*  On May 16, 2014, Discovery's Board of Directors approved a stock split effected in the form of a share dividend (the
"2014 Share Dividend") of one share of the Company's Series C common stock on each issued and outstanding share of
Series A, Series B, and Series C common stock. The 2014 Share Dividend resulted in a 2-for-1 stock split on August 6,
2014 to stockholders of record on July 28, 2014. All share and per share data for earnings per share and stock based
compensation have been retroactively adjusted to give effect to the 2-for-1 split of the Company’s common stock. (See
Note 18 to the accompanying consolidated financial statements.)

e On May 30, 2014, the Company acquired a controlling interest in and began consolidating Eurosport by increasing
Discovery’s ownership stake from 20% to 51%. As a result, the accounting for Eurosport was changed from an equity
method investment to a consolidated subsidiary. (See Note 3 to the accompanying consolidated financial statements.)

e OnApril 9, 2013, we acquired the television and radio operations of SBS Nordic. The acquisition has been included in our
operating results since the acquisition date. (See Note 3 to the accompanying consolidated financial statements.)

e On September 17, 2012, we sold our postproduction audio business, whose results of operations have been reclassified to
discontinued operations for all periods presented. (See Note 3 to the accompanying consolidated financial statements.)

e Our results of operations for 2011 include a $112 million income tax benefit related to foreign tax credits and a $129
million gain on the disposition of the Discovery Health network as a contribution to OWN upon the launch of the
network. As we continue to be involved in the operations of OWN subsequent to its launch, the results of operations of the
Discovery Health network have not been presented as discontinued operations. Therefore, our results of operations for
2010 include the gross revenues and expenses of the Discovery Health network. For periods subsequent to January 1,
2011, our results of operations include only our proportionate share of OWN'’s net operating results under the equity
method of accounting. (See Note 4 to the accompanying consolidated financial statements.)

*  Our results of operations for 2010 include a $136 million loss on the extinguishment of debt.

e On September 1, 2010, we sold our Antenna Audio business for net proceeds of $24 million in cash, which resulted in a
$9 million gain, net of taxes. The operating results of Antenna Audio have been reported as discontinued operations for
2010.

ITEM 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Management’s discussion and analysis of financial condition and results of operations is a supplement to and should be read
in conjunction with the accompanying consolidated financial statements and related notes. This section provides additional
information regarding our businesses, current developments, results of operations, cash flows, financial condition, contractual
commitments and critical accounting policies.

CAUTIONARY NOTE CONCERNING FORWARD-LOOKING STATEMENTS

Certain statements in this Annual Report on Form 10-K constitute forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995, including statements regarding our business, marketing and operating strategies,
integration of acquired businesses, new service offerings, financial prospects, and anticipated sources and uses of capital. Words
such as “anticipates,” “estimates,” “expects,” “projects,” “intends,” “plans,” “believes,” and terms of similar substance used in
connection with any discussion of future operating or financial performance identify forward-looking statements. Where, in any
forward-looking statement, we express an expectation or belief as to future results or events, such expectation or belief is expressed
in good faith and believed to have a reasonable basis, but there can be no assurance that the expectation or belief will result or be
accomplished. The following is a list of some, but not all, of the factors that could cause actual results or events to differ materially
from those anticipated: continued consolidation of distribution customers and production studios; the inability of advertisers or
affiliates to remit payment to us in a timely manner or at all; general economic and business conditions; industry trends, including
the timing of, and spending on, feature film, television and television commercial production; spending on domestic and foreign
television advertising; disagreements with our distributors over contract interpretation; fluctuations in foreign currency exchange
rates and political unrest and regulatory changes in international markets; market demand for foreign first-run and existing content
libraries; the regulatory and competitive environment of the industries in which we, and the entities in which we have interests,
operate; uncertainties inherent in the development of new business lines and business strategies; uncertainties regarding the
financial performance of our equity method investees; integration of acquired businesses; uncertainties associated with product and
service development and market acceptance, including the development and provision of programming for new television and
telecommunications technologies; changes in the distribution and viewing of television programming, including the expanded
deployment of personal video recorders, VOD, internet protocol television, mobile personal devices and personal tablets and their
impact on television advertising revenue; rapid technological changes; future financial performance, including availability, terms,
and deployment of capital; the ability of suppliers and vendors to deliver products, equipment, software, and services; the outcome
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