million priradipmount of 3.45% Senior Notes due March 15, 28852015 USD Notes"). The
proceeds received by DCL from the offering wereaietn immaterial discount and $2 million of ded#uance costs. Interest on the 2015 USD
Notes is payable se-annually on March 15 and September 15 of each yeaontemplation of the issuance of the 2015 UNies, the
Company terminated and settled all interest rat@dod contracts with its counterparties, which weesignated as cash flow hedges used to
hedge the pricing of the 2015 USD Notes. (See Mgte

DCL has the option to redeem some or all of thebZbdro Notes and 2015 USD Notes at any time paoidinéir maturity by paying a make-
whole premium, if greater than three months fromrtaturity date, plus accrued and unpaid inteifesty, through the date of repurchase. The
2015 Euro Notes and 2015 USD Notes are unsecurkdhaik equally in right of payment with all of D@Lother unsecured senior indebtedness.
All of DCL's outstanding senior notes are fully anttonditionally guaranteed on an unsecured angbamdinated basis by Discovery and
contain certain nonfinancial covenants, eventsefdalt and other customary provisions. The Compard/DCL were in compliance with all
covenants and customary provisions under DCL'sanding senior notes, and there were no eventsfafilt as of June 30, 2015 .

On March 31, 2015, the Company redeemed its $ 8Bi@maggregate principal amount of 3.70% Seniotés that had an original
maturity of June 1, 2015 . The repayment includedyament of $ 1 million for the original issue disoit on the 3.70%enior Notes and result
in a pretax loss on extinguishment of debt of $iltion for make-whole premiums. The loss on extiisunent of debt was reflected as a
component of interest expense in the consoliddtedraents of operations.
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Revolving Credit Facilities

DCL's revolving credit facility allows DCL and cam designated foreign subsidiaries of DCL to barcp to $1.5 billion , including a
$750 million sublimit for multi-currency borrowinga $100 million sublimit for the issuance of stypdetters of credit and a $50 million
sublimit for swing line loans. Borrowing capacityder this agreement is reduced by the outstandingWwings under the commercial paper
program discussed below. DCL also has the abditetuest an increase of the revolving credititgailp to an aggregate additional $1.0 billion
upon the satisfaction of certain conditions. Theohéng credit facility agreement provides for atoréty date of June 20, 2019 .

The Company had no outstanding borrowings undereth@ving credit facility as of June 30, 2015 dradl outstanding borrowings of $38
million at a weighted average interest rate of %3& of December 31, 2014 . The interest rate oowongs under the revolving credit facility
is variable based on DCL's then-current credihgatifor its publicly traded debt. For dollar-denoated borrowings, the interest rate is based, at
the Company's option, on either adjusted LIBOR plusargin, or an alternate base rate plus a mafginborrowings denominated in foreign
currencies, the interest rate is based on adjW$B@OR, plus a margin. The current margins are 1.50% 0.10% , respectively, per annum for
adjusted LIBOR and alternate base rate borrowidgaonthly facility fee is charged based on theltoggpacity of the facility, and interest is
charged based on the amount borrowed on the fadilite current facility fee rate is 0.15% per anramd subject to change based on DCL's
then-current credit ratings. All obligations of D@hd the other borrowers under the revolving crieditity are unsecured and are fully and
unconditionally guaranteed by Discovery.

The credit agreement governing the revolving criaditlity contains customary representations, weies and events of default, as well as
affirmative and negative covenants. As of June28a5 , the Company, DCL and the other borrowergwecompliance with all covenants, and
there were no events of default under the revoleirglit facility.

Commercial Paper

The Company's commercial paper program is suppbstetle revolving credit facility described abo@utstanding commercial paper
borrowings were $323 million with a weighted averagterest rate of approximately 0.5% as of June€805 and $229 million with a weighted
average interest rate of approximately 0.6% aseafeinber 31, 2014 . The Company's outstanding cocmhpaper borrowings as of June 30,
2015 and December 31, 2014 had maturities of less 90 days.

NOTE 7. DERIVATIVE FINANCIAL INSTRUMENTS

The Company uses derivative financial instrumemtaodify its exposure to market risks from chanigdsreign currency exchange rates
and interest rates. The Company does not entepirtiold derivative financial instruments for splative trading purposes.

The Company designates foreign currency forwardraots as cash flow hedges to mitigate foreignenay risk arising from third-party
revenue and inter-company licensing agreementsCoimepany also designates interest rate contraetstoshedge the pricing for certain senior
notes as cash flow hedges. Gains and losses @fféigive portion of designated cash flow hedgesiritially recorded in accumulated other
comprehensive logm the consolidated balance sheets and reclassifiethe statements of operations in the sameitiéme in which the hedge
item is recorded in the same period as the hedgedaffects earnings. If it becomes probable tHatecasted transaction will not occur, any
related gains and losses recorded in accumulated obmprehensive loss on the consolidated bakimeets are reclassified to other (expense)
income, net on the consolidated statements of tipesan that period.

During the three months ended March 31, 2015, tragany terminated and settled its interest rate flag hedges following the pricing
of the 2015 USD Notes. The total notional valu¢hefinterest rate forward contracts at the termonadate was $ 490 million , which exceeded
the $300 million principal amount of the 2015 USDtéE. (See Note 6.) Of the $ 40 million pretax lezorded in accumulated other
comprehensive loss at the termination date, $ #bmivas an effective cash flow hedge that willdmortized as an adjustment to interest
expense over the ten year term of the 2015 USDa\miasistent with amortization of the debt discolihe remaining $ 11 million was
reclassified into other (expense) income, net erctinsolidated statements of operations duringhttee months ended March 31, 2015, because
the forecasted borrowing transaction was no lopgaable.

The Company may also enter into derivative instmisiéhat are not designated as hedges and do alifiydor hedge accounting. These
contracts are intended to mitigate economic exgssof the Company. Realized and unrealized gaid$osses on contracts that do not qualify
for hedge accounting are reflected in other (expeimcome, net on the consolidated statementseratipns.

The Company records all unsettled derivative catgrat their gross fair values on the consolidaeddnce sheets. (See Note 4.) There
were no amounts eligible to be offset under mastéting agreements as of June 30, 2015 and Dece3tib2014 .
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The cash flows from the effective portion of detiva instruments used as hedges are classifidtticdnsolidated statements of cash fl
in the same section as the cash flows from thedwdgm. For example, the cash paid to settleffleetave portion of interest rate derivatives
intended to hedge the pricing of the 2015 USD Ndtedg the six months ended June 30, 2015 is teg@s a financing activity in the
consolidated statements of cash flows consistethtte classification of cash proceeds from borngsiof debt, net of discount. The cash flows
from the ineffective portion of derivative instrume used as hedges and derivative contracts nigindésd as hedges are reported as investing
activities in the consolidated statements of céshd.

The following table summarizes the notional amamt fair value of the Company's derivative posgi@n millions).

June 30, 2015 December 31, 2014
Balance Sheet Location Notional Fair Value Notional Fair Value
Derivatives designated as hedges:

Foreign exchange Prepaid expenses and other current assets  $ 434  $ 24 ¢ 42t $ 17
Foreign exchange Other noncurrent assets 10E 7 20 7
Foreign exchange Accrued liabilities 22C 9 35 1
Interest rate Accrued liabilities — — 47¢ 28
Foreign exchange Other noncurrent liabilities 64 3 — —
Derivatives not designated as hedges:

Foreign exchange Prepaid expenses and other current assets — — 3 —

The following table presents the pretax impacterivhtives designated as cash flow hedges on ineodether comprehensive income
(loss) (in millions).

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014

(Losses) gains recognized in accumulated other ceimepsive
loss:

Foreign exchange $ (14) $ 2 $ 12 8 4
Interest rate — (7) (12) (M

Gains (losses) reclassified into income from acdated other
comprehensive loss (effective portion):

Foreign exchange - distribution revenue
Foreign exchange - advertising revenue
Foreign exchange - costs of revenues

Foreign exchange - other (expense) income, net — —

Losses reclassified into income from accumulatbérot
comprehensive loss (ineffective portion):

Interest rate - other (expense) income, net — — (11 —

@ @

N~ 01
= B~ = 0

If current fair values as of June 30, 2015 remastatic over the next twelve months, the Companylevoeclassify $ 11 million of net
deferred gains from accumulated other compreheia$geinto income in the next twelve months.

NOTE 8. REDEEMABLE NONCONTROLLING INTERESTS

Redeemable noncontrolling interests reflected dsebalance sheet date are the greater of thentoting interest balances adjusted for
comprehensive income items and distributions org¢ldemption values remeasured at the period eeijfoexchange rates (i.e., the "floor").
Adjustments to the carrying amount of redeemableantrolling interests to redemption value as alted changes in exchange rates are
reflected in currency translation adjustments, mmanent of other comprehensive income (lo$g)wever, such currency translation adjustm
to redemption value are allocated to Discoveryldtotders only. Redeemable noncontrolling interegistments of redemption value to the
floor are reflected in retained earnings. Any atijiet of redemption value to the floor that refle@tredemption in excess of fair value is
included as an adjustment to income from continoipgrations available to Discovery Communications, stockholders in the calculation of
earnings per share. None of the current periodsadjents reflect a redemption in excess of fairea{8ee Note 12.)
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The table below presents the reconciliation of glearin redeemable noncontrolling interests (iniom§).

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
Beginning balance $ 75z $ 37 % 747 $ 36
Initial fair value of redeemable noncontrollingengsts of acquired
businesses — 55¢ 60 55¢
Cash distributions to redeemable noncontrollingriests (3€) 2 (36) 2
Comprehensive income (loss) adjustments:
Net income attributable to redeemable noncontmliimierests 3 3 3 4
Other comprehensive income (loss) attributablet®emable
noncontrolling interests 9 1 (26) 1
Currency translation on redemption values 1¢ @ (40) —
Retained earnings adjustments:
Adjustments to redemption values 7 2 46 1
Ending balance $ 754 % 59¢ $ 754 % 59¢

Redeemable noncontrolling interests consist ofdhewing arrangements:

In connection with the acquisition of a controllimjerest in Eurosport France on March 31, 2015Eumsport International on May 30,
2014 , the Company recognized $60 million and $8Bon , respectively, for TF1's 49% noncontrodiiinterest. TF1 has the right to put the
entirety of its remaining 49% non-controlling irgst in Eurosport to the Company during two 90-daydews in the two and a half years after
May 30, 2014 . If the put right is exercised durihg first 90-day window beginning July 1, 2015t a floor value equal to 49% of the fair
value denominated in euro of Eurosport on May 8042, adjusted for working capital items upon aigsiOn July 22, 2015, TF1 announced its
intent to exercise its right to put the entiretyitefremaining 49% noncontrolling interest in Eyrog to the Company in the fourth quarter for
€491 million ( $547 million as of June 30, 2015 hieh includes €25 million ( $28 million as of Jus@, 2015 ) of working capital adjustments.
The exercise of TF1's put right is outside the dmdf the Company and is presented as redeemableontrolling interest outside of permanent
equity on the Company's consolidated balance stseet June 30, 2015 and December 31, 2014.

In connection with the acquisition of a controllimgerest in Discovery Family on September 23, 20thé Company recognized $238
million for Hasbro's noncontrolling interest in Bisvery Family. Hasbro has the right to put theretytiof its remaining 40% non-controlling
interest to the Company for one year after Decer8heR021, or in the event a Discovery performastd@ation related to Discovery Family is
not met. Embedded in the redeemable noncontrdlitegest is also a Discovery call right that isreigable for one year after December 31,
2021. Upon the exercise of the put or call optiding,price to be paid for the interest being puseldas generally a function of the then-current
fair market value of the interest, to which certdiscounts and floor values may apply in specifitdations depending upon the party exercising
the put or call and the basis for the exerciséefdut or call. As Hasbro's put right is outside ¢bntrol of the Company, Hasbro's 40%
noncontrolling interest is presented as redeenradateontrolling interest outside of permanent eqaitythe Company's consolidated balance
sheet.

In connection with the acquisition of a controllimgerest in Discovery Japan on January 10, 20L®iter Telecommunications Co., Ltd
("J:COM") obtained the right to put all, but nos$ethan all, of its 20%oncontrolling interest to Discovery at any time ¢ash. Through Janus
10, 2017, the redemption value is the January Q03 2air value denominated in Japanese yen; there#tie redemption value is the greater of
the then-current fair value or the January 10, Zair3salue denominated in Japanese yen.

NOTE 9. EQUITY
Common Stock Repurchase Program

Under the Company's stock repurchase program, reamag is authorized to purchase shares of the Qoytgpeommon stock from time
time through open market purchases or privatelyptigged transactions at prevailing prices or punst@one or more accelerated stock
repurchase agreements or other derivative arrangsras permitted by securities laws and other legplirements, and subject to stock price,
business and market conditions and other factorsr @e life of the program,
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authorization under the stock repurchase prograsmdialed $5.5 billion . As of June 30, 2015 , @wnpany had remaining authorization of
$416 million for future repurchases under the stegurchase program, which will expire on Febrigarg016 .

All common stock repurchases have been made thropgh market transactions. As of June 30, 2016 Ctdmpany had repurchased over
the life of the program 2.8 million and 101.6 naflishares of Series A and Series C common stock, atésplg, for the aggregate purchase pi
of $171 million and $4.9 billion , respectively. & kable below presents a summary of stock repuesh@s millions).

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
Series C Common Stock:
Shares repurchased 3.9 6.7 10.3 10.1
Purchase price $ 128 % 50 % 328 % 76¢

Repurchased common stock is recorded in treasoick sin the consolidated balance sheet. The stditkrsfhe form of a share dividend
was not applied to the Company's treasury shaBes Kote 1.) Accordingly, the number of commonehagpurchased under the common s
repurchase program has not been retroactively tdjus give effect to the stock split.

Preferred Stock Conversion and Repurchase

The Company has an agreement with Advance/NewHermgamming Partnership (“Advance/Newhouse”) tarepase, on a quarterly
basis, a number of shares of Series C convertiefeiped stock convertible into a number of shafeSeries C common stock equal to 3/7 of all
Series C common stock purchased under the Compsiogk repurchase program during the then moshtiyceompleted fiscal quarter. The
price paid per preferred share is calculated as @%te average price paid for the Series C comsmames repurchased by the Company during
the applicable fiscal quarter multiplied by thei8gIC conversion rate. The Series C conversionctataged from one to two upon the August 6,
2014 effective date of the stock split in the farfra share dividend. (See Note 1.) The Advance/Newsd repurchases are made outside of the
Company’s publicly announced stock repurchase pragburing the three and six months ended Jun2@®( , the Company converted and
retired 1.4 million and 3.1 million shares, respey, of its Series C convertible preferred stockler the preferred stock conversion and
repurchase arrangement for an aggregate purchaseop$84 million and $201 million , respectiveBased on the number of shares of Series C
common stock purchased during the three monthsdehd®e 30, 2015 , the Company expects to convdrtetime 0.8 million shares of its Series
C convertible preferred stock under the prefertedksconversion and repurchase arrangement foggregate purchase price of $52 million on
or about August 7, 2015 . The expected purchasigese shares has not been recognized as a liahiliiye Company's consolidated balance
sheet as of June 30, 2015 due to certain termmétibts held by Discovery and Advance/Newhousthépreferred stock conversion and
repurchase arrangement. The repurchase transaat®mnscorded as a decrease of par value of pedfstock and retained earnings upon
settlement as there is no remaining additional-paizhpital for this class of stock.

Common Stock

On February 13, 2014, John C. Malone, a membeiisigfdvery’s Board of Directors, entered into an agrent granting David Zaslav, the
Company'’s President and CEO, certain voting andhase rights with respect to the approximatelyniilBon shares of the Compars/Series |
common stock owned by Mr. Malone. The agreemergggMr. Zaslav the right to vote the Series B shéiféls. Malone is not otherwise voting
or directing the vote of those shares. The agreeaiso provides that if Mr. Malone proposes to #edl Series B shares, Mr. Zaslav will have
first right to negotiate for the purchase of thargls. If that negotiation is not successful andWalone proposes to sell the Series B shares to a
third party, Mr. Zaslav will have the exclusiveligo match that offer. The rights granted underagreement will remain in effect for as lonc
Mr. Zaslav is either employed as the principal egiee officer of the Company or serving on its Bibaf Directors.

Other Comprehensive Income (Loss)

The table below presents the tax effects relatedttn component of other comprehensive income) (@sbreclassifications made into the
consolidated statements of operations (in millions)
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Three Months Ended June 30, 2015

Three Months Ended June 30, 2014

Pretax (Provision)

Tax Benefit
Net-of-tax

Tax Benefit

Pretax (Provision) Net-of-tax

Currency translation adjustments:
Unrealized gains (losses) $
Reclassifications to gain on

disposition
Reclassifications to other (expense)
income, net

Derivative and market value
adjustments:

Unrealized losses

Reclassifications to distribution
revenue

Reclassifications to advertising
revenue

Reclassifications to costs of revent

Reclassifications to gain on
disposition

I (16) $ 10¢  $

23 — 23

(14) 6 (®)
®) 2 ©)

(D — D
@ — @)

(18 $ B ¢ (26)

v — )

(®) 2 (6)

Q) 2 ©)

Other comprehensive income (loss) $

12¢ $ @ $ 11 $

37 $ 4 $ (41)

Six Months Ended June 30, 2015

Six Months Ended June 30, 2014

Pretax (Provision)

Tax Benefit
Net-of-tax

Tax
Benefit

Pretax (Provision) Net-of-tax

Currency translation adjustments:
Unrealized losses $
Reclassifications to gain on

disposition
Reclassifications to other (expense)
income, net

Derivative and market value
adjustments:

Unrealized losses

Reclassifications to distribution
revenue

Reclassifications to advertising
revenue

Reclassifications to costs of revent

Reclassifications to gain on
disposition

Reclassifications to other (expense
income, net

(140 $ 5 $ (14%) ¢

23 — 23

®) 3 Q)

D — )]
4) 1 (©)

10 ®) 7

(16) $ 9 ¢ (25

() — (7)

©) 3 (6)

Q) 2 3
@ — @

Other comprehensive loss $

(114 $ @ $ (118 $

37 % 4 $ (41)
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Accumulated Other Comprehensive Loss

The table below presents the changes in the compooéaccumulated other comprehensive loss ,frtakes (in millions).

Three Months Ended June 30, 2015

Three Months Ended June 30, 2014

Derivative Accumulated Derivative Accumulated
Currency and Market Other Currency and Market Other
Translation Value Comprehensive Translation Value Comprehensive
Adjustments Adjustments Loss Adjustments Adjustments Income (Loss)
Beginning balance $ (580 $ 11 % (569 $ @ $ 11 % 4
Other comprehensive income (loss)
before reclassifications 10¢ (8 101 (26) (6) (32
Reclassifications from accumulated
other comprehensive loss to net
income 23 (6) 17 @) 2 9
Other comprehensive income (loss) 132 (19 11¢ (33 (8) (47)
Other comprehensive income attributa
to redeemable noncontrolling interes 9 — 9 D — Q)
Ending balance $ (457 $ 3 $ (460 $ (41) $ 3 % (38
Six Months Ended June 30, 2015 Six Months Ended June 30, 2014
Derivative Accumulated Derivative Accumulated
Currency and Market Other Currency and Market Other
Translation Value Comprehensive Translation Value Comprehensive
Adjustments Adjustments Loss Adjustments Adjustments income (Loss)
Beginning balance $ (367 $ 2 $ (368 $ B8 $ 12 % 4
Other comprehensive loss before
reclassifications (145 — (145 (25 (6) (32)
Reclassifications from accumulated
other comprehensive loss to net
income 29 2 27 ) (©)] (10)
Other comprehensive loss (11¢) 2 (118 (32 (9) (47)
Other comprehensive loss (income)
attributable to redeemable
noncontrolling interests 26 — 26 D — D
Ending balance $ (457 $ 3 9 (460) $ 41 $ 3 3 (38)

NOTE 10. EQUITY-BASED COMPENSATION

The Company has various incentive plans under wétiotk options, time-based restricted stock ulRSUs"), performance-based
restricted stock units ("PRSUS"), stock appreciatights ("SARs") and unit awards have been issDeding the six months ended June 30,

2015, the vesting and service requirements oftgdpaised awards granted were consistent with ttamgements disclosed in the 2014 Form 10-

K.

The table below presents the components of eqaisgd compensation expense (in millions).

Three Months Ended June 30,

Six Months Ended June 30,

2015 2014 2015 2014
PRSUs $ 11 % 11 % 13 % 18
RSUs 4 3 8 7
Stock options 3 6 8 fi5
SARs 5 (6) ©) €))
Unit awards — — 2 1
ESPP — — 1 —
Total equity-based compensation expense $ 23 14 $ 25 $ 33
Tax benefit recognized $ 9 $ 5 % 10 $ 12
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Compensation expense for all awards was recordseélling, general and administrative expense orctimsolidated statements of
operations. As of June 30, 2015 and December 3Y 2the Company recorded total liabilities forleasttled and other liability-classified
equity-based compensation awards of $63 million&8imillion , respectively. The current portiontbé liability for cash-settled and other
liability-classified equity-based compensation adgawvas $13 million and $32 million as of June 3W 2and December 31, 2014 , respectively.

During the six months ended June 30, 2015 , thepgaomgranted 2.8 million stock options at a weigtdeerage exercise price of $32.21
During the six months ended June 30, 2015, thegaosngranted 1.0 million , 0.5 million and 2.0 naifi of RSUs, PRSUs and SARs,
respectively, at a weighted average grant prick3@t31 , $31.68 and $32.69 , respectively.

During the six months ended June 30, 2015 , 0.Homistock options were exercised at a weightedaneexercise price of $19.53 .
During the six months ended June 30, 2015, 0.HomiJ 1.2 million and 1.8 million of RSUs, PRSUsdaSARS, respectively, were converted or
settled, as applicable, at a weighted average graoe of $26.75 , $22.44 and $26.74 , respectiv@lying the three months ended March 31,
2015, the Company made cash payments of $14 miicettle all 1.2 million remaining unit awards.

The table below presents unrecognized compensatistnnet of expected forfeitures, related to nested equity-based awards and the
weighted average amortization period over whiclserexpenses will be recognized as of June 30, @@15illions, except years).

Unrecognized Weighted Average

Compensation Cost, Net Amortization Period

of Expected Forfeitures (years)
PRSUs $ 53 1.7
RSUs 48 29
Stock options 38 2.4
SARs 14 1.4
Total unrecognized compensation cost, net of erpefttrfeitures $ 15z

NOTE 11. INCOME TAXES

The Company's provisions for income taxes on incoma continuing operations were $139 million arab4 million , and the effective
income tax rates were 32% and 33% for the threesexwhonths ended June 30, 2015 , respectively Cldrepany's provisions for income taxes
on income from continuing operations were $208iariland $326 million , and the effective income tate was 35% for each of the three and
six months ended June 30, 2QXéspectively. The following table reconciles @@mpany's effective income tax rate to the U.Sefaldstatutor
income tax rate of 35% .

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
U.S. federal statutory income tax rate 35% 35% 35% 35%
State and local income taxes, net of federal tavefiie 2% 3% 2% 3%
Effect of foreign operations — % 2% — % 1%
Domestic production activity deductions (4% )% (4% )%
Change in uncertain tax positions (D% (2% — % (2%
Other, net — % — % — % 1%
Effective income tax rate 32% 35% 33% 35%

The Company and its subsidiaries file income taxrrs in the U.S. and various state and foreigisgictions. The Company is currently
under examination by the IRS for its 2010 to 20d8splidated federal income tax returns. The Comma®s not anticipate any material
adjustments. With few exceptions, the Company ifonger subject to audit by any jurisdiction folaye prior to 2006.

The Company's reserves for uncertain tax posi@dsine 30, 2015 and December 31, 2014 totaled BilBon and $176 million ,
respectively. It is reasonably possible that thal ®mount of unrecognized tax benefits relateckttain of the Company's
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uncertain tax positions could decrease by as mai@8& million within the next twelve months as sufeof ongoing audits, lapses of statutes of
limitations or regulatory developments.

As of June 30, 2015 and December 31, 2014 , thep@nynhad accrued approximately $17 million of tatédrest and penalties payable
related to unrecognized tax benefits. The Compaoggnizes interest and penalties related to unréped tax benefits as a component of
income tax expense.

NOTE 12. EARNINGS PER SHARE

In calculating earnings per share, the Compangvialthe two-class method, which distinguishes betwhe classes of common securities
based on the proportionate participation rightsaafh security type in the Company's undistributedrne. The Company's Series A, B and C
common stock and the Series C convertible prefesteck are treated as one class for purposes bfiagphe two-class method, because they
have substantially equal rights and share equallgroas converted basis with respect to incomeéadlaito Discovery Communications, Inc.
Following the 2014 Share Dividend on August 6, 2@8ath share of Series C convertible preferredkst@s convertible into two shares of
Series C common stock. As a result of the changerinersion ratio, which did not impact the ecorornghts of any of the stockholders, and
which occurred as a result of the 2014 Share Diddéhe Company recast all prior period earningsshare presentations to be consistent with
the current period. Additionally, any redeemablacumntrolling interests adjustments of redemptioluedo the floor that reflects a redemptiol
excess of fair value are included as an adjusttoemtt income available to Discovery Communicatjdns. stockholders in the calculation of
earnings per share.

The table below sets forth the computation for meavailable to Discovery Communications, Inc. lshatders (in millions).

Three Months Ended June

30, Six Months Ended June 3(
2015 2014 2015 2014

Numerator:
Net income $ 28 $ 38 $ 53¢ $ 61
Less:

Allocation of undistributed income to Series A certible preferred stock (62 (78) (115 (125)

Net income attributable to noncontrolling interests — 2 — ()

Net income attributable to redeemable noncontmliiierests 3 3 3 4

Redeemable noncontrolling interest adjustmentedemption value — 2 — (@]
Net income available to Discovery Communications, Series A, B and C common

and Series C convertible preferred stockholderbésic net income per share $ 224 $ 29¢ $ 421 $ @ 48¢
Allocation of net income available to Discovery Qoomications Inc. Series A, B and

common stockholders and Series C convertible pedestockholders for basic net

income per share:

Series A, B and C common stockholders 19C 251 35¢€ 40¢€

Series C convertible preferred stockholders 34 48 65 77
Total 224 29¢ 421 488
Add:

Allocation of undistributed income to Series A certible preferred stockholders 62 78 11F 12t
Net income available to Discovery Communications, Series A, B and C common

stockholders for diluted net income per share $ 28 $ 377 $ 53 $ 60¢

Net income available to Discovery Communications, Series C convertible preferred stockholderslfioted net income per share is
included in net income available to Discovery Comiunations, Inc. Series A, B and C common stockhsldier diluted net income per share.
For the three months ended June 30, 2015 and 2@t4ncome available to Discovery Communications, Series C convertible preferred
stockholders for diluted net income per share v@sriillion and $48 million , respectively. For thik months ended June 30, 2015 and 2014 ,
net income available to Discovery Communications, Beries C convertible preferred stockholdersliioted net income per share was $64
million and $77 million , respectively.
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The table below sets forth the weighted averagebeurof shares outstanding utilized in determintmgdenominator for basic and diluted
earnings per share (in millions).

Three Months Ended June

30, Six Months Ended June 3(
2015 2014 2015 2014

Denominator:

Weighted average Series A, B and C common shatetaading — basic 432 457 43t 462
Weighted average impact of assumed preferred stmekersion 21¢ 22¢ 221 22¢
Weighted average dilutive effect of equity-base@als 4 6 5 6

Weighted average Series A, B and C common shatetaading — diluted 65E 692 661 69¢

Weighted average Series C convertible preferrezksiatstanding — basic and dilute 39 44 40 44

The weighted average number of diluted sharesandstg adjusts the weighted average number of sivdirgeries A, B and C common
stock outstanding for the potential dilution thaduld occur if common stock equivalents, includigeertible preferred stock and equity-based
awards, were converted into common stock or exaticisalculated using the treasury stock methode$#y;, B and C diluted common stock
includes the impact of the conversion of Serieg&grred stock, the impact of the conversion ofe®e€ preferred stock, and the impact of
equity-based compensation. Only outstanding PRStués&performance targets have been achieved las lafst day of the most recent period
are included in the dilutive effect calculation.

The table below sets forth the Company's calculesedings per share.

Three Months Ended Six Months Ended June
June 30, 30,
2015 2014 2015 2014

Basic net income per share available to Discoveam@unications, Inc. Series A, B

and C common and Series C convertible preferreskstidders:

Series A, B and C common stockholders $ 044 $ 0.5E $ 08z $ 08¢

Series C convertible preferred stockholders $ 08 $ 1.1 $ 164 $ 1.7¢
Diluted net income per share available to Discov@ynmunications, Inc. Series A, E

and C common and Series C convertible preferreskstidders:

Series A, B and C common stockholders $ 044 $ 0.54 $ 081 $ 0.8i

Series C convertible preferred stockholders $ 08 $ 1.0¢ $ 16z $ 174

Series C convertible preferred earnings per shamiats may not recalculate due to rounding.

The computation of the diluted earnings per sh&feoies A, B and C common stockholders assumesatimeersion of Series A and C
convertible preferred stock, while the diluted éags per share amounts of Series C convertiblemed stockholders does not assume
conversion of those shares.

The table below presents the details of the echased awards and preferred shares that were egldite the calculation of diluted
earnings per share (in millions).

Three Months Ended June

30, Six Months Ended June &
2015 2014 2015 2014
Anti-dilutive stock options and RSUs 6 4 6
PRSUs whose performance targets have not beervadhie 3 4 3
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NOTE 13. SUPPLEMENTAL DISCLOSURES

The following tables present supplemental infororatielated to the consolidated financial statem@ntsillions).

Accrued Liabilities

Accrued payroll and related benefits

Content rights payable

Accrued income taxes

Accrued interest

Current portion of equity-based compensation liaed
Other accrued liabilities

Total accrued liabilities

Other (Expense) Income, Net

Three Months Ended June 30,

June 30, 2015

December 31, 2014

$ 361 $ 441
20¢ 19¢

56 12C

50 50

13 32

21€ 252

$ 90t $ 1,094

Six Months Ended June 30,

Foreign currency losses, net $
Loss on derivative instruments

Remeasurement gain on previously held equity istere
Other expense, net

Total other (expense) income, net $

Equity-Based Plan (Payments) Proceeds, Net

Tax settlements associated with equity-based plans
Excess tax benefits from equity-based compensation

Proceeds from issuance of common stock in conrreutith equity-based
plans

Total equity-based plan (payments) proceeds, net

Supplemental Cash Flow Information

Cash paid for taxes, net
Cash paid for interest, net as reported in opegatativities
Noncash investing and financing activities:

Expected working capital adjustments and contingensideration
receivable from business dispositions

Amounts obligated under contingent consideratioaragements
Accrued purchases of property and equipment
Assets acquired under capital lease arrangements

NOTE 14. RELATED PARTY TRANSACTIONS

In the normal course of business, the Company iy transactions with related parties. Relattigs include entities that share

2015 2014 2015 2014
(55 $ D $ 67) $ (12)
— — (12) —
— 29 2 29
) € 2 (@)
(59 $ 27 % (79) $ 10

Six Months Ended June 30,
2015 2014
$ (26) $ (27)
5 21
1C 18
$ 11 $ 13
Six Months Ended June 30,
2015 2014
$ 407 $ 26€
165 168
23 —
1C —
7 4
1 15

common directorship, such as Liberty Global plcilférty Global”), Liberty Broadband Corporation (Herty
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Broadband") and their subsidiaries and equity nmettheestees (together the “Liberty Group”). Discgue Board of Directors includes Mr.
Malone, who is Chairman of the Board of Liberty Bdband beneficially owns approximately 25% of slggregate voting power with respect to
the election of directors of Liberty Global. Mr. Mae is also Chairman of the Board of Liberty Broadd and beneficially owns approximately
46% of the aggregate voting power with respechéodiection of directors of Liberty Broadband. Thajority of the revenue earned from the
Liberty Group relates to multi-year network distilon arrangements.

Related party transactions also include revenué®apenses for content and services provided écquired from equity method
investees, such as OWN and All3Media, or minoraytipers of consolidated subsidiaries, such as ldasbr

The table below presents a summary of the tramsectiith related parties (in millions).

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014

Revenues and service charges:

Liberty Group $ 0 $ 4cC % 8C $ 79

Equity method investees 23 23 47 44

Other 9 1C 17 18
Total revenues and service charges $ 72 $ 73 % 144 % 141
Interest incomé $ 5 $ 8 $ 13 % 17
Expenses $ (12) $ M $ (B) $ (17)

@The Company records interest earnings from loams|tity method investees as a component of incoame équity investees, net , in the consolidated
statements of operations. The interest income fielated parties for the three and six months eddee 30, 2015 excludes the impact of the modificatif
the Company's note receivable agreement with OV8ie (Note 3).

The table below presents receivables due fromaelparties (in millions).

June 30, 2015 December 31, 2014
Receivables $ 45 3 37
Note receivable (see Note 3) 40¢ 457

NOTE 15. COMMITMENTS, CONTINGENCIES, AND GUARANTEES
Commitments

In the normal course of business, the Company ity various commitments, which primarily incluglegramming and talent
arrangements, operating and capital leases, emplayoontracts, arrangements to purchase variowsgaad services, future funding
commitments to equity method investees, and thditional obligation to issue or acquire additioshhares of preferred stock. (See Note 9.)
During the six months ended June 30, 2015 , thegaospncommitted to acquire the exclusive broaddgbts across all media platforms
throughout Europe for the four Olympic Games betw2@18 and 2024 for €1.3 billion ( $1.4 billion@sJune 30, 2015 ). The broadcast rights
exclude the U.K. and France for the Olympic Game®0i18 and 2020, and exclude Russia.

Contingencies
Put Rights

The Company has granted put rights related to aityepethod investment and certain consolidatedisligries. Harpo has the right to
require the Company to purchase all or part ahtisrest in OWN for fair value at various dates.&oounts have been recorded by the Com
for the Harpo put right. (See Note 3.) TF1, Haslmd J:COM have the right to require the Compargutchase their remaining noncontrolling
interests in Eurosport, Discovery Family and Dissrgvdapan, respectively. The Company has recotaedalue of the put rights as redeemable
noncontrolling interests. As of June 30, 2015 rdeorded value of the redeemable noncontrollibgrésts in Eurosport, Discovery Family and
Discovery Japan was $519 million , $209
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million and $26 million , respectively. (See Noteegarding TF1's decision to exercise its put rigitich is expected to close in the fourth
quarter of 2015 and other information pertainingedeemable noncontrolling interests.)

Legal Matters

A former business partner has notified the Companis intent to pursue breach of contract andowagibusiness tort claims against the
Company for alleged losses of $ 116 million . Basedhe information currently available, the Compédnes not believe a loss is probable or
reasonably estimable, and no accrual was recosieflaine 30, 2015 . The Company intends to vigyadefend itself against the allegations.
An adverse outcome in the matter could be materitie Company's consolidated financial positiesutts of operations or cash flows.

The Company is party to various other lawsuits @adns in the ordinary course of business, inclgditaims related to employees,
vendors, other business partners or patent iseioegever, a determination as to the amount of tloeuat required for such contingencies is
highly subjective and requires judgment about Riewvents. Although the outcome of these mattensatdre predicted with certainty and the
impact of the final resolution of these matterglma Company's results of operations in a particsdsequent reporting period is not known,
management does not believe that the resolutitimese other matters will have a material adverfgeedn the Company's consolidated finar
position, future results of operations or cash How

Guarantees
There were no guarantees recorded as of June 35,820 December 31, 2014 .

The Company may provide or receive indemnitiesnidég to allocate business transaction risks. Silyjllne Company may remain
contingently liable for certain obligations of aveted business in the event that a third partg dogfulfill its obligations under an
indemnification obligation. The Company recordsaaility for its indemnification obligations andtar contingent liabilities when probable and
estimable. There were no material amounts for indfécations or other contingencies recorded auokJ30, 2015 and December 31, 2014 .

NOTE 16. REPORTABLE SEGMENTS

The Company’s operating segments are determinestilzas (i) financial information reviewed by its CE@®) internal management and
related reporting structure, and (iii) the basisrugrzhich the CEO makes resource allocation dedsida of December 31, 2014, the Company
changed its organizational structure and reorgdritggproduction studios into an operating segnferaviously, components of this segment
were classified in the U.S. Networks and IntermaldNetworks reportable segments. Production Ssudées not meet the quantitative
thresholds for a separate reportable segment anbddem combined with the Education segment, whHithdoes not meet the quantitative
thresholds of a separate reportable segment redfts as Education and Other for financial statgmeesentation. The Company has recast
amounts for the three and six months ended Jun203@, to conform to the current year presentation.

The accounting policies of the reportable segmargghe same as the Company’s, except that cémtainsegment transactions that are
eliminated for consolidation are not eliminatedhet segment level. Inter-segment transactions pilyviaclude advertising purchases.

The Company evaluates the operating performanite ségments based on financial measures suclhesues and adjusted operating
income before depreciation and amortization (“AtgdsOIBDA”). Adjusted OIBDA is defined as operatimgome excluding: (i) mark-to-
market equity-based compensation, (ii) depreciadiothamortization, (iii) amortization of deferredihch incentives, (iv) restructuring and other
charges, (v) certain impairment charges, (vi) gaimd losses on business and asset dispositiongyigrzertain inter-segment eliminations
related to production studios. The Company usestigiasure to assess the operating results andmarfoe of its segments, perform analytical
comparisons, identify strategies to improve perfamoe and allocate resources to each segment. Thpady believes Adjusted OIBDA is
relevant to investors because it allows them tdyaeahe operating performance of each segmenguksmsame metric management uses. The
Company excludes mark-to-market equity-based cosgiem, restructuring and other charges, certapairment charges, and gains and losses
on business and asset dispositions from the céilonlaf Adjusted OIBDA due to their volatility. THeompany also excludes depreciation of
fixed assets, amortization of intangible assetsdmidrred launch incentives, as these amounts deepresent cash payments in the current
reporting period. Certain corporate expenses akiéed from segment results to enable executiveagement to evaluate segment performi
based upon the decisions of segment executivesstedj OIBDA should be considered in addition td,rmt a substitute for, operating income,
net income and other measures of financial perfoo@aeported in accordance with GAAP. The tablésweresent summarized financial
information for each of the Company’s reportablgnsents, other operating segments and corporatateresegment eliminations (in millions).
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Revenues by Segment
Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
U.S. Networks $ 814 $ 77¢ % 156 $ 1,48
International Networks 801 79¢ 1,53¢ 1,46(
Education and Other 40 42 94 82
Corporate and inter-segment eliminations (1) (1) 2 3
Total revenues $ 1,65¢ $ 1,61C $ 3,191 $ 3,021
Adjusted OIBDA by Segment
Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
U.S. Networks $ 49¢ $ 46z $ 921 $ 84¢
International Networks 26¢€ 29¢ 481 51¢
Education and Other 2 9 3 12
Corporate and inter-segment eliminations (80) (75) (157) (160)
Total Adjusted OIBDA $ 68C $ 694 $ 1,24¢ $ 1,21¢

Reconciliation of Total Adjusted OIBDA to Income from Continuing Operations Before Income Taxes

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

2015 2014 2015 2014
Total Adjusted OIBDA $ 68C $ 694 $ 1,24¢ $ 1,21¢
Amortization of deferred launch incentives (4 2 (8) 4
Mark-to-market equity-based compensation (16) 3 8 (6)
Depreciation and amortization (82 (75) (163%) (15¢)
Restructuring and other charges (24) O] (33 (8
Gain on disposition 3 31 3 31
Operating income $ 557 $ 64C $ 1,03¢ $ 1,07¢
Interest expense (77) (83) (16€) (164)
Income from equity investees, net 7 8 8 21
Other (expense) income, net (59 27 (78) 1C
Income from continuing operations before incomegax $ 428 $ 59z $ 80: $ 941

Total Assets by Segment

June 30, 2015 December 31, 2014

U.S. Networks $ 3,35¢ $ 3,31t
International Networks 5,15z 5,44:
Education and Other 34z 32C
Corporate and inter-segment eliminations 6,87¢ 6,89:
Total assets $ 15,72¢ $ 15,97(

Total assets for corporate and inter-segment editiins include goodwill that is allocated to thenany’s segments to account for
goodwill. The presentation of segment assets ittiahle above is consistent with the financial réptitat are reviewed by the Company’s CEO.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

NOTE 17. CONDENSED CONSOLIDATING FINANCIAL STATEMEN TS
Overview

As of June 30, 2015 and December 31, 2014 , allebutstanding senior notes (see Note 6) haveibsead by DCL, a wholly owned
subsidiary of the Company, pursuant to a Registmefitatement on Form S-3 filed with the U.S. S¢iesrand Exchange Commission ("SEC")
(the “Shelf Registration”)The Company fully and unconditionally guaranteesgénior notes on an unsecured basis. The Comp&iy,and/ol
Discovery Communications Holding LLC (“DCH”") (cotigvely the “Issuers”) may issue additional dehitis@ies under the Shelf Registration
that are fully and unconditionally guaranteed l®y dther Issuers.

Set forth below are condensed consolidating firerstatements presenting the financial positiosylte of operations and comprehensive
income and cash flows of (i) the Company, (ii) DGy DCL, (iv) the non-guarantor subsidiarieslE€L on a combined basis, (v) the other
non-guarantor subsidiaries of the Company on a awdkbasis, and (vi) reclassifications and elimore necessary to arrive at the consolidated
financial statement balances for the Company. D@l the non-guarantor subsidiaries of DCL are tlmgny operating subsidiaries of the
Company. DCL primarily includes the Discovery Chalnend TLC networks in the U.S. The non-guarantitss&liaries of DCL include
substantially all of the Company’s other U.S. ameéfinational networks, education businesses, arstl ofithe Company’s websites and digital
distribution arrangements. The non-guarantor sidorsés$ of DCL are wholly owned subsidiaries of D®@Ith the exception of certain equity
method investments. DCL is a wholly owned subsydarDCH. The Company wholly owns DCH through al33% direct ownership interest
and a 66 2/3% indirect ownership interest througgt@very Holding Company (“DHC"), a wholly ownedimidiary of the Company. DHC is
included in the other non-guarantor subsidiariethefCompany.

Basis of Presentation

Solely for purposes of presenting the condensedatinfating financial statements, investments inGoeepany’s subsidiaries have been
accounted for by their respective parent compamgube equity method. Accordingly, in the followicondensed consolidating financial
statements the equity method has been applielttee(iCompany’s interests in DCH and the other goarantor subsidiaries of the Company,
(i) DCH’s interest in DCL, and (iii) DCL'’s interés in the non-guarantor subsidiaries of DCL. Imtempany accounts and transactions have
been eliminated to arrive at the consolidated fifrstatement amounts for the Company. The Conipatgounting bases in all subsidiaries,
including goodwill and recognized intangible asskés/e been “pushed down” to the applicable sulges.

The operations of certain of the Company’s intéomatl subsidiaries are excluded from the Compaagissolidated U.S. income tax
return. Tax expense related to permanent diffeiehas been allocated to the entity that createditfegence. Tax expense related to temporary
differences has been allocated to the entity trestted the difference, where identifiable. The ri@emg temporary differences are allocated to
each entity included in the Company’s consolid&iesl. income tax return based on each entity’sivelgiretax income. Deferred taxes have
been allocated based upon the temporary differdmst@geen the carrying amounts of the respectiveteissd liabilities of the applicable entit

The condensed consolidating financial statemertsldibe read in conjunction with the consolidatiedricial statements of the Company.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DISCOVERY COMMUNICATIONS, INC.

(unaudited)

Condensed Consolidating Balance Sheet
June 30, 2015

(in millions)
Non-
Guarantor Other Non- Reclassifications
Subsidiaries of ~ Guarantor Discovery
Subsidiaries of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries

ASSETS
Current assets:

Cash and cash equivalents $ — — 3 18 $ 214 $ — 3 — ¢ 23z

Receivables, net — — 451 1,05¢ — — 1,50¢

Content rights, net — — 7 30¢€ — — 31:

Deferred income taxes — — 40 44 — — 84

Prepaid expenses and other curi

assets — 1 17¢ 154 — — 334

Inter-company trade receivables,

net — — 11C — — (110 —
Total current assets — 1 80t 1,772 — (110) 2,46¢
Investment in and advances to
subsidiaries 5,48¢ 5,48¢ 7,70z — 3,67: (22,359 —
Noncurrent content rights, net — — 61C 1,411 — — 2,021
Goodwill — — 3,76¢ 4,42( — — 8,18¢
Intangible assets, net — — 29¢ 1,52¢ — — 1,822
Equity method investments — — 20 58( — — 60C
Other noncurrent assets — 20 10z 527 — (20 62¢
Total assets $ 5,48¢ 551C $ 13,30¢ $ 10,23: $ 3,67 $ (22,48) $ 15,72¢
LIABILITIES AND EQUITY
Current liabilities:

Current portion of debt $ — — 327 % 22 % —  $ — 3 34¢

Other current liabilities 2 — 427 934 — — 1,36:

Inter-company trade payables, n — — — 11C — (110 —
Total current liabilities 2 — 754 1,06¢ — (110) 1,712
Noncurrent portion of debt — — 6,73¢ 11¢ — — 6,85¢
Other noncurrent liabilities 2 — 32t 59: 21 (20 921
Total liabilities 4 — 7,815 1,777 21 (230 9,48¢
Redeemable noncontrolling interests — — — 754 — — 754
Equity attributable to Discovery

Communications, Inc. 5,48¢ 5,51( 5,48¢ 7,70% 3,65: (22,359 5,48¢
Noncontrolling interests — — — — — 1 1
Total equity 5,48¢ 5,51( 5,48¢ 7,70% 3,652 (22,359 5,48¢
Total liabilities and equity $ 5,48¢ 551C ¢ 1330t $ 10,23« $ 367 $ (2248) $ 15,72¢
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Balance Sheet
December 31, 2014

(in millions)
Non-
Guarantor Other Non- Reclassifications
Subsidiaries of ~ Guarantor Discovery
Subsidiaries of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries

ASSETS
Current assets:

Cash and cash equivalents $ — 3 — 3 8 $ 35¢ % — 8 — 3 367

Receivables, net — — 41€ 1,013 — — 1,43

Content rights, net — — 8 321 — — 32¢

Deferred income taxes — — 40 47 — — 87

Prepaid expenses and other curre|

assets — 11 164 10C — — 27¢

Inter-company trade receivables, net — — 151 — — (151 —
Total current assets — 11 781 1,84¢ — (153) 2,491
Investment in and advances to
subsidiaries 5,67¢ 5,66¢ 7,75( — 3,80( (22,89) —
Noncurrent content rights, net — — 613 1,36( — — 1,97
Goodwill — — 3,76¢ 4,467 — — 8,23¢
Intangible assets, net — — 307 1,664 — — 1,971
Equity method investments — — 21 623 — — 644
Other noncurrent assets — 20 10€ 54¢ — (20 65E
Total assets $ 567¢ $ 570C $ 1335¢ $ 10,507 $ 3,80C $ (23,06 $ 15,97«
LIABILITIES AND EQUITY
Current liabilities:

Current portion of debt $ — $ — $ 1,08 % 23 % — $ — $ 1,10i

Other current liabilities 73 — 43¢ 991 — — 1,49i

Inter-company trade payables, net — — — 151 — (151 —
Total current liabilities 73 — 1,515 1,16t — (15)) 2,60¢
Noncurrent portion of debt — — 5,82¢ 17¢ — — 6,00z
Other noncurrent liabilities 3 — 34: 665 22 (20) 1,01
Total liabilities 76 — 7,68¢ 2,00¢ 22 a7y 9,61¢
Redeemable noncontrolling interests — — — 747 — — 747
Equity attributable to Discovery

Communications, Inc. 5,60z 5,70C 5,66¢ 7,752 3,77¢ (22,899 5,60z
Noncontrolling interests — — — — — 2 2
Total equity 5,60z 5,70C 5,66¢ 7,752 3,77¢ (22,89)) 5,60¢
Total liabilities and equity $ 567¢ $ 570C $ 1335¢ $ 10,507 $ 3,80C $ (23,069 $ 15,97«
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DISCOVERY COMMUNICATIONS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Three Months Ended June 30, 2015

Condensed Consolidating Statement of Operations

(in millions)
Non-
Guarantor Other Non- Reclassifications
Subsidiaries of ~ Guarantor Discovery
Subsidiaries of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries

Revenues $ — — 3 498§ 1,168 $ — 8 6) $ 1,654
Costs of revenues, excluding depreciation

and amortization — — 10€ 45¢ — — 564
Selling, general and administrative 4 — 53 37¢ — (6) 43C
Depreciation and amortization — — 8 74 — — 82
Restructuring and other charges — — 15 9 — — 24
Gain on disposition — — — (3) — — €©)]
Total costs and expenses 4 — 182 917 — (6) 1,09
Operating (loss) income 4 — 31c 24¢ — — 557
Equity in earnings of subsidiaries 28¢ 28¢ 14¢ — 19¢ (920 —
Interest expense — — (75) 2 — — (77)
Income from equity investees, net — — 1 6 — — 7
Other expense, net — — (38) (22) — — (59
Income from continuing operations befi
income taxes 28t 28¢ 35C 231 19z (920 42¢
Benefit from (provision for) income taxes 1 — (61) (79 — — (139)
Net income 28¢€ 28¢ 28¢ 152 19z (920 28¢
Net income attributable to redeemable

noncontrolling interests — — — — — (©)] 3)
Net income available to Discovery
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Operations
Three Months Ended June 30, 2014

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

Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
Revenues $ — 3 — 3 49 $ 1,11 % — 8 3 $ 1,61
Costs of revenues, excluding depreciation

and amortization — — 11¢ 39¢ — Q) 51t
Selling, general and administrative 4 — 47 357 — 2 40€
Depreciation and amortization — — 7 68 — — 75
Restructuring and other charges — — 1 4 — — 5
Gain on disposition — — — (31) — — (32)
Total costs and expenses 4 — 178 79€ — 3 97C
Operating (loss) income 4) — 32t 31¢ — — 64C
Equity in earnings of subsidiaries 382 382 204 — 254 (1,227) —
Interest expense — — (82) 2 — — (83
Income from equity investees, net — — 3 5 — — 8
Other income, net — — 2 25 — — 27
Income from continuing operations befi
income taxes 37¢ 382 453 347 254 (1,227) 592
Benefit from (provision for) income taxes 1 — (77) (13§ — — (20¢)
Net income 37¢ 382 382 20¢ 254 (1,227) 384
Net income attributable to noncontrolling
interests — — — — — 2 2
Net income attributable to redeemable
noncontrolling interests — — — — — 3 3
Net income available to Discovery )
Communications, Inc. $ 37¢ % 38z % 38z % 20¢ % 254 $ (1,227 % 37¢
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DISCOVERY COMMUNICATIONS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Six Months Ended June 30, 2015

Condensed Consolidating Statement of Operations

(in millions)
Non-
Guarantor Other Non- Reclassifications
Subsidiaries of ~ Guarantor Discovery
Subsidiaries of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries

Revenues $ — — 3 95¢ $ 2,241 % — 8 6 $ 3,191
Costs of revenues, excluding depreciation

and amortization — — 214 91t — — 1,12¢
Selling, general and administrative 8 — 96 732 — (6) 83C
Depreciation and amortization — — 17 14€ — — 162
Restructuring and other charges — — 20 13 — — 33
Gain on disposition — — — (3) — — €©)]
Total costs and expenses 8 — 347 1,80¢ — (6) 2,152
Operating (loss) income (8) — 60¢ 43¢ — — 1,03¢
Equity in earnings of subsidiaries 541 541 248 — 361 (1,68¢) —
Interest expense — — (162) 4 — — (16€)
Income from equity investees, net — — 2 6 — — 8
Other expense, net — — (11) (67) — — (78)
Income from continuing operations befi
income taxes 53z 541 681 373 361 (1,68¢6) 802
Benefit from (provision for) income taxes 3 — (140 (127 — — (264)
Net income 53¢ 541 541 24¢€ 361 (1,68¢) 53¢
Net income attributable to redeemable

noncontrolling interests — — — — — (©)] 3)
Net income available to Discovery

CommunicationS, Inc. 53¢ 541 $ 541 $ 24¢€ $ 361 $ (1,689 $ 53¢
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Operations
Six Months Ended June 30, 2014

(in millions)
Non-
Guarantor Other Non- Reclassifications
Subsidiaries of ~ Guarantor Discovery
Subsidiaries of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries

Revenues $ — 3 — 3 94¢ $ 2,077 % — 3 5 $ 3,021
Costs of revenues, excluding depreciation

and amortization — — 22¢ 771 — (©)] 997
Selling, general and administrative 7 — 111 69¢ — 2 81t
Depreciation and amortization — — 17 141 — — 15¢
Restructuring and other charges — — 1 7 — — 8
Gain on disposition — — — (31) — — (32)
Total costs and expenses 7 — 35¢ 1,587 — (5) 1,945
Operating (loss) income @ — 591 49C — — 1,074
Equity in earnings of subsidiaries 614 614 312 — 40¢ (1,949 —
Interest expense — — (160) 4 — — (164)
Income from equity investees, net — — 6 15 — — 21
Other income, net — — 6 4 — — 1C
Income from continuing operations befi
income taxes 607 614 75& 50t 40¢ (1,949 941
Benefit from (provision for) income taxes 2 — 14y (187 — — (326)
Net income 60¢ 614 614 31¢ 40¢ (1,949 61t
Net income attributable to noncontrolling

interests — — — — — 2 2
Net income attributable to redeemable

noncontrolling interests — — — — — 4 4
Net income available to Discovery

Communications, Inc. $ 60¢ $ 614 $ 614 $ 31e  $ 40¢ $ (1,955 % 60¢
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Comprehensiiecome
Three Months Ended June 30, 2015

(in millions)
Non-
Guarantor Other Non- Reclassifications
Subsidiaries of ~ Guarantor Discovery
Subsidiaries of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
Net income $ 28¢ $ 28¢ $ 28¢ $ 152 % 19 % 9200 $ 28¢
Other comprehensive income (loss), net
of tax:
Currency translation adjustments 132 132 132 132 88 (484 132
Derivative and market value
adjustments (14) (19 (19 (30 9 67 (14)
Comprehensive income 404 407 407 254 272 (1,337) 407
Comprehensive income attributable to
redeemable noncontrolling interests 9 9 9 9 (6) 3C 12

Comprehensive income attributable to )
Discovery Communications, Inc. $ 39t % 39 $ 39 $ 248§ 26€ $ (2,307) $ 39¢
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Comprehensiiecome
Three Months Ended June 30, 2014

(in millions)
Non-
Guarantor Other Non- Reclassifications
Subsidiaries of ~ Guarantor Discovery
Subsidiaries of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
Net income $ 37¢ % 38z $ 38z $ 20 $ 254 $ (1,229 % 384
Other comprehensive loss, net of tax:
Currency translation adjustments (33 (393 (33 (35) (22 125 (33
Derivative and market value
adjustments 8 (©)] (8) (@8] 5) 22 (8)
Comprehensive income 33¢ 341 341 172 227 (2,077) 342
Comprehensive income attributable to
noncontrolling interests — — — — — 2 2
Comprehensive loss attributable to
redeemable noncontrolling interest (D) (D) (D) (D) (D) 1 4)

Comprehensive income attributable to _ _
Discovery Communications, Inc. $ 337 % 34C % 34C % 17z $ 22¢  $ (2,079 $ 337
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(unaudited)

Condensed Consolidating Statement of Comprehensiiecome
Six Months Ended June 30, 2015

(in millions)
Non-
Guarantor Other Non- Reclassifications
Subsidiaries of ~ Guarantor Discovery
Subsidiaries of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
Net income $ 53¢ $ 541 $ 541 $ 24€ % 361 $ (1,686 $ 53¢
Other comprehensive loss, net of tax:
Currency translation adjustments (11€) (11¢) (11¢) (1149 (77) 42: (11¢)
Derivative and market value
adjustments 2 2 2 2 (@) 7 2
Comprehensive income 41¢ 427 423 13C 28¢ (1,25¢€) 421
Comprehensive loss attributable to
redeemable noncontrolling interests 26 26 26 26 17 (98) 23
Comprehensive income attributable to
Discovery Communications, Inc. $ 444  $ 44¢  $ 44¢  $ 15€¢ $ 30C $ (1,359 ¢ 444
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Comprehensiiecome
Six Months Ended June 30, 2014

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

Discovery DCH DCL DCL Discovery Eliminations Subsidiaries

Net income $ 60 $ 614 $ 614 $ 31 $ 40¢ $ (1,949 ¢ 61t
Other comprehensive loss, net of tax:

Currency translation adjustments (32 (32 (32 (32 (22) 117 (32

Derivative and market value

adjustments 9 9 9 2 (6) 26 9

Comprehensive income 56¢ 57¢ 57¢ 284 382 (1,806 574
Comprehensive income attributable to

noncontrolling interests — — — — — 2 2
Comprehensive income attributable to

redeemable noncontrolling interest (D) (D) (D) (D) (D) — 5)

Comprehensive income attributable to _ _
Discovery Communications, Inc. $ 567 $ 57z $ 57z $ 28 % 381 $ (1,809 $ 567
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Cash Flows
Six Months Ended June 30, 2015

(in millions)
Non-
Guarantor Other Non-  Reclassifications
Subsidiaries of ~ Guarantor Discovery
Subsidiaries of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries

Operating Activities
Cash (used in) provided by operating
activities $ (73) 9 8 $ 146 ¢ 311 % — $ — % 394
Investing Activities
Purchases of property and equipment — — (11 (41) — — (52)
Business acquisitions, net of cash
acquired T T T (29) T T @2
Payments for derivative instruments — — (11 — — — (11
Proceeds from disposition, net of cash . . . 61 . . 61
disposed
Distributions from equity method
investees - - — 43 — — 48
Investments in equity method investee:
ot — — (2) (26) — — (27)
Investments in cost method investments — — — (16) — — (16)
Inter-company distributions — — 31 — — (32) —
Other investing activities, net — — — (8) — — (8
Cash provided by (used in) investing
activities o o e ©) o L) (26)
Financing Activities
Commercial paper borrowings, net — — 94 — — — 94
Borrowings under revolving credit facili — — — 12z — — 12z
Principal repayments of revolving credi . . . .
facility (23) (249) (162)
Borrowings from debt, net of discount — — 93¢ — — — 93¢
Principal repayments of debt — — (849 — — — (849)
Principal repayments of capital lease

obligations o o @) (19 o o (17
Repurchases of stock (524) — — — — — (529
Cash distributions to redeemable
noncontrolling interests o o o (36) o o (36)
Equity-based plan payments, net (12) — — — — — (12)
Hedge of borrowings from debt
instruments o o (29) o o o (29)
Inter-company distributions — — — (32) — 31 —
Inter-company contributions and other - . .

financing activities, net 60¢ 8 (289) (330 (19
Cash provided by (used in) financing - -
i 73 (8) (14¢€) (437) — 31 (487)
Effect of exchange rate changes on cash - . . (16) - . (16)

and cash equivalents
Net change in cash and cash equivalet — — 10 (245 — = (13%)
Cash and cash equivalents, beginning of . . 8 35¢ . . 367
period -
Cash and cash equivalents, end of per $ — 3 — 3 18 $ 214 $ —  $ — 3 232
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Condensed Consolidating Statement of Cash Flows
Six Months Ended June 30, 2014

(in millions)
Non-
Guarantor Other Non-  Reclassifications
Subsidiaries of ~ Guarantor Discovery
Subsidiaries of and and
Discovery DCH DCL DCL Discovery Eliminations Subsidiaries

Operating Activities
Cash provided by (used in) operating -
activities $ 14€ % 1c $ D s 318 % — 8 — $  47c
Investing Activities
Purchases of property and equipment — — (13) (45 — — (58)
Business acquisitions, net of cash
acquired T T T (321) T T (521)
Proceeds from disposition, net of cash . o o 45 . o 45
disposed =
Distributions from equity method
investees o o o s o o S
:]ne\iestments in equity method investees, . . 1) ®) . . ©)
Other investing activities, net — — — @ — — (D)
Cash used in investing activities — — (14) (289) — — (309
Financing Activities
Commercial paper borrowings, net — — 162 — — — 162
Borrowings under revolving credit facili — — 44C — — — 44C
Principal repayments of revolving credit . . . . .
facility (440) (440)
Borrowings from debt, net of discount — — 41F — — — 41F
Principal repayments of capital lease . . . .
obligations @ ) ©)
Repurchases of stock (769) — — — — — (769)
Cash distributions to redeemable . . . @) . . 2
noncontrolling interests
Equity-based plan proceeds, net 13 — — — — — 13
Inter-company contributions and other c . .

financing activities, net 61 (10) (655 a4 (1D
Cash (used in) provided by financing
activities (14€) 10 (8C) 35 — — (209)
Effect of exchange rate changes on cash . . . ®) . . )

and cash equivalents
Net change in cash and cash equivalet — — (95) 59 — — (36)
Cash and cash equivalents, beginning of - . 122 ogE - . 406
period
Cash and cash equivalents, end of per $ — $ — $ 28 $ 344 % —  $ —  $ 372
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ITEM 2. Management’s Discussion and Analysis of Fiancial Condition and Results of Operations.

Management's discussion and analysis of finan@atition and results of operations is a supplerteeand should be read in conjunction
with the accompanying consolidated financial statets and related notes. This section providesiadditinformation regarding Discovery
Communications, Inc.’s (“Discovery,” “Company,” “we‘'us,” or “our”) businesses, current developmemnésults of operations, cash flows and
financial condition. Additional context can alsofbend in the 2014 Form 10-K.

CAUTIONARY NOTE CONCERNING FORWARD-LOOKING STATEMEN TS

Certain statements in this Quarterly Report on Fbor@Q constitute forward-looking statements wittiia meaning of the Private
Securities Litigation Reform Act of 1995, includistatements regarding our business, marketing padhting strategies, integration of acquired
businesses, new service offerings, financial praspand anticipated sources and uses of capitaid$\such as “anticipates,” “estimates,”
“expects,” “projects,” “intends,” “plans,” “beliews” and terms of similar substance used in conoeatith any discussion of future operating or
financial performance identify forward-looking statents. Where, in any forward-looking statementewgess an expectation or belief as to
future results or events, such expectation or bisliexpressed in good faith and believed to hareaaonable basis, but there can be no asst
that the expectation or belief will result or be@mplished. The following is a list of some, but ab, of the factors that could cause actual
results or events to differ materially from thosgi@pated: continued consolidation of distributicustomers and production studios; a failure to
secure affiliate agreements or renewal of suchemgeats on less favorable terms; changes in thebdisbn and viewing of television
programming, including the expanded deploymentep$pnal video recorders, video on demand (“VODifeiinet protocol television, mobile
personal devices and personal tablets and themdtrgn television advertising revenue; rapid tetdgioal changes; the inability of advertisers
or affiliates to remit payment to us in a timelynmar or at all; general economic and business tiondj industry trends, including the timing
and spending on, feature film, television and tisiem commercial production; spending on domestit fareign television advertising;
disagreements with our distributors over contratrpretation; fluctuations in foreign currency leange rates and political unrest and regule
changes in international markets; market demantbfeign firstrun and existing content libraries; the regulatmmng competitive environment
the industries in which we, and the entities inakhive have interests, operate; uncertainties imb@re¢he development of new business lines
and business strategies; uncertainties regardenfirtancial performance of our equity method ingest integration of acquired businesses;
uncertainties associated with product and senéseldpment and market acceptance, including theldpment and provision of programming
for new television and telecommunications technegfuture financial performance, including aviildy, terms, and deployment of capital;
the ability of suppliers and vendors to deliverdarats, equipment, software, and services; the mgoaf any pending or threatened litigation;
availability of qualified personnel; the possilyilitr duration of an industry-wide strike or otheb jaction affecting a major entertainment
industry union; changes in, or failure or inabilitycomply with, government regulations, includimgthout limitation, regulations of the Federal
Communications Commission and adverse outcomesrieguiatory proceedings; changes in income taxedavegulatory changes or changes
in our corporate structure; changes in the nattikey strategic relationships with partners, disitors and equity method investee partners;
competitor responses to our products and servitgshee products and services of the entities irckviaie have interests; threatened terrorist
attacks and military action; reduced access taa@amiarkets or significant increases in costs twdw, and a reduction of advertising revenue
associated with unexpected reductions in the numibgubscribers. For additional risk factors, reéfettem 1A, “Risk Factors,” in the 20brm
10-K. These forward-looking statements and sudtsrigncertainties, and other factors speak onbf #se date of this Quarterly Report, and we
expressly disclaim any obligation or undertakinglisseminate any updates or revisions to any fahh@oking statement contained herein, to
reflect any change in our expectations with reghaedeto, or any other change in events, conditimrgrcumstances on which any such state
is based.

BUSINESS OVERVIEW

We are a global media company that provides comtemaiss multiple distribution platforms, includipgy-TV, free-to-air and broadcast
television networks, websites, digital distributi@amangements and content licensing agreementgp@tiolio of networks includes prominent
television brands such as Discovery Channel, owstmaely distributed global brand, TLC, Animal Ré&, Investigation Discovery and
Velocity (known as Turbo outside of the U.S.). Wapadevelop and sell curriculum-based educatiodycts and services and operate
production studios.

Our objectives are to invest in content for ounwaeks to build viewership, optimize distributionvemue, capture advertising sales, and
create or reposition branded channels and busim#ssecan sustain long-term growth and occupysaet content niche with strong consumer
appeal. Our strategy is to maximize the distribuytiatings and profit potential of each of our lolagh networks. In addition to growing
distribution and advertising revenues for our bexhdetworks, we are extending content distribuioross new platforms, including brand-
aligned websites, web-native networks, on-lineastri@g, mobile devices, VOD and broadband channéigh provide promotional platforms
for our television content and serve as additianglets for advertising and distribution revenued#ence ratings are a key driver in generating
advertising revenue and creating demand on
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the part of cable television operators, direct-oork ("DTH") satellite operators, telecommunicatéenvice providers, and other content
distributors, who deliver our content to their ausers.

Our content spans genres including survival, egplon, sports, lifestyle, general entertainmentpég, adventure, crime and investigation,
health and kids. We have an extensive library oteat and own rights to much of our content andaige, which enables us to exploit our
library to launch brands and services into new markuickly. Our content can be re-edited and wgabtiit a cost-effective manner to provide
topical versions of subject matter that can bézetil around the world. Substantially all of our o is produced in high definition (“HD”)
format.

Although the Company utilizes certain brands anadeat globally, we classify our operations in tveportable segments: U.S. Networks,
consisting principally of domestic television netk®and websites, and International Networks, atimgj primarily of international television
networks and websites; and two combined operagggents referred to as Education and Other, comgistincipally of curriculum-based
product and service offerings and production stsidio

U.S. Networks

U.S. Networks generated revenues of $1,563 milliwhich represented 49% of our total consolidagaenues, and Adjusted OIBDA of
$921 million during the six months ended June 852 Our U.S. Networks segment owns and operatesdtional television networks,
including fully distributed television networks suas Discovery Channel, TLC and Animal Planet.dditon, this segment holds an equity
method investment interest in OWN.

U.S. Networks generates revenues from fees chaoggidtributors of our television networks’ firgtrr content, which include cable, DTH
satellite and telecommunication service providexerred to as affiliate fees; fees from digitatdbutors for content licensed that was
previously distributed on our television networnteferred to as digital distribution revenue; fesrf advertising sold on our television networks
and websites; fees from providing sales representand network distribution services and contergduity method investee networks; and
revenue from licensing our brands for consumer petsd

Typically, our television networks are aired pursii multi-year carriage agreements that providtetie level of carriage that our
networks will receive and for annual graduated iatecases. Carriage of our networks depends dkegadnclusion, such as whether networks
are on the more widely distributed, broader packagdesser-distributed, specialized packages,rafeored to as digital tiers.

Advertising revenue is based on the price receigedvailable advertising spots and is dependeahwgpnumber of factors including the
number of subscribers to our channels, viewerséipafraphics, the popularity of our programming, andability to sell commercial time over
a portfolio of channels. In the U.S., advertisimget is sold in the upfront and scatter marketsh&nupfront market, advertisers buy advertising
time for upcoming seasons, and by committing telpase in advance, lock in the advertising rateg wik pay for the upcoming year. A porti
of many upfront advertising commitments includeiampt whereby advertisers may reduce purchase conamis. In the scatter market,
advertisers buy advertising closer to the time wihencommercials will be run, which often resuftsipricing premium compared to the upfront
rates. The mix of upfront and scatter market adkiag time sold is based upon the economic conditat the time that upfront sales take place
impacting the sell-out levels management is willimgble to obtain. The demand in the scatter nhahle impacts the pricing achieved for our
remaining advertising inventory. Scatter marketipg can vary from upfront pricing and can be viidat

During the six months ended June 30, 2015, digich, advertising and other revenues were 46%84 &8d 1% , respectively, of total
revenues for this segment. Discovery Channel, TheC Animal Planet, collectively, generated 67% dbNetworks’ total revenues for the six
months ended June 30, 2015 .

U.S. Networks’ largest single cost is content eggemvhich includes content amortization, contemqtainments and production costs. U.S.
Networks amortizes the cost of capitalized contigiitts based on the proportion of current estimatednues relative to the estimated remai
total lifetime revenues, which results in eitheraggelerated method or a straight-line method afrtimation over the estimated useful lives of
the content. Amortization rates vary by network.d¥lof U.S. Networks' content rights are amortizsithgi an accelerated amortization method
over four years.

On September 23, 2014 , we acquired an additiddtal fbr a controlling ownership interest in Discov&amily, formerly known as the
Hub Network, from Hasbro for $64 million . Discoydfamily is a pay-TV network in the U.S. that prbe$ entertainment for children and
families. The purchase increased our ownershipdstén the joint venture from 50% to 60% . As sufe we changed our accounting for
Discovery Family from an equity method investmenatconsolidated subsidiary. The acquisition otBi®ry Family supports the strategic
priority of broadening the scope of the networknirease viewership. The network rebrand to Disgo#@amily occurred on October 13, 2014.
(See Note 2 to the accompanying consolidated finhstatements.)
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International Networks

International Networks generated revenues of $1rbilon , which represented 48% of our total cdidaied revenues, and Adjusted
OIBDA of $481 million during the six months endathéd 30, 2015 . Our International Networks segmentipally consists of national and pan-
regional television networks. This segment gensrageenue from operations in virtually every pay-Tdrket in the world through an
infrastructure that includes operational centedsandon, Warsaw, Milan, Singapore and Miami. Gldirands include Discovery Channel,
Animal Planet, TLC, ID, Science Channel and Tutkmogvn as Velocity in the U.S.), along with brandslasive to International Networks,
including Eurosport, DMAX and Discovery Kids. Intational Networks has a large international distitn platform for its 43 networks, with
as many as 14 networks distributed in any partiatdantry or territory across the more than 280ntries and territories around the world wt
our networks are distributed. Including all acqigsis through June 30, 2015, International Netwangerated over 34fique distribution feec
in over 40 languages with channel feeds custormaredrding to language needs and advertising spfesrinities. International Networks also
has free-to-air networks in Europe and the MiddistEand broadcast networks in the Nordics and maasi to pursue further international
expansion. The penetration and growth rates ofipagervices vary across the 220 countries anddeigs depending on the dominance of
different television platforms in local markets. éhpay-TV services have greater penetration ita@@markets, free-to-air or broadcast
television is dominant in others. International \Wettks pursues distribution across all televisicatfpims based on the specific dynamics of |
markets and relevant commercial agreements.

Similar to U.S. Networks, a significant source @fenue for International Networks relates to fdewged to operators who distribute our
linear networks. Such operators primarily includble and DTH satellite service providers. Intewradi television markets vary in their stage
development. Some markets, such as the U.K., are attvanced digital television markets, while athemain in the analog environment with
varying degrees of investment from operators t@agpchannel capacity or convert to digital techgigle. Common practice in some markets
results in long-term contractual distribution redaships, while customers in other markets renemtrasts annually. Distribution revenue for our
International Networks segment is largely dependerthe number of subscribers that receive our odddsvor content, the rates negotiated in the
distributor agreements, and the market demancécontent that we provide.

The other significant source of revenue for Intéomeal Networks relates to advertising sold on tlevision networks, similar to U.S.
Networks. Advertising revenue is dependent upoaraber of factors, including the development of pay fre«-to-air television markets, the
number of subscribers to and viewers of our channeéwership demographics, the popularity of a@gpamming, and our ability to sell
commercial time over a portfolio of channels. Imta® markets, our advertising sales business tggereith in-house sales teams, while we rely
on external sales representation services in otlagkets. In developing television markets, we ekfieat advertising revenue growth will result
from continued subscriber growth, our localizatsrategy, and the shift of advertising spendingifteaditional broadcast networks to channels
in the multi-channel environment. In relatively ona markets, such as Northern Europe, we antictbategrowth in advertising revenue will
come from increasing viewership and advertisingipg on our existing television networks, launchimgy services and through acquisitions.

During the six months ended June 30, 2015 , digidh, advertising and other revenues were 53%4 d44d 3% , respectively, of total net
revenues for this segment. While the Company laaktionally operated cable networks, an increapimgion of the Company's international
revenue is generated by advertising on free-tordiroadcast networks. Pay-TV networks, free-tosairoadcast networks, and radio networks
generated 44% , 48% and 8% of International Nets/@#lvertising revenue for the six months endeé 3n 2015 , respectively.

International Networks’ largest cost is contentenge, which we distribute through localized prograng disseminated via our 345
unique distribution feeds. While our Internatiohtworks segment maximizes the use of programming U.S. Networks, we also develop
local programming that is tailored to individual ket preferences and license the rights to airdltalevision series and sporting events from
third-party producers. International Networks arzes the cost of capitalized content rights basethe proportion of current estimated
revenues relative to the estimated remaining tifédime revenues, which results in either an as@gkd method or a straight-line method over
the estimated useful lives of the content of ufivie years. Content acquired from U.S. Networks emtent developed locally airing on the
same network is amortized similarly, as amortizatiates vary by network. Approximately half of Imtational Networks' content is amortized
using an accelerated amortization method, whilegeh®ainder is amortized on a straight-line badie dosts for multi-year sports programming
arrangements are expensed when the event is betddesed on the estimated relative value of eaadosen the arrangement.

On December 21, 2012, we acquired a 20% ownerstepeist in Eurosport, which includes both Eurospudrnational and Eurosport
France and which was accounted for as an equitijodetvestment. On May 30, 2014 , we acquired arothimg 31% interest in Eurosport
International for €259 million ( $351 million ) amdmmitted to acquire a similar controlling intdresEurosport France upon resolution of
certain regulatory matters. The outstanding reguyaiatters in France were subsequently resolvddarMarch 31, 2015 , we completed our
acquisition of an additional 31% equity interesEurosport France for €38 million ( $40 milliong)ying us a 51% stake in Eurosport. (See Note
2 to the accompanying consolidated financial statem)
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On June 30, 2015we sold our radio businesses in Northern Eurof@auer Media Group for total consideration, netash disposed,
€74 million ( $84 million ), which includes €54 mdh ( $61 million ) of net cash received at closi€§ million ( $4 million) of expecte
working capital adjustments, and €17 million ( $ibélion ) for the fair value of contingent considerationb® determined by the operat
results of the radio businesses for the year emds@mber 31, 2015. We recorded a pretax gain ahi#i®n upon completion of the sale. \
determined that the disposal did not meet the diefinof a discontinued operation because it dogsrapresent a strategic shift that hi
significant impact on our operations and consoéiddinancial results. (See Note 2 to the accompangdnsolidated financial statements.)

Effective January 1, 2015, we realigned our Intéomal Networks reporting structure into the foliogy regions: Northern Europe, which
includes primarily the Nordics and U.K.; Southeurd@pe, which primarily includes Italy and Spainn@al and Eastern Europe, the Middle
East, and Africa (‘CEEMEA”"), which has been expahtzinclude Germany; Latin America; Asia-Pacificyd Eurosport. Previously,
International Networks’ regional operations repugtstructure was segregated into the followingaegii Western Europe, which included the
U.K. and western European countries; Nordics; CEBMEatin America; Asia-Pacific; and Eurosport. Théalignment did not impact our
consolidated financial statements other than tmgbahe regions in which we describe our operatsglts for the International Networks
segment.

Education and Other

Education and Other generated revenues of $94milluring the six months ended June 30, 2015 ,iwieipresented 3% of our total
consolidated revenues for the six months ended 30n2015 . Education is comprised of curriculursdzhproduct and service offerings and
generates revenues primarily from subscriptionsggthto K-12 schools for access to an online sfitirriculum-based VOD tools,
professional development services, digital textisomid, to a lesser extent, student assessmengaiblichtion of hardcopy curriculum-based
content. Other is largely comprised of productitud®s that develop television content for our rekg and television service providers
throughout the world.

As of December 31, 2014, we reorganized our pragilustudios into an operating segment. Previowslyponents of this segment were
classified in the U.S. Networks and InternationatWbrks segments. The segment does not meet tin¢itqtiae thresholds for reporting as a
separate segment and has been combined with oeatimusegment, which also does not meet the gatiméi thresholds of a separate
reportable segmentrenamed Education and Other, for financial statgrpresentation in all periods. All prior periad@unts have been recas
conform to the current year presentation. Our wholtned production studios provide services told\8. Networks and International Networks
segments at cost. The revenues and offsetting egpexssociated with these inter-segment produsinvices are not reflected in the results of
operations for Education and Other as they hava blminated within the Production Studios opeigsegment.

On September 23, 2014 , we acquired a BoUity method ownership interest in All3Media, agurction company with an enterprise ve
of £556 million ( $912 million ), for a cash paynmerfi £90 million ( $147 million ). All3Media recatailized its debt structure to effect the
transaction. (See Note 3 to the accompanying cialadet! financial statements). On February 28, 20®4acquired Raw TV Limited, a factual
entertainment production company in the U.K. théitimprove the sourcing of content for our netwerkSee Note 2 to the accompanying
consolidated financial statements.)
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RESULTS OF OPERATIONS
Items Impacting Comparability

On May 30, 2014 , we acquired a controlling intenregurosport International. On March 31, 2015, acquired a controlling interest in
Eurosport France and integrated the business untasiort International, collectively referred toEagosport . (See Note 2 to the accompanying
consolidated financial statements.) We includediierations of Eurosport International and Euraspaance in our consolidated financial
statements as of their respective acquisition dates result, Eurosport has impacted the compiétyabf our results of operations between the
three and six months ended June 30, 2015 and thparable periods in 2014 . Accordingly, to ass$istreader in understanding the changes in
our results of operations, the results of operation the three and six months ended June 30, @0d2014excluding Eurosport are presentet
the tables below (in millions). The results of agaems for Eurosport do not reflect the synergiesfincreased paBuropean market penetrati
which are reflected in the total Company excludiugosport amounts. Discovery Family, which was &eguon September 23, 2014 , and other
less significant acquisitions made during 2015 204 , were not adjusted for in the comparabibitylés as their results did not materially
impact the comparability of operations, excepttagmvise noted within this Item. Adjusted OIBDAdsfined and a reconciliation to operating
income is presented in the Segment Results of @pesasection.

Consolidated Three Months Ended June 30,

2015 2014
Total Company Total Company  Total Company Total Company Ex- % Change Ex-
As Reported Eurosport Ex-Eurosport As Reported Eurosport Eurosport Eurosport

Revenues:

Distribution $ 77t $ 91 $ 684 $ 692 2¢ 3 66< 3%

Advertising 814 34 78C 844 18 82¢ (6)%

Other 65 8 57 74 8 6€ (14)%
Total Revenues $ 1,65¢ $ 13§ 1521 $ 1,61( 55 % 1,55¢ (2%
Adjusted OIBDA $ 68C $ 14 $ 66€ $ 694 1€ $ 67¢ 2)%
Consolidated Six Months Ended June 30,

2015 2014
Total Company
Total Company Ex- Total Company Total Company Ex- % Change Ex-
As Reported Eurosport Eurosport As Reported Eurosport Eurosport Eurosport

Revenues:

Distribution $ 153: % l6e $ 1,368 $ 1,34¢ 2¢ 3 1,32( 3%

Advertising 1,501 50 1,457 1,53¢ 18 1,51¢ (4)%

Other 157 25 132 13¢ 8 131 1%
Total Revenues $ 3,191 ¢ 24§ 2,94¢ % 3,021 55 % 2,96¢ ()%
Adjusted OIBDA $ 1,24¢ $ 15 $ 1,23 $ 1,21¢ 1€ $ 1,20:¢ 2%
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International Networks

Three Months Ended June 30,

2015 2014
International International International International
Networks As Networks Ex- Networks As Networks Ex- % Change Ex-
Reported Eurosport Eurosport Reported Eurosport Eurosport Eurosport
Revenues:
Distribution $ 41 $ 91 $ 327 % 37 % 2¢ % 344 (5)%
Advertising 367 34 33: 397 18 37¢ (12)%
Other 16 8 8 23 8 15 (47)%
Total Revenues $ 801 $ 13¢ ¢ 66 $ 79 $ 55 $ 73€ (9%
Adjusted OIBDA $ 26€ $ 14 $ 252 $ 296 $ 1€ $ 282 (11)%
International Networks Six Months Ended June 30,
2015 2014
International International International International
Networks As Networks Ex- Networks Networks Ex- % Change Ex-
Reported Eurosport Eurosport As Reported Eurosport Eurosport Eurosport
Revenues:
Distribution $ 814 $ 166 $ 64€ $ 711 $ 2% % 682 (5)%
Advertising 67¢ 5C 62¢ 718 g 69¢ (9%
Other 43 25 1€ 36 8 28 (36)%
Total Revenues $ 153¢ $ 24 % 1,29: $ 1,460 $ 5 1,40¢ (8)%
Adjusted OIBDA $ 481 $ 15 ¢ 46€ 3 51¢ $ 1€ $ 502 (7%

Recasting of Certain Prior Period | nformation
The Company’s reportable segments are determirgztlan (i) financial information reviewed by our @Fii) internal management and

related reporting structure, and (iii) the basisrugvhich the CEO makes resource allocation deasids of December 31, 2014, we changec

organizational structure and reorganized our proodinigtudios into an operating segment. Previousiyaponents of this segment were part of

the U.S. Networks and International Networks segméd?roduction Studios does not meet the quantitatiresholds of a separate reportable
segment and has been combined with our Educatgmes&t, which also does not meet the quantitatikestiolds of a separate reportable

segment , referred to as Education and Otherjrian€ial statement presentation in all periods. Thempany has recast amounts for the three

and six months ended June 30, 2014 to conformrteuwuent structure for internally managing and itaing segment performance.
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Consolidated Results of Operations
The table below presents our consolidated restittp@rations (in millions).

Three Months Ended Six Months Ended June
June 30, 30,
2015 2014 % Change 2015 2014 % Change

Revenues:

Distribution $ 77t $ 69z 12% $ 153: $ 1,34¢ 14%

Advertising 814 844 (4% 1,501 1,53¢ (2%

Other 65 74 12)% 157 13¢ 13%
Total revenues 1,654 1,61C 3% 3,191 3,021 6 %
Costs of revenues, excluding depreciation and aratidn 564 51t 1C% 1,12¢ 997 13%
Selling, general and administrative 43( 40€ 6 % 83C 81t 2%
Depreciation and amortization 82 75 9% 163 15¢ 3%
Restructuring and other charges 24 5 NM 33 8 NM
Gain on disposition 3 (32) (90)% (©)] (32) (90)%
Total costs and expenses 1,097 97C 13% 2,152 1,94 11%
Operating income 557 64C (13% 1,03¢ 1,074 %
Interest expense (77) (83 (7)% (16€) (164 1%
Income from equity investees, net 7 8 (13% 8 21 (62)%
Other (expense) income, net (59 27 NM (798) 10 NM
Income from continuing operations before incomes$ax 42¢ 592 (28)% 80: 941 (15)%
Provision for income taxes (139 (209) (33)% (264 (32¢) (19%
Net income 28¢ 384 (25)% 53¢ 61° (12)%
Net income attributable to noncontrolling interests — 2 (100% — 2 (100%
Net income attributable to redeemable noncontmllin

interests 3 (3) — % 3 4 (25)%

Net income available to Discovery Communications, | $ 28 $ 3¢ (5% $ 53€ $  60¢ (12)%

NM - Not meaningful

Revenue

Distribution revenue includes affiliate fees anditdil distribution revenue and is largely dependemthe rates negotiated in our
distribution agreements, the number of subscritieasreceive our networks or content, and the mat&mand for the content that we provide.
Excluding the impact of foreign currency fluctuaisp Eurosport and the effect of the consolidatibbiscovery Family, distribution revenue
increased 7% for each of the three and six momttieadeJune 30, 2015 . The increases for the thisiamonths ended June 30, 2015 were a
result of increases of 6% and 7% , respectivelpuat).S. Networks segment and 7% and 6% , reygdgtiat our International Networks
segment. For U.S. Networks, excluding the effed¢hefconsolidation of Discovery Family, distributicevenue increased due to annual
contractual rate increases, partially offset bghgldeclines in subscribers. The increases inmternational Networks' distribution revenue,
excluding the impact of foreign currency and Eunyspwere mostly due to increases in subscribedsadfiliate rates in Latin America in
equivalent amounts and, to a lesser extent, inesdgassubscribers in CEEMEA.

Advertising revenue is dependent upon a numbeaabfs, including the stage of development of islem markets, the number of
subscribers to our channels, viewership demograptiie popularity of our content, our ability tdl s@mmercial time over a group of channels,
market demand, the mix of sales of commercial tiiwveen the upfront and scatter markets, and edormnditions. These factors impact the
pricing and volume of our advertising inventory.ckxding the impact of foreign currency fluctuatipisirosport , and the effect of the
consolidation of Discovery Family, advertising raue increased 2% for the three months ended Jyr2038 and increased 3% for the six
months ended June 30, 2015 . The increases wegaikh of increases at our International Networkgrent of 7% and 9% for the three and six
months ended June 30, 2015 , respectively. Thedserfor the three months ended June 30, 2015 wstlyrdriven by volume, pricing and
ratings in Latin America and, to a lesser exteritipg in Southern Europe. The increase for thexsinths ended June 30, 2015 was primarily
driven by pricing and
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volume in Northern Europe, volume, pricing andmrgsi in Latin America and volume and pricing in $®ub Europe, in equivalent amounts.
Excluding the effect of Discovery Family, U.S. Neiks' advertising revenue decreased 1% for eatfiedhree and six months ended June 30,
2015 as lower audience delivery was partially d@ffgeincreases in pricing.

Excluding the impacts of foreign currency fluctoas and Eurospoand the effect of the consolidation of Discoveryniig, other revenu
decreased 13% for the three months ended Jun®3B3D,ahd increased 2% for the six months ended IoN2015 . The decrease for the three
months ended June 30, 2015 was the result of @aseit our U.S. Networks segment due primarilgpwer representation fees, which have
been eliminated now that Discovery Family Chanreal been consolidated, and a decrease at our ltiteraleNetworks segment due to lower
program sales. For the six months ended June 38, 2Dese decreases were offset by increases Bdoeation and Other segments primarily
due to a business combination that took place duhia three months ended March 31, 2014.

Costs of Revenues

Excluding the impact of foreign currency fluctuatsy Eurosport and the effect of the consolidatioDiscovery Family, costs of revenues
increased 6% for the three months ended June 36, &@d increased 8% for the six months ended Jon2035 . The increases for the three and
six months ended June 30, 2015 were the resulicofases of 7% and 8% , respectively, at our latemnal Networks segment and 2% and 3% ,
respectively, at our U.S. Networks segment. Thesgges in costs of revenues were primarily duedieeases in content amortization, which is
consistent with our commitment to increased spanftincontent on our networks. Content amortizatetes on our networks have generally
remained consistent. Excluding the impact of faraigrrency fluctuations, Eurosport and the effédhe consolidation of Discovery Family,
content amortization was $344 million and $313 inmlifor the three months ended June 30, 2015 ahd 2fespectively, and $694 million and
$636 million for the six months ended June 30, 2818 2014 , respectively.

Selling, General and Administrative

Selling, general and administrative expenses copsixipally of employee costs, marketing costsearch costs, occupancy and back
office support fees. Excluding the impact of foreaurrency fluctuations, Eurosport and the effé¢he consolidation of Discovery Family,
selling, general and administrative expenses ise&% for the three months ended June 30, 201Beamined consistent for the six months
ended June 30, 2015 . The 5% increase for the thoe¢hs ended June 30, 2015 was comprised of sesaaf 4% attributable to mark-toarke!
equity-based compensation expense, 2% related timtsunational Networks segment, and 2% relateslioEducation and Other segments,
partially offset by a decrease of 3% related toldi8. Networks segment. Selling general and adinatige expense remained consistent for the
six months ended June 30, 2015 due primarily therease of 3% related to our International Netwarkgment, offset by a decrease of 3%
related to our U.S. Networks segment.

Depreciation and Amortizatio

Depreciation and amortization expense includeseégion of fixed assets and amortization of filited intangible assets. Depreciation
and amortization expense increased for the thrdesikrmonths ended June 30, 2015 primarily duertorization of intangible assets related to
business acquisitions during 2015 and 2014. (Se¢e Ao the accompanying consolidated financidestants.)

Restructuring and Other Charg

Restructuring and other charges increased $1%midind $25 million for the three and six monthsezhdune 30, 2015 , respectively. The
increases were primarily related to content impairta resulting from the cancellation of certainhhigofile series due to legal circumstances
pertaining to the associated talent.

Interest Expens

Interest expense decreased $6 million for the threeths ended June 30, 2015 and remained condigtehe six months ended June 30,
2015 . The decrease for the three months ended3yr2®15 was due to the reduction in weightedageeinterest rate on outstanding debt. For
the six months ended June 30, 2015 , this decreas®ffset by the loss on extinguishment of del&%million during the three months ended
March 31, 2015. (See Note 6 to the accompanyingalmtated financial statements.)

Income from Equity Investees, I

Income from our equity method investees decreatediffion and $13 million for the three and six ntloe&ended June 30, 2015,
respectively, as losses at All3Media were partiaffget by improved operating results at OWN. LasaeAll3Media were primarily related to
the amortization of intangible assets for the sigfin the fair value of assets acquired from thegtiment
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following its acquisition on September 23, 2014utially offset by gains on derivative instrumergsognized during the three months ended
June 30, 2015.

Other (Expense) Income, Net
The table below presents the details of other (es@eincome, net (in millions).

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
Foreign currency losses, net $ (55 $ Q) $ 67 $ 12
Loss on derivative instruments — — (11 —
Remeasurement gain on previously held equity istere — 29 2 29
Other expense, net 4 Q) 2 )
Total other (expense) income, net $ (59 $ 27 % (78) % 10

Other (expense) income, net increased $86 milli@h&88 million for the three and six months endatkJ30, 2015 , respectively. The
increase in expense for the three months ended3yri#d15 was mostly driven by foreign currencyséss net in addition to a $29 million
remeasurement gain related to the acquisitionamindrolling interest in Eurosport on May 30, 20d4 dhich there was no similar gain in the
current period. Foreign currency losses, net masthted to revaluation of our 2015 Euro Notes,olvléxpose Discovery to fluctuations in
foreign exchange rates in that currency, and thaluation of monetary assets in Venezuela. Thesas® in expense for the six months ended
June 30, 2015 was further attributable to the ssifigation of losses on the ineffective portioroaf interest rate cash flow hedges from
accumulated other comprehensive loss into earrfgggsNote 7 to the accompanying consolidated finhstatements), partially offset by the
change in fair value on the TF1 put right during #ix months ended June 30, 20&#ected as a component of other expense, net. NBte 2 t
the accompanying consolidated financial statements.

Provision for Income Taxe
The following table reconciles the Company's effecincome tax rate to the U.S. federal statutoopime tax rate of 35% .

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014
U.S. federal statutory income tax rate 35% 35% 3E% 35%
State and local income taxes, net of federal tavefiie 2% 3% 2% 3%
Effect of foreign operations — % 2% — % 1%
Domestic production activity deductions (4% ()% (4% ()%
Change in uncertain tax positions (D)% 2% — % 2%
Other, net — % — % —% 1%
Effective income tax rate 32% 35% 32% 35%

Our provisions for income taxes on income from Barnihg operations were $139 million and $264 milliand the effective tax rates w
32% and 33% for the three and six months ended 3on2015 , respectively. Our provisions for inca@rees on income from continuing
operations were $208 million and $326 million fbe three and six months ended June 30, 2014 ,atésye, and the effective tax rates were
35% for each period. The net decrease in the @ftetzx rate for the three and six months ende@ B0n 2015was attributable to several factc
including the allocation and taxation of income agonultiple foreign and domestic jurisdictions, dadorable audit resolutions which resulted
in increased tax benefits from domestic productiotivity deductions. These decreases were partfibet by reductions in our unrecognized
tax benefits reserve in 2014 for which there wasargimilar benefit in the current period.
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Segment Results of Operations

We evaluate the operating performance of our opgraegments based on financial measures suclersues and Adjusted OIBDA.
Adjusted OIBDA is defined as operating income ediig: (i) mark-to-market equity-based compensatfingdepreciation and amortization,
(iii) amortization of deferred launch incentivels) festructuring and other charges, (v) certaipaimment charges, (vi) gains and losses on
business and asset dispositions, and (vii) ceiméén-segment eliminations related to productiamits. We use this measure to assess the
operating results and performance of our segmpatérm analytical comparisons, identify strateg@snprove performance, and allocate
resources to each segment. We believe Adjusted @lBDelevant to investors because it allows therartalyze the operating performance of
each segment using the same metric managementisescclude mark-to-market equity-based compensatastructuring and other charges,
certain impairment charges, and gains and lossésisiness and asset dispositions from the caloulati Adjusted OIBDA due to their
volatility. We also exclude the depreciation ofeiikassets and amortization of intangible assetslefedred launch incentives as these amounts
do not represent cash payments in the currenttieggreriod. Additionally, certain corporate expessnd inter-segment eliminations related to
production studios are excluded from segment resolenable executive management to evaluate segregarmance based upon the decisions
of segment executives. Adjusted OIBDA should besatered in addition to, but not a substitute f@emting income, net income and other
measures of financial performance reported in alzmare with GAAP.

Additional financial information for our reportabdegments is set forth in Note 16 to the accompangdnsolidated financial statements.

The table below presents the calculation of todjuated OIBDA (in millions).

Three Months Ended Six Months Ended June
June 30, 30,
2015 2014 % Change 2015 2014 % Change
Revenue:
U.S. Networks $ 814 $ T77€ 5% $ 1565 $ 1,48: 5%
International Networks 801 793 1% 1,53¢ 1,46( 5%
Education and Other 4C 42 (5)% 94 82 15%
Corporate and inter-segment eliminations 1) @ — % 2 3 (33)%
Total revenue 1,65¢ 1,61C 3% 3,191 3,021 6 %
Costs of revenues, excluding depreciation and aradidgn (564) (515) 1C % (1,129 (997 13%
Selling, general and administratie (419 (403) 3% (822) (80¢) 2%
Add: Amortization of deferred launch incentivés 4 2 10C % 8 4 10C %
Adjusted OIBDA $ 680 $ 694 2w $ 124t § 1,21¢ 204

@selling, general and administrative expenses excinark-to-market equity-based compensation.
® Amortization of deferred launch incentives is irigd as a reduction of distribution revenue for répg in accordance with GAAP, but is excluded from
Adjusted OIBDA.
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The table below presents our Adjusted OIBDA by segtywith a reconciliation of total Adjusted OIBD#A consolidated operating inco

(in millions).
Three Months Ended Six Months Ended June
June 30, 30,
2015 2014 % Change 2015 2014 % Change
Adjusted OIBDA:
U.S. Networks 49€¢ $ 46z 7% $ 921 $  84¢ 8 %
International Networks 26€ 29¢ (12)% 481 51¢ (7)%
Education and Other 2 9 NM 3 12 (79)%
Corporate and inter-segment eliminations (80) (75) 7% (157) (260) (2%
Total Adjusted OIBDA 68(C 694 (2)% 1,24¢ 1,21¢ 2%
Amortization of deferred launch incentives (4) 2 10C % 8 (4) 10C %
Mark-to-market equity-based compensation (16) (3) NM (8) (6) 33%
Depreciation and amortization (82 (75) 9% (169 (15¢) 3%
Restructuring and other charges (24) (5) NM (33 (8) NM
Gain on disposition 3 31 (90)% 3 31 (90%
Operating income 557 $ 64C (19% $ 1,03¢ $ 1,074 (3)%

U.S. Networks

The table below presents, for our U.S. Networkgatig segment, revenues by type, certain operatipgnses, certain contra revenue

amounts, Adjusted OIBDA and a reconciliation of égted OIBDA to operating income (in millions).

Three Months Ended

Six Months Ended June

June 30, 30,
2015 2014 % Change 2015 2014 % Change

Revenues:

Distribution 357 $  31¢ 12% $ 71¢ $ 63¢ 13%

Advertising 447 44€ — % 822 81¢ — %

Other 1C 11 (9)% 22 25 (12%
Total revenues 814 77¢€ 5% 1,56% 1,482 5%
Costs of revenues, excluding depreciation and aradign (210 (200 5% (41%5) (389) 7%
Selling, general and administrative (20¢) (119 (5)% (227) (244) ("%
Adjusted OIBDA 49¢€ 462 7% 921 84¢ 8 %
Depreciation and amortization (8) 3 NM (26) (6) NM
Restructuring and other charges (15) — NM (22 D NM
Gain on disposition — 31 (200% — 31 (200%
Inter-segment eliminations — — NM 2 — NM
Operating income $ 47 $ 49C Qw $ 881 $ 872 1%

Revenue

Distribution revenue for the three and six monthdeal June 30, 2015 increased 12% and 13% , resplgctxcluding the effect of the
consolidation of Discovery Family, distribution enwe increased 6% and 7% for the three and sixhma@mded June 30, 2015 , respectively.
These increases were due to annual contractuahm@tsases, partially offset by slight declinesifscribers.

Advertising revenue for the three and six montrdeenJune 30, 2015 remained consistent. Excludmegftfiect of the consolidation of
Discovery Family, advertising revenue decreaseddr%ach of the three and six months ended Jun2@G as lower audience delivery was
partially offset by increases in pricing.
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Other revenue for three and six months ended JOn2035 decreased 9% and 12% , respectively. Exgjutle effect of the consolidation
of Discovery Family, other revenue decreased 27&2&8%o for the three and six months ended June@(h due primarily to lower
representation fees, which have been eliminatedthatDiscovery Family has been consolidated.

Costs of Revenues

Costs of revenues for the three and six monthscedidiee 30, 2015 increased 5% and 7% , respectizetjuding the effect of the
consolidation of Discovery Family, costs of revenuereased 2% and 3% for the three and six mamttied June 30, 2015 , respectively. The
increases were primarily attributable to increasentent amortization, which is consistent witlr oommitment to increased spending for
content on our networks, partially offset by dese=ain content impairments. Content amortizatitesran our networks have generally
remained consistent. Excluding the effect of thesatidation of Discovery Family, content amortipativas $168 million and $153 million for
the three months ended June 30, 2015 and 201deateely, and $331 million and $308 million foetkix months ended June 30, 2015 and
2014 , respectively.

Selling, General and Administrative

Selling, general and administrative expenses ®tlihee and six months ended June 30, 2015 dedrB&sand 7% , respectively.
Excluding the effect of the consolidation of Diseoy Family, selling, general and administrativeenges decreased 11% for each of the three
and six months ended June 30, 2015 . The decreatefthree months ended June 30, 2045 primarily attributable to decreases in markg
personnel, and facilities costs, in equivalent am®uThe decrease for the six months ended Jur2036,was mostly attributable to a decrease
in marketing costs driven by higher marketing casthe prior year for a tent pole event special,daa a lesser extent, decreased personnel and
facilities costs in equivalent amounts.

Adjusted OIBD#

Adjusted OIBDA for the three and six months endaaeJ30, 2015 increased 7% and 8% , respectiveljluling the effect of the
consolidation of Discovery Family, Adjusted OIBDAcreased 4% and 5% for the three and six monthsdehahe 30, 2015 , respectively. The
increases were primarily driven by increases itriistion revenue and, to a lesser extent, decsdasgelling, general and administrative costs,
partially offset by increases in content amortmatexpense.

International Networks

The following table presents, for our InternatioNa&tworks operating segment, revenues by typegicesperating expenses, contra
revenue amounts, Adjusted OIBDA and a reconciliatibAdjusted OIBDA to operating income (in milligh In addition, see the International
Networks' table in "Results of Operatic- Items Impacting Comparability” for more infornmati on Eurosport .

Three Months Ended Six Months Ended June
June 30, 30,
2015 2014 % Change 2015 2014 % Change
Revenues:
Distribution $ 418 $ 3¢ 12% $ 814 $ 711 14%
Advertising 367 397 (8)% 67¢ 71z (5)%
Other 1€ 23 (30)% 43 36 19%
Total revenues 801 792 1% 1,53¢ 1,46( 5%
Costs of revenues, excluding depreciation and aradign (337) (309 11% (677) (580 16 %
Selling, general and administrative (202) (199 4% (3929 (366) 7%
Add: Amortization of deferred launch incentives 4 2 10C % 8 4 10C %
Adjusted OIBDA 26¢€ 29¢ (12)% 481 51¢ (7N)%
Amortization of deferred launch incentives (4) 2 10C % (8) 4 10C %
Depreciation and amortization (59 (56) 5% (116 (120 )%
Restructuring and other charges 8 2 NM (20 (©)] NM
Gain on disposition 3 — NM 3 — NM
Inter-segment eliminations (1) — NM (2 — NM
Operating income $ 197 $ 23¢ 1n% $ 348§ 391 (11)%

57




Revenue

Excluding the impact of foreign currency fluctuaisoand Eurosport , distribution revenue incread8édof thethree months ended June
2015 and increased 6% for the six months ended3Yn2015 . The increases were mostly due to isesen subscribers and affiliate rates in
Latin America in equivalent amounts and, to a lesgéent, increases in subscribers in CEEMEA. Syrolwth is consistent with the continued
development of the pay-TV markets in those regions.

Excluding the impact of foreign currency fluctuatsoand Eurosport , advertising revenue increasetbr %ethree months ended June
2015 and increased 9% for the six months ended 3wn2015 . The increase for the three months edded 30, 2015 was mostly driven by
volume, pricing and ratings in Latin America araatlesser extent, pricing in Southern Europe.ifbiease for the six months ended June 30,
2015 was primarily driven by pricing and volumeNorthern Europe, volume, pricing and ratings inih@&merica and volume and pricing in
Southern Europe, in equivalent amounts.

Excluding the impact of foreign currency fluctuatsoand Eurosport , other revenue decreased fahithe and six months ended June 30,
2015 mostly due to lower program sales.

Costs of Revenues

Excluding the impact of foreign currency fluctuatsoand Eurosport , costs of revenues increasea#ree months ended June 30, 2015
and 8% for the six months ended June 30, 201 increases were primarily attributable to éases in content amortization, which is consi
with our commitment to increased spending for conés our networks. Excluding the impact of foregnrency fluctuations and Eurosport ,
content amortization was $175 million and $159 inmilifor the three months ended June 30, 2015 ahd 2fespectively, and $359 million and
$325 million for the six months ended June 30, 284& 2014 respectively. Content amortization rates on aiworks have generally remain
consistent.

Selling, General and Administrative

Excluding the impact of foreign currency fluctuatsoand Eurosport , selling, general and adminigg&xpenses increased 6% for each of
the three and six months ended June 30, 2015 inthease for the three months ended June 30, 28%5nestly attributable to increased costs
to support the continued growth of operations acedisregions, and to a lesser extent, increasesbpeel costs. The increase for the six months
ended June 30, 2015 was mostly due to increasedrpeel costs and, to a lesser extent, costs tsiipe continued growth of operations
across all regions.

Adjusted OIBD/

Excluding the impact of foreign currency fluctuaitoand Eurosport , Adjusted OIBDA increased 7%Herthree months ended June 30,
2015 and increased 9% for the six months ended3Yn2015 . The increases were due mostly to isesen advertising and distribution
revenue, partially offset by higher content expesrse, to a lesser extent, higher selling, genaral,administrative costs.
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Education and Other

The following table presents, for our Education &tHer segments revenues, certain operating expefdpisted OIBDA and a
reconciliation of Adjusted OIBDA to operating incertin millions).

Three Months Ended Six Months Ended June
June 30, 30,
2015 2014 % Change 2015 2014 % Change
Revenues $ 4C $ 42 B)% $ 94 $ 82 15%
Costs of revenues, excluding depreciation and aratidn (16) (13 23% (42 (30) 40 %
Selling, general and administrative (26) (20 30 % (49 (40 23%
Adjusted OIBDA 2 9 NM 3 12 (75)%
Depreciation and amortization D (D) — % (©)] 3 — %
Restructuring and other charges — Q) (100% — 2 (100%
Inter-segment eliminations 1 = NM 4 — NM
Operating income $ 2 % 7 NM $ 4 % 7 (43)%

Adjusted OIBDA for the three and six months endaaeJ30, 2015 decreased $11 million and $9 millim@spectively. The decreases were
mostly due to higher utilization of our growinghouse production companies and, to a lesser edgditjonal investments in Education’s dig
textbooks. For the six months ended June 30, 2€ibincreased costs were partially offset by iaseel revenues primarily due to a business
combination that took place during the three moetided March 31, 2014.

Corporate and Inter-segment Eliminations

The following table presents our unallocated capmamounts including certain operating expensdgistéed OIBDA and a reconciliation
of Adjusted OIBDA to operating loss (in millions).

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

2015 2014 % Change 2015 2014 % Change
Revenues $ 1@ $ @) —% $ 2 $ (3 (33)%
Costs of revenues, excluding depreciation and aradign D 1 NM Q) 2 NM
Selling, general and administrative (78) (75) 4% (159 (159) 3%
Adjusted OIBDA (80) (75) 7% (157) (260) (2%
Mark-to-market equity-based compensation (16) 3 NM 8 (6) 33%
Depreciation and amortization (14) (15) (N% (28 (29) (3%
Restructuring and other charges (2) 2 (50)% 2) (2 (50)%
Operating loss $ (111 $ (95 17% $ (199 $ (199 (2%

Corporate operations primarily consist of executhenagement, administrative support services abstautially all of our equity-based
compensation.

Adjusted OIBDA decreased $ 5 million for the threenths ended June 30, 2015 and increased $3 nfiliiche six months ended June
30, 2015 . The decrease for the three months ehdesl30, 2015 was due primarily to higher persocosts, partially offset by a decrease in
equity-based compensation expense for equity-dedtdards such as stock options and RSUs that eefigad accounting. The increase for the
six months ended June 30, 2015 was due primardydecrease in equity-based compensation expensguity-settled awards.

The increase in mark-to-market equity-based congigmsexpense for the three months ended Juned38,\®as primarily attributable to
an increase in Discovery's stock prices compardidetthree months ended June 30, 2014 . Mark-t&ehaguity-based compensation expense
for the six months ended June 30, 2015 was consisith the prior year.
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FINANCIAL CONDITION
Liquidity
Sources of Cash

Historically, we have generated a significant amafrcash from operations. During the six monthdezhJune 30, 2015 , we have funded

our working capital needs primarily through casiwié from operations and, to a lesser extent, thralig issuance of senior notes, the issuance
of commercial paper and borrowings under our rangleredit facility. As of June 30, 2015 , we h&88 million of cash and cash equivalents
on hand.

Sources of Longerm Financing

As a public company, we may have access to otheces of capital such as the public bond and equitskets. On March 19, 2015, DCL,
our wholly-owned subsidiary, issued €600 milliompipal amount ( $637 million , at issuance, basedhe exchange rate of $1.06 per euro
at March 19, 2015 ) of 1.90% Senior Notes due Ma&h2027 . Additionally, on March 2, 2015 , DCkugd $ 300 million principal

amount of 3.45% Senior Notes due March 15, 202bofADCL's outstanding senior notes are fully amgtonditionally guaranteed on an
unsecured and unsubordinated basis by Discovergamtdin certain nonfinancial covenants, eventdefdult and other customary
provisions.

We maintain an effective Registration StatemenfForm S-3 that allows us to conduct registered offes of securities, including debt
securities, common stock and preferred stock. Actesufficient capital from the public market it mssured.

Commercial Paper Progral

Under the commercial paper program and subjectatdent conditions, DCL may issue unsecured commlguajger notes from time to time
up to an aggregate principal amount outstandirmgtgiven time of $1.0 billion . The maturitiestbése notes will vary but may not exceed
397 days. The notes may be issued at a discowattpar, and interest rates will vary based on mareditions and the credit ratings
assigned to the notes at the time of issuancef Agree 30, 2015 , we had $ 323 million of commengéger borrowings outstanding with a
weighted average interest rate of approximatelyahd maturities of less than 90 days .

Revolving Credit Facilit

We have access to a $1.5 billion revolving creatiility. Borrowing capacity under this agreemenieduced by the outstanding borrowings
under the commercial paper program. As of Jun@@05 , the Company had no outstanding borrowingeutine revolving credit facility.
Borrowings under the revolving credit facility beaterest at rates that vary based on Dxaiebt ratings from time to time. DCL also has
ability to request an increase of the revolvingldréacility up to an aggregate additional $1.0ibi , upon the satisfaction of certain
conditions. The revolving credit facility agreemenbvides for a maturity date of June 20, 2019 oAligations of DCL and the other
borrowers under the revolving credit facility amsacured and are fully and unconditionally guarshtey Discovery. Borrowings may be
used for general corporate purposes.

The credit agreement governing the revolving criadiility (the “Credit Agreement”) contains customaepresentations, warranties and
events of default, as well as affirmative and negatovenants, including limitations on liens, istreents, indebtedness, dispositions,
affiliate transactions, dividends and restrictegdrpants. DCL, its subsidiaries and Discovery are alfhject to a limitation on mergers,
liquidation and disposals of all or substantiallyoh their assets. The Credit Agreement also neruDCL to maintain a consolidated interest
coverage ratio (as defined in the Credit Agreemefio less than 3:00 to 1:00 and a consolidategrége ratio (as defined in the Credit
Agreement) of no more than 4:50 to 1:00. As of J8®e2015 , Discovery, DCL and the other borroweese in compliance with all
covenants and there were no events of default ithdeCredit Agreement.

Uses of Cash

Our primary uses of cash include the creation aadiaition of new content, business acquisitioapurchases of our capital stock, incc

taxes, personnel costs, principal and interesturrootstanding senior notes, and funding for vagiequity method and other investments.

Content Acquisitiol

We plan to continue to invest significantly in ttreation and acquisition of new content. Duringghxemonths ended June 30, 2015, we
committed to acquire exclusive broadcast rightesgall media platforms throughout Europe for the Olympic Games between 2018 i
2024 for €1.3 billion ( $1.4 billion as of June 3M15 ). The broadcast rights exclude the U.K.Rnahce for the Olympic Games in 2018
and 2020, and exclude Russia. Additional inforrmatiegarding contractual commitments to acquireexttris set forth in “Commitments
and Off-Balance Sheet Arrangements” in Item 7, “Bigement’s Discussion and Analysis of Financial @mdand Results of Operations”
in our 2014 Form 10-K.

60




Business Combinatiot

In 2015, our uses of cash have included busimmsbinations (see Note 2 to the accompanying catest@ld financial statements). We also
have redeemable equity balances of $754 milliohiclvmay require the use of cash in the event hsldenoncontrolling interests put their
interests to the Company. On July 22, 2015 , TKibanced its intent to exercise its right to putehérety of its remaining 49%
noncontrolling interest in Eurosport to the Companthe fourth quarter for €491 million ( $547 noh as of June 30, 2015 ), which
includes €25 million ( $28 million as of June 30,18 ) of working capital adjustments. (See Note the accompanying consolidated
financial statements.)

Equity Method Investmer

We have interests in various equity method investewl provide funding to those equity method iresfrom time to time. As of June 30,
2015, we have outstanding advances to and a ecéévable from OWN, our equity method investee civhiotals $408 million including
interest. We may provide additional funding to equity method investees, if necessary, and expeaeicoup amounts funded. (See Note 3
to the accompanying consolidated financial statesien

Common Stock Repurchase Progt

As of June 30, 2015, we had remaining authorinatidb416 million for future repurchases of our eoaom stock under our common stock
repurchase program, which will expire on Februar®.6 . We have been funding our stock repurchiiseagh a combination of cash on
hand, cash generated by operations and the issoédebt. In the future we may also choose to fomdstock repurchase program through
borrowings under our revolving credit facility afidure financing transactions. Under the stock reppase program, management is
authorized to purchase shares of the Company's oconstock from time to time through open market pases or privately negotiated
transactions at prevailing market prices or purst@one or more accelerated stock repurchaseher derivative arrangements as permitted
by securities laws and other legal requirementssaihject to stock price, business and market cemgiand other factors. As of June 30,
2015 , we had repurchased 2.8 million and 101.8amishares of our Series A and Series C commarksieer the life of the program for
the aggregate purchase price of $171 million anél Bdlion , respectively. (See Note 9 to the acpanying consolidated financial
statements.)

Preferred Stock Conversion and Repurct

We have an agreement with Advance/Newhouse tochpse, on a quarterly basis, a number of shar@erads C convertible preferred
stock convertible into 3/7 of the number of shareSeries C common stock purchased under the Coytgpstiock repurchase program
during the then most recently completed fiscal tprairhe price paid per share is calculated as 8B#te average price paid for the Serie
common shares repurchased by the Company durirepgiieable fiscal quarter multiplied by the Sel@sonversion rate. The
Advance/Newhouse repurchases are made outside Gfdmpany’s publicly announced stock repurchasgram. During the six months
ended June 30, 2015 , we converted and retirechilitn shares of our Series C convertible prefeérseock under the preferred stock
conversion and repurchase arrangement for an agigrpgrchase price of $201 million . Based on tralver of shares of Series C common
stock purchased during the three months ended3yr015, the Company expects Advance/Newhouse to effdgtoanvert and sell to tt
Company 0.8 million shares of its Series C conblertpreferred stock for an aggregate purchase pfi§62 million on or about August 7,
2015 . (See Note 9 to the accompanying consolidatadcial statements.)

Income Taxes and Intere

We expect to continue to make payments for incared and interest on our outstanding senior nbiagng thesix months ended June
2015 , we made cash payments of $407 million areb $dillion for income taxes and interest on ourstartding debt, respectively.

Equity-Based Compensatic

We expect to continue to make payments for vesist-settled equity awards. Actual amounts expeasdgayable for cassettled award
are dependent on future fair value calculationschviaire primarily affected by changes in our statgkepor changes in the number of awards
outstanding. During the six months ended June @05 2 we paid $25 million for cash-settled equityaeds. As of June 30, 2015, liabilities
totaled $63 million for outstanding cash-settled ather liability-classified equity-based compeiwatawards, of which $13 million was
classified as current. (See Note 10 to the accowipamronsolidated financial statements.)
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*  Debt Maturities

On March 31, 2015, we redeemed our $ 850 milligi®% Senior Notes that had an original maturitywsfeJ1, 2015 . The repayments
included a payment of $ 1 million for the originsgdue discount on the Company’s senior note andteesin a pretax loss on
extinguishment of debt of $ 5 million for make-wgremiums.

Cash Flows
The following table presents changes in cash ask equivalents (in millions).

Six Months Ended June 30,

2015 2014
Cash and cash equivalents, beginning of period $ 367 $ 40¢
Cash provided by operating activities 394 473
Cash used in investing activities (26) (303)
Cash used in financing activities (487) (201
Effect of exchange rate changes on cash and casraénts (16) 5)
Net change in cash and cash equivalents (135 (36)
Cash and cash equivalents, end of period $ 23z % 372

Operating Activities

Cash provided by operating activities decreasednifidn for the six months ended June 30, 2015 pared to the six months ended June
30, 2014 . Increases in cash paid for taxes of $di8®n , increased content investment of $68 imill, and changes in working capital, such as
increases in accounts receivable and decreasesonras payable due to the timing of payments \pargally offset by a decrease in cash
payments for equity-based compensation of $56anilli

I nvesting Activities

Cash flows used in investing activities decreaszt¥$nillion for the six months ended June 30, 26dfpared to the six months ended
June 30, 2014 . The decrease was primarily atafidetto a decrease in cash paid for business cautidnis, net of cash acquired of $299 million
partially offset by an increase in investmentsdnity and cost method investees of $34 million .

Financing Activities

Cash flows used in financing activities increas28@million for the six months ended June 30, 26dpared to the six months ended
June 30, 2014 . The increase was primarily duediecaease in borrowings on an aggregated, net fbasissenior notes, commercial paper and
the revolving credit of $434 million , an incredsecash distributions to redeemable noncontroliimgrests of $34 million payments on hedgil
instruments for derivatives in connection with #ifective portion of our interest rate contract$a® million (see Note 7 to the accompany
consolidated financial statements), and a decilieasssh proceeds from equity-based plans of $2Homil These increases were partially offset
by a decrease in the repurchases of stock of $246rm
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Capital Resources
As of June 30, 2015, capital resources were camprof the following (in millions).

June 30, 2015
Outstanding

Total Letters of Outstanding Unused

Capacity Credit Indebtedness Capacity
Cash and cash equivalents $ 232 % — 3 — $ 232
Revolving credit facility and commercial paper praig © 1,50( 1 32z 1,17¢
Senior note® 6,80z — 6,80z —
Total $ 8,53t $ 1 % 7,12¢ $ 1,40¢

@Qutstanding commercial paper borrowings of $323ienilas of June 30, 2015 are supported by unuseunitted capacity under the revolving credit fayilit
and reduce unused capacity. There were no outsigubdirrowings under the revolving credit facility af June 30, 2015 .

®|nterest on senior notes is paid annually or semisally. Our senior notes outstanding as of Jup@@05 had interest rates that ranged from 1.906636%
and will mature between 2019 and 2043.

We expect that our cash balance, cash generatadojperations and availability under our revolvimgdit agreement will be sufficient to
fund our cash needs for the next twelve months.l@uowing costs and access to capital marketdeaffected by short and long-term debt
ratings assigned by independent rating agencieshware based, in part, on our performance as nezhbyrcredit metrics such as interest
coverage and leverage ratios. As of June 30, 205 debt rating as measured by Moody's and Stdr&l&oor's were Baa2 and BBB,
respectively, with a stable outlook. A downgradeuim debt rating could increase our cost of borngnor make it more difficult for us to obtain
future financing.

As of June 30, 2015, we held $108 million of 028% million of cash and cash equivalents in oueifgm subsidiaries. We intend to
permanently reinvest these funds outside of the OUs current plans do not demonstrate a needpttniate them to the U.S. However, if these
funds are needed in the U.S., we would be requiredcrue and pay U.S. taxes to repatriate them dekermination of the amount of
unrecognized U.S. deferred income tax liabilityhwigéspect to these undistributed foreign earnisget practicable.

COMMITMENTS AND OFF-BALANCE SHEET ARRANGEMENTS

In the normal course of business, we enter intonsitments for the purchase of goods or servicesrdwtire us to make payments or
provide funding in the event certain circumstarmasur. During the six months ended June 30, 20 acquired exclusive broadcast rights
across all media platforms throughout Europe ferftur Olympic Games between 2018 and 2024 for illidn ( $1.4 billion as of June 30,
2015). The broadcast rights exclude the U.K. amah¢e for the Olympic Games in 2018 and 2020, actlide Russia. (See Note 15 to the
accompanying consolidated financial statements.)

RELATED PARTY TRANSACTIONS

In the ordinary course of business, we enter ir@ogactions with related parties, primarily Libe@&obal plc, Liberty Broadband
Corporation, our equity method investees and mipgartners of our consolidated subsidiaries. ($ete 14 to the accompanying consolidated
financial statements.)

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our critical accounting policies and estimates hasechanged since December 31, 2014 . For a digeusf each of our critical
accounting policies listed below, including infortioa and analysis of estimates and assumptiondviedadn their application, and other
significant accounting policies, see Note 2 todbasolidated financial statements included in I&rFinancial Statements and Supplementary
Data” in the 2014 Form 10-K:

. Revenue recognition;

. Goodwill and intangible assets;

. Income taxes;

. Content rights;

. Equity-based compensation; and
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. Equity method investments.

NEW ACCOUNTING AND REPORTING PRONOUNCEMENTS

We adopted accounting and reporting standards gitiim six months ended June 30, 2015 (see Not¢hk taccompanying consolidated
financial statements).

ITEM 3. Quantitative and Qualitative Disclosures Alout Market Risk

Quantitative and qualitative disclosures aboutentisting market risk are set forth in Item 7A, “Q@titative and Qualitative Disclosures
About Market Risk,” in the 2014 Form 10-K. Our expes to market risk have not changed materiallgesDecember 31, 2014 , except as
described below.

During the six months ended June 30, 2015 , thave heen changes in Venezuela's currency exchaaggamisms. In February 2015, the
Venezuelan government announced that the SICADatket would no longer be available and a new oparket foreign exchange system was
created, referred to as "SIMADL." The new exchaogetrols merged SICAD Il into SICAD |, now referremlas “SICAD.”Companies operatit
in Venezuela, including our customers, are requiosabtain Venezuelan government approval to exgbafenezuelan bolivars into U.S.
dollars. Our customers continue to have difficulties obtagnéuch approval and our ability to repatriate agesfierated in Venezuela at SICAL
uncertain. Beginning April 1, 201%e applied a devalued exchange ratech we determined, based upon our specific fagtscircumstances,
was the most probable settlement rate for our a@titns. We recorded a foreign currency remeasurelngs of $ 14 million on cash and cash
equivalents and accounts receivable held in Vedezumlivars due to changes in foreign exchange A&t of June 30, 2015 and December 31,
2014 , we held approximately $ 22 million and $30iom , respectively, in Venezuelan bolivar denoiatied assets which may be exposed to
further devaluation if the exchange mechanismsat@vailable to us or if the SICAD exchange rétether deteriorate.

ITEM 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Clirécutive Officer and Chief Financial Officer, reasmluated the effectiveness of our
disclosure controls and procedures as of June(@® 2The term “disclosure controls and procedusdefined in Rules 13a-15(e) and 15d-15
(e) of the Securities Exchange Act of 1934, as aledrfthe “Exchange Act”), means controls and opinecedures of a company that are
designed to ensure that information required tdibelosed by a company in the reports that it filesubmits under the Exchange Act is
recorded, processed, summarized and reported withitime periods specified in the SEC'’s rules fanohs. Disclosure controls and procedures
include, without limitation, controls and procedsidesigned to ensure that information requirecetdibclosed by a company in the reports that
it files or submits under the Exchange Act is acelated and communicated to the company’s manageinehtding its principal executive and
principal financial officers, or persons performisigiilar functions, as appropriate to allow timdicisions regarding required disclosure.
Management recognizes that any controls and proesdno matter how well designed and operatedpraride only reasonable assurance of
achieving their objectives and management necéssglies its judgment in evaluating the cost-tfigmelationship of possible controls and
procedures. Based on the evaluation of our discdosontrols and procedures as of June 30, 2016Clief Executive Officer and Chief
Financial Officer concluded that, as of such dats,disclosure controls and procedures were effecti the reasonable assurance level.

Changes in Internal Control Over Financial Reporting

During the three months ended June 30, 2QhBre were no changes in our internal controf éimancial reporting, as defined in Exchal
Act Rule 13a-15(f), that have materially affectedare reasonably likely to materially affect, saternal control over financial reporting.

PART Il. OTHER INFORMATION

ITEM 1. Legal Proceedings

In the normal course of business, we experiencinmulaims and legal proceedings. It is the opirdbour management, based on
information available at this time, that none & turrent claims and proceedings will have a maltadverse effect on our consolidated finar
position, results of operations or cash flows. Sete 15 to the accompanying consolidated finarstatements.
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ITEM 1A. Risk Factors

Our risk factors have not changed materially sibeeember 31, 2014 . Disclosure about our exisisigfactors is set forth in Item 1A,
“Risk Factors,” in the 2014 Form 10-K.

The foreign jurisdictions in which our networks aféered have, in varying degrees, laws and reguiatgoverning our businesses. We
own and operate pay-TV networks in Russia, whighesent less than 2% of our consolidated totalmess. Effective January 1, 2015, Russia
approved a law prohibiting advertising on pay-T\fwarks unless the channels hold a terrestrial lrasithg license or if foreign programming
does not exceed 25% of total content aired. Rads@mapproved a law requiring foreign owners ofdRarstelevision channels to reduce their
ownership to 20% and requires us to divest a podfamur interest in our Russian subsidiaries muday 1, 2016. During the six months ended
June 30, 2015, we did not earn advertising revém&issia. The law requiring reduction in ownepskialso likely to adversely affect our
results of operations.

ITEM 2. Unregistered Sales of Equity Securities andUse of Proceeds

The following table presents information about mpurchases of common stock that were made thropgh market transactions during
the three months ended June 30, 2015 .

Total Number

of Shares Approximate
Purchased as Dollar Value of
A\éerir?ege Part of Publicly Shares that May
Total Number Paid per Announced Yet Be Purchased
of Series C Shares Share: Series C Plans or Under the Plans or
Period Purchased ‘@ Programs ®© Programs @®

April 2015 3,908,03 $% 31.3¢ 3,908,03 % 415,621,92
May 2015 — % — — % 415,621,92
June 2015 — = — % 415,621,92
Total 3,908,03 ¢ 31.3¢ 3,908,03 ¢ 415,621,92

@The amounts do not give effect to any fees, conmonissor other costs associated with repurchassbares.

® As of June 30, 2015 , the total amount authorizetku the stock repurchase program was $5.5 billand we had remaining authorization of $416 millior
future repurchases under our common stock repuegragram, which will expire on February 3, 201énder the stock repurchase program, management is
authorized to purchase shares of the Company's constock from time to time through open market pases or privately negotiated transactions at
prevailing prices or pursuant to one or more acaédel stock repurchase agreements or other dexvatiangements as permitted by securities lawotret
legal requirements, and subject to stock priceiness and market conditions and other factors. ¥ tbeen funding and expect to continue to funcksto
repurchases through a combination of cash on hatid@sh generated by operations. In the futurenesalso choose to fund our stock repurchase pmogra
under our revolving credit facility or future fineing transactions. There were no repurchases ofeties A and B common stock during the three n®nth
ended June 30, 2015 . The Company first announsedtioick repurchase program on August 3, 2010.

©Wwe entered into an agreement with Advance/Newhausepurchase, on a quarterly basis, a numberasestof Series C convertible preferred stock
convertible into a number of shares of Series Cmomstock equal to 3/7 of all shares of Series@ron stock purchased under the our stock repurchase
program during the then most recently completezhfiguarter. During the three months ended Jun@Q@IE% , we converted and retired 1.4 million shafes
converted Series C convertible preferred stock utidepreferred stock conversion and repurchasegement for an aggregate purchase price of $8bmil
Based on the number of shares of Series C commok ptirchased during the three months ended Jur2028 , we expect to convert and retire 0.8 nrillio
shares of our Series C convertible preferred stockn aggregate purchase price of $52 million pateut August 7, 2015 .
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ITEM 6. Exhibits.

Exhibit No. Description

10.1 2005 Non-Employee Director Incentive Plan, as aredr{thcorporated by reference to Exhibit 10.1 ®form 8-K
filed on May 22, 2015)*

31.1 Certification of Chief Executive Officer PursuantRule 13a-14(a) and Rule 15d-14(a) of the Seesrixchange Act of
1934, as Amended, as Adopted Pursuant to Sect@ofihe Sarbanes-Oxley Act of 2002 (filed hereyvith

31.2 Certification of Chief Financial Officer PursuantRule 13a-14(a) and Rule 15d-14(a) of the Seegrlixchange Act of
1934, as Amended, as Adopted Pursuant to Sect@ofihe Sarbanes-Oxley Act of 2002 (filed hereyvith

32.1 Certification of Chief Executive Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuant¢bd®e906 of the
Sarbanes-Oxley Act of 2002 (furnished herewith)

32.2 Certification of Chief Financial Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuant¢td®e906 of the
Sarbanes-Oxley Act of 2002 (furnished herewith)

101.INS XBRL Instance Document (filed herewitih)

101.SCH XBRL Taxonomy Extension Schema Document (filed tete T

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuin@iled herewith)t

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhéiiled herewith)t

101.LAB XBRL Taxonomy Extension Label Linkbase Documerie@fiherewith)t

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doeninfiled herewith)t

* Indicates management contract or compensatory, plantract or arrangement.

T Attached as Exhibit 101 to this Quarterly Reporfanm 10-Q are the following formatted in XBRL (Ersible Business Reporting

Language): (i) Consolidated Balance Sheets asraf 30, 2015 and December 31, 2014 , (ii) Consd@itl&tatements of Operations for the three
and six months ended June 30, 2015 and 2014 Ciisolidated Statements of Comprehensive Incomiiaéathree and six months ended June
30, 2015 and 2014, (iv) Consolidated Statemen@ash Flows for the six months ended June 30, 2652014 , (v) Consolidated Statements

of Equity for the three and six months ended JUhe815 and 2014 , and (vi) Notes to Consolidaiedri€ial Statements.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causedeport to be signed on its behalf by
the undersigned thereunto duly authorized.

DISCOVERY COMMUNICATIONS, INC.
(Registrant)

Date: August 5, 2015 By: /s/ David M. Zaslav
David M. Zaslav
President and Chief Executive Officer

Date: August 5, 2015 By: s/ Andrew Warren
Andrew Warren

Senior Executive Vice President and
Chief Financial Officer
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EXHIBIT INDEX

Exhibit No. Description

10.1 2005 Non-Employee Director Incentive Plan, as aradr{thcorporated by reference to Exhibit 10.1 ®Borm 8-K
filed on May 22, 2015)*

31.1 Certification of Chief Executive Officer PursuantRule 13a-14(a) and Rule 18d{a) of the Securities Exchange /
of 1934, as Amended, as Adopted Pursuant to Segfidrof the Sarbanes-Oxley Act of 2002 (filed hetew

31.2 Certification of Chief Financial Officer PursuantRule 13a-14(a) and Rule 15d-14(a) of the Seesrlixchange Act
of 1934, as Amended, as Adopted Pursuant to Segfidrof the Sarbanes-Oxley Act of 2002 (filed hetew

32.1 Certification of Chief Executive Officer Pursuanti8 U.S.C. Section 1350, as Adopted Pursuant¢td®e906 of
the Sarbanes-Oxley Act of 2002 (furnished herewith)

32.2 Certification of Chief Financial Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuantd¢td®e906 of the
Sarbanes-Oxley Act of 2002 (furnished herewith)

101.INS XBRL Instance Document (filed herewitf)

101.SCH XBRL Taxonomy Extension Schema Document (filed het® T

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuin@iled herewith)t

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhéiiled herewith)t

101.LAB XBRL Taxonomy Extension Label Linkbase Documerie¢finerewith)t

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doeninfiled herewith)t

* Indicates management contract or compensatory, plantract or arrangement.

T Attached as Exhibit 101 to this Quarterly Reporfanm 10-Q are the following formatted in XBRL (Ersible Business Reporting

Language): (i) Consolidated Balance Sheets asraf 30, 2015 and December 31, 2014 , (ii) Consd@itl&tatements of Operations for the three
and six months ended June 30, 2015 and 2014 Cfiisolidated Statements of Comprehensive Incomiiaéathree and six months ended June
30, 2015 and 2014, (iv) Consolidated Statemen@ash Flows for the six months ended June 30, 28852014 , (v) Consolidated Statements

of Equity for the three and six months ended JUhe815 and 2014 , and (vi) Notes to Consolidaiedri€ial Statements.
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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. | have reviewed this Quarterly Report on FofivQof Discovery Communications, In
2. Based on my knowledge, this report does naiadony untrue statement of a material fact ot déonstate a material fact necessary to

make the statements made, in light of the circuntgts under which such statements were made, nigtagiisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statemeamid other financial information included in théport, fairly present in all material
respects the financial condition, results of operst and cash flows of the registrant as of, andthe periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisglasure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportiag @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

a.

Designed such disclosure controls and procedareaused such disclosure controls and procedoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingered,;

Designed such internal control over finanaggdarting, or caused such internal control overrfaia reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataree with generally accepted accounting princjples

Evaluated the effectiveness of the registraligcosure controls and procedures and presentiisi report our conclusions
about the effectiveness of the disclosure conttnts procedures, as of the end of the period coumrehlis report based on
such evaluation; and

Disclosed in this report any change in thestegint's internal control over financial reportthgt occurred during the

registrant's most recent fiscal quarter (the regits fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahegporting; and

5. The registrant's other certifying officer antlve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thetaanmittee of the registrant's board of direci@rspersons performing the equivalent

functions):

All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which

a.
are reasonably likely to adversely affect the rtegig's ability to record, process, summarize, r@part financial information;
and

b. Any fraud, whether or not material, that invadvmanagement or other employees who have a s@mifiole in the registrant's
internal control over financial reporting.

Date: August 5, 2015 By: /s/ David M. Zaslav

David M. Zaslav
President and Chief Executive Officer



EXHIBIT 31.2

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

I, Andrew Warren, certify that:
1. | have reviewed this Quarterly Report on FofivQof Discovery Communications, In
2. Based on my knowledge, this report does naiadony untrue statement of a material fact ot déonstate a material fact necessary to
make the statements made, in light of the circuntgts under which such statements were made, nigtagiisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statemeamid other financial information included in théport, fairly present in all material
respects the financial condition, results of operst and cash flows of the registrant as of, andthe periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisglasure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportiag @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

a. Designed such disclosure controls and procedareaused such disclosure controls and procedaitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingered,;

b. Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed

under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataree with generally accepted accounting princjples

c. Evaluated the effectiveness of the registraligcosure controls and procedures and presentiisi report our conclusions
about the effectiveness of the disclosure conttnts procedures, as of the end of the period coumrehlis report based on
such evaluation; and

d. Disclosed in this report any change in thestegit's internal control over financial reportthgt occurred during the

registrant's most recent fiscal quarter (the regits fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahegporting; and

5. The registrant's other certifying officer antlve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thetaanmittee of the registrant's board of direci@rspersons performing the equivalent
functions):

a. All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the rtegig's ability to record, process, summarize, r@part financial information;
and

b. Any fraud, whether or not material, that invadvmanagement or other employees who have a s@mifiole in the registrant's
internal control over financial reporting.

Date: August 5, 2015 By: /s/ Andrew Warren
Andrew Warren

Senior Executive Vice President and
Chief Financial Officer




EXHIBIT 32.1

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

In connection with the Quarterly Report of Discgv@ommunications, Inc. (“Discovery”), on Form 10f@ the quarter ended June 30,
2015, as filed with the Securities and Exchangm@gssion on the date hereof (the “Report,David M. Zaslav, President and Chief Execu
Officer of Discovery, certify that to my knowledge:

1. the Report fully complies with the requiremenit$Section 13(a) or 15(d) of the Securities ExgeAct of 1934; and

2. the information contained in the Report faphgsents, in all material respects, the finan@alition and results of operations
of Discovery.

Date: August 5, 2015 By: /s/ David M. Zaslav
David M. Zaslav
President and Chief Executive Officer




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 Discgv@ommunications, Inc. (“Discovery”), on Form 10f@) the quarter ended June 30,
2015, as filed with the Securities and Exchangm@ission on the date hereof (the “Report”), |, AewiWarren, Senior Executive Vice
President and Chief Financial Officer of Discovegrtify that to my knowledge:

1. the Report fully complies with the requiremenit$Section 13(a) or 15(d) of the Securities ExdeAct of 1934; and

2. the information contained in the Report faphgsents, in all material respects, the finan@alition and results of operations
of Discovery.

Date: August 5, 2015 By: /s/ Andrew Warren
Andrew Warren

Senior Executive Vice President and
Chief Financial Officer




