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Resultatregnskap

Belgp i: NOK Note 2016 2015
RESULTATREGNSKAP

Inntekter

Salgsinntekt 9 4745 507
Annen driftsinntekt 12 -340 195 -417 143
Sum inntekter -340 195 4 328 364
Driftsresultat -340 195 4 328 364
Finansinntekter og finanskostnader

Annen finansinntekt 201 436 826

Sum finansinntekter 201 436 826

Nedskrivning av finansielle eiendeler 574 845 727

Rentekostnad til foretak i samme konsern 150 569 426 15009 610
Annen rentekostnad 530 183 314 703
Annen finanskostnad 8 21909 106 938
Sum finanskostnader 725 967 245 15431 251
Netto finans -524 530 419 -15431 251
Ordineert resultat far skattekostnad -524 870 614 -11 102 887
Skattekostnad pa ordinaat resultat 10 13681 193 -2 620 517
Ordinaert resultat etter skattekostnad -538 551 807 -8482 370
Skattekostnad pa ekstraordinaat resultat 0
Arsresultat -538 551 807 -8482 370
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Balanse

Belgp i: NOK Note 2016 2015
BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Utsatt skattefordel 10 27 523 675 3 506 256
Sum immaterielle eilendeler 27523 675 3 506 256
Finansielle anleggsmidler

Investering i datterselskap 2 1906 209 091 2521912 669
Sum finansielle anleggsmidler 1 906 209 091 2521912 669
Sum anleggsmidler 1933732 766 2525418 925
Omlgpsmidler

Varer

Fordringer

Andre fordringer 1277997 1288 796
Konsernfordringer 3 424 065 705 189411 770
Sum fordringer 425 343 702 190 700 566
Bankinnskudd, kontanter og lignende

Bankinnskudd, kontanter og lignende 1573011 1691 328
Sum bankinnskudd, kontanter og lignende 1573011 1691 328
Sum omlgpsmidler 426 916 713 192 391 894
SUM EIENDELER 2 360 649 479 2717810819
BALANSE - EGENKAPITAL OG GJELD

Egenkapital

Innskutt egenkapital

Sel skapskapital 45 30000 30000
Sum innskutt egenkapital 30 000 30 000
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Balanse

Belgp i: NOK Note 2016 2015
Opptjent egenkapital

Annen egenkapital 45 -456 554 594 -456 554 594
Udekket tap 45 547 034 177 8482 370
Sum opptjent egenkapital -1003588 771 -465 036 964
Sum egenkapital -1 003558 771 -465 006 964
Gjed

Langsiktig gjeld

Annen langsiktig gjeld

Langsiktig konserngjeld 3 1 496 860 000 2819378894
Sum annen langsiktig gjeld 1 496 860 000 2819378 894
Sum langsiktig gjeld 1 496 860 000 2819378894
Kortsiktig gjeld

Leverandergjeld 88 956
Betalbar skatt 37 698 759 885 739
Skyldige offentlige avgifter 736 741

Kortsiktig konserngjeld 1382 317 601 275388635
Annen Kortsiktig gjeld 446 595 148 87 075 557
Sum kortsiktig gjeld 1867 348 249 363 438 887
Sum gjeld 3364 208 249 3182817 781
SUM EGENKAPITAL OG GJELD 2360 649 478 2717 810817
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Exhibit 10.52

EXECUTION COPY

THIRD AMENDMENT
TO
EMPLOYMENT AGREEMENT

This amendment (“Third Amendment”), dated as of January 18, 2017 (“Amendment Date™), shall amend the employment
agreement dated as of September 18, 2014, by and between Discovery Communications, LLC (“Company™) and Andrew Warren
("Executive"), as further amended (the “Employment A greement™).

WHEREAS, Executive and Company previously entered into the Employment Agreement, which sets forth the terms and
conditions of Executive’s employment with Company;

WHEREAS, Executive and Company amended the employment agreement in February 2016, and further amended it in
September 2016, to agree that Executive would separate employment with Company as of February 28, 2017, and to set forth the
terms of Executive’s transition and separation; and

WHEREAS, the parties now desire to adjust Executive’s separation date and to make certain other changes, as described
below,

NOW THEREFORE, in consideration of the mutual promises and covenants set forth in this Third Amendment, the parties
hereby agree to amend the Employment Agreement as follows:

1. Term of Empleyment: The references in Section II to “February 28, 2017 are hereby replaced by “March 31, 2017,

2. 2017 Bonus and Contractual Bonus: For the avoidance of doubt:

a. Executive shall be eligible for the Prorated Bonus for 2017, as provided in Section IV(D)2)(b)(i) of the Employment
Agreement, based on service through March 31, 2017.

b. The additional annual bonus at target that is specified in Section [V(D)2)(b)(ii) shall be paid at the same time that the
Base Salary Continuation payrments cormmence.

3. Equity Eligibility: Consistent with the provisions of Section 11 of the Employment Agreement, as amended, Executive’s
separation as of March 31, 2017, shall be considered a termination without Cause for purposes of Company’s plans and
programs. Notwithstanding anything to the contrary set forth in any plan document or implementing award agreement,
Executive waives any entitlement to vesting of any award under the Stock Plan (as defined in the Employment Agreement)
with respect to any award with a scheduled vesting date that is more than 90 days after March 31, 2017.

4. Entire Agreement: This Third Amendment contains the entire agreement of the parties with respect to the subject matter of
the Third Amendment and superscdes any agreements, oral or written, that relate to the subject matter hereof, except that this
Third Amendment does not affect the rights and obligations of the Employment A greement except as specifically amended by
this Third Amendment. For the avoidance of doubt, Company’s obligation to make the Severance Payment, and the
requirement that Executive execute the release agreement required by Section IV(D)(3), continues to apply. This Third
Amendment may be executed in one or more counterparts, all of which together shall constitute a single instrument.

EXECUTIVE: DATE:

{8/ Andrew Warten 11817
Andrew Warren

Discovery Communications, LLC DATE:

s/ Adria Alpert Ronum 1/19/17

Name: Adria Alpert Romm

Title: Chief Human Resources Officer

01.11.2020 kI 02:57 Brgnngysundregistrene Side 4 av 188



EE- Brgnngysundregistrene Arsregnskap regnskapséret 2016 for 914493420

01.11.2020 kI 02:57 Brgnngysundregistrene Side 5 av 188



- Brgnngysundregistrene Arsregnskap regnskapséaret 2016 for 914493420

DISCOVERY COMMUNICATIONS, INC.
COMPUTATION OF RATIO GF EARNINGS TO FIXED CHARGES AND

RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED STGCK DIVIDENDS

(unaudited; in millions, except ratio amounts)

Earnings:
Income from continuing operations, net of taxes(®
Add:
Pravision for income taxest®
Loss (income) from equity investees, net
Distributions of income from equity investees
Total interest expense
Portion of rents representative of the interest factor
Earnings, as adjusted
Fixed charges:
Total interest expense
Portion of rents representative of the interest factor
Total fixed charges
Preferred stock dividends
Total combined fixed charges and preferred stock dividends
Ratio of camings to fixed charges

Ratio of gamings to combined fixed charges and preferred stock dividends

Exhibit 12
Years Ended Becerther 3,
016 2015 2014 2013 412
1,218 1,048 8 1L,B37 % 1077 % 936
453 511 610 659 562
38 (4] (23) {18} 86
6 8 22 14 20
360 332 333 309 251
4] 44 48 3] 22
2,116 1,942 8§ 2,127 % 2,072 § 1897
360 332 0§ 333 % 309 § 251
4] 44 48 3] 22
401 376 § 38t § 340 § 273
401 376 § 38t § 340 § 273
5.3x 5.2x 5.6x 6.1x 6.9x
5.3x 52x 5.6x 6.1x 6.9x

(2}On September 17, 2012, the Company sold its postproduction audio business, whose results of operations have been reclassitied to discontinued operations for all periods

presented.
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Exhibit 21
LIST OF SUBSIDIARIES OF DISCOVERY COMMUNICATIONS, INC.
Entity Place of Formation
3B NetCo, LLC Delaware
A123 Online Interactive Services, Inc. Delaware
Academy 123, Inc. Delaware
Adventure Race Productions, Inc. Delaware
Al Music Sp.A, Tty
American Animal Pictures Limited UK
AMHI, LLC Delaware
Animal Planet (Asia) LLC Delaware
Animal Planet (Japan) LLP Delaware
Animal Planet (Latin America), L.L.C. Delaware
Animal Planet Europe P/S UK
Animal Planet North America, Inc. Delaware
Animal Planct Televizyon Yayincilik Anonim Sirketi Turkey
Animal Planct, LLC Delaware
Animal Planet, LP Delaware
Beacon Solutions, Inc. Delaware
Betty TV Limited England and Wales
Canadian AP Ventures Company Nova Scotia
Clearvue & SVE, Inc. llinois
Convex Conversion, LLC Delaware
Curtain Road Productions Limited UK
DHC Discovery, Inc. Colorado
DHC Ventures, LLC Delaware
Discovery (UK) Limited England and Wales
Discovery 3D Holding, Inc. Delaware
Discovery Advertising Sales Taiwan Pie Lid. Singapore
Discovery AP Acquisition, ke, Delaware
Discovery Asia, LLC Delaware
Discovery Channe! (Mauritius) Private Limited Mauritius
Discavery Civilization North America, Inc. Delaware
Discovery Communications Argentina SRL Argentina
Discovery Communications Benelux BV Netherlands
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Enity

Discovery Communications Bulgaria EOOD
Discovery Communications Chile SpA
Discovery Communications Colembia Ltda
Discovery Communications Beutschland GmbH & Co. KG
Discovery Communications Europe Limited
Discovery Communications Holding, LLC
Discovery Communications India

Discovery Communications Ltd., L.L.C.
Discovery Communications Mexico Services, 8. de RL.de C.V.
Discovery Communications Nordic ApS
Discovery Communications Spain and Portugal, S.L.
Discovery Communications Ukraine TOV
Discovery Communications Ventures, L1.C
Discovery Communications, LLC

Discovery Comunicacocs do Brasil LTDA
Discovery Content Verwaltungs GmbH
Discovery Corporate Services Limited
Discovery Czech Republic S R.O.
Discovery doo Beograd

Discovery Education Assessment LLC
Discovery Education Canada ULC
Discovery Education Europe Group Limited
Discovery Education Europe Ltd.

Discovery Education, Inc.

Discovery Enterprises, LLC

Discovery Entertainment Services, Inc.
Discovery Extreme Music Publishing, LLC
Discovery Foreign Holdings, Inc.

Discovery France Holdings I SAS
Discovery France Holdings SAS

Discovery Germany, L.L.C.

Discovery Health Channel, LLC

Discovery Health North America, inc.
Discovery Health NS, ULC

Place of Formation

Bulgaria
Chile
Colombia
Germany
England and Wales
Delaware
India
Delaware
Mexico
Denmark
Spain
Ukraine
Delaware
Delaware
Brazil
Germany
UK

(zech Republic
Serbia/ UK
Delaware
Nova Scotia
UK

UK

Mllinois
Delaware
Delawaze
Delaware
Delaware
France
France
Delaware
Delaware
Delaware
Nova Scotia
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Entity

Discovery Health Ventures, LLC
Discovery Holding Company

Discovery Hungary Media Services LLC
Discovery Nalia 8.rl.

Discovery Inpan Tne

DGiseovery Kids Noth America, Ine
Discovery Tatin America Holdings, L1C
Priscovery Latin Ameriea Tnvestments 11.0
Diseovery atin Ameriea S,

Miseavery Tatin America { 1.

Discnvrry Iici |Sing‘ Inc

Discovery Tighting Invegrmenss Lid
Tiscovery Laxembourg 1 8.4 rd.
Discovery Tuxembanrg 3 Sarl
Diseovery Truxembonrg 4 S4 vl
Discavery Laxemhonrg Holdings 1 Sa el
Niscovery Taxembonrg Holdings 2 Sa et
Dise

Discovery Media Ventures Linuted

Media Private Timited

Discovery Medyva Hizmetler Limited Sirketi
Discovery Mexico Holdings, 1147

Discovery Nerworks Asia- Pacific Nerwarks (Malaysia) Sdn. Rhd
THeoovery Nertworks Asla-Pacifie PTE 1 T3
Discovery Networks Cartbbean, Ing

Discovery Nerworks ntemational Holdings Eimited
I‘)i»;cm:ev"\r Nerwaorks Intermational V1.0

[Hseovery Networks Korea Limired

Discovery Networks Mexico, S deR 1. de CV
Discovery Nertworks Northem Furope

Dizeovery Networks Norway AS

Discovery Networks Norway l-iafding AS

Discovery Nerworks Sweden AB

™ SCOVErY Nerwaorks Sweden Hoi{iingq AR

Nizcovery New York, inc.

Place of Formation

Delaware
Delaware
Hungary
Itaty

Japan
Delaware
Delaware
Delaware
Spain
Delaware
Delaware
UK
Taxembourg
Luxembourg
!,llxmnhmug
i ,llXClﬂhan’g
oxembourg
Singapore
UK

Turkey
Delaware
Malaysia
Skrgapore
Rarbados
England and Wales
Colorado
Korea
Meavico

UK

Nosway
Narway
Sweden
Sweden

Deiaware
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Entity Place of Formation
Discovery OWN Holdings, ELC Delaware
Discovery Patent Licensing, LLC Delaware
Discovery Pet Online Administration, Inc. Delaware
Discovery Pet Online Services, LLC Delaware
Discovery Pet Video, LLC Delaware
Discovery Polska SP zo.0. Poland
Discovery Productions Group, Inc. Delaware
Discovery Productions, LLC Delaware
Discovery Publishing, Inc. Delaware
Discovery Realty, LLC Delaware
Discovery Retail Cafes, LLC Delaware
Discovery Romania Srl. Romania
Discavery SC Investment, Inc, Delaware
Discovery Science Televizyon Yayynevlyk Anonim birketi Turkey
Discovery Services Australia Pty Lid Austrata
Discovery Services Hong Kong Limited Hong Keng
Discovery Services, inc. Delaware
Discovery Solar Ventures, LLC Delaware
Discovery South America Holdings, LLC Delaware
Discavery Studios, LLC Delaware
Discovery Sweden AB Sweden
Discovery Talent Services, LLC Delaware
Discovery Television Center, LLC Delaware
Discovery Televizyon Yayyneylvk Anonim birketi Turkey
Discovery Thailand Holdings, LLC Delaware
Discovery Times Channel, LLC Delaware
Discovery Trademark Holding Company, Inc. Delaware
Discovery TV Journalism Productions, LLC Delaware
Discovery Wings, LLC Delaware
Discovery World Television, Inc. Maryland
Discovery.com, LLC Delaware
Discoverytravel.com, LLC Delaware
DLA Holdings, LLC Declaware
DLG Acquisitions Limited UK
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Enity

DNAP Holdings Pte. Ltd.

DNE Music Publishing Limited

DNI Europe Holdings Limited

DNI Foreign Holdings Limited

DNI German Holdings T Limited

DNI German Holdings i Limited
DNI Gioba}l LLP

DNt Group Holdings, LEC

DNI treland Holdings 1 Limited

DNI freland Holdings 2 Limited

DN Licensing Limited

DNIUS Limited

DPlay Entertainment Lid,

Dramatic Edge Music Publishing, LLC
DSC Japan, 1.1.C.

DTHC, Inc.

Education Media Delivery Ltd.
E-FM Sverige AB

Enformasyon Reklameilik Ve Filmeilik Sanayi Ve Ticaret A.S.
Epic Modem Music Publishing, LLC
Eskiltuna SBS Radio AB

ESP Media Distribution Portugal, S.A.
Euradio 1 Sverige AB

Eurosport Asia Pacific Ltd.

Eurosport Events Litd.

Eurosport Media SA

Eurosport Polska Sp. Z.0.0.
Eurosport SAS

Eurosport SRL

Eurosport Television BV

Eurosport Television Lid.
Eurosportnews Distribution Ltd.

FM 5 A/S

FM 6 A/S

Place of Formation

Singapore

England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
Delaware

Iretand

Iretand

UK

England and Wales
UK

Delaware

Delaware

Delaware

UKk

Sweden

Turkey

Delaware

Sweden

Portugat

Sweden

Hong Kong

UK

Switzerland

Potand

France

Italy

Netherlands

UK

Hong Kong
Denmark

Denmark
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Entity

GeoNova Publishing, inc.

Gilobal Mindset Music, LLC

Gran TV S.A.

HowStuffWorks, LLC

HUB Television Networks, LLC
Imposter Pictures Limited
Incentive Management Services, LLC
IV Network, LLC

IV Programs, LLC

Kaimax Media Oy

Liberty Animal Inc,

Listening Works, LLC

Liv (Latin America), LL.C

M Distribution Chile SpA

MDTV Distribution Iberia SL
Media Alliance QOO0 (f'k/a Discevery Holdings 000)
Media Distribution 0.0.0.
Mediamatning iSkandinavien AB
Miracle Sound Oulu Oy

Miracle Sound Oy

Miracle Sound Tampere Oy

Mix Megapol.sc AB

Network USA Incomporated

New SVE, Inc.

NTV - DK Sweden

Ostersjons Reklamradio AB
Otrkytie TV QOO (f/k/a Discovery Communications QOC))
OWNLLC

Patagonia Adventures, LLC

Radio City AB

Radio Daltid SBS AB

Radio License Startup Halland AB
Radio License Staup Orcbro AB
Radio License Startup Vasteras AB

Place of Formation

Delaware
Delaware
Argentina
Delaware
Delaware
UK
Delaware
Delaware
Delaware
Finland
Delaware
Delaware
Delaware
Chile
Spain
Russia
Russia
Sweden
Finland
Finiand
Finland
Sweden
Maryland
Mllinois
Sweden
Sweden
Russia
Delaware
Delaware
Sweden
Sweden
Sweden
Sweden
Sweden
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Entity

Radio Match AB

Radio Nova A/S
Radiobranschen RAB AB
Radiotveckling I Sverige KB
Raw TV Limited

Raw, Inc.

RIS Vinyl Skane AB
Rockklassiker Sverige AB
Run-of-Shows, LLC

SBS Discovery Media ApS

SBS Discovery Media Holding ApS
SBS Discovery Radio AB

SBS Discovery Radio ApS

SBS Discovery TV Oy

SBS Radio A/S

SBS Radio HNV AB

SBS Radio Sweden AB

Setanta Sports Asia Limited
SRU Svensk Radiotveckling AB
Svensk Radiotveckling KB
Takhayal Art Production JSC
Takhayal Entertainment FZ LLC
Takhayal Television FZ LLC
The Audio Visual Group, Inc.
The Heist, LLC

The Living Channel New Zealand Limited
Travel Daily News, Inc.
Turmeric Vision Private Limited
Turaer info

Tumer Kids

Value Proposition Publishing, LLC
Vinyl AB

Place of Formation

Sweden
Denmark
Sweden
Sweden
UK
Delaware
Sweden
Sweden
Delaware
Denmark
Denmark
Sweden
Denmark
Finland
Denmark
Sweden
Sweden
Iretand
Sweden
Sweden
Egypt
Dubai
Dubai
California
North Carolina
New Zealand
Delaware
India
Russia
Russia
Delaware

Sweden
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Exhibit23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorposation by reference in the Registration Statement on Form S-3 (No. 333-205774) and the Registration Statements on Form S-
8 (No.333-197910,333-188730, 333-177850,333-174451,333-170317,333-156105,333-154312, 333-153586) of Discovery Communications, Inc. of our
report dated February 14, 2017 relating to the financial statements and the effectivencss of intemal control over inancial reporting, which appears in this
Form 10-K.

{s/ PricewaterhouseCoopers LLP
McLean, VA

February 14,2017
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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 SARBANES-OXLEY ACT OF 2002

I, David M. Zaslav. certify that:
J. Thave reviewed this Annual Report on Form 10-K of Discovery Communications, Ine.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a matenia) fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

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

4. The registrant's other certifying officer and 1 are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-13(e) and 15d-15(e)) and intemnal contrel over financial reporting (as defined in Exchange Act Rules 13a-15{(f) and 15d-

1 5(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly duting the period in which this report is being prepared,;

b, Desigaed such intomal control over financial reporting. or caused such intemal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliabitity of financial reporting and the preparation of financial statements for
extemal purposes in accordance with generally accepted accounting principles;

¢. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as ofthe end of the period covered by this report based on such evatuation; and

d. Disclosed in this report any change in the registrant’s internal contrel over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fonsth fiscal quarter in the case ofan annual report) that has materiatly affected, oris reasonably likely
to materially affect, the registrant's intemal control over financial reporting; and

5. The registrant'’s other certifying officer and 1 have disclosed, based on our most recent evaluation of intemal control over financial reporting, to the
registrant's auditors and the audit commiitee of the registrant's board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affoct the registrant's ability to tccord, process, summarize, and report financiat information; and

b, Any frand, whether or not material, that involves management or other employces who have a significant role in the registrant's internal
control over financial reporting.

Date: February 14,2017 By: /s/ David M. Zaslav

David M, Zaslav

President and Chief Executive Officer
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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 SARBANES-OXLEY ACT OF 2002

I, Andrew Warren, certify that:
J. Thave reviewed this Annual Report on Form 10-K of Discovery Communications, Ine.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a matenia) fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

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

4. The registrant's other certifying officer and 1 are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-13(e) and 15d-15(e)) and intemnal contrel over financial reporting (as defined in Exchange Act Rules 13a-15{(f) and 15d-

1 5(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly duting the period in which this report is being prepared,;

b, Desigaed such intomal control over financial reporting. or caused such intemal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliabitity of financial reporting and the preparation of financial statements for
extemal purposes in accordance with generally accepted accounting principles;

¢. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as ofthe end of the period covered by this report based on such evatuation; and

d. Disclosed in this report any change in the registrant’s internal contrel over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fonsth fiscal quarter in the case ofan annual report) that has materiatly affected, oris reasonably likely
to materially affect, the registrant's intemal control over financial reporting; and

5. The registrant'’s other certifying officer and 1 have disclosed, based on our most recent evaluation of intemal control over financial reporting, to the
registrant's auditors and the audit commiitee of the registrant's board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affoct the registrant's ability to tccord, process, summarize, and report financiat information; and

b, Any frand, whether or not material, that involves management or other employces who have a significant role in the registrant's internal
control over financial reporting.

Date: February 14,2017 By: /s/ Andrew Warren

Andrew Warren

Senior Executive Vice President and
Chief Financial Officer
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EXHIBIT 32.1

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

In connection with the Annual Report of Discovery Communications, Inc. (*Discovery™), on Form 10-K for the yearended December 31, 2016, as filed
with the Securities and Exchange Commission on the date hereof (the “Report™), I, David M. Zaslav, President and Chief Executive Officer of Discovery,

certify that to my knowledge:

1. the Report fully complies with the requirements of Section 13{a) or 15(d) of the Securities Exchange Act 0f 1934; and

2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
Discovery.
Date: February 14,2017 By: /s/ David M. Zaslav

David M. Zaslav
President and Chief Executive Officer
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EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT FO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Discovery Communications, Inc. (*Discovery™), on Form 10-K for the yearended December 31, 2016, as filed
with the Securities and Exchange Commission on the date hereof (the “Report™), I, Andrew Warren, Senjor Executive Vice President and Chief Financial

Officer of Discovery, certify that to my knowledge:

1. the Report fully complies with the requirements of Section 13{a) or 15(d) of the Securities Exchange Act 0f 1934; and

2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
Discovery.
Date: February 14,2017 By: s/ Andrew Warren

Andrew Warren

Senior Executive Vice President and
Chief Financial Officer
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Other Comprehensive (L.oss) Income

The table below presents the tax cffects related Lo each component of other comprehensive (loss) income and rectassifications made into the
consolidated statements of operations (in millions).

Year Ended December 31, 2016 Year Ended December 31, 2015 Year Ended December 31,2014
Tax Tax
Benefit Net-of- Benefit Net-of- Tax Net-of-
Pretax (Expense) tax Pretax (Expense) tax Pretax Benefit(Expensc) tax

Currency
translation
adjusiments:
Unrealized losses
- foreign
cutrency $ (234) $ 41 8 (193) § (249 % 19§ (230) 5 (401 3 9 8 (392)
Unrealized gains
-net
investment
hedge 3 [€))] 2 e e s e e e
Reclassifications:
Gain on
disposition — o o 23 e 23 e e —
Other income
(expense), net — — — 6 — [} 7y — (7)
Total currency
translation
adjusiments 231) 40 (191) 220y 19 201) (408} 9 (399)
Market value
adjustments:

Unrealized
(losses)
gains - AFS
securities 34) 6 (28) 33 6 @n 2 48] H
Reclassifications:
Gain on
disposition o e e e -w e (5) 2 3}
Other-than-
temporary-
impairment
AFS
securniies 62 (10) 32 — — — — — —
Hedged portion
of AFS
securities 17 3) 14 2 — 2 — — —
Total market value
adjustments 45 (€] 38 31 6 (25) 3 ] (2)
Derivative
adjustments:

Gains (losses) in
other
comprehensive
loss 39 (14) 25 23 (8) is (14) 6 ()

Reclassifications:
Distribution
revenue 25 (ed] i8 (23) 8 (15

Advertising

Tevenue 2 e 2 (2) - 2) o - o
Costs of

revenues 27 7 20) &3] 3 (6) (1 — H
Interest expense 3 [€8)] 2 3 [0} 2 — — —
Other income

(expense), net {4) 1 (3 7 2) 5 3y 1 (2)
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Total derivative

adjustments 38 (14) 24 1y — (48] (18) 7 (i)
Other
comprehensive
loss $ (148) 19 8 (1299 $ (252) § 25 5 (227) § (429 § 17 $ (412)
100
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Accumuiated Other Comprehensive Loss
The table below presents the changes in the components of accumutated other comprehensive loss, net of taxes (in millions).

Accumuiated

Currency Market Other
Transtation Value Derivative Comprehensive
Adjustments Adjustments Adjustments Income (Loss)
Becember 31, 2013 $ 8 $ — % 12 8 4
Other comprehensive (loss) income
before reclassifications {392) 1 (8) (399}
Reclassifications from accumulated
other comprehensive loss fo net
income N 3) 3) (13}
Othet comprehensive loss (399 ) (i (412}
Other comprehensive loss attributable to
redecmable noncontrolling interests 40 e o 40
December 31,2014 (367) 2) i (368)
Other comprehensive (foss) income
before reclassifications {236) @7 15 (242}
Reclassifications from accumulated
other comprehensive loss to net
income 29 2 (16) 15
Other comprehensive loss (201) 23) (€3] (227)
Purchase of redeemable noncontrolling
interest wn - (01}
Other comprehensive loss attributable to
redeemable noncontrolling interests 23 — — 23
December 31,2015 {606) en - (633}
Other comprehensive (foss) income
before reclassifications {191} 28) 25 (194)
Reclassifications from accumulated
other comprehensive foss to net
income — il (h 65
Other comprehensive (loss) income (191) 38 24 (129}
December 31,2016 3 (797) § s 24 8 (762

NOTE 13. EQUITY-BASED COMPENSATION

The Company has various incentive plans under which stock options, RSUs, PRSUs, SARs and unit awards have been issued. As of December 31,2016,
the Company has reserved a total of 120 million shares of'its Series A and Series C common stock for future exercises of outstanding and future grants of
stock options and stock-settled SARs and future vesting of outstanding and future grants of PRSUs and RSUs. Upeon exercise of stock options and stock-
settled SARs or vesting of PRSUs and RSUs, the Company issues new shares from its existing authorized but unissued shares. There were 99 million shares of
common stock in reserves that were available for tuture grant under the incentive plans as ef December 31, 2016,
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Equity-Based Compensation Expense

The table below presents the compaonents of equity-based compensation expense (in millions).

Year Ended December 31,

2016 2015 2014
PRSUs 3 34 8 16§ 46
RSUs 17 17 14
Stock options 13 17 23
SARs 4 (14) an
ESPP 1 1 1
Unit awards — (2) 5
Total equity-based compensation expense $ 69 § 35§ 78
Tax benefit recognized $ 25 % 13 S 27

Compensation expense for all awards was recorded in selling, general and administrative expense on the consolidated statements of operations.
Liability-classificd equity-based compensation awards include certain PRSUs, SARS and unit awards. The Company recorded total Habilities for cash-settled
and other liability-classified equity-based compensation awards of $83 million and $54 million as of December 31,2016 and 20135, respectively. The current
portion of the liability for cash-settled awards was $31 million and $35 million as of December 31, 2016 and 20135, respectively.

Equity-Based Award Activity
PRSUs

The table below presents PRSU activity {in millions, except years and weighted-average grant price}.

Weighted-
Average
‘Weighted- Remaining
Average Contractusal Aggregate
Grant Term TFair
PRSUs Price {years) Value
Qutstanding as of December 31,2015 42 8 3507
Granted 10 % 25.15
Converted 06) $ 2232 3 15
Forfeited 0.1) s 36.05
Qutstanding as of December 31,2016 45 % 34,44 06 $ 121
Vested and expected to vest as of December 31,2016 44 s 34.56 06 S 119
Convertible as of December 31, 2016 09 % 3023 g 23

The Company has granted PRSUs to certain senior level executives. PRSUs represent the contingent right to receive shares of the Company’s Series A
and C common stock, substantially all of which vest over three to four years based on continuous service and whether the Company achieves certain
operating performance targets. The performance targets tor substantiatly al} PRSUs are cumaulative measures of the Company’s adjusted operating income
before depreciation and amortization (as defined in Note 21), free cash flows and revenues over a three year pertod, The number of PRSUs that vest
principally range from 0% to 100% based on a sliding scale where achieving or exceeding the performance target will resuit in 100% of the PRSUs vesting
and achieving less than 80% of the target will result in no portion of the PRSUs vesting. Additionally, for certain PRSUs the Company’s Compensation
Committee has discretion in determining the final amount of uanits that vest, but may not increase the amount of any PRSU award above 100%. Upon vesting,
each PRSU becomes convertible into one share of'the Company’s Series A or Series C common stock as applicable. Holders of PRSUs do not receive
payments of dividends in the event the Company pays a cash dividend until such PRSUs are converted into shares of the Company’s common stock.

The Company records compensation expense for PRSUs ratably over the graded vesting service peried once it is probable that the performance targets
will be achicved. b any peniod in which the Company determines that achievement ofthe
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

performance targets is not probable, the Company ceases recording compensation expense and all previously recognized compensation expense for the award
is reversed.

Compensation expense is separately tecorded for each vesting tranche of PRSUs for a particular grant. For certain PRSUs, the Company measures the
fair value and related compensation cost based on the closing price ofthe Company’s Series A or C common stock on the grant date, For PRSUs for which the
Company’s Compensation Comumnittee has discretion in determining the final amount of units that vest or in situations where the executive isable to
withhold taxes in excess of the minimum statutory requirement, compensation cost is remeasured at each reporting date based on the closing price of the
Company’s Series A or Series € common stock.

As of December 31, 2016, unrecognized compensation cost, net of expected forfeitures, refated to PRSUs was $20 million, which is expected 1o be
recognized over a weighted-average period of 0.7 years based on the Company’s current assessment of the PRSUs that will vest, which may differ from actual
results.

RSUs

The table below presents RSU activity (in millions, except years and weighted-average grant price).

Weighted-
Average
Weighted- Remaining
Average Contractual Aggregate
Grant Term Fair
RSUs Price (years) Value
Qutstanding as of December 31,2015 20 8 34.62
Granted i4 S 2522
Convested 04) 8 3341 $ 10
Forfeited 04) s 32.45
Qutstanding as of December 31,2016 26 § 3003 2.7 3 73
Vested and expected to vest as of December 31,2016 24 8 30.17 26 S 64

RSUs represent the contingent right to receive shares of the Company's Series A and C common stock, substantially all of which vest ratably cach year
over periods of one to four years based on continuous service. As of December 31, 2016, there was $43 mitlion of unrecognized compensation cost, net of
expected forfeitures, related to RSUs, which is expected to be recognized over a weighted-average period of 2.8 years.

Stock Options

The table below presents stock option activity (in millions, except years and weighted-average exercise price).

Weighted-
Average
Weighted- Remaining
Average Contractual Aggregate
Exercise Term Entrinsic
Stock Options Price {years) Value
Outstanding as of December 31, 2015 153§ 2401
Granted 30 S 251
Exercised (34) § 13.95 $ 42
Forfeited (1.2 § 33.67
Outstanding as of December 31,2016 137§ 2605 35 8 59
Vested and expected to vest as of December 31,2016 132 % 2504 36 $ 39
Exercisable as of December 31,2016 80 S 2321 22 % 54

Stock options are granted with an exercise price equal to or in excess of the closing market price of the Company’s Series A or Sertes C commen stock
on the daie of grant. Substantially all stock options vest ratably over three to four years from the grant date based on continuous service and expire seven to
ten years from the date of grant. Stock option awards generally provide for accelerated vesting upon retirement or after reaching a specified age and years of
service. The Company received cash payments from the exercise of stock options totaling $46 million, $16 million and $33 million during 2016,2015 and
2014, respectively. As of December 31, 2016, there was $29 million of unrecognized compensation cost, net of expected forfeitures, retated to stock options,
which is expected to be recognized over a weighted-average period of 2.1 vears.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The fair value of stock options is estimated using the Black-Scholes option-pricing model. The weighted-average assumptions used to determine the
fair value of stock options as of the date of grant during 2016, 2015 and 2014 were as foliows.

Year Ended December 31,

2016 2015 2014
Risk-free interest rate 1.26% 1.54% 1.53%
Expected term (years) 5.0 5.0 3.0
Expected volatility 28.74% 26.78% 26.20%

Dividend yield — — —

The weighted-average grant date fair value of options granted during 2016, 2015 and 2014 was $7.09, $8.44 and $19.73, respectively, per option. The
total intzinsic value of options exercised during 2016, 2015 and 2014 was $42 million, $28 million and $63 miltion, respectively.

SARs

The table below presents SAR award activity (in millions, except years and weighted-average grant price).

Weighted-
Average
Weighted- Remaining
Average Contractuak Aggregate
Grant Term Intrinsic
SARs Price (years) Yalue
Outstanding as of December 31,2015 104§ 37.38
Granted 24 8 2579
Settled 09 § 20,67 3 5
Forfeited (3.3) § 38.65
Outstanding as of December 31,2016 86 § 3529 10 § 3
Vested and expected to vest as of December 31,2016 86 3§ 353G 10§ 3

SAR award grants include cash-settied SARs and stock-settled SARs. Cash-settled SARs entitle the holder to receive a cash payment for the amount by
which the price of the Company’s Scrics A or Series C common stock exceeds the base price established on the grant date, Cash-settied SARs are granted with
a base price equal to or greater than the closing market price of the Company’s Series A or Series (C common stock on the date of grant. Stock-settled SARs
entitle the holder to shares of Series A or Series C common stock n accordance with the award agreement terms.

The fair value of outstanding SARs is estimated using the Black-Scholes option-pricing model. The weighted-average assumptions used to determine
the fair value of outstanding SARs were as follows.

Vear Ended December 31,

2016 2015 2014
Risk-free interest rate 0.95% 0.83% 0.59%
Expected term (years) 0.9 1.0 i3
Expected volatility 29.46% 31.59% 27.72%

Dividend yicld

As of December 31,2016 and 2015, the weighted-average fair value of SARs outstanding was $1.79 and $1.15 per award. The Company made cash
payments of $5 million, $11 miltion and $29 million to settle exercised SARs during 2016, 2015 and 2014, respectively. As of December 31, 2016, there was
$8 mitlion of uniecognized compensation cost, net of estimated forfeitures, related to SARs, which is expected to be recognized over a weighted-average
period of (.8 years.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Unit Awards

Unit awards represent the contingent right to receive a cash payment for the amount by which the vesting price exceeds the grant price. Because unit
awards are cash-settled, the Company remeasures the fair value and compensation expense of outstanding unit awards each reporting date until settlement.
Duting the yearended December 31,2015, the Company made cash payments of $14 million to settle all 1.2 million temaining unit awards, which had a
weighted-average grant price of $20.39,

Employee Stock Purchase Plan

The DESPP enables eligible employees to purchase shares of the Company’s commen stock through payretl deductions or other permitted means.
Unless otherwise determined by the Company’s Compensation Committee, the purchase price for shares offered under the DESPP is 83% of the closing price
ofthe Company’s Series A conumon stock on the purchase date. The Company recognizes the fair value of the discount associated with shares purchased in
selling, general and administrative expense on the consolidated statement of operations. The Company’s Board of Directors has authorized 9 million shares
of the Company’s common stock to be issued under the DESPP. During the years ended December 31,2016, 2015 and 2014 the Company issued 191
thousand, 208 thousand and 191 theusand shares under the DESPP, respectively, and received cash totaling $4 million, $5 million and $6 miltion,
respectively.

NOTE 14, RETIREMENT SAVINGS PLANS

The Company has defined contribution and other savings plans for the benefit of its employees that meet eligibility requirements. Eligible employees
may contribute a portion of their compensation to the plans, which may be subject to certain statutory limitations. For these plans, the Company also makes
contributions including discretionary contributions, subject to plan provisions, which vest immediately. The Company made total contributions of $29
million. $36 million and $33 million during 2010, 2015 and 2014, respectively. The Company's contributions were recorded in setling, gencral and
administrative expense in the consolidated statements of operations.

The Company’s savings plans include a deferred compensation plan through which members ofthe Company’s executive team in the U.S. may elect to
defer up to 50% of their eligible compensation. The amounts deferred are invested in various mutual funds at the direction of the executive, which are used to
finance payment of the deferred compensation obligation. Distributions from the deferred compensation plan are made upon termination or other events as
specified in the plan. The Company has established a separate trust to hold the investments that finance the deferred compensation obligation. The accounts
of the separate trust are included in the Company’s consolidated financial statements. The investments are included in prepaid expenses and other current
assets and the deferred compensation obligation is included in accrued liabilities in the consolidated balance sheets. The values of the investments and
deferred compensation obligation are recorded at fair value. Changes in the fair value ofthe investments are offset by changes in the fair value of the deferred
compensation obligation. (See Note 5.)

NOTE 15. RESTRUCTURING AND OTHER CHARGES

Restructuring and other charges, by reportable segment were as follews {in nitlions).

Year Ended December 31,

2016 2015 2014
U.8. Networks % 15 8 33 % 61
Intcrnational Networks 26 14 24
Education and Other 3 2 3
Corporate 14 1 2
Total restructuring and other charges % 58 % 50 % 90

Year Ended December 31,

2016 2015 2014
Restructuring charges $ 55 8 29 8 35
Other charges 3 21 55
Total restructuring and other charges 3 58 % 50 $ 90
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Restructuring charges relate to management changes, cost reduction efforts and contract terminations. Other charges during 2016 and 2015 result from
content impaitments primarily at the Company's U.S. Networks segment due to the cancellation of cerain series as a result of tegal circumstances pettaining
to the associated taleni, Additionally, the consolidation and subsequent rebranding of Discovery Family resulted in content impairments in 2014 that were
reflected as a component of restructuring and other (See Note 6).

Changes in restructuring and other liabilities by major category were as follows (in miliions).

Employee
Contract Relocations/
Terminations Terminations Total
December 31,2013 $ 2% 5 8 7
Net accruals 3 32 35
Cash paid {13 22) (23)
December 31,2014 4 15 19
Net accruals 3 26 29
Cash paid {3) (20) {25)
December 31,2015 2 21 23
Net accruals 3 52 55
Cash paid (2} 37N (39
December 31,2016 S 3 08 36 8% 39

NOTE 16. INCOME TAXES

The domestic and foreign components of income before income taxes were as follows {in mitlions).

Year Ended Deeember 31,

2016 2015 2014
Dommestic $ 1414 § 1281 § 1251
Foreign 257 278 496
Income before income taxes $ 1,671 $ 1,559 § 1,747

The components of the provision for income taxes were as follows (in millions).

Year Ended December 31,

2016 2015 2014
Current:
Federal $ 384 § 306 % 529
State and jocal (56} 57 64
Foreign 152 146 198
480 509 791
Deferred:
Federal 45 59 (112}
State and local - (i0) (16}
Foreign (72} 47) (53)
27} 2 (181)
Income taxes $ 453 % 511§ 610

‘The Company has a regional ownesship structure for its international operations. The regional holding companies are foreign corporations whose
earnings will not be taxed in the U.S. until the eamings are repatriated to the U.S. The Company has not recorded a provision for deferred USS. tax expense on
the undistoibuted eamings of these foreign subsidiaries since the Company intends to indefinitely reinvest the camings of these foreign subsidiaries outside
the ULS, The amount of such undistributed eamings was approximately $659 million at December 31, 2016. The determination of the amount of
unrecognized U.S. deferred income tax fiability with respect to these undistributed eamings is not practicable.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following table reconciles the Company's effective income tax rate to the U.S. federal statutory income tax rate of 35%.

Year Ended December 31,

2816 2015 2014
U.S. federal statutory income tax rate 35% 35% 35%
State and local income taxes, net of federal tax benefit (2)% 2% 2%
Effect of foreign operations (1)ye 1% 2%
Domestic production activity deductions (4% 3)% 3%
Change in uncertain tax positions e O {1)% ()%
Renewable energy investments tax credits (1% —% — %
Other, net —% (1Y% — %
Effective income tax rate 27 % 33% 35 %
Components of deferred income tax assets and liabilities were as follows {in mitlions).
December 31,
2016 20615

Deferred income tax assets:

Accounts receivable $ 2 % 2

Tax aitribute carry-forward 67 46

Unrealized loss on derivatives and foreign currency translation

adjustments (5)

Accrued liabilities and other 174 223
Total deferred income tax assets 243 266
Valuation allowance (25) (19

Net deferred income tax assets 218 247
Deferred income tax liabilities:

Intangible assets (384) {460)

Content rights (166} (143)

Equity method investments (76) {88)

Notes receivable (4] (8)

Other (32) (18)
Total deferred income tax Habilities (665) (717)
Net deferred income tax liabilities $ (447) § {470)

The Company’s net deferred income tax assets and liabilities were reported on the consolidated batance sheets as follows (in millions).

December 31,

Deferred income tax labilities

2016 2015
Deferred income tax assets®™ $ 106 § 86
(353 (556)
Net deferred income tax Habilities $ 447 $ (470)

(at As of December 31, 2016 and December 31, 201 3, deferred income 1ax assets include $9 million and $18 million in noncurrent deferred income tax assets, respectively,
which are reflected as a component of other noncurrent assets on the consolidated balance sheet.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The Company’s loss carry-forwards were reported on the consolidated balance sheets as follows (in millions).

State Foreign
Loss carry-forwards™ s 724§ 169
Deferred tax asset related to loss cary-forwards 1G 37
Valuation allowance against loss carry-forwards (6] (18)
Earliest expiration date of loss carry-forwards 2617 2018

(@} The Company had no Federal loss carry-forwards reported on the consolidated balance sheets as of December 31, 2016,

A reconciliation of the beginning and ending amounts of unrecognized tax benefits (without related interest and penatty amounts) is as foltows (in
millions).

Year Ended December 31,

246 2015 2014

Beginning balance 8 173 % 176§ 183
Additions based on tax positions related to the cument year 13 30 40
Additions for tax positions of prior years 19 17 82
Additions for tax positions acquired in business combinations — 3 o
Reductions for tax positions of prior years {60) @21 (129)
Settlements (16) (16) -
Reductions due to lapse of statutes of limitations {9) (13} {®)
Reductions due to foreign currency exchange rates »H 3

Ending balance $ 17 8 173 % 176

The balances as of Decomber 31,2016, 2015 and 2014 included $117 mitlion, $173 mitlion and 3176 million, respectively, of unrecognized tax benefits
that, if recognized, would reduce the Company’s income fax expense and effective tax rate after giving effect to interest deductions and offsetting benefits
from other tax jurisdictions. For the year ended December 31,2016, increases in unrecognized tax benefits related to the uncertainty of allocation and
taxation of income among multiple jurisdictions was offset by the movements of tax positions as a resutt of muttiple audit resolutions and lapse of statutes of
limitations.

The Company and its subsidiarics file income tax retums in the U.S. and various state and foreign jurisdictions. The Intemal Revenue Service recently
completed audit procedures for its 2008 to 2011 tax years, the results of which should be finalized in the coming year, The Company is currently under audit
by the Internal Revenue Service forits 2012 to 2014 consclidated federal income tax retums. It is difficult to predict the final outcome or timing of resolution
of any particular tax matter. Accordingly, an estimate of any related impact to the reserve for uncertain tax positions cannet currently be determined. With
few exceptions, the Company is no longer subject to audit by any jurisdiction for years prior to 2006, Adjustments that arose from the completion of andits
for certain tax years have been inciuded in the change in uncertain tax positions in the table above.

During the year ended December 31,2016, the Company resolved multi-year state tax positions that resulted in a reduction of reserves related to
uncertain tax positions. The effect is included within the effective tax rate reconciliation as a component of changes in state and local income taxes, net of
federal tax benefit.

It is reasonably possible that the total amount of unrecognized tax benefits related to certain of the Company’s uncertain tax positions could decrease
by as much as $16 million within the next twelve months as a result of ongoing audits, lapses of statutes of limitations or regulatory developments.

As of December 31,2016, 2015 and 2014, the Company had accrued approximately $11 million, $20 millton and $17 million, respectively, of total
interest and penalties payable related 1o unrecognized tax benefits. The Company recognizes interest and penattics related to unrecognized tax bencflits as a
component of income tax expense.

NOTE 17. EARNINGS PER SHARE
In calculating eamings per share, the Company follows the two-class method, which distinguishes between the classes of securities based on the

proportionate participation rights of each security type in the Company's undistributed income. The
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Company's Series A, B and C conunon stock and the Serjes C convertible preferred stock are treated as one class for purposes of applying the two-class
method, because they have substantially equal rights and share equally en an as converted basis with respect to income available to Discovery

Communications, Ine.

The table below sets forth the computation for income available to Discovery Communications, Iac. stockholders (in millicns).

Year Ended Decewber 31,

2046 20615 2614

Numerator:
Net income $1,218 $1,048 §1,137
Less:

Allocation of undistributed income 1o Series A convertible prefemed stock (278) (224) (236)

Netincome atfributabie to noncontrolling interests 1) (1) 2)

Net (income) loss attributable to redeemable noncontrolling interests 23) (13) 4

Redeemable noncentrolling interest adjustments to redemption value o e (1)
Net income available to Discovery Communications, Inc. Series A, B and € common

and Series C convertible preferred stockholders for basic net income per share $ 916 % 810 5 902
Allocation of net income available to Discovery Communications Inc. Series A, B and

C common stockholders and Series C convertibie preferred stockholders for basic net

income per share:

Serics A, B and C common stockholders 789 686 758

Seties C convertible preferred stockholders 127 124 144

Total 916 810 902

Add:
Allocation of undistributed income to Series A convertible preferred stockholders 278 224 236

Net income available to Discovery Communications, Inc, Series A, B and C common
stockholders for diluted net income per share

51,154 $1,034 $1,138

Net income avaitable to Discovery Compunications, inc. Serics C convertible prefered stockhotders for diluted aet income per share s included in net
income avaiiable to Discovery Communications, Inc. Series A, B and C common stockholders for diluted net income per share. For the years ended December
31,2016 ,2015 and 2014, net income available to Discovery Communications, Inc. Series C convertible preferred stockholders for diluted net income per

share was $126 million, $123 million and $143 million, respectively.

The table below sets forth the weighted average number of shares outstanding utilized in determining the denominator for basic and diluted earnings

pershare {(in mitiions).

Year Ended December 31,

2016 2015 2014

Denominator:
Weighted average Series A, B and C common shates cutstanding — basic

401 432 454
Weighted average impact of assumed preferred stock conversion

206 219 227
Weighted average dilutive effect of equity awards 3 5 6
Weighted average Series A, B and C common shares cutstanding — diluted

610 656 687
Weighted average Series C convertible preferred stock outstanding — basic and difuted - 39 o

The weighted average number of diluted shares outstanding adjusts the weighted average number of shares of Series A, B and C common stock

outstanding for the potential dilution that wounld occurif common stock equivalents, including convertible preferred stock and equity-based awards, were

converted into common stock or exercised, caleulated using the treasury stock
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method. Series A, B and C diluted commeon stock includes the impact of the conversion of Series A preferred stock, the impact of the conversion of Series C
preferred stock, and the impact of equity-based compensation.

The table below sets forth the Company's calculated carnings per share,

Year Ended December 31,

2016 2015 2014
Basic net income per share available to Discovery Communications, Inc. Series A, B and
C conmmon and Series C convertible preferred stockholders:
Series A, B and C common stockholders $ 1987 § 159 § 167
Scries C convertible preferred stockholders $ 394 8§ 348 § 334
Diluted net income per share available to Discovery Communications, Inc, Series A, B
and C common and Series C convertible preferred stockholders:
Series A, B and C common stockholders $ 196 S 158 § l.66
Series C convertible preferred stockholders $ 392 8 3116 § 332

Serics C convertible preforred eamings per share amounts may not recaleulate due to rounding,.

The table below presents the details of the equity-based awards and preferred shares that were excluded from the caleulation of diluted camings per
share (in millions).

Year Ended December 31,

2016 2015 2014
Anti-dilutive stock options and RSUs g 6 4
PRSUs whose performance targets have not yet been achieved 4 3 3
Anti-dilutive common stock repurchase contracts (Sec Note 12.) 2 e e

Anti-dilutive awards are not included in the dilutive effect calcutation. Only outstanding PRSUs whase performance targets have been achieved as of
the last day of the most recent period are included in the ditutive effect caleulation.
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NOTE 18. SUPPLEMENTAL DISCLOSURES
Valuation and Qualifying Accounts

Changes in valuation and gualifying accounts consisted of the following (in milliens).

Beginning End
of Year Additions Writc-offs Utilization of Year
2016
Allowance for doubtful accounts $ 40§ 13 8 ) $ — 3 47
Beferred tax valuation allowance 19 9 3) — 23
2015
Altlowance for doubtful accounts 39 8 [¥)] o 40
Deferred tax valuation allowance 13 6 — — 19
2014
Allowance for doubtful accounts 16 28 (5) — 39
Deferred tax valuation allowance 18 1 5) 1) 13
Accrued Liabilities
Accrued liabilities consisted of the following (in millions).
December 31,
2016 2015
Acctued payroll and related benefits % 486 $ 449
Content rights payable 173 217
Accrued interest 67 61
Accrued income taxes 34 30
Current portion of equity-based compensation liabilities 31 5
Other accrued Habilities 284 226
Total acerued liabilities $ 1075 % 088
Other Tncome (Expense), net
Other income (expense), net, consisted of the following (in millions).
Year Ended December 31,
2016 2015 2014
Foreign currency gains (losses), net $ 758 {103y $ (22)
(Losses) gains on derivative instruments (12} 5 1
Remeasurement gain on previousiy held eguity interest — 2 29
Other expense, net:
Other-than-temporary itmpairment of AFS investments (62} — —
Other 3 (1 {7
Other expense, net (59} (0 {17
Total other income (expense), net $ 4 8 9N % [¢2]
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Equity-Based Plan Proceeds, Net

Equity-based plan proceeds, net in the statement of cash flows consisted of the following (in miltions).

Year Ended December 31,

2016 2015 2014
Tax settlements associated with equity-based plans $ (11 8 27 % 27
Proceeds from issuance of common stock in connection with eguity-
based plans 50 21 41
Excess tax benefits from equity-based compensation 7 12 30
Total equity-based plan proceeds, net $ 46 % 6 % 44

Supplemental Cash Flow Information

Year Ended December 31,

2016 2015 2014
Cash paid for taxes, net $ 527 % 653§ 686
Cash paid for interest, net 343 312 315
Noncash investing and financing activities:
Contributions ofbusiness and assets for strategic ventures
Fair value of investment received, net of cash paid 82 — —
Net asset value of contributed business 32 e e
Contingent consideration obligations from business
acquisitions — 13 —
Accrued purchases of property and equipment 42 12 13
Contingent consideration receivable from business
dispositions e 6 e
Assets acquired under capital lease ammangements 37 5 43
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NOTE 19. RELATED PARTY TRANSACTIONS

In the nomal course of business, the Company enters into transactions with related partics. Related partics inchude catitics that share common
directorship, such as Liberty Global plc (“Liberty Global™), Liberty Broadband Corporation ("Liberty Broadband") and their subsidiaries and equity method
investees (together the “Liberty Group™). Discovery’s Board of Directors includes Mr. Malone, who is Chairman of the Board of Liberty Global and
beneficially owns approximately 24% of the aggregate voling power with respect to the election of directors of Liberty Global. Mr. Malone is atso Chaimman
of the Board of Liberty Broadband and beneficially owns approximately 46% of the aggregate voting power with respect to the etection of directors of
Liberty Broadband. The majority of the revenue earned from the Liberty Group relates to multi-year network distribution arrangements.

Related party transactions also include revenues and expenses for content and services provided to or acquired from equity method investees, such as
OWN and Ali3Media and the New Russian Business or minority partners of consolidated subsidiaries. Following the Company's consolidation of Discovery
Family on September 23, 201 4, transactions with Hasbro Studios, a subsidiary of Hasbro, for content purchased arc reflected as related party expenses.

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

Year Ended December 31,

2016 2015 2014

Revenues and service charges:

Liberty Group(e} $ 387 % 171§ 157

Equity method investees®) 129 62 104

Other 32 35 34
Total revenues and service charges 3 548 % 268 § 295
Interest incomete) $ 17 8 23 8 33
Expenses $ (102) § (67) 3 (37

{2 The increase for the year ended December 31, 2016 reflects the May 2616 acquisition ol Time Warner Cable, Inc. by Charter Commumnications, an equity method investee of the
Liberty Group and other changes in Liberty Group's businesses.

() The increases to revenue from equity method investees for the year ended December 31, 2016 and to the receivable balance as of December 31, 2036 both refate fo the joint
venture agreement with NMG in October 2015 for the New Russian Business. (See Note 3.)

(e The Company records interest earnings trom loans to equity method investees as a component of income from equity method investees, net, in the consolidated statements of
operations. (See Note 4.)

The table below presents receivables due from related parties (in millions).

December 31,
2016 2015
Receivables®? $ 109 % 37
Note reccivable (Sec Note 4.) 311 384
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NOTE 20. COMMITMENTS AND CONTINGENCIES
Contractual Commitments

As of December 31, 2016, the Company’s significant contractual commitments, including related payments due by period, were as follows (in millions).

Leascs

Year Ending December 31, Operating Capital Content Other Total
2017 8 56 § 41 8 939 § 546 § 1,582
2018 50 24 524 257 855
2019 37 22 438 199 696
2020 22 19 628 1359 819
2021 12 17 244 41 314
Thereafier 21 Gl 823 121 1,028
Total minimum payments 198 184 3,598 1,314 5,294
Amounts representing interest - (33) - 33)
Total $ 198 § 151 § 3,598 § 1314 § 5,261

The Company enters into milti-year lease arrangements for transponders, office space, studio facilities, and other equipment. L.eases are not cancelable
prior to their expiration.

Content purchase commitments are associated with third-party producers and sports associations for content that airs on the television networks.
Production contracts generally require: purchase of a specified number of episodes: payments over the term of the license: and include both programs that
have been delivered and are available for airing and programs that have not yet been produced or sporting cvents that have not yet taken place. If the content
is ultimately never produced, the Company's commitments expire without obligation. The commitments disclosed above exclude content liabilities
recognized on the consolidated balance sheet.

Other purchase obligations include agreements with certain vendors and suppliers for the purchase of goods and services whereby the underlying
agreements are enforceable, legally binding and specify all significant terms. Significant purchase obligatioas include transmission services, television rating
services, marketing research, employment contracts, equipment purchases, and information technology services. Some of these contracts de not require the
purchase of fixed or minimum quantities and generally may be terminated with a 30-day to 60-day advance notice without penalty, and are not included in
the table above past the 30-day to 60-day advance notice period. Amounts related to employment contracts include base compensation, but do not include
compensation contingent on future events.

Although the Company had funding commitments to cquity method investees as of December 31, 2616, the Company may also provide uncommitted
additional funding to its equity method investments in the future. (See Note 4.) The Company also has the conditional obligation to issue or acquire
additional shares of preferred stock. {See Note 12.)

Contingencies
Put Rights

The Company has granted put rights related to an equity method investment and certain consolidated subsidiaries, Harpo has the right to require the
Company to purchase all or part of its interest in OWN for fair value at various dates. No amounts have been recorded by the Company for the Harpo put
right. (See Note 4.) Hasbro and J:COM have the right to require the Company to purchase their remaining noncontrolling interests in Discovery Family and
Discovery Japan, respectively. The Company recorded the value of the put rights for Discovery Family and Discovery Japan as a component of redeemable
equity in the amounts of $216 million and 527 million, respectively. (See Note 11.)

Legal Matters

The Company is party to various other lawsuits and claims in the ordinary course ofbusiness, including claims related to employees, vendors, other
business partners or patent issues. However, a determination as to the amount of the accrual reguired for such contingencies is highly subjective and requires
judgment about future events. Although the oulcome of these matters cannot be predicted with certainty and the impact of the final resolution ol these
matters on the Company's results of operations in & particalar subsequent reporting period is not knewn, management does not believe that the resolution of
these other matters will have a material adverse effect on the Company's consolidated financial position, future results of operations or cash flows.
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Guarantees
There were no guarantees recorded as of December 31,2016 and December 31, 2015,

The Company may provide or receive indemnities intended to allocate business transaction risks. Similarly, the Company may remain contingently liable for
certain obligations of a divested business in the event that & thied party does not fulfill its ebHgations under an indewmification obligation. The Company
records a liability for its indemnification obligations and other contingent liabilities when probable and estimable. There were no material amounts for
indemnifications or other contingencies recorded as of December 31, 2016 and 2015.

NOTE 21. REPORTABLE SEGMENTS

The Company’s operating segments are determined based on (i) financial information reviewed by its chief operating decision maker ("CODM™), the
Chief Executive Officer ("CEQ"), (ii) internal management and related reporting structure, and (ii) the basis upon which the CEO makes resource altocation
decisions.

The accounting policies of the reportable segments are the same as the Company’s, except that certain inter-segment transactions that are eliminated for
consolidation are not eliminated at the segment level. Inter-segment transactions primarily include the purchase of advertising and content between
segments.

The Company evaluates the operating performance of its segments based on financial measures such as revenues and adjusted operating income before
depreciation and amortization {*Adjusted OIBDA™). Adjusted OIBDA is defined as operating income excluding: (i) mark-to-market equity-based
compensation, (i) depreciation and amortization, (iii) amortization of deferred launch incentives, (iv) restructuring and other charges, (v} certain impairment
charges, (vi) gains and losses on business and asset dispositions, and (viE) certain inter-segment climinations related to production studios. The Company
uses this measure to assess the operating results and performance of its segments, perform analytical comparisons, identify strategies to improve performance
and allocate resources to cach segment. The Company believes Adjusted OIBDA is relevant to investors because it allows them to analyze the operating
performance of each segment using the same metric management uses. The Company excludes mark-to-market equity-based compensation, restructuring and
other charges, certain impairment charges, and gains and losses on business and asset dispositions from the calculation of Adjusted OIBDA due to their
volatility. The Company also excludes depreciation of fixed assets, amortization of intangible assets and deferred launch incentives, as these amounts do not
represent cash payments in the current repotting period. Certain corporate expenses are excluded from segment results to enable executive management to
cvaluate segment performance bascd upon the decisions of segment excentives. Totat Adjusted (HBDA should be considered in addition to, but not a
substitute for, operating income, net income and other measures of financial performance reported in accordance with GAAP. The tables below present
summarized financial information for cach of the Company’s reportable segments, other operating segments and corporate and inter-segment eliminations (in
millions).

Revenues
Ycar Ended December 31,
2016 2018 2014
U.8. Networks $ 3285 § 3131 § 2950
Intemational Networks 3,040 3,092 3,157
Education and Other 174 173 160
Corporate and inter-segment eliminations 2) 2y {2)
Total revenues 3 6497 § 6394 % 6,265
Adjusted OIBDA

Year Ended December 3,

2016 2015 2014
U.S. Networks $ 1922 § 1,774 % 1.680
International Networks 348 961 1,124
Education and Other {10) 2) 6
Corporate and inter-segment eliminations (334) (335) (319)
Total Adjusted OIBDA 3§ 2426 % 2398 § 2491
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Reconciliation of Net Income available to Discovery Communications, Inc. to total Adjusted OIBDA

Net income available to Discovery
Communications, Inc.

Net income attributable to redeemable
nencontrolling interests

Netincome atfributable o noncontrolling
interests

Income tax expense
Income before income taxes
Other (income) expense, net
Loss (income) from equity investees, net
Interest expense
Operating income
(Gain) loss on disposition
Restructuring and other charges
Depreciation and amortization
Mark-to-market equity-based compensation
Amortization of deferred launch incentives
Total Adjusted QIBDA

Total Assets

U.8. Networks

Intemational Networks

Education and Other

Corporate and inter-segment eliminations

Total assets

Year Ended December 31,

2016 2015 2014

s 1,194 % 1,034 % 1,139
23 13 {4)

1 1 2

453 511 610
1,671 1,559 1,747

(4) 97 9
38 {1 23)

353 330 328
2,058 1,985 2,061
(63) 17 30

58 50 99

322 330 329

38 — 31

13 16 11

s 2426 8§ 2398 § 2,491

Becember 34,
2016 2015

3 3412 8 3,295

4.84¢6 5,151

399 520

7.001 6,898

3 15,758 § 15,864

Total assets for corporate and inter-segiment eliminations include goodwill that is allocated to the Company's segments to account for goodwill. The
presentation of segment assets in the table above is consistent with the financial reports that are reviewed by the Company's CEO. The goodwill allocated
from corporate assets to U.8. Networks and International Networks to account for goodwit!l is included in the goodwill balances disclosed in Note 8.

Content Amortization and Impairment Expense

U.S. Networks
Intemational Networks
Education and Other

Corporate and inter-segment eliminations

Total content amortization and impairment expense

Year Ended December 31,

2016 2015 2014
3 756 % 7% 732
1,008 931 826
9 7 4
— (5)
3 1,773 % 1,709 § 1,557

Content amortization and impairment expenses are generally included in costs of revenues on the consolidated statements of operations (see Note 6).
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Revenues by Country

Year Ended December 31,

2016 2015 2014
UsS. $ 3411 $ 3261 § 3,081
Non-U.S. 3,086 3,133 3,184
Total revenues 3 6497 $ 6394 § 6,265

Bistribution and advertising revenues are attributed to each country based on viewer location. Other revenues are attributed to each country based on
customer location.

Property and Equipment by Country

December 31,

2416 20815
U.S. $ 258 8 252
LK. 167 129
Other non-U.S. 117 107
Tuotal property and equipment, net $ 482 § 488
Property and equipment balances are allocated to each country based on the location of the asset.
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NOTE 22, SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED;
2016w
Itquarter 2™ quarter 3™ quarter 4% guarter
Revenues $ 1,561 § 1708 $ 1556 % 1672
Operating income 489 586 458 525
Net income 269 415 225 309
Net income available to Discovery Communications, Inc. 263 408 219 304
Earnings per share available to Discovery Communications,
Inc. Series A, B and C common stockholders
Basic g 042 8§ 066 § 037 § 0.52
Diluted 3 042 8 066§ 036 § 0.52
2015®
1stquarter 2 guarter  3r¢quarter 4% guarter
Revenues $ 1,537 8 1654 8 1,557 8 1,646
Operating income 482 557 505 441
Net income 250 289 283 226
Net income available to Discovery Communications, nc. 250 286 279 219
Earnings per share available to Discovery Communications,
Inc. Series A, B and C common stockholders
Basic 3 038 § 044 3 043 3 0.34
Diluted H 037 § 044 § 043§ 0.34

(@ On September 30, 2016, the Company recorded an other-than-temporary impairment of $62 million refated to its investment in Lionsgate. On December 2, 2016, the Company
acquired a 39% minority interest in Group Nine Media, a newly formed media holding company, in exchange for contributions of $100 million and the Company's digital
businesses Secker and SourceFed, resulting in a gain of $50 million upon deconsolidation of the businesses. (See Note 3))

(5)0n May 30, 2014, the Company acquired a controlling interest in Eurosport and, as a result, the accounting for Eurosport was changed from an equity method investment to a
consolidated subsidiary. On March 31, 2015, the Company completed its acquisition of an additional 31% interest in Eurosport France upon resolution of certain regulatory
matters. On June 30, 2015, the Company disposed of its radio operations in SBS Nordic. {See Note 3.)

NOTE 23, CONDENSED CONSOLIDATING FINANCIAL INFORMATION
Overview

As of December 31, 2016 and 2015, all of the outstanding senior notes have been issued by DCL, a wholly-owned subsidiary of Discovery
Communications Holding LLC (“DCH™), which is a wholly-owned subsidiary of the Company, pursuant to one or more Registration Statements on Form 8-3
filed with the U.S. Securities and Exchange Commission ("SEC"). {See Note 9.) The Company fully and unconditionatly guarantees the senior notes on an
unsecured basis. Each of the Company, DCH, and/or DCL {colectively the “Issuers™) may issue additionat debt securities under the Company's current
Registration Statement on Form S-3 that are fully and unconditionally guaranteed by the other lssuers.

Set forth below are condensed consolidating financial statements presenting the financial position, resuits ofoperations and comprehensive income
and cash flows of (i) the Company. (it) DCH, (iit} DCL, (iv) the non-guarantor subsidiaries of DCL on a combined basis, {v) the other ron-guarantor
subsidiaries of the Company on a combined basis, and {vi} reclassifications and eliminations necessaty to arrive at the consolidated financial statement
balances forthe Company. DCL and the non-guarantor subsidiaries of DCL are the primary operating sabsidiartes of the Company. DCL primarily includes
the Discovery Channel and TLC networks in the U.S. The non-guarantor subsidiaries of DCL inciude substantially all of the Company’s other U.S. and
international networks, education businesses, and most of the Company’s websites and digital distribution arrangements. The non-guarantor subsidiaries of
DCE. are wholly owned subsidiaries of DCL with the exception of certain equity method investments. PCL is a wholly-owned subsidiary of DCH. The
Company wholly owns DCH through a 33 1/3% disect ownership interest and a
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66 2/3% indirect ownership interest through Discovery Holding Company {“DHC™), a wholly-owned subsidiary of the Compary. DHC is inciuded in the
other non-guarantor subsidiaties of the Company.

The Company's 2016 minority investment in Group Nine Media and all related financial activity is mcluded within the DCL issuer entity in the
accompanying ¢condensed consolidated financial statements. (See Note 4.)

Basis of Presentation

Solely for purposes of presenting the condensed consolidating financial statements, investments in the Company’s subsidiarics have been accounted
for by thelrrespective parent company using the equity method. Accordingly, in the following condensed consolidating financial statements the equity
method has been applied to (i) the Company’s interests in DCH and the other non-guarantor subsidiaries of the Company, (ii) DCH’s interest in DCL, and
(i11) DCL’s interests in the non-guarantor subsidiarics of DCIL.. Inter-company accounts and transactions have been eliminated to arrive at the consolidated
financial statement amounts for the Company. The Company’s accounting bases in all subsidiaries, inchuding goodwilt and recognized intangible assets,
have been pushed down to the applicable subsidiaries.

The operations of certain of the Company’s international subsidiaries are excluded from the Company’'s consolidated U.S. income tax retumn. Tax
cxpense related to permanent differences has been allocated to the entity that created the difference. Tax expense related to temporary differences has been
allocated to the entity that created the difference, where identifiable. The remaining temporary differences are allocated to each entity included in the
Company’s consolidated U.S. income tax return based on cach entity s relative pretax income. Deferred taxes have been allocated based upon the temporary
differences between the carrying amounts of the respective assets and liabilities of the applicable entities.

The condensed consolidating financial staternents should be read in cenjunction with the consolidated financial statements of the Company.
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CONDENSED CONSOLIDATING BALANCE SHEET
December 31,2016
(in mitlions}

Other Non-
Nen-Guarantor Guarantor Reclassifieations
Subsidiaries of  Subsidiarics of and Biscovery aad
Discovery DCH neL DL Discovery Eliminations Subsidiaries

ASSETS
Current assels:

Cash and cash equivalents % — % — % 20 % 280 % — 3 — 3 300

Receivables, net — — 421 1,074 — — 1495

Content rights, net e e 8 302 e e 310

Deferred income taxes — — 42 35 — — 97

Prepaid expenses and other cutreat assels 62 36 180 i19 — — 397

Inier-company trade reccivables, net — — 195 — — (195) —
Total current asseis 62 36 866 1,830 — (195) 2,599
Tnvestment in and advances o subsidiaries 5106 5,070 7,450 e 3,417 (21,043} e
Noncurrent content rights, net — — 663 1,426 — — 2,089
Goodwill, net — — 3,769 4,271 — — 8.040
Intangible assets, nct . . 272 1,240 [ [ 1,512
Equity method investments, including note receivable — — 30 527 — — 557
Other noncurrent assets, including property and equipment, net — 20 306 655 — (20) 961
Total assets $ 5,168 % 5,126 % 13,356 % 9,949 % 3,417 % (21.258) 8 15,758
EIABILITIES AND EQUITY
Current Habilities:

Current portion of debt 5 — % — 3 52 % 30 % — 3 — 8 82

Other current liabilities — — 56 963 — — 1479

Inter-company frade payables, net — — — 195 — {195) —
Total current liabilities 568 .18 - (193} 1,561
Noncurrent portion of debt — — 7,315 526 - — 7,841
Other noncurrent liabilities | — 403 542 20 (20} 946
Total liabilities 1 — 8,286 2,256 20 (215) 10,348
Redeemable noncontrolling interests e e e 243 R R 243
Tofal equity 5,167 5,126 5,070 7450 3,397 (21,043) 5,167
Total labilities and equity $ 5168 % 5126 % 13356 % 9949 % 3417 % (21,258) § 15,758
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CONDENSED CONSOLIDATING BALANCE SHEET
December 31,2015
(in mitlions}

Other Nan-
Non-Guarantor Guarantor Reclassifiestions
Subsidiaries of  Subsidiaries of and Bistovery and
Discavery DCH DCL DCL Discovery Eliminations Subsidiaries

ASSETS
Current assets:

Cash and cash equivalents $ — % — % 38 387 % — % — § 390

Receivables, net — — 433 1,044 — — 1,479

Content rights, net — — 9 304 — — 313

Deferred income taxes - - 36 32 - - 68

Prepaid expenses and other current assets 47 26 163 110 — — 346

Inter-company trade receivables, net 74 74
Tofal current assets 47 26 720 1,877 e (74) 2,596
[nvestinent in and advances to subsidiaries 5,406 5,381 7.539 — 3.618 (21,944) —
Noncurrent content rights, net — — 601 1,429 — — 2,030
Goodwill, net — — 3.769 4.395 — — 8,164
Intangible assets, net — — 290 1,440 — — 1,730
Equity method investments, including note receivable — — 25 542 — — 567
Other noncurrent assets, including property and equipment, net — 20 103 674 — 20y 777
Total assets $ 5453 % 5427 % 13,047 % 14,357 % 3,618 % (22,038) § 15,864
EIABILITEIES AND EQUITY
Current Habilities:

Current portion of debt $ — % — % 98 § 21 % — % — & 119

Other current liabilitics e e 470 990 e e 1,460

Inter-company trade payables, net — — — 74 — 74y —
Total current labilitics — — 568 1.085 — (74 1579
Noncurrent portion of debt — — 6,724 892 — — 7,616
Other noncurrent liabilities 2 — 374 600 21 (20) 977
Total liabilities 2 — 7,666 2,577 21 (94) 10,172
Redeemable noncontrolling interests — — — 241 — — 24}
Total cquity 5451 5427 5,381 7,539 3,597 (21,944) 5,451
Total liabilities and equity $ 5453 % 5427 % 13,047 % 10,357 % 3,6i8 % (22,038 § 15,864
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIPATED FINANCIAL STATEMENTS

CONDENSED CONSGLIDATING STATEMENT OF OPERATIONS

Revenues

Costs of revenues, excluding depreciation and amortization
Seliing, general and administrative

Depreciation and amortization

Restructuring and other charges

Cain on disposition

Tofal costs and expenses

Operating {loss) income

Equity in earnings of subsidiaries

[nterest expense

Loss from cquity investees, net

Other income {expense), net

Tncome before income taxes

Tncome tax benefit (expense)

Net inceme

Net income attributable to noncontrolling interests

Net income attributable to redeemable noncontroling interests
Net income available to Discovery Communications, Inc.

For the Year Ended PBecember 31,2016

(in mitlions}

Non-Guarantor

Other Non-
Guaranter

Reclassifications

Subsidiaries of  Subsidiaries of and Discovery and
Discovery DCH BCL DCL Biscovery Efiminations Subsidiaries
$ — $ — 3 1,963 § 4547 — 8 (13) § 6,497
— — 466 1,970 — [€)) 2,432
14 — 292 1,393 — ©) 1,690
— — 41 281 — — 322
o e 28 30 e o 58
— — (503 (13) — — (63)
14 — 777 3,661 — (13) 4,439
(14} — P.186 886 — — 2,058
1,203 1,203 602 — 302 (3,810) —
— — (332) (21) — — (353}
- — 3) (35) - — (38)
— — 40 (36} — — 4
1,189 1,203 1,493 794 802 (3.810) 1,671
5 (290 (168) (453)
1,194 1,203 1,203 626 802 (3,810) 1,218
— — — — — () )
- — — — — 23) @3
S 1,194 § 1,203 § £203 % 626 3 802 8 (3,834) 8 1,194
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIPATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
For the Year Ended PBecember 31,2015
(in mitlions}

Non-Guarantor

Other Non-
Guaranter

Reclassifications

Subsidiaries of  Subsidiaries of and Discovery and
Discavery DCH BCL DCL Biscovery Efiminations Subsidiaries
Revenues $ — 3 — $ 1,909 $ 4498 % — 8 (13) & 6,304
Costs of revenues, excluding depreciation and amortization — — 500 1,847 — 4 2,343
Selling, general and administrative 15 — 265 1,398 — {9) 1,669
Depreciation and amortization — — 35 295 — — 330
Restructuring and other charges e e 28 22 e o 56
Loss on disposition — — — 17 — — 17
Total costs and expenses 15 — 828 3,579 — (13) 4,409
Operating (loss) income (15} — 1,081 919 — — 1,985
Equity in earnings of subsidiaries 1,044 1,044 505 — 696 (3,289) —
[nterest expense — — (318) (12) — — (330)
Income {losg) from cquity method investees, net —_ —_ 4 3) —_ — i
Other income {expense), net — — 9 {106) — — (97
Income before income taxes 1,029 1.044 1.281 798 696 (3,289) 1,55%
Tncome tax benefi (expense) 5 (237 279 51
Netincome 1,034 1,044 1,044 519 696 (3,289) 1,048
Net income attributable to noncontrolling interests — — — — — () [§D]
Net income atiributable to redeemable noncontroling interests —_ —_ —_ — — {13) (13
Net income available to Discovery Communications, Inc. S 1,034 § j1.044 § 1044 % 319 § 6% § (3,303) § 1,034
123
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIPATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS
For the Year Ended Pecember 31,2014
(in mitlions}

Non-Guarantor

Other Non-

Guaranter Reclassifications

Subsidiaries of  Subsidiaries of and Discovery and
Discovery DCH BCL DCL Biscovery Efiminations Subsidiaries
Revenues $ — 3 — 3 1,871 % 439 § — 8 (2) § 6,265
Costs of revenues, excluding depreciation and amortization — — 454 1,671 — (1) 2,124
Seliing, general and administrative 15 — 223 1,455 — [€))] 1,602
Depreciation and amortization — — 34 295 — — 329
Restructuring and other charges — e i7 73 o - 90
Cain on disposition — — — (31} — — (30
Total costs and expenses 15 — 728 3,463 — (2) 4,204
Operating (loss) income (15} — P.143 933 — — 2,061
Equity in earnings of subsidiaries 1,148 1,148 561 — 765 (3,622) —
[nterest expense — — (319) 9) — — (328)
Income from equity method investees, net — — i0 13 — — 23
Other income {expense), net — — 36 (45} — — (9)
Income before income faxes 1,133 1,148 1431 §92 765 (3,622) 1,747
Tncome tax benefit (expense) G (283) {333) (610}
Netincome 1,139 1,148 1,148 559 765 (3,622) 1,137
Net income attributable to noncontrolling interests — — — — — (2) )
Net loss attributable to redecinable noncontrolling interests — — — — — 4 4
Net income available o Discovery Communications, Inc. S 1139 § 1,148 § 148 § 559§ 765 S (3,620) § 1,139
124
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIPATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME

Net income

Other comprehensive (loss) income, net of (ax:
Currency trapsiation adjustments
Market value adjustments
Derivative adjustments

Comprehensive income

Comprehensive income atiributable to noncontrelling
interests

Comprehensive income attributable to redecmable
noncontrofling interests

Comprehensive income attributable to Discovery
Communications, Inc.

For the Year Ended te Pecember 31,2016
{in millions)

Other Non-
Nen-Guarantor Guaranter Reclassifications
Subsidiaries of  Subsidiaries of and Discovery and
Diseovery DCH DCL. DCI, Biscovery Eliminations Subsidiaries

$ 1,194 8§ 1,203 % 1,203 § 626§ 802 § (3,810) § 1,218
sy (1913 (191) (190} (27 699 191

38 38 38 38 25 (139) 38

24 24 24 22 16 (&6) 24

1,065 1,674 1,074 496 716 (3,336) 1,089
- — — - — m M
23 @3) (23) (23) (15) %4 23

$ 1,042 § 1,051 § 1,051 § 473§ 701 § (3.253) § 1,065
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME
For the Year Ended to Pecember 31,2015

Net income

Other comprehensive (loss) income, net of tax:
Currency transiation adjustments
Muarket value adjustments
Derivative adjustments

Comprehensive income

Comprehensive income attributable to noncontrelling
interests

Comprehensive loss attributable to redeemable
noncontrolling interests

Comprehensive income atizibutable to Discovery
Communications, Inc.

(in mitlions}

Non-Guarantor

Other Non-
Guarantor

Reclassifications

Subsidiaries of  Subsidiaries of and Discovery and

Discovery DCH DCL DCL Biscirvery Eliminations Subsidiarics

b 1,034 § 1,044 % 1,044 8 519 § 696§ {3,289) § 1,048
201) (201) 201) (199) (134) 735 @01
(25 (2%) (25) (25} ) 92 (25)
) 6] () 3 m ¢ m

807 817 817 292 544 (2.456) 821
— - — - — ) ©

23 23 23 23 15 (97) 10

$ 830 § 840 $ 840 8§ 315 % 559 § (2,554) § 830
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATING STATEMENT OF COMPREHENSIVE INCOME

Net income

Other comprehensive income (loss), aet of lax:
Currency trapsiation adjustments
Market value adjustments
Derivative adjustments

Comprehensive income

Comprehensive income atiributable to nonconfrelling
interests

Comprehensive loss attributable to redeemable
nencontrolling interests

Comprehensive income attributable to Discovery
Communications, Inc.

For the Year Ended to December 31,2014
(in mitlions}

Nen-Guarantor
Subsidiaries of

Other Non-
Guaranter Reclassifications
Subsidiaries of and Discovery and

Discovery DPCH DCL DCL. Biscovery Eliminations Subsidiaries

$ 1,139 § 1,148 § 1,148 § 559 § 765§ (3,622) § 1,137
(399) (399) (399) 397) (266) 1,461 (399)
2} @) (2) (2} 2 8 @)
(11) (§53) {11) 10 {7 19 {11)

727 736 736 170 450 (2,134) 725
- — — - — @ @

40 40 40 40 27 (143) 44

$ 767 § 776 % 776§ 210§ 517 § (2,279) § 767
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
For the Year Ended Pecember 31,2016
(in mitlions}

Other Non-
Non-Guarantor Guarantor Reclassifications
Subsidiaries of  Subsidiaries of and Discovery and
Disenvery DCH DCL DCL Diseovery Eliminations Subsidiaries

Operating Activities
Cash (used in) provided by operaling activities 3 27 3 9 S 249 % 1,160 % — $ — 3 1,373
Investing Activities
Payments for investments. net — — (124 (148) — — {272)
Purchases of property and equipment s o (18} 70) e e (88)
Proceeds from dispositions, net of cash disposed — — — 19 — — 19
Distributions from equity methed investees — — — 87 — — 87
Inter-company distributions — — 30 — — (30 —
Other investing activities, net — — — 2) — — @
Cash (used in) provided by investing activities _— - (12 (114) _— {30} {256)
Financing Activities
Commercial paper repayments, net — — (45} — — — (45)
Borrowings under revolving credit facility — — 350 263 — — 613
Principal repayments of revolving eredit facility — — (225} (610) — — {835)
Borrowings from debt, net of discount — — 498 — — — 498
Principal repayments of capital lease obligations — — {5} (23 — — (28)
Repurchases of stock and stock settlements of common stock

repurchase contracts {1,374) — — — — — (1,374)
Prepayments for outstanding common stock repurchase

contracts (57 — — — — — (37)
Distributions to redeemable nencontrolling interests — — — {22) — — {22)
Equity-based plan payments, not 46 - - 46
Hedge of borrowings from debt instruments — — 40 — — — 40
Inter-company distributions e - {30) 30 e
Inter-company contributions and other financing activities, net 1,412 9 (733} (701) — — (13)
Cash provided by (used in) financing activities 27 9 (120} (1.123) — 30 (1LE77)
Effect of exchange rate changes on cash and cash equivalents — — — (30) — — 30)
Net change in cash and cash equivalenss 17 (107) 90)
Cash and cash equivalents, beginning of period — — 3 387 — — 390
Cash and cash equivalents, end of period % — % — 8 20 % 280 % — % — 3 300
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS
For the Year Ended Pecember 31,2015
(in mitlions}

Other Non-
Non-Guarantor Guarantor Reclassifications
Subsidiaries of  Subsidiaries of and Discovery and
Disenvery DCH DCL DCL Diseovery Eliminations Subsidiaries

Operating Activities
Cash (used in) provided by operaling activities 3 (134) § (i5) S 422 % 1,004 % — $ — 3 1,277
Investing Activities
Payments for investments. net — — (10} (262) — — {272)
Purchases of property and equipment — e (17 ®6) e e (103)
Business acquisitions, net of cash acquired — — — {80) — — (80)
Payments for derivative instruments — — (11} 2 — — (€]
Proceeds from dispositions, net of cash dispesed — — — 61 — — 61
Distributions from equity method investees — — — 87 — — 87
Inter-company distributions e - 37 - - 37
Other investing activifies, net

— — — is — — 15
Cash (used in) provided by investing activities — — (1 (263) — (37) {301)
Financing Activities
Commercial paper borrowings, net — — (136} — — — {136)
Borrowings under revolving credit facility — — — 1,016 — — 1,016
Principal repayments of revolving eredit facility — — 13y (252) — — {265)
Borrowings from debt, net of discount — — 936 — — — 936
Principal repayments of debt — — (849} — — — {849)
Principal repayments of capital lease obligations — — (5} {22) — — 27)
Repurchases of stock (951) e - {951)
Purchase of redeemable noncontrolling interests — — — (548) — — {548)
Distributions to redeemable noncontrolling interests e o . {42) e . (42)
Equity-based ptan proceeds, net 6 — — — — — 6
Hedge of borrowings from debt instruments — — (29} — — — 29)
Inter-company distributions - — — (37) — 37 —
Tnter-company contributions and other financing activities, net 1,679 15 (330} (777) — — (13)
Cash provided by (used in) financing activitics 134 15 (426} (662) — 37 (902)
Effect of exchange rate changes on cash and cash equivalents  ~ — - {51 - (51
Net change in cash and cash equivalents [ s (5} 28 — — 23
Cash and cash equivalents, beginning of period — — 8 359 — — 367
Cash and cash equivalents, end of pericd $ — 5 — S 38 387 § — 5 — 5 390
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Operating Activities

Cash provided by (used in) operaling activities
Investing Activities

Payments for investrnents. net

Purchases of property and equipment

Business acquisitions, net of cush acquired
Proceeds from disposition, net of cash acquired
Distributions from equity method investees
Other investing activities, net

Cash used in investing activities

Financing Activities

Commercial paper borrowings, net
Borrowings under revolving credit facility
Principal repayments of revolving eredit facility
Borrowings from debt, net of discount
Principal repayments of capital lease obligations
Repurchases of stock

Distributions to redeemable noncontrolling interests

Equity-based plan proceeds, net

[nter-company contributions and other finuncing activities, net

Cash (used in) provided by financing activities

DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSQLIDATING STATEMENT OF CASH FLOWS
For the Year Ended Pecember 31,2014

(in mitlions}

Non-Guaranter

Subsidiaries of

Other Non-
Guarantor Rectassifications
Subsidiaries of and Discovery and

Effect of exchange rate changes on cash and cash equivalents — —

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

Discovery DCH DCL DCL Discovery Eliminations Subsidiaries
S It s (17) § 269 8 955§ — 3 — 8 1,318
— — (5) (175) — — (130}
B (16) IS1L7) T— - (120)
— — (64} (308) — — (372)

— — — 45 — — 45

— — — 61 — — 61
- — — 2) — — @
(853 (483) (568)

— — 229 — — — 229

— — 553 145 — — 698
— — {540) (120) — — (660)

— — 415 — — — 415
_ — (4} (15) — — (19}
(1,422) — — — — — (1,422)
— - @ — — @

44 — — — — — 44
1.267 17 {952) (349) (17
a1y 17 (299) (341) = - (734)
— (57) — — 575
— — (113) 74 — — (1)

rrrrrr 123 285 408

3 — § — 3 8 3 359 § — § — § 367
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ITEM 9. Changes in and Disagreements With Accountanis on Accounting and Financiaf Disclosure,

None,

ITEM %A. Contrels and Procedures.
Evaluation of Disclosure Controls and Procedures

Cur management, with the participation of our Chief Executive Officer and Chief Financizl Officer. has evaluated the effectiveness of our disclosure
controls and procedures as of December 31, 2016, The term “disclosure controls and procedures,” as defined in Rules F3a-15(e) and 15d-15(e) of the
Exchange Act of 1934, as amended (the “Exchange Act™), means controls and other procedures ofa company that are designed to ensure that information
required to be disclosed by a company in the reports that it files or submits under the Exchange Act is recorded. processed, summatized and reported, within
the time periods specified in the SEC’s rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to
ensure that information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated and
communicated to the company’s management, including its principal executive and principal financial officers, or persons performing similar functions, as
appropriate to allow timely decisions regarding required disclosure. Management recognizes that any controls and procedures, no matter how well designed
and operated, can provide only reasonable assurance of achieving their objectives and management necessarily applies its judgment i evaluating the cost-
benefit relationship of possible controls and procedures. Based on the evaluation of our disclosure controls and procedures as of December 31,2016, our
Chief Executive Officer and Chief Financial Officer concluded that, as of such date, our disclosure controls and procedures were effective at the reasonable
assurance level.

Management’s Annual Report on Internal Control Over Financial Reporting

Management’s report on intemal control over financial reporting is set forth in Item § of this Annuzl Report on Form 10-K under the caption
“Management’s Report on Internal Control over Financial Reporting,” which is incorporated herein by reference.

Attestation Report of the Independent Registered Public Accounting Firm

The attestation report of our independent registered public accounting firm regarding interal control over financial reporting is set forth in Item 8 of
this Annual Report on Form ]0-K under the caption “Report of Independent Registered Public Accounting Firm,” which is incorporated herein by reference.
Changes in Internal Control Over Financial Reporting

During the quarter ended December 31, 2016, there were no changes in our intemal control over financial reporting, as defined in Exchange Act Rule
13a-15(f), that have materially aflected, or are reasonably likely to materially affect, our intemat contret over financial reporting.
ITEM 9B. Gther Information.

None.
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PART IL¥

Certain information required in ftem 10 through ltem 14 of Part Il] of this Annual Report on Form 10-K is incorporated herein by reference to our
definitive Proxy Statement for our 2017 Annual Meeting of Stockholders {*2017 Proxy Statement™), which shall be filed with the SEC pursuant to
Regulation 14A of the Exchange Act within 120 days of our fiscal year end.

ITEM 10. Directors, Executive Officers and Corporate Governance,

Information regarding our directors, compliance with Section 164a) of the Exchange Act, and our Andit Committee, including committee members and
its financial expert, will be set forth in our 2017 Proxy Statement under the captions “Proposal 1: Election of Directors,” “Section 16(a) Beneficial Ownership
Reporting Compliance,” and “Corporate Governance — Committees of the Board of Directers — Audit Committee.” respectively, which are incorporated
herein by reference.

Information regarding our exccutive officers is sct forth in Part 1 of this Annual Report on Form 10-K under the caption “Execusive Officers of
Discovery Communications, Inc.” as permitted by General Instruction G(3) to Form 10-K.

We have adopted a Code of Business Conduct and Ethics (the “Code™) that is applicable to all of our directors, officers and employees. Our Board of
Directors approved the Code in September 2008 and reviews it regularly. A copy of the Code and any amendments or waivers that would be required to be
disclosed under appiicable SEC rules arc available free of charge at the investor relations section of our website, www.discoverycommunications.com. In
addition, we will provide a printed copy of the Code, fiee of charge, upon written request to: Investor Relations, Discovery Communications, Inc., 850 Third
Avenue, 8th Floor, New York, NY 10022-7225.

ITEM (1. Executive Compensation.

Information regarding cxecutive compensation will be set forth in our 2017 Proxy Statement under the captions “Compensation Discussion and
Analysis” and “Executive Compensation,” which are incorporated herein by reference.

Information regarding compensation policies and practices as they relate to our risk management, director ecompensation, and compensation committee
interlocks and insider participation will be set forth in our 2017 Proxy Statement under the captions “Risk Considerations in our Compensation Programs,”
“Board Compensation.” and “Corporate Governance — Committees of the Board of Directors — Cempensation Committee,” respectively, which are
incorporated herein by reference.

Information regarding compensation committee reports will be set forth in our 2017 Proxy Statement under the captions “Report of the Compensation
Committee” and “Report of the Equity Compensation Subcommittee of the Compensation Committee,” which are incorpoerated herein by reference.

ITEM 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

Information regarding securities authorized for issuance under equity compensation plans will be set forth in our 2017 Proxy Statement under the
caption “Securities Authorized for [ssuance Under Equity Compensation Plans,” which is incorporated herein by reference.

Information regarding security ownership of certain beneficial owners and management will be set forth in our 2017 Proxy Statement under the
captions “Security Ownership Information of Certain Beneficial Owners and Management of Discovery — Security Ownership of Certain Beneficial Owners of
Discovery” and “Security Ownership Information of Certain Beneficial Owners and Management of Discovery — Security Ownership of Discovery
Management,” which arc incorporated hercin by reference.

ITEM 13. Certain Relationships and Related Transactions, and Director Independence.

Information regarding certain relationships and related transactions, and director independence will be set forth in our 2017 Proxy Statement under the
captions “Cerlain Relationships and Related Person Transactions,” “Policy Governing Related Person Transactions,” and “Corporate Governance — Director
Independence,” respectively, which are incorporated herein by reference.

ITEM I4. Principal Accountant Fees and Services.

Information regarding principal accountant fees and services will be set forth in our 2017 Proxy Statement under the captions “Ratification of
Appointment of Independent Registered Public Accounting Firm — Description of Fees” and “Ratification of Appointment of Independent Registered Public
Accounting Firm - Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of lndependent Registered Public Accounting
Firm,” which are incorporated herein by reference.
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PART IV

ITEM 15. Exhibits and Financial Statement Schedules.
The following documents are filed as part of this Annual Report on Form 10-K:

1. The following consolidated financial statements of Discovery Communications, Inc. are filed as part of llem 8 of this Annual Report on Form 10-K:

Consolidated Balance Sheets as of December 31, 2016 and 2015,

Consolidated Statements of Operations for the Years Ended December 31, 2016,2015 and 2014

Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2016,
2015 and 2014,

Consolidated Statements of Cash Flows forthe Years Ended December 31,.2016,2015 and 2014,

Congolidared Sratements of Fauiry forrhe Yearm Fnded December 31,2016, 2015 and 2014

Notes to Consolidated Fmaneral Statements

Page

9

2. All financial starement schedules required wo he filed pursuant to Item 8 and Item 15(c) of Forn 10-K fuve been omined as the required information

15 not apphcﬂhic, not material, or i1s sel forth in the consodidated financial statements or notes thereto

3. The fotlowing exhibirg are filed or fumighad as parr of this Annual Report on Form 10-K pursuant to Trem 601 of SEC Reguiation S-K and Item 15(b)

of Form 10-K:

ITEM 16. Form 10-K Summary

Not Applicable.
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Exhibit Ne.

3.1

4.1

42

4.3

44

4.5

4.6

4.7

4.8

4.9

4.10

4.11

412

EXHIBITS INDEX

Pescription

Form of Restated Certificate of Incorporation {incorporated by reference to Exhibit 3.1 to Amendment No. 2
to the Registration Statement on Form S-4, SEC File No. 333-151586 (“Amendment No. 2™))

Bylaws (incorporated by reference to Exhibit 3.2 to the Form 8-K fited on November 16, 2009 (SEC File No.
001-34177))

Specimen certificate for shares of the Registrant’s Series A common stock, par value $.01 per share
(incorporated by reference to Exhibit 4.1 to the Registration Statement on Form S4, SEC File Ne, 333-
151586 (the “Registration Statemnent™)}

Specimen certificate for shares of the Registrant’s Series B common stock, par value $.01 per share
(incorporated by reference 1o Exhibit 4.2 1o the Registration Statement (SEC File No. 333-151586))

Specimen certificate for shares of the Registrant’s Series C common stock, par value §.01 per share
(incorporated by reference to Exhibit 4.3 to the Registration Statement (SEC File No.333-151586))

Form of Registration Rights Agreement, by and between Discovery Communications, Inc. and
Advance/Newhouse content Parinership (incorporated by reference to Exhibit 4.4 to the Registration
Statement (SEC 333-151586))

Form of Rights Agreement, by and between Discovery Communicatiens, Ine. and Computershare Trust
Company, N.A., as rights agent (incorporated by reference to Exhibit 4.5 to the Registration Statement (SEC
File No. 333-151586))

Amendment No. 1 to Rights Agreement between Discovery Communications, Inc. and Computershare Trust
Company, N.A. dated Becember |0, 2008 (incorporated by reference to Exhibit 4.1 to the Form 8-K filed on
December 11,2008 (SEC File No. 001-34177))

Indenture dated as of August 19, 2009 among Discovery Communications, LLC, Discovery
Commuuications, Inc. and U.S. Bank National Association, as trustee {incorporated by reference to Exhibit
4.1 to the Form 8-K filed on August 19, 2009 (SEC File No. 001-34177))

Supplemental Indenture dated as of August 19,2009 among Discovery Communications, LLC, Discovery
Communications, Inc. and U.S. Bank National Association, as trustee {incorporated by reference to Exhibit
4.2 to the Form 8-K filed on August 19, 2009 (SEC File No. 001-34177))

Second Supplemental Indenture dated as of June 3, 2010, among Discovery Communications LLC,
Discovery Communications, Inc. and U.S. Bank National Association, as trustee (incorporated by reference
to Exhibit 4.] to the Form 8-K filed on June 3, 2010 (SEC File No, 001-34177))

Third Supplemental Indenture, dated as of June 20, 2011, among Discovery Communtcations, LLC,
Discovery Communications, Inc. and U.S. Bank National Associatios, as trustee (incorporated by reference
to Exhibit 4.1 to the Form §-K filed on June 21,2011 (SEC File No. 001-34177)

Fourth Supplemental Indenture, dated as of May 17,2012, among Discovery Communications, LLC,
Discovery Communications, Inc. and U.S. Bank National Associatios, as trustee (incorporated by reference

to Exhibit 4.1 to the Form 8-K filed on May 17,2012 (SEC File No. 001-34177))

Fifth Supplemental Indenture, dated as of March 19,2013, ameng Discovery Communications, LLC,
Discovery Communications, Inc. and U.S. Bank National Associatios, as trustee (incorporated by refesence
10 Exhibit 4.1 to the Form 8-K filed on March 19, 2013 (SEC File No. 001-34177))
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4.14

4.15

4.16

4.17

102

104

10.5

10.6

10.7

EXHIBITS INDEX

Pescription

Sixth Supplemental Indenture, dated as of March 7, 2014, among Discovery Communications, LLC,
Discovery Communications, Inc., U.S. Bank National Association, as trustee and Evalon Financial Services
Limited, UK Branch, as London Paying Agent (incorporated by reference to Exhibit 4.1 to the Form 8-K/A
filed on March 7, 2014 {SEC File No. 001-34177))

Seventh Supplemental Indenture, dated March 2, 2015, among Discovery Communications, LLC, Discovery
Communications, Inc. and U.S. Bank National Association, as Trustee {incorporated by reference to Exhibit
4.1 to the Form 8-K filed on March 2, 2015 (SEC File No. 001-34177))

Eighth Supplemental Indenture, dated March 19,2015, among Discovery Communications, LLC, Discovery
Communications, Inc., U.S. Bank National Association, as Trustee, and Elavon Financial Services Limited,
UK Branch, as London Paying Agent (incorporated by reference to Exhibit 4.1 to the Form 8-K filed on
March 19,2015 {SEC File No. 001-34177)}

Ninth Supplemental Indenture, dated March 11,2016, among Discovery Communicatiens, LLC, Discovery
Communications, Inc. and U.S. Bank National Association, as Trustee {incorporated by reference to Exhibit
4.1 to the Form 8-K filed on March 11,2016 {SEC File No. 001-34177)

Amended and Restated Credit Agreement, dated February 4, 2016, among Discovery Communtcations, LLC
("DCL™), certain wholly-owned subsidiaries 0of DCL, Discovery Communications, Inc., as Facility Guarantor,
the fenders from time to time party thereto, and Bank of America, N.A., as Administrative Agent, Swing Line
Lenderand L/C Lender (incorporated by reference to Exhibit 4.1 to the Form 8-K filed on February 35,2016
(SEC File No. 001-34177))

Discovery Communications U.S. Executive Relocation Policy (incorporated by reference to Exhibit 101 to
the Registration Statement (SEC File No. 333-151586))*

Discovery Communications Executive Benetit Summary {incorporated by reference to Exhibit 10.2 to the
Registration Statement {SEC File No. 333-151586)¥*

Biscovery Communications Incentive Compensation Plan (incorporated by reference to Exhibit 10.3 to the
Registration Statement (SEC File No. 333-151586)y*

Amended and Restated Discovery Communications, LLC Supplemental Deferred Compensation Plan
(incorporated by reference to Exhibit 10.1 to the Form 8-K filed on November 19, 2009 (SEC File Ne. 001~
34177

Amended and Restated Discovery Appreciation Plan (incorporated by reference to Exhibit 10.8 to the Form
8-K filed on October 7, 2008 (SEC File No. 001-34177)*

Biscovery Communications, Inc. 2005 Incentive Plan (As Amended and Restated) (incorporated by
reference to Exhibit 10.6 to Amendment No. 2 (SEC File No. 333-151586))*

2011 Employee Stock Purchase Plan {incorporated by reference to Exhibit 99.1 to the Form 8-K filed on
May 19,2011 (SEC File No, 001-34177})*

Discovery Communications, Inc. 2013 Incentive Plan (incorporated by reference to Exhibit 16.1 to the Form
8-K filed on May 16,2013 (SEC File No. 001-34177))*
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10.9 Discovery Communications, Inc. 2005 Non-Employee Director lncentive Pian {As Amended and Restated
Effective May 20, 201 5) (incorporated by reference to Exhibit 101 to the Form 8-K filed on May 22,2015
(SEC File No. 001-34177))*
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10,10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

1018

1019

10.20

10.21

1022

EXHIBITS INDEX

Pescription

Discovery Holding Company Transitional Stock Adjustment Plan {As Amended and Restated Effective
August 15, 2007) (incorporated by reference to Exhibit 10.3 to the Quarterly Report on Form 10-Q of
Discovery Holding Company for the quarter ended September 30, 2007 (SEC File No. 000-51205) as filed
on November 7, 2007)*

Form of Stock Option Agreement (incorporated by reference to Exhibit 10.5 to the Form 8-K filed on
Getober 7, 2008 (SEC File No. 001-34177)*

Form of 7-year Stock Appreciation Right Agreement (incorporated by reference to Exhibit 10.7 to the Form
§-K filed on October 7, 2008 (SEC File No. 001-34177))*

Form of Stock Option Agreement (incomporated by reference to Exhibit 99.1 to the Form 8-K filed on
March 9, 2009 {SEC File No. 001-34177yy*

Form of Restricted Stock Unit Grant Agreement (incorporated by reference to Exhibit 10.1 to the Form 10-Q
filed on August 4, 2009 (SEC File No. 001-34177)*

Form of Performance Restricted Stock Agreement (incorporated by reference te Exhibit 10.26 to the Form
10-K filed on February 22, 2010 (SEC File No, 001-34177))*

Form of Nenqualified Stock Option Grant Agreement (incorporated by reference to Exhibit 10.27 to the
Form 10-K fiied on February 22, 2010 (SEC File No. 001-34177)3)*

Form of Cash-Settied Stock Appreciation Right Agreement (incorporated by reference to Exhibit 10.28 to
the Form 10-K filed on February 22, 2010 {SEC File No. 001-34177))*

Form of Restricted Stock Unit Grant Agreement (incorporated by reference to Exhibit 10.29 to the Form 10-
K filed on February 22,2010 (SEC File No. 001-34177)y*

Form of Performance Restricted Stock Unit Grant Agreement (incorporated by reference to Exhibit 10.1 to
the Form 8-K filed on March 1, 2011 (SEC Fike No. 001-34177)*

Form of Restricted Stock Unit Grant Agreement (incorporated by reference to Exhibit 10.2 to the Form 8-K
filed on March 1, 2011 {SEC File No. 001-34177))*

Form of Stock Appreciation Right Grant Agreement (incorporated by reference to Exhibit 10.3 to the Form
8-K filed on March 1, 2011 (SEC File No. 001-34177))*

Form of Non-Qualified Stock Option Grant Agreement (incorporated by reference to Exhibit 10.4 to the
Form 8-K filed on March 1,201 ] (SEC File No, 001-34177))*
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10.23 Form of David Zasiav Cash-Scttled Stock Appreciation Award Agreement {incorperated by reference to
Exhibit 10.2 to the Form 8-K filed on December 21, 2011 {(SEC File No. 001-34177)*

10.24 Form of Discovery Performance Equity Program Nonqualified Stock Option Agreement for Employees
(incorporated by reference to Exhibit 10.2 to the Form §-K filed on May 16, 2613 (SEC File No, 001-
34177
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Exhibit No.

10.26

10.28

10.29

10.30

1632

1033

10.34

10.35

1036

1038

EXHIBITS INDEX

Pescription

Form of Discovery Communications, Inc. Restricted Stock Unit Agreement for Employecs {incorporated by
reference to Exhibit 10.3 to the Form 8-K filed on May 16,2013 (SEC File No. 001-34177))*

Form of Discovery Communications, Inc. Perfotmance Restricted Stock Unit Grant Agreement for
Employees (incorporated by reference to Exhibit 10.4 to the Form 8-K filed on May 16, 2013 (SEC File No.
001-34177))*

Form of Discovery Performance Equity Program Cash-Settied Stock Appreciation Right Agreement for
Employees (incorporated by reference to Exhibit 10.5 of the Form 8-K filed on May 16,2013 (SEC File No.
001-34177))*

Form of Special Stock Appreciation Right Award Agreement (incorporated by reference to Exhibit 10.1 to
the Form 8-K filed on January 3, 2014 (SEC File No. 001-34177)

Form of David Zaslav One Year Performance Restricted Stock Unit (PRSU} Grant Agreement (incorporated
by reference to Exhibit 10.45 to the Form 16-K filed on February 20, 2014 (SEC File Ne. 001-34177))*

Form of David Zastav Thrce Year Performance Restricted Stock Unit (PRSU) Grant Agrecment (incerporated
by reference to Exhibit 10.46 to the Form 10-K filed on February 20, 2014 (SEC File No. 001-34177))*

Form of Stock Dividend Related Restricted Stock Unit Grant Agreement (incorporated by reference to
Exhibit 10.2 to the Form 10-Q filed on July 31, 2014 {SEC File No. 901-34177)*

Form of Stock Dividend Related Perfonmance Restricted Stock Unit Grant Agreement (incorporated by
reference to Exhibit 10.3 to the Form 10-Q filed on July 31, 2014 {SEC File No. 001-34177))*

Form of Stock Dividend Related Stock Appreciation Right Agreement (incorporated by reference to Exhibit
104 to the Form 10-Q filed on July 31,2014 (SEC File No. 001-34177))*

Form of Stock Dividend Related Nonqualified Stock Option Grant Agreement (incormporated by reference to
Exhibit 10.5 to the Form 10-Q filed on July 31, 2014 {SEC File No. 001-34177)¥*

Form of David Zaslav's Stock Dividend Related Discovery Appreciation Plan Letter (incorporated by
reference to Exhibit 10.6 to the Form 10-Q filed on July 31,2014 (SEC File No. 001-34177))*

Form of David Zaslav's Stock Pividend Related Performance Restricied Stock Unit Grant Agreement
(incorporated by reference to Exhibit 10.7 to the Form 10+ filed on July 31, 2014 (SEC File No. 001~
34177y

Form of David Zaslav's Stock Dividend Related Stock Appreciation Right Agreement {or Pre-20 14 Awards
(incorporated by reference to Exhibit 10.8 to the Form 10-Q filed on July 31,2014 (SEC File No. 001~
417Ny

Form of David Zaslav's Stock Dividend Related Steck Appreciation Right Agreement for the 2014 Award
(incorporated by reference to Exhibit 10.9 to the Form 10-Q filed on July 31,2014 (SEC File No. 00}-
34177)*
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10.39 Employment Agreement, dated as of November 28, 2006, between David Zaslav and Discovery
Communications, Inc. (incorporated by reference to Exhibit 10.9 to Amendment No. | to the Registration
Statement on Form S-4, SEC File No. 333-151586 (“Amendment No. 17))*
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10.41

10.42

1043

10.44

1045

1046

10.47

1048

1049

10.50

EXHIBITS INDEX

Pescription

Addendum to Employment Agreement dated September 9, 2009 between David Zaslav and Discovery
Communications, Inc. (incorporated by reference to Exhibit 10.2 to the Form 10-Q filed on November 3,
2009 (SEC File No. 001-34177))*

Second Addendum to Employment Agreement dated December 15, 201 1 between David Zaslav and
Discovery Communications, Inc. (incorporated by reference to Exhibit 16.1 to the Form 8-K filed on
December21, 2011 (SEC File No. 001-34177))*

Employment Agreement between Discovery Communications, Ine. and David Zaslav dated January 2, 2014
(incorporated by reference to Exhibit 10.44 to the Form 10-K filed on February 20, 2014 (SEC File No. 001-
34177

Amended and Restated Empioyment Agreement, dated as of July 21, 2010, between Bruce Campbell and
Discovery Communications, LLC (incorporated by reference to Exhibit 10,1 to the Form 10-Q filed on
November 2, 2010 (SEC File No. 001-3417T)y*

First Amendment to Employment Agreement, dated as of July 31, 2014, between Bruce Campbell and
Discovery Communications, LLC (incorporated by reference to Exhibit 10.1 to the Form 10-Q filed on
November 4, 2014 (SEC File No. 001-34177)*

Employment Agreement, dated as of August §, 2014, between Bruce Campbell and Discovery
Communications, LLC (incorporated by reference to Exhibit 10.2 to the Form 10-Q fited on November 4,
2014 (SEC File No. 001-34177))*

Ameadment to Employment Agreement, dated September 24, 2015, between Bruce Campbell and Discovery
Communications, LLC {incorporated by reference to Exhibit 10.1 to the Form 10-Q fited on November 3,
2015 (SEC File No.001-34177)*

Employment Agreement dated as of January 9, 2012 between Andrew Warren and Discovery
Communications, LLC (incorporated by reference to Exhibit 10.1 to the Form 10-Q fifed on May 8, 2012
(SEC File No. 001-34177))*

Amendment to Employment Agreement dated as of June 1, 2012 between Andrew Warren and Discovery
Communications, LLC {incorporated by reference to Exhibit 10.33 to the Form 10-K/A filed on February 19,
2013 (SEC File No. 001-34177))%

Employment Agreement, dated as of September 18, 2014, between Andrew Warren and Discovery
Communications, LLC (incorporated by reference to Exhibit 10.4 to the Form 10-Q filed on November 4,
2014 (SEC File No. 001-34177))*

Amendment to Employment Agreement, dated February 22, 2016, between Andrew Warren and Discovery
Communications, LLC {incorporated by reference to Exhibit 10.1 to the Form 8-K fited on February 23,
2016 (SEC File No. 001-34177)*
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10,51

10.52

10.53

10.54

10.56

10.57

10.58

10.5%

21

23

311

EXHIBITS INDEX

Pescription

Amendment to Employment Agreement, dated September 30, 2016, between Andrew Warren and Discovery
Communications, LLC {incorporated by reference to Exhibit 10.1 to the Form 10-Q filed on November 1,
2016 (SEC File No. 001-34177))*

Ameandment 1o Employment Agreement, dated January 18,2017, between Andrew Warren and Discovery
Communications, LLC {filed herewith)*

Employment Agreement, dated January 14, 2014, between Jean-Briac Perrette and Discovery
Communications, LLC {(incorporated by reference to Exhibit 10.54 to the Form 10-K fited on February 19,
2015 (SEC File No. 001-34177))*

Employment Agreement, dated June 13, 2016, between Jean-Briac Perrette and Discovery Corporate
Services Limited (incorporated by reference to Exhibit 10.1 to the Form 10-Q filed on August 2, 2016 (SEC
File No. 001-34177))%

Employment Agreement, dated as of March 1, 2014 between Adria Alpert Romm and Discovery
Communications, LLC {incomporated by reference to Exhibit 19.1 to the Form 10-Q fited on May 5,2015
(SEC File No. 001-34177))*

Amendment to Employment Agreement, dated October 11, 2016, between Adria Alpert Romm and
Discovery Communications, LLC (incorporated by reference to Exlnbit 10.3 to the Form 10-Q filed on
November 1, 2016 (SEC File No. 001-34177)*

Form of Escrow Agreement, by and among Discovery Communications, Inc., Advance/Newhouse
Programming Partnership, and the escrow agent (incorporated by reference to Exhibit 10.17 to Amendment
No. 2 (SEC File No. 333-151586))

Share Repurchase Agreement, entered inte as of May 22,2014, by and between Discovery Communications,
Inc. and Advance/Newhouse Programming Partnership (incorporated by reference to Exhibit 10.1 to the
Form 8-K filed on May 22, 2014 (SEC File No. 001-34177))

Letter Amendment, dated August 25, 2014, between Discovery Communications, Inc. and
Advance/Newhouse Programming Partnership (incorporated by reference to Exhibit 10.1 to the Form 8-K.
filed on August 26,2014 (SEC File No. 001-34177))

Computation of Ratio of Earnings to Fixed Charges and Ratic of Eamings to Combined Fixed Charges and
Preferred Stock Dividends (filed herewith)

Discovery Communications, Inc. Code of Ethics (incorporated by reference to Exhibit 14.1 to the Form 8-K
filed on Aprii 30, 2012 {(SEC File No. 001-34177})

List of Subsidiaries of Discovery Communications, Inc. (filed herewith)

Consent of Independent Registered Public Accounting Firn {filed herewith}

Centification of Chief Executive Officer Pursuant to Rule 13a-14(a) and Rule 1 8d-14{a) of the Securities
Exchange Act of 1934, as Amended, as Adopted Pursuani 10 Section 302 of the Sarbares-Oxley Act 02002
(filed herewith)

Certification of Chief Financial Officer Pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the Sccuritics
Exchange Act of 1934, as Amended, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act 072002
(filed herewith)
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321 Centification of Chief Executive Officer Pursuant to 18 US.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 (furnished herewith)

322 Centification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopied Parsuant to
Section 906 of the Sarbanes-Oxley Act of 2002 (fumished herewith)
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101.INS

161.SCH

101.CAL

101.DEF

1G61.LAB

101.PRE

EXHIBITS INDEX

Pescription

XBRL Instance Documenit

XBRL Taxonomy Extension Schema Documentt

XBRL Taxonomy Extension Calculation Linkbase Documentt

XBRL Taxonomy Extension Definition Linkbase Documentt

XBRL Taxonomy Extension Label Linkbase Documentt

XBRL Taxonomy Extension Presentation Linkbase Document?

* Indicates management contract or compensatory plan, contract or arrangement.

tAttached as Exhibit 101 to this Annual Report on Form 10-K are the following formatted in XBRL (Extensible Business Reporting Languagey: (i)

Conselidated Balance Sheets as of December 31, 2016 and December 31, 2013, (ii) Consolidated Statements of Operations for the Years Ended December 31,
2016, 2015, and 2014, (iii) Consolidated Statements of Cash Flows for the Years Ended December 31, 2016,2015, and 2014, (iv) Consolidated Statements of

Equity for the Years Ended December 31,2016, 2015, and 2014, and (v) Notes to Consolidated Financial Statements.

140

01.11.2020 kI 02:57

Brgnngysundregistrene

Side 67 av 188



Brgnngysundregistrene Arsregnskap regnskapséaret 2016 for 914493420

SIGNATURES

Pursuant to the requirements of Section 13 or 15{d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalfby the undersigned, thercunto duly authorized.

DISCOVERY COMMUNICATIONS, INC.
(Registrant)

Date: February 14,2017 By: /s/ David M. Zaslav
David M. Zaslav
President and Chief Executive Officer
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Pursuant to the reguirements of the Securities Exchange Act of 1934, this report has been signed helow by the following persons on behalfofthe
registrant and in the capacities and on the date indicated.

Signature Title Date
fs/ David M. Zaslav President and Chief Executive Officer, and Director February 14,2017
David M. Zaslav (Principal Executive Officer)

s/ Andrew Warren February 14,2017

Senior Executive Vice President and

Andrew Warren Chief Financial Officer (Principal Financial Officer)
s/ Kurt T, Wehner Executive Vice President and Chiel Accounting February 14,2017
Kurt T. Wehner Officer

(Principal Accounting Officer)

s/ 8. Decker Anstrom Director February 14,2017
S. Decker Anstrom

s/ Robert R. Beek Director February 14,2017
Robert R. Beck

s/ Robert R. Bennett Dircctor Febroary 14,2017
Robert R. Bennett

s/ Paui A. Gouid Dircctor February 14,2017
Paul A. Gould

fsf John C. Malone Dircctor February 14,2017
John C. Malone

s/ Robert I, Miron Director February 14,2017
Robert J. Miron

s/ Steven A Miron Dircctor February 14,2017
Steven A, Miron

/s/ M. LaVoy Robison Director February 14,2017
M. LaVoy Robison

s/ Susan M., Swain Director February 14,2017

Susan M. Swain

s/ §. David Wargo Director February 14,2017
J. David Wargo
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Consclidated Year Ended December 31,
% Change % Change
2015 20614 (Reported) (ex-FX)

Revenues:

Distribution 3 3068 % 2.842 8 % 9%

Advertising 3,004 3,089 (3)% 1%

Other 322 334 (4% (2)%
Total revenues 6,394 6,265 2% 4%
Costs of revenue, excluding depreciation and amortization 2343 2.124 10 % 15 %
Selling, general and administrative expense 1,669 1.661 — % 3%
Add: Amoertization of deferred launch incentives 16 11 45 % 36 %
Adjusted OIBDA 3 2398 % 2,491 (4)% 4%
Internationai Networks Year Ended December 31,

% Change % Change
2015 2014 (Reported) (ex-FX)

Revenues:

Distribution $ 1,637 8 1,553 5% 7%

Advertising 1,353 1,483 &% 2 %

Other 102 121 {16)% (1%
Total revenues 3,002 3,157 (2o 2%
Costs of revenue, excluding depreciation and amortization 1,375 1,250 10% 19%
Sclling, gencral and administrative expenses 772 794 3% 2%
Add: Amortization of deferred launch inceatives 16 il 45 % 36 %
Adjusted OIBDA $ 961 % 1,124 {15% (16)%
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Newly Acquired Businesses

On May 30, 2014, we acquired a contrelling interest in Eurosport Intemational. On March 31, 2015, we acquired a controlling interest in Eurosport France
and integrated the business into Eurosport International, collectively referred to as Eurosport. (See Note 3 to the accompanying consolidated financial
statements.) We included the operations of Eurosport Intemational and Eurosport France in our consolidated financial statements as of thetr respective
acquisition dates. As a resull, Eurosport has impacted the comparability of our results of operations between 2015 and 2014, Accordingly, to assist the reader
in understanding the changes in our resuits of operations, the results of operations for the years ended December 31,2015 and 2014 exctuding Eurospert are
presented in the tables below {in millions). The results of operations for Eurosport de not reflect the synergies from increased pan-European market
penetration, which are reflected in the total Company excluding Furosport amounis. Adjustments for Discovery Family, which was acquired oo September
23,2014, the Company's radio business in Northern Europe, which was disposed ofon June 30, 2015, and other tess significant acquisitions made during
2015 and 2014, were not made in the comparability tables as their results did not materially impact the comparability of operations, except as otherwise
noted within this item. Adjusted OIBDA is defined and a reconciliation to operating income is presented below in "Segment Results of Operations — 2015 vs.

2014
Consolidated Year Ended December 31,
2015 2014
Total Total Total Tatal % Change
Company As Company Ex-  Company As Company Ex- Ex-
Reported Euarosport Euroesport Reported Eurosport Eurosport Eurospert
Revenues:
Distribution S 3,068 § 354§ 2,714 § 2842 8 198§ 2,644 3%
Advertising 3,004 98 2,906 3,089 69 3,020 4
Other 322 55 267 334 63 271 (1)
Total Revenues 5 6,394 § 507 § 5887 § 6,265 § 330§ 5,935 (1%
Adjusted OIBDA 5 2398 § 37§ 2,361 $ 2491 $ 68 § 2,423 [€3:
Internationai Ycear Ended Decemtber 31,
Networks 2015 2014
International International  International International % Change
Networks As Networks Ex- Netwerks Netwerks Fx- Ex-
Reported Euresport Euresport As Reported Lurosport Eurosport Eurespert
Revenues:
Distribution k3 1,637 § 354 S 1,283 § 1553 § 198 8 1,353 (3%
Advertising 1,353 98 1,255 1,483 69 1414 an%
QOther 102 55 47 121 63 58 (19)%
Total Revenues $ 3092 % 507 $ 2,585 $ 3,157 8§ 330 $ 2,827 (N%
Adjusted OIBDA $ 961 $ 37§ 924 % 1.124 & 68 § 1,056 (13)%

There are o other items impacting comparability.

LIQUIDITY AND CAPITAL RESOURCES
Liquidity
Seurces of Cash

Historically, we have generated a significant amount of cash from operations. During the vear ended December 31, 2016, we funded our working capital
needs primarily through cash flows from operations. As of December 31, 2016, we had $300 million of cash and cash equivalents on kand. We maintain an
effective Registration Statement on Formn S-3 that allows us to conduct

52

01.11.2020 kI 02:57 Brgnngysundregistrene Side 71 av 188



__- Brgnngysundregistrene Arsregnskap regnskapséaret 2016 for 914493420

registered offerings of securities, including debt securities, common stock and preferred stock. Access to sufficient capital from the public market is not

assured.
Debt

.

Senior Notes
On March 11,2016, Discovery Communications, L.LC ("DCL"), a wholly-owned subsidiary of the Company, issucd $300 millien principal amount
0f4.90% senior notes due March 11,2026. All of DCL's outstanding senior notes are fully and unconditionally guaranteed or an unsecured and
unsubordinated basis by Discovery and contain certain nonfinancial covenants, events of default and other customary provisions.

Revolving Credit Facility
We have aceess to a $2.0 billion revolving credit facility. Borrowing capacity under this agreement is reduced by the cutstanding borrowings under
our commercial paper program. As of December 31, 2016, the Corapany had outstanding borrowings under the revolving credit facility of $350
million at a weighted average interest rate 0f 2.05%. The revolving credit facility agreement provides for a maturity date of February 4, 2021, and
the option for two additional 364-day renewal perfods. All obligations of DCL and the other borrowers under the revolving credit facility are
unsecured and are fully and unconditionally guaranteed by Discovery. Borrowings may be used for general corporate purposes.

The credit agreement governing the revolving credit facility {the “Credit Agreement™) contains customary representations, warranties and events of
default, as well as affirmative and negative covenants, including limitations on liens, investments, indebtedness, dispositions, affiliate transactions,
dividends and restricted payments. DCL, its subsidiaries and Discovery are also subject to a Iimitation on mergers, liquidation and disposals of all or
substantially all of their assets. The Credit Agreement also requires DCL to maintain a consolidated interest coverage ratio (as defined in the Credit
Agreement) ot no less than 3:00 to 1:00 and a consolidated leverage ratio (as defined in the Credit Agreement) of ne more than 4:50 to 1:00. As of
December 31,2016, Discovery, DCL and the other borrowers were in compliance with all covenants and there were no events of default under the
Credit Agreement.

Conmtercial Paper

Under our commercial paper program and subject to market conditions, DCL may issuc unsecured commercial paper notes guaranteed by the
Company from time to time up to an aggregate principal amount outstanding at any given time of $1.0 billion. The maturities of these notes will
vary but may not exceed 397 days. The notes may be issued at a discount or at par, and interest rates vary based on market conditions and the credit
ratings assigned to the notes at the time of issuance. As of December 31,2016, we had $48 miltion of commercial paper borrowings outstanding with
a weighted average interest rate of approximately 1.20% and maturities of less than 90 days. Borrowings under the commercial paper program reduce
the borrowing capacity under the revolving credit facility arrangement refercnced above.

We repay our senior notes, revolving credit facility and commercial paper as required, and accordingly these sources of cash also require use of our cash.
Notes Recetvabrle
We have an outstanding note receivable from OWN, our equity method investee, which totals $311 mitlion including accrued interest. Duting the years

ended December 31,2016 and 2015, the Company received net repayments from OWN of $87 mitlion and $82 million, respectively. Borrowings are
scheduled for repayment four years after the borowing date to the extent that OWN has excess cash to repay the bormowings then due.

Uses af Cash

Cur primary uses of cash include the creation and acquisition of new content, business acquisitions, repurchases of our capital stock, income taxes,

personnel costs, principal and interest on our outstanding senior notes, and funding for various equity method and other investments.

Content Acquisition

We plan to continue to invest significantly in the creation and acquisition of new content. Additional infermation regarding contractual commitments to
acquire content is set forth in “Commitments and Off-Balance Sheet Arrangements™ in ltem 7, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” in this Annual Report on Fonn 10-K.
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Commen Stock Repurchase Program

Under the Company's stock repurchase program, management is authorized to purchase shares of the Company's common stock from time to time
through open market purchases or privately negotiated transactions at prevailing prices or pursuant Lo one or more accelerated stock repurchase or other
derivative arrangements as permitted by securities laws and other legal requitements and subject to stock price, business and market conditions and other
factors. As of December 31, 2016, the Company had repurchased 3 million and 150 million shares of Series A and Series C common steck over the life of
the program for the aggregate purchase price of $171 million and 6.2 billion, respectively. Over the Hie of the program, authorization under the stock
repurchase program has totaled $7.5 billion. As of December 31, 2016, the Company had remaining authorization of approximately $1.1 billion for
future repurchases under the existing stock repurchase program, which will expire on October 8, 2017, (See Note 12 to the accompanying censolidated
financial statements.) We have been funding our stock repurchases threugh a combination of cash on hand. cash generated by operations and the
issuance of debt. In the future we may also choose to fund our stock repurchase program through borrowings under our revolving eredit facility and
future financing transactions.

Prepayments for Repurchase of Common Stock

During the year ended December 31,2016, we entered into two prepaid common stock repurchase contracts for the Company's Series C common stock,
one of which settled via the receipt of common stock during the guarter ended December 31,2016 and one which will settle in the first guarter of 2017,
We made up-front cash-payments totaling $128 million for the two common stock repurchase contracts during 2016, The common stock repuichase
contract that settled during the year ended December 31, 2016 settled at a cost of $71 million. {See Note 12 to the accompanying consolidated financial
statements.)

Preferred Stock Conversion and Repurchuse

We have an agreement with Advance/Newhouse to repurchase, on a quarterfy basis, a number of shares of Series C convertible preferred stock convertible
into 3/7 of the number of shares of Series C common stock purchased under the Company’s stock repurchase program during the then most recently
completed fiscal quarter. The price paid per share is calculated as 99% of the average price patd for the Series C common shares repurchased by the
Company during the applicable fiscal quarter multiplied by the Series C conversion rate. The Advance/Newhouse repurchases are made outside of the
Company’s publicly announced stock repurchase program. During 2016, we converted, repurchased and retired 9 million shares of cur Series C
convertible preferred stock under the preferred stock conversion and repurchase arrangement for an aggregate purchase price of 3479 million. The
Company expects to convert, repurchase and retire approximately 1 million shares of its Series C convertible preferred stock for an aggregate purchase
price of approximately $60 million on orabout February 16, 2017. (See Note 12 to the accompanying consolidated financial statements.)

Income Taxes and Interest

We expect to continue to make payments for income taxes and interest on our outstanding senior notes, During the year ended December 31,2016, we
made cash payments of $527 million and $343 million for income taxes and interest on our outstanding debt, respectively.

Business Combinations and Investments

Our uscs of cash have included investment in business combinations {sce Note 3 to the accompanying consolidated financial statements), equity method
investments, AFS securities and cost method investments (see Note 4 to the accompanying consolidated financial statements). Due fo business
combinations, we also have redeemable equity balances of $243 million, which may require the use of cash 1n the event holders of noncontrolling
interests put their interests to the Company.

We provide funding to our equity method investees from time to time. As of Deceraber 31, 2016, we have outstanding advances to and a note receivable
from OWN, our equity method investee, which totals $311 miilion including interest. During December 2016, the Company invested $63 miltion in
limited liability companies that sponsor renewable energy projects related to solar erergy. The Company has total funding commitments of $238 million
related to these projects, which is expected to be invested in 2017,

Equity-Based Compensation

We expect to continue to make payments for vested cash-settled equity awards. Actual amounts expensed and payable for cash-settted awards are
dependent on future fair value calculations which are primarily affected by changes in our stock price as well as changes in the number of awards
outstanding. Buring 2016, we paid $5 million for cash-settled equity awards. As of December 31, 2016, Habilities totaled $83 million for outstanding
Hability-classified equity-based compensation awards, of which $31 million was classified as current. (See Note |13 to the accompanying consolidated
financial statements.)
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Cash Flows
Changes in cash and cash equivalents were as follows (in mitlions).

Year Ended December 31,

2016 2015 2014

Cash and cash equivalents, beginning of period 3 390 $ 367 % 408
Cash provided by operating activities 1,373 1,277 E318
Cash used in investing activities (256) (301) (568)
Cash used in financing activities (1,177) (902} (734)
Effect of exchange rate changes on cash and cash

equivalents 30) (51 (57)
Net change in cash and cash equivalents (90) 23 (41}
Cash and cash equivalents, end of period % 300 % 390 § 367

Operating Activities

Cash provided by operating activities increased $96 million for the year ended December 31, 2016 as compared to the year ended December 31,2015,
Improvements in operating results were partially offset by increases in content spending, particularly for sports rights, of' $131 mitlion and the impact of
foreign currency.

Cash provided by operating activities decreased $41 million for the year ended December 31,2015 as compared to the year ended December 31,2014,
The decrease was primarily attributable to negative foreign curtency fluctuations that impacted the Company's operating performance, increased content
investment of $90 million and decreases in working capital of 3182 million due to decreases in accounts payable and accruals. These decreases were partially
offsct by a decrease in cash payments for cquity-based compensation of $56 million.

Investing Activities

Cash flows used in investing activities decreased 845 million for the year ended December 31, 2016 as compared to the year ended December 31, 2015,
The decrease was primarily attributable to a decrease in cash paid for business combinations, net of cash acquired of $80 million, partially offset by a
decrease in proceeds friom dispositions of business of 842 millien.

Cash flows used in investing activities decreased $267 million for the year ended December 31, 2015 as compared to the year ended December 31,
2014. The decrease was primarily attributable to a decrease in cash paid for business combinations, net of cash acguired 07 $292 million and partialty offset
by an increase in payments for investments, net ot $92 miflion.

Financing Activities

Cash flows used in financing activitics increased $275 million for the year ended December 31, 2016 as compared to the year ended December 31,
2015. The increase was attributable to an increase in repurchases of stock of $423 million and a decrease in net borrowings of $471 mitlion, which is
comprised of increases in repayments on the revolver loans, net of repayments, ot $973 mitlion partially offset by increased borrowings of senlor notes, net of
repayments, of $4 1 | million and decreases in commercial paper repayments of $91 million. These net increases were partially offset by decreases in purchases
of redeemabie noncontrolling interests of $548 million and payments on hedging instruments for derivatives in connection with the effective portion of
interest rate contracts of $69 million.

Cash flows used in financing activities increased $168 million for the year ended December 31, 2015 as compared to the year ended December 31,
2014. The increase was primarily due o the purchase of TF1's 49% noncontrelling intezest in Eurosport for $548 million, an increase in net repayments of
commercial paper 0f$365 million, an increase in cash distributions to redeemable noncontrolling interests of $40 million and payments on hedging
instruments for derivatives in connection with the effective portion of our interest rate contracts of $29 million. These increases were partially offset by
inereased borrowings under the revolving credit facikity of $318 mitlion and & decrease in repurchases of stock 0f $471 million.
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Capital Resources

As of December 31, 2016, capital resources were comprised of the following (in millions).

December 31,2016

Outstanding
Total Letters of Outstanding Unused
Capacity Credit Indebtedness Capacity
Cash and cash equivalents $ 300 $ — § — % 300
Revolving credit facility and commercial paper program 2,000 i 598 1.401
Senior notes(®) 7.241 o 7,241 e
Total $ 9541 $ I $ 7,839 §$ 1,701

{0 Outstanding commercial paper borrowings of S48 million as of December 31, 2016 are supported by unused committed capacity under the revolving credit [acility and
reduce unused capacity. There were $550 million in borrowings under the revolving credit facility outstanding as of December 31, 2016.

b} Interest on senior notes is paid annnally or semi-annually. Qhur senior notes outstanding as of December 31, 2016 had interest rates that ranged from 1.90% 10 6.35% and
will mmature between 2019 and 2043,

We expect that our cash balance, cash generated frem operations and availabitity under cur revolving credit facility will be sufficient to fund our cash
needs for the next twelve months. Qur borrowing costs and access to the capital markets can be affected by short and long-term debt ratings assigned by
independent rating agencies which are based, in part, on our performance as measured by credit metrics, such as interest coverage and leverage ratios.

As of December 31, 2016, we held 886 million of our $300 million of cash and cash equivalents in our foreign subsidiaries. We intend to permanently
reinvest these funds outside of the U.S. Our current plans do not demonstrate a need to repatriate them to the U.S. However, if these funds are needed in the
U.S., we would be required to accrue and pay U.S. taxes to repatriate them. The determination of the amount ef unrecognized U.5. deferred income tax
liability with respect to these undistributed foreign eamings is not practicable.

Additional information regarding the changes in cur cutstanding indebtedness and the significant terms and provistons of our revolving credit facility
and outstanding indebtedness is discussed in Note 9 to the accompanying consolidated financial statements included in tem 8, “Financial Statements and
Supplementary Data™ in this Annual Report on Form 10-K.

COMMITMENTS AND OFF-BALANCE SHEET ARRANGEME
Obligations

TS

As of December 31, 2016, our significant contractual obligations, including related payments due by period, were as follows (in mitlions).

Payments Due by Period

Less than 1 Muore than
Total Year £-3 Years 3-5 Years 5 Years
Long-term debt;
Principal payments $ 7241 § ) 500 % 1,950 % 4791
Interest payments 4,037 310 44 449 2,734
Capital lease obligations:
Principal payments 151 34 35 29 53
Interest payments 33 7 H 7 8
Operating lease obligations 198 56 87 34 21
Content 3,598 939 962 872 825
Other 1,314 546 456 191 121
Total ] 16572 § 1892 § 2,595 % 3,532 % 8,553

The above table does net include certain long-term obligations as the timing or the ameunt of the payments cannot be predicted. For example, as of
December 31, 2016, we have recorded 5243 million for redeemable equity (see Note 11 to the
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accompanying consolidated financial statements), although we ave unable to predict reasonabtly the ultimate amount or timing ofany payment. The current
portion of the liability for cash-settled equity-based compensation awards was $31 million as of December 31, 2016. Additionally, reserves for unrecognized
tax benefits have been excluded rom the above table because we are unabie to predict reasonably the ultimatle amount or iming of scttlement. Cur
unrecognized tax benefits totaled $117 million as of December 31, 2016.

The above table also does not include DCL's revolving credit facility that, during the year ended December 31,2016, allewed DCL and certain
designated foreign subsidiaries of DCL to borrow up to $2.0 billion, including a 3100 million sublimit for the issuance of standby letters of credit and a $50
million sublimit for swingline loans. Borrowing capacity under this agreement {s reduced by the outstanding borrowings under the commercial paper
program discussed below. As of December 31, 2016, the revolving credit facility agreement provided fora maturity date of February 4, 2021 and the option
for up to two additional 364-day renewal periods.

From time to time we may provide our equity method investees additional funding that has not been committed to as of December 31, 2016 based on
unforeseen investee opportunities or cash flow needs. (see Note 4.)

Long-term Debt

Pringipal payments on long-term debi reflect the repayment of out outstanding senior notes, at face value, assuming repayment will occurupen
maturity. Interest payments on our outstanding senior notes are projected based on their contractual rate and maturity.

Capital Lease Obligations

We acquire satellite transponders and other equipment through multi-vear capital lease ammangements. Principal payments on capital lease obligations
reflect amounts due under our capital lease agreements. Interest payments on our outstanding capital lease obligations are based on the stated or implied rate
in our capital lease agreements.

Operating Lease Obligations

We abtain office space and equipment under multi-year tease arrangements. Most operating lcases are not cancelable prior to their expiration. Payments
for operating ieases represent the amounts due under the agreements assuming the agreements are not canceled prior te their expiration.

Purchase Obligations

Content purchase obligations include commitments and Habilities associated with third-party producers and sports associations for content that airs on
ourteievision networks. Production contracts gonerally require: purchase of a specified number of episodes; payments over the term of the license, and
inciude both programs that have been delivered and are available forairing and programs that have not yet been produced or sporting events that have not
yet taken place. H the content is ultimately never produced, our commitments expire without obligation. The commitments disclosed above exclude content
liabilities recognized on the consolidated balance sheet. We expect to enter into additional preduction contracts and content ficenses to meet our future
content needs.

Other purchase obligations include agreements with certain vendors and suppliers for the purchase of goods and services whereby the underlying
agreements are enforceable, legally binding and specify all significant tenns. Significant purchase obligations include transmission services, television rating
services, marketing research, employment contracts, equipment purchases, and informatiosn technology and other services. The Company has contracts that
do not require the purchase of fixed or minimum quantitics and generally may be terminated with a 30-day to 60-day advance notice without penalty, and are
not included in the table above past the 30-day to 60-day advance notice period. Amounts related to employment contracts include base compensation and
do not include compensation contingent on future events.

Put Rights

The Company has granted put rights related to an equity method investment and certain consolidated subsidiaries, Harpo has the right to require the
Company to purchase all or part of its interest in OWN for fair value during a 90-day window every two and a half years commencing April 1,2017. No
amounts have been recorded by the Company for the Harpo put nght. (See Note 4 to the accompanying consolidated financial statements.) Hasbro, Inc.
("Hasbro"y and Jupiter Telecommunications Co., Ltd. {"1:COM") have the right to require the Company te purchase their remaining noncontretling interests
in Discovery Family and Discovery Japan, respectively. The Company recorded the value of the put rights for Discovery Family and Discovery Japan asa
component of redeemable equity in the amounts of §216 million and $27 million, respectively. On July 22,2015, TF1 exercised its
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right o put the entirety of its remaining 49% noncontrolling interest in Eurosport to the Company for €491 million ($351 mitlion as of the date redemption
became mandatory). The transaction closed on October 1, 2015 for $548 million. {Sec Note 11 to the accompanying conselidated [inancial statements.)

Off-Balance Sheet Arrangements

We have no material off-balance sheet arrangements (as defined in ltem 303(a)4) of Regulation 5-K) that have or are reasonably likely to have a current
or future effect on our financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or
capital resources.

RELATED PARTY TRANSACTIONS

In the ordinary course of business we enter into transactions with refated parties, primarily our eguity method investees and Liberty Entities.
Information regarding transactions and amounts with related parties is discussed in Note 19 to the accompanying consolidated financial statements included
in Item 8, “Financial Statements and Suppiementary Bata” in this Annual Report on Form 10-K,

NEW ACCOUNTING AND REPORTING PRONOUNCEMENTS

We adopted certain accounting and reporting standards during 2016, Information regarding our adoption of new accounting and reporting standards is
discussed in Note 2 to the accompanying consolidated financial statements included in Item 8, “Financial Statements and Supplementary Data” in this
Annual Report on Form 10-K.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our consolidated financial statements are prepared in accordance with GAAT, which requires management to make estimates, judgments and
assumptions that affect the amounts repoerted in the consohidated financial statements incladed in this Annual Report on Form 10-K and accompanying notes.
Management considers an accounting policy to be critical if it is important to reporting our financial condition and results of operations, and it'it requires
significant judgment and estimates on the part of management in its application. The development and selection of these critical accounting policies have
been determined by management and the related disclosures have been reviewed with the Audit Committee of the Board of Directors of the Company. We
consider policies relating to the following matters to be critical accounting policies:

«  Revenue recoghition;

+  Goodwill and intangible asscts;
+  Incomge taxes:

«  Content rights;

«  Equity-based compensation: and

«  Equity method investments.

With respect to our accounting policy for goodwill, we further supplement disclosures in Note 2 with the following:

Goodwill is aliocated to our reporting units, which are our operating segments or one level below our operating segments (the component level).
Reporting units are determined by the discrete financial information available for the compoenent and whether it is regularly reviewed by segment
management, Components are aggregated into a single reporting unit if they share similar cconomic characteristics, Qur reporting units are as follows: US.
Networks, Europe, Latin America, Asia-Pacific, Education, and Studios.

We evaluate our goodwill for impairment annually as of November 30 or eartier upon the occurrence of substantive unfavorable changes in economic
conditions, industry trends, costs, cash flows, or ongoeing declines in market capitalization. If we believe that as a result of our gualitative assessment it is
more likely than not that the fair value of a reporting unit is greater than its carrying ameunt, a guantitative impairment test is not required.

For 2016, we performed a quantitative goodwill impairment test for our reporting units based on our policy of performing a quantitative impairment
test every three years, irrespective of the cutcome of the qualitative assessment. The quantitative impairment test requires judgment, including the
identification of reporting units, the assignment of assets, liabilities and goodwill to reporting units, and the determination of fair value of each reporting
unit, The first step of the test requires the comparison of the fair value of each reperting unit with its carrying ameunt, including goodwill. In performing the
first step, we determined the fair value of our reporting units by using a combination of discounted cash flow ("DCF"}analyses and market-based valuatien
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methodologies. Determining fair value requires the Company to make judgments about appropriate discount rates, perpetual growth rates, relevant
comparable company camings muitiples and the amount and timing of expected future cash lows. The cash flows employed in the DCF analysis {or each
reporting unit are based on the reporting unit's budget, long-term business plan, and recent operating performance. Discount rate assumptions are based on an
assessment of the risk inherent in the future cash flows of the respective reporting unit and market conditions. Given the inherent uncertainty in determining
the assumptions undetlying a DCF analysis, actual results may differ from those used in our valuations. In assessing the reasonableness of the determined fair
values, we also reconciled the aggregate determined fair value of the Company to the Company's market capitalization, which included a 14% control
premium.

The net assets assigned to each of our reporting units included corporate allocations. These assets and Habilities include corporate enterprise goodwill
and intangible assets, allocated to each reporting unit based on the refative fair value of each reperting unit at inception, and deferred taxes and content,
aliocated Lo each reporting unit based on the jurisdiction that gave rise to the deferred tax balance oris using the content asset.

For the currcnt year test, the fair value of the reporting units exceeded the respective carrying values by 12% to 83% ("headroom"). Significant
assumptions used in the DCF and market-based medels included exchange rates used in the Long Range Plan {"LRP"), discount rates that ranged from 9% to
12.5%, and guideline company eamings multiples and control premiums. An increase in the discount and decrease in the long-term growth rates 0f 0.5%
would tesult in the fair value of the reporting units exceeding their respective catrying values by 5% to 82%.

The Europe reporting unit, which had headroom of 12%, was the only reporting unit with fair value in excess of cartying value of less than 20%. As of
December 31,2016, the carrying value of goodwill assigned to the Europe reporting unit was $2.2 billion. Management will continue to monitor this
reporting unit for changes in the business environment that could impact recoverability. The recoverability of goodwill is dependent upon the continued
growth of cash flows from our business activities. See Item 1A, "Risk Factors” for detaiis on all significant risks that could impact the Company's ability to
successfully grow its cash flows, Most significantly, changes in foreign exchange rates impact on the calculation of fair value in excess of carrying value for
Step 1 ofthe goodwill impairment test. As the Europe reporting unit operates in foreign markets with various functional currencies and has significant U.S.
dollar denominated assets, a strengthening of the U.S. dollar negatively impacts the fair value of the reporting unit and the caleulation of excess carrying
value,

Foran in depth discussion of each of our significant accounting policies, including our critical accounting policies and further information regarding
estimates and assumptions involved in their application, see Note 2 to the accompanying consctidated financial statements included in Item 8, “Financial
Statements and Supplementary Data” in this Annual Report on Form 10-K.

ITEM 7A. Quantitative and Qualitative Disciosures about Market Risk,

Our financial position, camings and cash flows are cxposcd to market risks and can be affected by, among other things, cconomic conditions, interest
rate changes, foreign currency fluctuations, and changes in the market values of investments. We have established policies, procedures and internal processes
governing our management of market risks and the use of financial instruments to manage our exposure o such risks.

Interest Rates

We are exposed to the impact of interest rate changes primarily through our potential borrowing activities. During the year ended December 31,2016,
we lad access 1o a $2.0 bitlion revolving credit tacility and a commercial paper program with outstanding bomrowings of 8550 million and $48 million,
respectively, as of December 31, 2016. The interest rate on borrowings under the revolving credit facility is variable based on an underlying index and DCL's
then-current credit rating for its publicly traded debt. The revolving credit facility provides for a maturity date of February 4, 2021 and the option forup to
two additional 364-day renewal periods. As of December 31, 2016, we had outstanding debt with a book value of §7.2 billion under various public senior
notes with fixed interest rates.

Qur cutrent objectives in managing exposure to interest rate changes are to limit the impact of interest rates on eamings and cash flows. To achieve
these objectives, we may enter into variable interest rate swaps, effectively converting fixed rate borrowings to variable rate borrowings indexed to LIBOR, in
order to reduce the amount of interest paid. As of December 31,2016 we have no outstanding interest rate swaps.

As of December 31, 2016, the fair value of our cutstanding public senior notes was $7.4 billion. The fair value of our long-term debt may vary as a
result of market conditions and other factors. A change in market interest rates witl impact the fair market value of our fixed rate debt. The potential change in
fair value of these senior notes from an adverse 100 basis-point change in quoted interest rates across all maturities, often referred te as a paratle! shift in the
yield curve, would be approximately $557 million as of December 31, 2016.
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Foreign Currency Exchange Rates

We transact business globally and are subject to risks associated with chanpging forcign currency exchange rates, Market risk refers to the risk of loss
arising from adverse changes in foreign currency exchange rates. The risk of loss can be assessed from the perspective of adverse changes in fair values, cash
flows and future eamings. Through December 31, 2016, our International Networks segment is divided into the following five regions: Northern Europe,
CEEMEA, Southern Europe, Latin America and Asia-Pacific. Cash is primarily managed from five global locations with net eamnings reinvested locally and
working capital requirements met from existing liquid funds. To the extent such funds are not sufficient to meet working capital requirements, draw downs in
the appropriate local currency are available from intercompany borrowings or drawdowns from cur revolving credit facility. The eamnings of certain
intemational operations are expected 1o be retnvested in those businesses indefinitely.

The functional currency of most of our intemational subsidiaries is the local currency. We are exposed to foreign currency risk to the extent that we
enter into transactions denominated in currencies other than our subsidiaries’ respective functional currencies ("non-functional currency risk™}), Such
transactions include affiliate and ad sales amangements, content arrangements, equipment and other vendor purchases and intercompany transactions.
Changes in exchange rates with respect to amounts recorded in our consolidated balance sheets refated to these items will result in unrealized foreign
currency transaction gains and losses based upon period-end exchange rates. We also record realized foreign currency fransaction gains and |osses upon
settlement of the transactions. Moreover, we will experience fluctuations in our revenues. costs and expenses solely as a result ef changes in foreign currency
exchange rates.

We also are exposed to unfavorable and potentially volatile fluctuations of the U.S. detlar, which is our reporting currency, against the currencies ofour
operating subsidiaties when thelr respective financial statements are translated into U.S. dollars for inclusion in our consolidated financial statements.
Cumulative translation adjustments are recorded in accumulated other comprehensive (Yoss) income as a separate component ofequity. Any increase or
decrease in the value ofthe U.S. dollar against any foreign functional currency of'one of our operating subsidiaries will cause us to experience unrealized
foreign currency translation gains (losses) with respect to amounts already invested in such foreign currencies. Accordingty, we may experience a negative
impact on our net income, other comprehensive income and equity with respect to our holdings solely as a result of changes in foreign currency.

The majority of our foreign currency exposure is to the enro, the British pound, currencies in the Nerdics, the Japanese yen and the Russian ruble. We
may enter into spot, forward and eption contracts that change in value as foreign cumrency exchange rates change to hedge certain exposures associated with
affiliate revenue, the cost for producing or acquiring content, certain intercompany transactions or in connection with forecasted business combinations.
These contracts hedge forecasted forcign currency transactions in order to mitigate fluctuations in our carnings and cash flows associated with changes in
foreign currency exchange rates. Qur objective in managing exposure to foreign currency fluctuations is to reduce volatility of earnings and cash flows. The
net market value of our foreign cumrency derivative instruments held at December 31, 2016 was an asset value of $13 million. Most of our non-functional
currency risks related to our revenue, operating expenses and capital expenditures that were not hedged as of December 31, 2016. We generally do not hedge
against the risk that we may incur non-cash losses upon the translation of the financial statements of our subsidiaries and affiliates into U.S. dollars,

Derivatives

We may use derivative financial instruments to modify our exposure to market risks from changes in foreign currency exchange rates, interest rates, and
the (air value of investments classified as AFS sccurities. We do not use derivative financial instruments untess there is an underdying exposure. While
derivatives are used to mitigate cash flow risk and the risk of declines in fair value, they also limit potential economic benefits to our business in the event of
positive shifts in foreign cumrency exchange rates, interest rates and market values. We do not hold or enter into financial instrumeants for speculative trading
PUIPOSES.

Market Values of Investments

In addition to derivatives, we had investments in entities accounted for using the equity method, cost method, AFS securities, and other highly liquid
instruments, such as mutual funds, that are accounted for at fair value. The camrying values of investments in equity method investees, cost method investees,
AFS securities and mutual funds were $537 million, $245 million, $128 miltion and $160 million, respectively, at December 31, 2016, Investments in mutual
funds include both fixed rate and floating rate interest caming securitics that carry a degree oflinterest rate risk, Fixed rate securities may have their fair
market value adversely impacted due to a rise in interest rates, while floating rate securities may produce less income than predicted if interest rates fall. Due
in part to these factors, our income from such investments may decrease in the future.
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management of Discovery Communications, inc, (the “Company™) is responsible for establishing and maintaining adeqguate intemal control over
financial reporting, as such term is defined in Rule 13a-15(fyand Rule 15d-15(f) of the Securities Exchange Act of 1934, as amended. The Company’s
internal controi over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and disposition of the asscts of the Company; (i} provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and provide reasonable assurance that
receipts and expenditures of the Company are being made only in accordance with authorizations of management and the directors of the Company; and
(1i1) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the Company’s assets that
could have a material effect on the consolidated financial statements.

Internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation
of financial statements prepared for external purposes in accordance with generally accepted accounting principles. Because of the inherent limitations in
any internal control, no matter how well designed, intemal control over financial reporting may not prevent or detect misstaternents. Also, projections of any
evaluation of effectivencss 1o future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree
of compliance with the policies or procedures may deteriorate.

The Company’s management, with the participation of its Chief Executive Officer and Chief Financial Officer, conducted an evaluation ofthe
effectiveness of the Company’s system of internal control over financial reporting as of December 31, 2016 based on the framework set forth in fnrernal
Contral — Integrated Framework (2013) issued by the Committee of Sponsoting Orgaaizations of the Treadway Comimission. Based on its evaluation,
management concluded that, as of December 31, 2016, the Company s intemal control over financial reporting was effective at a reasonable assurance level
based on the specified criteria.

The effectiveness of the Company’s intemal control over financial reporting as of December 31, 2016 has been audited by
PricewaterhouseCoopers LLP, an independent registered public accounting finm, as stated in their repost in Hem & of Part IT of this Annuat Report on Form 10~
K under the caption “Report of Independent Registered Public Accounting Firm.”
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

In our opinion, the accompanying consolidated balance sheets and the refated consolidated statements of operations, of comprehensive income, of equity
and of cash flows present fairly, in all material respects, the financial position of Discovery Communtications, Inc. and its subsidiarics as of December 31,
2016 and 2015, and the results of their operations and their cash flows fos each ofthe three years in the period ended December 31, 2016 in conformity with
accounting principles generaily accepted in the United States of America. Also in our opinion, the Company maintained, in all material respects, effective
inmtemal control over Bnancial reporting as of December 31, 2016, based on criterta established in lnfernal Control - Integrated Framework (201 3} issued by
the Commitice of Sponsoring Organizations of the Treadway Commission (COSQ). The Company's management is responsible for these financial staiements,
for maintaining effective internal control over financial reporring and for its assessment of the effectiveness of internal control over financial reporting,
included in the accompanying Management's Report on Internal Control over Financial Reporting. Our respensibility is to express opinions on these
financial statements and on the Company's internal contro! over financial reporting bascd on our integrated audits. We conducted cur audits in accordance
with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement and whether effective intemal control over financial reporting
was maintained in all material respects. Our audits of the financial statements included examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall
financial statement presentation. Our audit of internal control over financial reporting included obtaining an understanding of internal control over firancial
reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal contro] based on the
assessed risk. OQur audits also included performing such other procedures as we considered necessary in the circumstances. We believe that our audits provide
a reasonable basis for our opinions.

A company’s intemal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control
over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (i1} provide reasonable assurance that transactions are recorded as necessary (o permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and {iii} provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectivencss to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

* PricewaterhouseCoopers LLP
MecLean, Virginia
February 14,2017
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DISCOVERY COMMUNICATIONS, INC.
CONSOLIDATED BALANCE SHEETS

(in millions, except par value)

December 31.

2016 2015
ASSETS
Current assets:
Cash and cash equivalenis $ 300 8 390
Receivables, net 1,495 1.479
Content rights, net 310 313
Deferred income taxes 97 68
Prepaid expenses and other cusrent assets 397 346
Total current assets 2,399 2.596
Noncurrent content rights, ret 2,089 2,030
Property and equipment, net 482 488
Goodwill, net 8,040 8,164
Intangible assets, net 1,512 1,730
Equity method investments, including note receivable 557 567
Other noncurrent assets 479 289
Total assets § 15758 % 15864
LIABILITIES AND EQUITY
Current liabilities:
Accounts payable $ 241§ 282
Accrued liabilities 1,075 988
Deferred revenues 163 190
Cuitent portion of debt 82 119
TFotal current liabilities 1,561 1.57%
Noncurrent portion of debt 7.841 7,616
Deferred income taxes 553 356
Other noncurrent labilities 393 421
TFotal {iabilities 10,348 10,172
Commitments and contingencies (See Note 20)
Redeemabic noncontrolling intercsts 243 241
Equity:
Discovery Communications, Inc. stockholders’ equity:
Series A convertible preferred stock: $0.01 par value; 75 shares authorized; 71 shares
issued 1 1
Series C convertible preferred stock: $G.01 par value; 75 shares authorized; 28 and 38
shares issued 1 1
Series A common stock: $0.01 par value; 1,700 shares authorized; 155 and 153 sharcs
issued 1 1
Series B convertible common stock: $0.01 par value; 100 shares authorized; 7 shares issued — —
Series C common stock: $0.01 par value; 2,000 shares authorized; 381 and 376 shares
issued 4 4
Additional paid-in capital 7,046 7.021
Treasury stock, at cost 6,356) {5.461)
Retained eamings 5232 4517
Accumulated other comprehensive loss (762) {633)
Total equity 5167 5451
Total liabilities and equity $ 15758 § 15864

The accompanying notes are an integral part of these consolidated financial statements.

64

01.11.2020 kI 02:57 Brgnngysundregistrene Side 83 av 188



Brgnngysundregistrene Arsregnskap regnskapséaret 2016 for 914493420

DISCOVERY COMMUNICATIONS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

{in millions, except per share amounts)

Year Ended December 31,

2016 2015 2014

Revenues:

Distribution $ 3213 % 3,068 S 2,842

Advertising 2,976 3,004 3,089

QOther 314 322 334
Total revenues 6497 6,394 6,265
Costs and expenses:

Costs of revenues, excluding depreciation and amortization 2432 2,343 2,124

Selling, general and administrative 1.696 1,669 1,692

Depreciation and amortization 322 330 329

Restructuring and other charges 58 50 90

(Gain) toss on disposition (63) 17 (31)
Total costs and expenses 4,439 4,409 4204
Operating income 2,058 1,985 2,061
Interest expense {353) (330) (328)
(Loss}yincome from cquity investees, net (38) 1 23
Other income (expense}, net 4 (97) (C)]
Income before income taxes 1,671 1,559 1,747
Income tax expense {453) (5i1) (610)
Net income 1,218 1048 1,137
Net income attributable to noncontrolling interests {1 (i) (2)
Net (income) loss attributable to redeemable noncontrolling interests {23) 13) 4
Net income available to Discovery Communications, nc. s 1,184 § 1034 § 1,139
Net income per share available to Discovery Communications, Inc.

Series A, B and C commen stockholders:

Basic $ 197 § 1.5 % 1.67

Diloted 3 196 §% 1.58 % 1.66
Weighted average shares outstanding:

Basic 461 432 454

Dituted 610 656 687

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

(in mitlions)

Yecar Ended December 31,

2016 2015 2014
Net income $ 1,218 8 1,048 § 1,837
Other comprehensive (foss) income, net of tax:
Currency transtation adjustments (191) (201) (399)
Market value adjustments 38 (25) 2)
Derivative adjustments 24 €3] (i1)
Comprehensive income 1,089 821 725
Comprehensive income attsibutable to noncontrolling interests (1) (1) 2)
Comprehensive (income) loss attributable to redeemable
noncontrolling interests (23) 10 44
Comprehensive income attributable to Discovery Communications,
Tne. $ 1,065 8 830 $ 767

The accompanying notes are an integral part of these consolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in mitlions)

Year Ended December 31,

2016 2015 2014
Operating Activities
Net income s 1,218 % 1,048 § 1,137
Adjustments to reconcile net income to cash provided by operating
activities:
Equity-based compensation expense 69 35 78
Depreciation and amortization 322 330 329
Content amortization and impairment expense 1,773 1,709 1,357
(Gain) foss on disposition {63) 17 (31)
Remeasurement gain on previowsly held equity interests — (2) (29)
Equity in losses (eamings) of investee companies, net of cash
distributions 44 8 (1)
Deferred income taxes 2N 2 (181)
Realized loss from derivative instruments 3 5 —
Qther-than-temporary impairment of AFS investments 62 — —
Other, net 50 30 44
Changes in operating assets and liabilitics, net of busincss
combinations:
Receivables, net (25) (44) 6
Content rights, net (1.5064) {1,773) (1,683)
Accounts payable and accrued liabilities (12 11 138
Equity-based compensation liabilitics {5 (25) (8
Income taxes receivable and prepaid income taxes (31 64) 40
Fereign currency and other, net {aen [§80)] (3)
Cash provided by operating activities 1,373 1277 1,318
Investing Activities
Payments fot investments, net 272) 272) (180)
Putchases of property and equipment (88) (103) (120)
Distributions from equity method investees 87 87 61
Proceeds from dispositions, net of cash disposed 1% 61 45
Payments for derivative instruments, net — [€))] —
Business acquisitions, net of cash acquired — (80) (372)
Other investing activities, net 2y 15 2)
Cash used in investing activities {256) (301) (368)
Financing Activities
Commercial paper {repayments) borrowings, net {45) (136) 229
Bomrowings under revolving credit facility 613 1,016 698
Principal repayments of revolving credit facility {83%) (265) (660)
Borrowings from debt, net of discount 498 936 415
Principal repayments of debt — (849) —
Principal repayments of capital lease obligations 28) 27 (19)
Repurchases of stock and stock settlements of commen stock
repurchase contracts {1.374) 951) (1,422)
Prepayments for outstanding common stock repurchase contracts (6431 e e
Purchase of redeemable noncontroliing interests — (548) (€3]
Distributions to redeemable noncontrolling interests 22} 42) 2)
Equity-based plan proceeds, net 46 6 44
Hedge of borrowings from debt instruments 40 29) —_
Other financing activities, net {13) (13) (16)
Cash used in financing activities (1,177 (902) (734)
Effect of exchange rate changes on cash and cash equivalents {30) (51) (57)
Net change in cash and cash cquivalents 96) 23 @1
Cash and cash equivalents, beginning of period 390 367 408
Cash and cash equivalents, end of period 8 300§ 390 § 367
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The accompanying notes are an integral part of these consolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.
CONSOLIDATED STATEMENTS OF EQUITY
(in maillions)

Preferred Stock_ Common Stock Aceumulated Discovery
Additionzl Other Commugications,
Par Par Paid-In Treasury Retuined Comprehensive Inc. Stockholders®  Nencontrolling Total
Shares  Value Shares Value  Capital Stock Earnings Loss Equity Inferests Equity
December 31,2013 15 8 2 308 5 3% 6826 % (3531 % 2892 § 4 3% 6196 % P s 6,197
Nelineeme available to Discovery Commuanicatians, ke
and atiributable to noncontrotiing intercsts
1139 1439 2 1,041
Other comprohensive loss — — — — — — — (372) @7 — 372
Repurchases of stock (34 {1232y (1) Az (1422
Stock split effected in the form of a share dividend — — 224 2 £33 — — — — —
Lguity-based compensalion - - - - 30 - - - 30 - Bl
Excess tax benefits from equity-based compensation — — — — g — — — 30 — 30
Tuax setdemends associated with equity-based
compersation (27 - 27) 27y
1ssuance of stock in connection with equity-based plans e . 1 s 41 . s . 41 . 41
Other adjusiments {or equity-based plans (6) i6) &)
Rodcemabie noncontroBing intcrest adjustments to
redemption value — — — — — — a1 — 31y — @n
Purchasc of redeemable noncontrelling interest 5 5 3
Cash distributions to noncontralling interest — — — — — - — — — (0] &Y
Other adjustments to stockholders' equity - e e - - [£D] - ) - 40
December 31,2014 113 2 533 5 6917 (4,163 3809 (368) 5602 2 5,604
Net inceme available ro Piscovery Communicatians, Ine,
and altributable to noncontrotiing indcresls
1034 1034 1 1035
Other comprehensive foss — — — — — — — (204) (202) — {204)
Repurchases ufstock €3] {698} (233) 931 (9513
Equity-based compensation — — — — 39 — — — 29 — 39
Lacess lux benefits from equily-based compensation 12 12 14
‘Fax settlements associated with equity-based
cempensation — —— - - 27y - — - 27 - 27
Issuance of stock in conneetion with equity-based plans — — 3 — 21 — — — k| — 2]
Other adjustiments for equity-based plans
- - - = @ — - - @ - @
Receemab e noncontrotling inderest sdjustments to
cedemption valut {73y 73 {73}
Purchase of redecmable noncontrolling interest — — — — 61 — — {61) — — —
Other adjustments o stckhelders’ equity — — — — — — — — — 3} (3}
December 31,2015 108 2 336 5 7021 (546%) 4587 (633) 5451 e 5451
Net income available to Piscovery Communications, ke,
and atrtbutable to noncontrotiing inmerests 1494 1194 1 1195
Other comprehensive loss — — — — — — — {129) (129) — {129)
Repurchases of stock and stock settlements of common
stock repugchase contracts 9) {8935y (479} {1374 (1374}
Prepay for ing common stock rep
contracts - - - - 57y - - - 57y - (57}
Equity-based compensation 35 s 35
Excess tax benefits from equity-based compensation — — — — 7 — — — 7 — 7
Tux serdlements wssociated with equity-based
compensation [BRD] i (430}
issuance of stock in connection with eguity-based plans —_ —_ 5 —_ 51 — — — 51 — 51
Cash distrtbutions 1o norcontroliing interests iy Iy
Share conversion 1M — 2 — — — — — — —
December 2t 2016 99 % 2 343 5 7046 5 (6356 8 3232 % [ECE] S467 ¥ S 5067

The accompanying notes are an integral part ofthese consolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIPATED FINANCIAL STATEMENTS

NOTE 1. DESCRIPTION OF BUSINESS AND BASIS OF PRES

Description of Business

FATION

We are a global media company that provides content across multiple distribution platforms, including linear platforms such as pay-television {"pay-
TV"), free-to-air ("FTA") and broadeast television, various digital distribution platforms and content Hcensing agreements. We also operate a portfolio of
websites, digital direct-to-consumer products, production studios and curriculum-based education products and services. The Company presents the
following segments: U.S. Networks, consisting principally of demestic television networks and digital content services, and International Networks,
consisting principally of international television networks and digital content services; and Education and Other, consisting principally of curriculum-based
product and service offerings and production studios. Financial information for Discovery’s reportable segments is discussed in Note 21.

Basis of Presentation

The consolidated financial statements include the accounts of Discovery and its majority-owned subsidiaries in which a controlling interest is
maintained. For each non-wholly owned subsidiary, the Company evaluates its ownership and other interests to determine whether it shoutd consolidate the
entity oraccount for its ownership interest as an investment. As part of its evaluation, the Company makes judgments in determining whether the entity is a
variable interest entity ("VIE") and, if so, whether it is the primary beneficiary ofthe VIE and is thus required to consolidate the entity. (See Note 4.) Inter-
company accounts and transactions between consclidated entities have been eliminated in consolidation.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Accounting and Reporting Pronouncements Adopted
Presentation vof Financial Statements - Geing Concern

In August 2014, the Financial Accounting Standards Board ("FASB") issued guidance requiring the Company to perform interim and annual
assessiments regarding conditions or events that raise substantial doubt about the Company's ability 10 continue as a going concern fora period ofone year
after the financial statements are issued, and to provide related disclosures, if applicable. If such conditions or events exist, an entity should disclose that
there is substantial doubt about the entity's ability to continue as a going concern for a period of one year after the financial statements are issued, along with
the principal conditions or cvents that raisc substantial doubt, management's evaluation of the significance of those conditions or cvents in relation to the
entity's ability to meet its obligations, and management's plans that are intended to mitigate those conditions or events. The Company adopted this guidance
for the year ended December 31, 2016, and concluded that there were no conditions or events that raise substantial doubt about the Company's ability to
continue as a going concem for one year after the financial statements are issued.

Business Consolidation

In February 2015, the FASB issued guidance that amends the analysis that a reporting entity performs to determine whether it should consolidate
certain legal entities. The changes in this guidance include how related parties and de facte agents are considered in the primary beneficiary determination
and the analysis for detennining whether a fee paid to a decision maker or service provider is a variable interest. The Company adopted this guidance
etfective January 1, 2016, and there was no effect on the consolidated financial statements.

Business Combinations

In September 2015, the FASB issued new guidance on adjustments to provisional amounts recogrized in a business combination, which were
recognized on a retrospective basis. Under the new requirements, adjustments will be recogrized in the reporting period in which the adjustments are
determined. The effects of changes in depreciation, amortization, or other income arising from changes to the provisional amounts, if any, are included in
eamings of the reporting period in which the adjustments to the provisional amounts are determined. An entity s also required to present separately on the
face of the income statement or disclose in the notes the portion of the amount recorded in current-period camings by line item that would have been
recorded in previous reporting periods if the adjustment to the provisional amounts had been recognized as of the acquisition date. The Company adopted
this guidance effective January 1,2016, and there was no effect on the consolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Acceunting for Fees Paid in a Clond Computing Arrangement

In April 20135, the FASB issued explicit guidance on the recognition of fees paid by a customer for cloud computing arrangements as either the
acquisition of a software license or a service contract. The Company adopted this guidance effective October 1, 2015, and there was no effect on the
consolidated financial statements.

Reporting Discontinued Operations

In April 2014, the FASB issued guidance that changes the criteria for reporting discontinued operations and requires additional disclosures about
discontinued operations and disposals of components of an entity that do not qualify for discontinued operations reporting. Under the new pronouncement,
disposal of a component of an entity must represent a strategic shift with a major effect on its operations and financial results in order to be classified as a
discontinued operation. The Company's policy is to present the results of operations of a component classified as discontinued operations, as well as any gain
orloss on the disposal transaction, apart from continuing eperating results of the Company in the consolidated statements of eperations for atl periods
presented. If a discontinued operation is classified as held for sale, the assets and Habilities of the discontinued operation will be presented separatety in the
statement of financial position for all periods presented. Cash lows fiom discontinued operations are combined with continuing operations on the
consolidated statements of cash flow. The Company adopted the new guidance on July 1,2014.

Accounting and Reporting Pronouncements Not Yet Adopted
Goodwill

In January 2017, the FASB issued guidance that simplifies the subsequent measurement of geedwill. The new guidance eliminates Step 2 from the
goodwill impairment test, and climinates the requirements for any reporting unit with a zero or negative carrying amount to perform a qualitative assessment.
Therefore, an entity should recognize an impairment charge for the amount by which the carrying amount exceeds the reporting unit's fair value, and the same
impairment assessment applics to all reporting units. Early adoption is permitted for interim or annual goodwill impairment tests performed on testing dates
after January |, 2017. The amendments in this update should be adopted on a prospective basis for the annual or any interim goodwill impairment tests
beginning afler December 13,2019,

Income Taxes

In QOctober 2016, the FASH issued guidance that simplifies the accounting for the income tax consequences of intra-entity transfers of assets other than
inventory. The new guidance includes requirements to recognize the income tax consequences of an intra-entity transfer of an asset other than inventory
when the transfer oceurs, and therefore eliminates the exception for an intra-entity transfer of an asset other than inventory. The new standard is effective for
reporting periods beginning after December 15, 2017, and can be adopted eatly in any interim period, with any adjustments applied on a2 modificd
retrospective basis through a cumulative-effect adjustment directly to retained eamings as ofthe beginning of the period of adoption. The Company is
currently evaluating the impact that the pronouncement will have on the consolidated financial statements.

Statement of Cash Flows

In August 2016, the FASB issued gurdance to reduce diversity in practice in how specific transactions are classified in the statement of cash flows. The
update provides guidance on the following cight types of transactions: debt prepayment or debt extinguishment costs, settiement of zero-coupon debt
instruments, contingent consideration payments made after a business combination, proceeds from the settlement of insurance claims, proceeds from the
settlement of corporate-owned life insurance policies, including bank-owned life insurance policies, distributions received from equity method investments,
beneficial interests in securitization transactions, separately identifiable cash flows and application of the predominasnce principle. The amendments in this
update are effective for reponting periods beginning after December 15, 2017, including interim periods within those fiscal years, Early adoption is permitted,
provided that all of the amendments are adopted in the same period. The guidance requires application using a retrospective transition method. The
Company is currently evaluating the impact that the pronouncement will have on the consolidated financial statements.

Share-Based Payments

In March 2016, the FASB issued guidance that simplifies how share-based payments are accounted for and presented in the financial statements. The
Company is assessing the complete impact to the financial statements. Currently, the implementation of the new the accounting guidance effective January 1,
2017, is expected to impact the financial statements as follows:

= Acmal forfeitures will be used in the calculations of stock-based compensation expense instead of estimated forfeitures. The prior period impact is not
expected to be material and will be recorded in retained eamings using the medified retrospective method as of January 1,2017.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

= Windfall tax benefits or deficiencies will be recorded in income lax expense in the period in which they occur, whereas current guidance reguires
windfall benefits to be recorded in accumulated paid-in capital (“APKC™) with shortfalls offset against available windfall benefits. This change will be
applied prospectively. The amounts recorded to APIC for net windfalls for the years ended December 31,2016, 2015 and 2014 are §7 million, $12
million and $30 million, respectively.

= Cash flows from windfall tax benefits will no longer factor into the calculation of the number of shares for dituted earnings per share. This change will
be applied prospectively and is not expected to have a matenial impact on diluted eamings per share. Cash flows from windfall tax benelits reduced
diluted earnings pershare by zero, zero and $0.01 per share for the years ended December 31,2016, 2015 and 2014, respectively.

+  Windfall tax benefits will be reclassified fom financing activities to operating activities in the statement of cash flows presentation. This change will be
applied retrospectively, resulting in the adjustment of prior period amounts. Cash flows from operating activities and cash used in financing activities
will increase by §7 million, §12 million and $30 million for the years ended December 31,2016, 2015 and 2014, respectively. The table below
summarizes the expected effects of this new guidance on the Company's conselidated financial statements (in millions).

Ycar Ended December 31, Year Ended December 31, Year Ended December 31,
2016 2015 2414

As reported As adjusted Asreported  Asadjmsted  Asreported  Asreported

Consolidated Statement of Cash

Flows
Cash flows from operating activities $ 1,373 8 1380 % 1277 % 1,289 % 1318 § 1,348
Cash used in financing activities $ {1,177} § (1,184} § (902) $ 914) $ (734) % {764)

Leases

In February 2016, the FASB issued guidance on leases that will require lessees to recognize almost all of their leases or the balance sheet by recording a
right-of-use asset and Hability. The new standard will be effective for reporting periods beginning after December 15, 2018, and requires application of the
new accounting guidance at the beginning of the earliest comparative period presented in the year of adoption. The Company is currently evaluvating the
impact that the pronouncement will have on the consolidated financial statements, however it is expected that assets and liabilities will increase materially
when operating leases are recorded under the new standard.

Recognition and Measurement of Financial Instruments

In January 2016, the FASB issued guidance regarding the classification and measurement of financial instruments. The standard requires equity
securities, including avaiiable-for-sale ("AFS") securities, to be measured at fair value with changes in the fair vatue recognized through net income,
superseding the guidance permitting entitics to record gains and losses on cquity sceurities with readity determinable fair values in accumutated other
comprehensive income. Investments accounted for under the equity method of accounting or that result in consolidation are not included within the scope of
this update. The new standard will affect the Company's accounting for AFS secunties for reporting periods beginning after December 15,2017,
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Balance Sheet Classification of Deferred Taxes

In November 2015, the FASB issued guidance to simplify the presentation of deferred income taxes, which removes the requirement to separate
delerred tax liabilities and assets into cumrent and noncurrent amounts and instead requires all such amounts be ¢lassified as noncwrent on the Company's
consolidated balance sheets. As a result, each tax jurisdiction will now only have one net noncurrent deferred tax asset or liability, The new guidance docs
not change the existing requirement that prohibits offsetting deferred tax liabilities from one jurisdiction against deferred tax assets of another jurisdiction.
The Company will retrospectively adopt the new guidance effective January 1,2017. The following table summarizes the adjustments the Company expects
to make Lo conform prior period classifications to the new guidance:

December 31, 2616 December 31, 2015

As reported As adjusted Ay reported Ay adjusted
Current deferred income tax assets $ 97 3 e § 68 § e
Noncurrent deferred income tax assets
(included within other noncument 9 20 18 25
285¢18)
Noncument deferred income tax
tiabilities (553) (467} (556) (495)
Total $ 447) § (447) 8 470) % (470)

Revenue from Contracts with Customers

In May 2014, the FASB issued an accounting pronouncement related to revenue recognition, which applies a single, comprehensive revenue
recognition model for all contracts with customers. This standard, as amended, contains principles with respect to the measurement and timing of recognition
ofrevenue. The Company will recognize revenue to reflect the transfer of goods or services fo customers af an amount that it expects to be entitled to receive
in exchange for those goods or services. The new standard is effective for annual reporting periods beginning after December 15, 2017, The Company will
apply the new revenue standard beginning January 1, 2018, and will not carly adept. The Company has identified the advertising sales and distribution
revenue streams as significant and is currently in the process ofanalyzing each ofthese in accordance with the new guidance to determine the impact on the
consolidated financial statements. The guidance pemmits two methods of adoption: retrospectively to each prior reporting pertod presented {full retrospective
method), or retrospectively with the cumulative effect of'initially applying the guidance recognized at the date of initial application (the cumulative catch-
up transition method). When the Company has completed its evaluation, it will determine the methed of transition that will be used in adopting the new
standard.

Use of Estimates

The preparation of financial statements in accordance with U.S. generally accepted acceunting principles (“GAAP”) requires management to make
estimates, judgments and assumptions that affect the amounts and disclosures reported in the consolidated financial statements and accompanying notes.
Management continually re-evaluates its estimates, judgments and assumptions, and management’s evaluations could change. These estimates are sometimes
complex, seasitive to changes in assumptions and require fair value determinations using Level 3 fair value measurements. Actual results may differ
materially from those estimates,

Estimates inherent in the preparation of the consolidated financial statements include accounting for asset impairments, revenue recogaition,
allowances for doubtful accounts, content rights, depreciation and amortization, business combirations, equity-based compensation, income taxes, other
financial instruments, contingencies, and the determination of whether the Company 1s the primary beneficiary of entities in which it holds variable interests.

Consolidation

The Company has ownership and other interests in various entities, including corporations, partnerships, and limited liability companies, Forcach such
entity, the Company evaluates its ownership and other interests to determine whether it should consolidate the entity or account for its ownership interest as
an investment. As part of its evaluation, the Company initially determines whether the entity is a VIE and, if so, whether it is the primary beneficiary of the
VIE. An cntity is generally a VIE if it meets any of the following critedia: (1) the entity has insufficient equity to finance its activities without additional
subordinated financial support from other parties, (ii) the eguity investors cannot make significant decisions about the entity’s operations, or (iii) the voting
rights of some investors are not proportional to their obligations to absorb the expected losses of the entity or receive the expected retums of'the entity and
substantially all of'the entity’s activities involve or are conducted on behalf of the investor with dispropertionately few voting rights. The Company
consolidates VIEs for which it is the primary beneficiary, regardless of its ownership or voting interests. The primary beneficiary is the party involved with
the VIE that (i) has the power to
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direct the activities of the VIE that most significantly impact the VIE’s economic performance, and (ii) has the obligation to absorb losses of the VIE that
could potentially be significant to the VIE or the right to receive benelits from the VIE that coutd potentialty be significant to the VIE. Upon inception ofa
variable interest or the occurrence of a reconsideration event, the Company makes judgments in determining whether entities in which it invests are VIEs, [f
50, the Company makes judgments to determine whether it is the primary benefictary and is thus required to consolidate the entity.

Ifitis concluded that an entity is not 2 VIE, then the Company considers its proportional voting interests in the entity. The Company consolidates
majority-owned subsidiaries in which a controlling financial interest is maintained. A controtling financial interest is determined by majority ownership and
the absence of significant third-party participating rights.

Ownership interests in entities for which the Company has significant influence that are not censolidated under the Company's consolidation policy
are accounted for as equity method investments. Related party transactions between the Company and its equity method investees have not been eliminated.
(See Note 19)

Investments
The Company holds investments in equity method investees, cost method investees and available-for-sale securities.

Investments in equity method investees are those for which the Company has the ability to exercise significant influence, but does not control and is
not the primary beneficiary. Significant influence typically exists if the Company has a 20% to 50% ownership interest in the venture unless persuasive
evidence to the contrary exists. Under this method of accounting, the Company typically records its proportionate share of the net eamings or losses of equity
method investees and a cotresponding increase ot decrcase to the investment balances. Cash payments to equity method investees such as additional
investments, loans and advances and expenses incurred on behalf of investees, as well as payments from equity method investees such as dividends,
distributions and repayments of loans and advances are recorded as adjustments to investment balances. For the Company's equity method investments in
renewable energy limited liability companies where the capital structure of the equity investment results in different liquidation rights and priorities than
what is retlected by the underlying percentage ownership interests, the Company's proportionate share ofnet eamnings is accounted for using the Hypothetical
Liquidation at Book Value ("HLBV") methodology available under the equity method of accounting. When applying HLBV, the Company determines the
amount that would be received if the investment were to liquidate all of its assets and distribute the resulting cash to the investors based on contractually
defined liguidation prioritics. The change in the Company's claim on the investee's book value in accordance with GAAP at the beginaing and the cad of the
reporting period, after adjusting for any contributions or distributions, is the Company's share of the earnings or losses for the period. The Company evaluates
its equity method investments for impairment whenever events or changes in circumstances indicate that the carrying amounts of such investments may not
be recoverable. (See "Asset Impairment Analysis” below.)

Cost methed investments include ownership rights that either (i) do not meet the definition of in-substance common stock or (ii) do not provide the
Company with control or significant influence and these investments do not have readily determinable fair values. Cost method investments are recorded at
the lower of cost or fair value.

Investments in entities or other securities in which the Company has no control or significant influence and is not the primary beneficiary and have a
readily determinable fair value are accounted for at fair value based on quoted market prices are classified as either trading securities or available-for-sale
securities, For investments classified as trading securities, which inchude sccurities held in a separate trust in connection with the Company’s deferred
compensation plan, unrealized and realized gains and losses related to the investment and corresponding tability are recorded in earnings as a component of
other income (expense), net, on the consolidated statements of eperations. For investments classified as AFS, which include investments in common stock,
unrealized gains and losses ave recorded, net of income taxes, in other comprehensive (Jess) income until the security is sold or considered impaired. if
declines in the value of AFS securities are determined te be other-than-temporary, a loss is recorded in earnings in the current period as a component of other
income (expense}, net on the consolidated statements of operations. (See "Asset hupairment Analysis" below.) For purposes of computing reatized gains and
losses, the Company determines cost on a specific identification basis.

Foreign Currency

The reporting currency ofthe Company is the U.S. dollar. The functional currency of most of the Company’s international substidiaries is the local
currency. Assets and liabilities, including inter-company balances for which settlement is anticipated in the foreseeable future, denominated in foreign
currencies are translated at exchange rates in effect at the balance sheet date. Foreign currency equity balances are translated at historical ates, Revenues and
expenses denominated in foreign currencies are translated at average exchange rates for the respective pertods. Foreign cumency translation adjustments are
recorded in accumulated other comprehensive income.
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Transactions denominated in currencies other than subsidiaries’ functional currencies are recorded based on exchange rates at the time such
transactions arise. Changes in exchange rates with respect to amounts recorded in the consolidated balance sheets refated to these items will result in
unrealized foreign currency transaciion gains and losses based upon period-end exchange rates, The Company also records realized foreign currency
transaction gains and losses upon settlement of the transactions. Foreign currency transaction pains and losses are inchuded in other income {expense), net,
and totaled a gain of $75 million, a loss of $103 million, and a loss of $22 million for 2016, 2015 and 2014, respectively.

Cash flows from the Company's operations in foreign countries are generally transtated at the weighted average rate for the applicable period in the
consolidated statements of cash flows. The tmpacts of material transactions are recorded at the applicable spot rates as of the transaction date in the
consolidated statements of operations and cash flows. The effects of exchange rates on cash balances held in foreign currencies are separately reported in the
Company's consolidated statements of cash flows.

Cash and Cash Equivalents

Cash and cash equivalents includce cash on hand and highly liquid investments with original maturities of 90 days or less.

Receivables

Receivables include amounts billed and currently due from customers and are presented net of an estimate for uncollectible accounts. The Company
evaluates outstanding receivables to assess collectability. In performing this evaluation, the Company analyzes market trends. econemic conditions, the
aging of receivabies and customer specitic risks. Using this information, the Company reserves an amount that it estimates may not be cotlected. The
Company does not require collateral with respect to trade receivables.

Content Rights

Content rights principally consist of television series, specials, films and sporting events. Content aired on the Company’s televiston networks is
sourced from a wide range of third-party producers, wholly-owned and equity method investee production studios and sports associations, Content is
classified either as produced, coproduced or lcensed. The Company owns most or all of the rights to produced centent. The Company collaborates with third
parties to finance and develep coproduced content, and it retains significant rights to exploit the programs. Licensed content is comprised of films or series
that have been previously produced by third partics and the Company retains limited airing rights over a contractug] term. Prepaid licensed content includes
advance payments for rights to air sporting events that will take place in the future and advance payments for acquired filins and television series.

Costs of produced and coproduced content consist of development costs, acquired production costs, direct production costs, certain production
overhead costs and participation costs. Costs incurred for produced and coproduced content are capitalized ifthe Company has previously generated
revenues from similar content in established markets and the content will be used and revenues will be generated for a period of at least one year. The
Company's coproduction arrangementis generally provide for the sharing of preduction costs. The Company records its costs, but does not record the costs
bome by the other party as the Company does not share any associated economics of exploitation. Program licenses typically have fixed terms and require
payments during the termm of the license. The cost ef icensed content is capitalized when the license period for the programs has commeneed and the
programs ar¢ available forair or the Company has paid for the programs. The Company pays in advance of delivery fortelevision series, specials, films and
sports rights. Payments made in advance of when the right to air the content is received are recognized as in-production produced, coproduced content or
prepaid licensed content. Content distribution, advertising, marketing, general and administrative costs are expensed as incurred.

Content amontization expense for each period is recognized based on the revenue forecast model, which approximates the proportion that estimated
distribution and advertising revenues for the current period represent in relation to the estimated remaining total lifetime revenues. The Company annually,
oron an as needed basis, prepares analyses to suppost its content amortization expense by network and by region. Critical assumptions used in determining
content amortization include: (i) the grouping of content by network, (i1) the application of a quantitative revenue forecast medel based on the adequacy of a
network's historical data, (iit) determining the appropriate historical periods to utilize and the relative weighting of those histerical periods in the revenue
forecast model, and (iv) assessing the accuracy of the Company's revenue forecasts, The Company then considers the appropriate appHeation of the
quantitative assessment given forecasted content use, expected content investment and market trends. Content use and future revenues may differ from
estimates based on changes in expectations related to market acceptance, network aftiliate fee rates, advertising demand, the number of cable and satellite
television subscribers receiving the Company s networks, and program usage. Accoidingly, the Company continually reviews revenue estimates and planned
usage and revises its assumptions if necessary. As part of the Company's annual assessment in determining the film forecast model, the Company compares
the calculated amortization rates to those that have been utilized during the year. [f the calculated rates do not deviate
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materially from the applied amortization rates, no adjustment is recorded for the current year amortization expense. The Company allocates the cost of multi-
YEAr sports progrataniag amangements over the contract perfod to each event or season based on the estimated relative value of sach event or season.

The result of the revenue forecast model 1s sither an accelerated method or a straight-line amortization method over the estimated useful lives of
primarily three to four years for produced, coproduced and licensed content, Amortization of capitalized costs for produced and coproduced content begins
when a program has been aired. Amortization of capitalized costs for licensed content commences when the license period begins and the program is
available for use. Amortization of sports rights takes place when the content airs.

Capitalized content costs are stated at the lower of cost fess accumulated amortization or net reatizable value. The Company periodically evaluates the
net realizable value of content by considering expected future revenue generation. Estimates of future revenues consider historical airing pattems and future
plans for airing content, including any changes in strategy. Given the significant estimates and judgments involved, actual demand or market conditions may
be less favorable than those projecied, requiring a write-down to net realizable value. Development costs for programs that the Company has determined will
not be produced, ate fully expensed in the pertiod the determination is made.

Al produced and coproduced content is classified as long-term. The portion of the unamortized licensed content balance, including prepaid sports
rights, that will be amortized within one year is ¢lassified as a current asset.

Property and Equipment

Property and equipment are stated a1 cost less accumulated depreciation and impairments. The cost of property and equipment acquired under capital
lcase arrangements represents the lesser of the present value of the minimum lease payments or the fair value of the leased asset as of the inception of the
lease. The Company leases fixed assets and software. Capitalized software costs are for internat use. Capitalization of software costs occurs during the
application development stage. Software costs incurred during the preliminary project and post implementation stages are expensed as incured. Repairs and
maintenance expenditures that do not enhance the use or extend the life of property and equipment are expensed as incurred.

Depreciation for most property and equipment is recognized using the straight-line method over the estimated useful lives of the assets, which is 15 to
39 years for buildings, three to five years for broadcast equipment, two to five vears for capitalized sofiware costs and three to five years for office equipment,
fumiture, fixtures and other property and equipment. Assets acguired under capital lease arrangements and teasehold improvements are amortized using the
straight-line method over the lesser of the estimated useful lives of the assets or the terms of the related teases, which is one to 15 years. Depreciation
commences when property or equipment is ready for its intended use.

Asset Impairment Analysis
Goodwill and Indefinite-lived Intangible Assets

Goodwill is allocated to the Company's reporting units, which are its operating segments or one level below its operating segments. The Company
evaluates goodwill and other indefinite-lived intangible assets for impairment annuatly as of November 30 and earlier if'an event or other circumstance
indicates that we may not recover the carrying valuc of the assct. Ifthe Company belicves that as a result of its qualitative assessment it is more likely than
not that the fair value ofa reporting unit or other indefinite-lived intangible asset is greater than its carrying amount, the quantitative impairment test is not
required. The Company performs a quantitative impairment test every three years, irrespective of the outcome of the Company's qualitative assessment.

The guantitative goodwill impairment test is performed using a two-step process. The first step of the process is to compare the fair value of a reporting
unit with its carrying amount, including goodwill. If the fair value of a reporting unit exceeds its carying amount, goeodwill of the reporting unit is not
impaired and the second step of the quantitative impairment test is not necessary. I the carrying amount of a reporting unit exceeds its fair value, the second
step of the quantitative goodwill impainnent test is required to be performed to measure the amount of impaimment loss, ifany. The second step of the
quantitative goodwill impairment test compares the impled fair value of the reporting unit’s goodwill with the carrying amount of that goodwill. The
implied fair value of goodwill is determined in the same manncer as the amount of goodwilt recognized tn a business combination, In other words, the
estimated fair value ofthe reporting unit’s identifiable net assets excluding goodwill is compared to the fair value of the reporting unit as if the reporting unit
had been acquired in a business combination and the fair value of the reporting unit was the purchase price paid. Ifthe carrying amount of the reporting unit’s
goodwill exceeds the implied fair value of that goodwill, an impairment loss is recognized in an amount equatl to that excess.

Following a qualitative assessment indicating that it is not more likely than not that the fair value of the indefinite lived intangible asset exceeds its
carrying amount, impairment of other intangible assets not subject to amortization invelvesa
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comparison of the estimated fair value of the intangible asset with its carrying value. If the carrying value of the intangible asset exceeds its fair value, an
impairment Joss is recognized in an amount equal to that excess. Determining fair value requires the exercise of judgment about appropriate discount rates,
perpetual growth rates and the amount and timing of expected future cash flows.

Long-lived Assets

Long-lived assets such as amerttizing trademarks, customer lists, other intangible assets, and property and equipment are net required to be tested for
impairment annually. Instead, long-lived assets are tested for impairment whenever circumstances indicate that the carrying amount of the asset may not be
recoverable, such as when the disposal of such assets is likely or there is an adverse change in the market involving the business employing the related assets.
If'an impairment analysis is reguired, the impairment test employed is based on whether the Company’s intent is te hold the asset for continued use orto hold
the asset for sale. If the intent is to hold the asset for continued use, the impairment test first requires a comparison of undiscounted future cash flows to the
carrying value of the asset. If the camrying value of the asset exceeds the undiscounted cash flows, the asset would not be deemed to be recoverable.
Impairment would then be measured as the excess of the asset’s carrying value over its fair value. Fair value is typically determined by discounting the firture
cash flows associated with that asset. If the intent is to hold the asset forsale and certain other criteria are met, the impairment test involves comparing the
asset’s carrying value fo its fair value less costs to scll. To the extent the carrying valuc is greater than the asset’s fair value less costs to sell, an impainnent
loss is recognized in an amount equal to the difference. Significant judgments used for long-lived asset impairment assessments include identifying the
appropriate asset groupings and primary assets within those groupings, determining whether events or circumstances indicate that the carrying amount of the
asset may not be recoverable, determining the future cash flows for the assets involved and determining the proper discount rate to be applied in determining
fair value.

Equity Method Investments, AFS Secaritics and Cost Method Investments

Equity method investments, AFS securities and cost method investments are reviewed for indicators of other-than-temporary impainmnent on a quarterly
basis. Equity method investments, AFS securitics and cost method investments arc written down to fair vatue if there is evideace of a loss in value which is
other-than-temporary. The Company may estimate the fair value of its equity method investments by considering recent investee equity transactions,
discounted cash flow analysis, recent operating results, comparable public company operating cash flow multiples and in certain situations, balance sheet
liquidation values. The Company may estimate the fair value of its AFS securities by considering the share price and other publicly availabte information
about the the investment. If the fair value of the investment has dropped below the carrying amount, management considers several factors when determining
whether an other-than-temporary decline has occurred, such as: the length of the time and the extent to which the estimated fair value or market value has
been below the carrying value, the financial condition and the near-term prospects of the investee, the intent and ability of the Company to retain its
investment in the investee for a period of time sufficient to allow for any anticipated recovery in market value and geaneral market conditions. The estimation
of fair value and whether an other-than-temporary impairment has occurred requires the application of significant judgment and future results may vary from
current assumptions. (See Note 4.)

It declines in the value of these investments are determined 1o be other-than-temporary, a loss is recorded in eamings in the curent period as a
component of other income (expense), net on the consolidated statements of operations.

Derivative Instruments

The Company uses derivative financial instruments to modify its exposure to market risks from changes in foreign currency exchange rates, interest
rates. and the fair vaine of investments classified as available-for-sale securities. At the inception of a derivative contract, the Company designates the
derivative as one of four types based on the Company's intentions and expectations as to the likely effectiveness as a hedge. These four types are: (i) a hedge
of a forecasted transaction or the variability of cash flows to be received orpaid related to a recognized asset or hiability ("cash flow hedge™, (ii) a hedge of
net investments in foreign operations ("net investment hedge™), (i) a hedge of the fair value of a recognized asset or liability or of an unrecognized firm
commitment ("fair value hedge"), or (iv) an instrument with no hedging designation. (See Note 10.)

Cash Fiow Hedges

For those derivative instruments designated as cash flow hedges, gains or losses on the effective portion of derivative instruments are initially recorded
i accumulated other comprehensive loss on the consolidated balance sheets and reclassified into the consolidaied statements of operations in the same line
item in which the hedged item is recognized and in the same period as the hedged item affects eamings. [fit becomes probable that a forecasted transaction
will not occur, any related gains and losses recorded in accumulated other comprehensive loss on the consolidated balance sheets are reclassified to other
income (expense}, net on the consolidated statements of operations in that period.
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Net Investment Hedges

For those derivative instruments designated as net investment hedges, the changes in the fair value of the derivatives instraments are recorded as
cumulative transtation adjustments, a component of accwmulated other comprehensive koss on the consolidated batance sheets, and are only recognized in
camings upon the liquidation or sale of the hedged investment, If the notional amount of the instrument designated as the hedge of a net investment is
greater than the portion of'the net investment being hedged, hedge ineffectiveness, which is the gain orloss of the portion overhedged, is reclassified to
other income (expense), net on the consolidated statements of operations in that period.

Fair Value Hedges

For those derivative instruments designated as fair value hedges, the changes in the fair value of the derivative instruments, including offsetting

changes in fair value of the hedged items and amounts excluded from the assessment of effectiveness are recorded in other income (expense), net.

No Hedging Designation

The Company may also enter into derivative instruments that are not designated as hedges and do not qualify for hedge accounting. These contracts arc
intended to mitigate economic exposures of the Company. The changes in fair value of derivatives not designated as hedges and the ineffective portion of
derivatives designated as hedging instruments are immediately recorded in other income {expense), net.

Financial Statement Presentation

The Company records all unsettled derivative contracts at their gross fair values on the consolidated balance sheets. (See Note 5.) The portien of the fair
value that represents cash flows occurring within one year are classificd as current, and the portion related to cash flows occurring bevond ene year are
classified as noncurrent.

‘The cash flows from the effective portion of derivative instruments used as hedges are classified in the consolidated statements of cash flows in the same
section as the cash flows from the hedged item. For example, the cash paid or received to settle the effective portion of foreign exchange derivatives intended
to hedge distribution revenue eamned during the year ended December 31,2016 is reported as an operating activity in the consolidated statements of cash
flows consistent with the classification of cash received from customers. Also, the cash flows related 10 our interest rate contracts used to hedge the pricing for
certain senior notes are reported as a financing activity in the consolidated statements of cash flows consistent with the cash proceeds from our debt offerings.
The cash flows from the ineffective portion of derivative instruments used as hedges, periodic seitlement of interesi on cross-currency swaps, and derivative
contracts not designated as hedges are reported as investing activitics in the consolidated statements of cash flows,

Treasury Stock

When stock is acquired for purposes other than formal or constructive retirement, the purchase price of the acquired stock is recorded in a separate
treasury stock account, which is separately reported as a reduction of equity.

When stock is retired or purchased for formal or constructive retirement, the purchase price is initially recorded as a reduction to the par value of the
shares repurchased, with any excess purchase price over par value recorded as a reduction to additional paid-in capttat related to the series of shares
repurchased and any remainder excess purchase price recorded as a reducticn to retained earnings. If the purchase price exceeds the amounts allocated to par
value and additional paid-in capital related to the series of shares repurchased and retained eamings, the remainder is atlocated to additional paid-in capital
retated to other series of shares.

Conmmon Stock Repurchase Contracts

Under common stock repurchase contracts, the Company makes up fiont cash payments for the future seitiement of the contract in either shares or in
cash based on the Company's Series C common stock price at settlement in relation to the strike price of the contract. If the Company's Series C common
stock price is below the strike price at expiry, the Company receives a predetermined number of its Series C commen stock. If the Company's Series C
common stock price is above the strike price at expiry, the Company can elect 1o seitie the transaction in either cash or the equivalent value in shares of
Series C common stock at the then current market price upon scttlement, based on the notionat value of the repurchase contract, The contracts represent a
hybrid instrument consisting of a debt instrument and an embedded equity-linked derivative that does not require bifurcation because it is linked to the
Company’s own stock. The Company accounts for these contracts as equity transactions. Prepayments are recorded as a reduction in additional paid-in
capital. if the contract settles in shares of Series C common stock, that amount will be rectassified to treasury stock. If the contract settles in cash, the cash
receipt will be recorded as an increase to additional paid-in capital.
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Revenue Recognition

The Company generates revenucs principatly from (i) fees charged to distributors of its network content, which include cabile, direct-to-home ("DTH")
satellite, telecommunications and digital service providers, (i1) advertising sold on its television networks and websites, (i1t} transactions for curriculum-
based products and services, (iv) production studios content development and services, (v) affiliate and advertising sales representation services and (vi) the
licensing of the Company's brands for consumer products.

Revenue s recognized when persuasive evidence of a sales arrangement exists, services are rendered or delivery occurs, the sales price i fixed or
determinable and collectability is reasonably assured, Revenues do not include taxes collected from customers on behalfof taxing authorities such as sales
tax and value-added tax. However, certain revenues include taxes that customers pay to taxing authorities on the Company’s behalf, such as foreign
withhelding tax. Revenue recognition for each source of revenue is also based on the following policies.

Distribution

Cable operators, DTH satellite and telecommunications service providers typically pay a per-subscriber fee for the right to distribute the Company’s
programming under the tenms of distribution contracts. The majority of the Company’s distribution fees are coltected monthly throughout the year and
distribution revenue is recognized over the term of the contracts based on contracted programming rates and reported subscriber levels. The amount of
distribution fees due to the Company are reported by distributors based on actual subscriber levels. Such information is generally not received until after the
close of the teporting period. In these cases, the Company estimates the number of subscribers receiving the Company’s programming. Historical adjustments
to recorded estimates have not been material.

Bistribution revenues are recognized net of incentives the Company provides te operators in exchange for carrying its networks. Inceatives include
cash payments to operators (“launch incentives”). Launch incentives are capitalized as assets upon launch ofthe Company’s network by the operator and are
amortized on a straight-line basis as a reduction of revenue over the term of the contract, including free periods. In instances where the distribution agreement
is exlended priorto the expiration of the original term, the Company evaluales the economics of'the extended term and, i it is determined that the launch
assef continues to benefit the Company over the extended term, then the Company will adjust the amortization pertod of the remaining launch incentives
accordingly. Other incentives are recognized as a reduction ofrevenue as incurred. Amortization of launch incentives was 513 million, $16 millien and $11
million for 2016.2015 and 2014, respectively.

Revenucs associated with digital distribution arrangements are recognized when the Company transfers control of the content and the rights to
distribute the content to the customer. If multiple programs are included in the arrangement, the Company allocates the fee to each program based on its
relative fair value.

Advertising

Advertising revenucs are principally generated from the sale of bundled commercial time on television networks and websites. The Company allocates
the ad sales arrangement consideration to each item based on its relative fair value. Advertising revenues are recognized net of agency commissions in the
period advertising spots are aired. A substantial postion ofthe advertising contracts in the U.S. guarantee the advertiser a minimum audience level that either
the program in which their advertisements are aired or the adverfisement will reach. Revenues are recognized for the actual audience level detivered. The
Company provides the advertiser with additional adverlising spois in future periods if the guaranteed audience level is not delivered. Revenues are deferred
for any shortfall in the guarantced audicnce level until the guaranteed audience level is delivered or the rights associated with the guarantee tapse. Audience
guarantees are initially developed internally based on planned programining, historical audience levels, the success of pilot programs, and market trends. In
the U.S., actual audience and delivery information is published by independent ratings services. In certain instances, the independent ratings information is
not received until after the close of the reporting period. In these cases, reported advertising revenue and related deferred revenue are based upon the
Company's estimates of the audience level delivered. Historical adjustments to recorded estimates have not been material.

Advertising revenues from online properties are recognized as impressions are delivered or the services are performed.
Other

Revenue for curriculum-based services is recognized ratably over the contract term as service is provided. Royatties from brand licensing arrangements
are earned as products are sold by the licensee. Revenue from the production studios segment s recognized when the content is delivered and available for
airing by the customer.

Deferred Revenae
Deferred revenue primarily consists of cash received fortelevision advertising for which the advertising spots have net yet fulty delivered the ratings
guarantced, product Heensing arrangements, advanced billings to subscribers for access to the
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Company’s curriculum-based streaming services and advanced tees received related to the sublicensing of Olympic rights. The amounts classified as current
are expected 1o be eamed within the next year.

Equity-Based Compensation Expense

The Company has incentive plans under which performance-based restricted stock units {*PRSUs™), service-based restricted stock units ("RSUs") stock
options, stock appreciation rights (“SARs”) and unit awards are issued.

Vesting for certain PRSUs is subject to satisfying objective operating performance conditions, white vesting for other PRSUs is based on the
achievement of a combination ol objective and subjective operating performance conditions. Compensation expense for PRSUs that vest based on achieving
objective operating performance conditions is measured based on the fair value of the Company’s Series A and C common stock on the date of grant less
estimated forfeitures. Compensation expense for PRSUs that vest based on achieving subjective operating performance conditions or in situations where the
executive is able to withhold taxes in excess of the minimum statutory requirement, is remeasured at the fair vatue of the Company’s Series A and Series C
common stock, as applicablc, less estimated forfeitures each reporting period until the date of conversion, Compensation expense for all PRSUs is recognized
ratably, following a graded vesting pattern during the vesting period onty when it is probable that the operating performance conditions will be achieved.
The Company records a cumulative adjustment to compensation expense for PRSUs if there is a change in the determination of whether ornot it is probable
the operating performance conditions will be achieved.

The Company measuies the cost of employee services received in exchange for RSUs based on the fair value of the Company’s Series A conmumon stock
on the date of grant less estimated forfeitures. Compensation expense for RSUs is recognized ratably during the vesting period.

Compensation expense for stock options is attributed to expense over the vesting period based on the fair value on the date of grant less estimated
forteitures. Compensation expense for stock aptions is recognized ratably during the vesting period.

The Company measures the cost of employee services received in exchange for SARS and unit awards based on the fair value of the award less
estimated forfeitures. Because certain SARs and all unit awards are cash-settied, the Company remeasures the fair value of these awards each reporting period
until settiement. Compensation expense, including changes in fair value, for SARs and unit awards is recognized during the vesting pertod in proportion to
the requisite service that has been rendered as of the reporting date. For awards with graded vesting, the Company measures fair value and records
compensation expense separately for each vesting tranche.

The fair values of SARs, unit awards and stock options are estimated using the Black-Scholes option-pricing model. Because the Black-Scholes option-
pricing model requires the use of subjective assumptions, changes in these assumptions can materially affeet the fair value of awards. For SARs and unit
awards the expected term is the period from the grant date to the end ofthe contractual term of the award unless the terms of the award allow for cash-
settlement automatically on the date the awards vest, in which case the vesting date is used. For stock options the simplified method is utilized to calculate
the expected term, since the Company does not have sufficient historical exercise data to provide a reasonable basis upon which to estimate the expected
term. ‘Fhe simplified method considers the period from the date of grant through the mid-peint between the vesting date and the end of the contractual term of
the award. Expected volatility is based on a combination of implied volatilities from traded options on the Company’s common stock and historical realized
volatility of the Company’s common stock. The dividend yield is assumed to be zero because the Company has no history of paying cash dividends and no
present intention to pay dividends. The risk-fice interest rate is based on U.S. Treasury zero-conpon issues with a remaining term equal to the expected term
of the award.

When recording compensation cost for equity-based awards, the Company is required to estimate the number of awards granted that are expected to be
forfeited. In estimating forfeitures, the Company considers historical and expected forfeiture rates and anticipated events. On an ongoing basis, the Company
adjusts compensation expense based on actual forfeitures and revises the forfeiture rate as necessary.

The Employee Stock Purchase Plan (the “BESPP™) enables eligible employees to purchase shares of the Company ‘s common stock through payroll
deductions or other permitted means. The Company recognizes the fair value of the discount associated with shares purchased under the plan as equity-based
compensation expense.

Equity-based compensation expense is recorded as a cemponent of selling, general and administrative expense. The Company classifies the intrinsic
valuc of SARs and unit awards that arc vested or witl become vested within one year as a current Liability.

Excess tax benetits realized from the exercise of stock options and vested RSUs, PRSUs and the DESPP are reported as cash inflows from financing
activities rather than as a reduction of taxes paid in cash flows from operating activities on the consolidated statements of cash flows,
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Advertising Costs

Advertising costs are cxpensed as promotional services are delivered in selling, general and administrative expenses. Advertising costs paid to third
parttics totaled $166 mitlion, $148 million and $145 million for 2016, 2615 and 2014, respectively.

Income Taxes

Income taxes are recorded using the asset and liability method of accounting for income taxes. Detferred income taxes reftect the net tax effect of
temporary differcnces between the carrying amounts of assets and labilities for financial reporting purposes and the amounts used for income tax purposes.
Deferred taxes are measured using rates the Company expects te apply to taxable income in years in which those temporary differences are expected to
reverse. A valuation allowance is provided for deferred tax assets it it is more likely than not such assets will be unrealized. The Company also engages in
transactions that make the Company eligible for federal investment tax credits. The Company accounts for federa) investment tax credits under the flow-
through method, under which the tax benefit generated from an investment tax credit is recorded in the period the credit is generated.

From time to time, the Company engages in transactions in which the tax consequences may be uncertain. Significant judgment is required in assessing
and estimating the tax consequences of these fransactions. The Company prepares and files tax returas based on its interpretation of tax laws and regulations.
In the normal course of business, the Company's tax returns are subject te examination by various taxing authorities. Such examinations may result in future
tax and interest assessments by these taxing anthorities.

In determining the Company's tax provision for financial reporting purposes, the Company establishes a reserve for uncertain tax positions unless the
Company determines that such pesitions are more likely than not te be sustained upon examination based on their technical merits, including the resolution
of any appeals or litigations processes. There is considerable judgment invelved in determining whether positions taken on the Company's tax returns are
more likely than not 1o be sustained. The Company adjusts its tax rescrve estimates periodicalty because of ongoing examinations by, and settlements with,
various taxing authorities, as well as changes in tax laws, regulations and interpretations.

Concentrations Risk
Customers

The Company has long-term contracts with distributors around the world. For the U.S. Networks segment, more than 90% of distribution revenue comes
from the 10 largest distributors. For the International Networks scgment, approximately 46% of distribution revenne comes from the 10 targest distributors,
Agreements in place with the 10 largest cable and satellite operators with the U.8. Networks and International Networks expire at various times from 2017
through 2021, Although the Company seeks to renew its agreements with its distributors prior to expiration of a contract, a delay in securing a renewal that
results in a service disruption, a failure to secure a renewal or a renewal on jess favorable terms may have a matertal adverse effect on the Company s financial
condition and results of operations. Not only could the Company experience a reduction in distribution revenue, but it could also experience a reduction in
advertising revenue, as viewership is impacted by affiliate subscriber levels.

No individual customer accounted for more than 10% of total consolidated revenues for2016,2015 and 2614. As of December 31, 2016 and 2015, the
Company’s trade receivables do not represent a significant concentration of eredit risk as the customers and markets in which the Company operates are
varied and dispersed across many geographic arcas.

Financial Institutions

Cash and cash equivalents are maintained with several financial institutions. The Company has deposits held with banks that exceed the amount of
insurance provided on such deposits. Generally, these deposits may be redeemed upon demand and are maintained with financial institutions ot reputable
credit and, therefore, bear minimal credit risk. Additionally, the Company has cash and cash equivalents held by its foreign subsidianes that would result in
U.S. tax consequences should the Company decide it needs to repatriate these funds to the U.S.

Lender Counterparties

There is a risk that the counterparties associated with the Company 's revoelving credit facility will not be available to fund as obligated under the terms
of the facility and that the Company may, at the time of such unavailability to fund, have limited or no access to the commercial paper market. If funding
under the revolving credit facility is unavailable, the Company may have to acquire a replacement credit facility from different counterparties at a higher cost
or may be unablc to find a suitable replacement. Typically, the Company secks to manage such risks from its revolving credit facility by contracting with
experienced large financial institutions and monitoring the credit quality of its lenders. As of December 31, 2016, the Company did not anticipate
nonperformance by any of its counterparties.
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Counterparty Credit Risk

The Company is exposed to the risk that the counterparties to outstanding derivative financial instruments will default on their obligations. The
Company manages these credit risks through the evaluation and monitoring of the creditworthiness of, and concentration of nisk with, the respective
counterparties. In this regard, credit risk associated with cutstanding derivative Anancial instraments is spread across & relatively broad counterparty base of
banks and financial institutions. In connection with the Company's hedge of certain investments classificd as available-for-sale securities, the Company has
pledged shares as collateral to the derivative counterparty. (See Note 5.) The Company also has a limited number of arrangements where collateral is required
to be posted in the instance that certain fair value thresholds are exceeded. As of December 31, 2016, no coeflateral has been posted by either party under these
arrangements. As of December 31, 2016, our cxposure to counterparty credit risk mcluded derivative assets with an aggregate fair value of $92 million. (See
Note 10.)

NOTE 3. ACQUISITIONS AND DISPOSITIONS

Acquisitions

Euresport International and France

On December21, 2012, the Company acquired a 20% equity method investment in Eurosport, which includes both Eurosport Intemationa] and
Eurosport France. On May 30, 2014, the Company acquired an additional 31% equity in Eurosport International to obtain a controlting interest in Eurosport
International for €259 million ($351 million), On March 31, 20135 the Company acquired an additional 31% interest in Eurosport France for €36 million (§38
million). These transactions gave the Company a 51% controlling stake in Eurosport. The Company recognized gains of $2 millien and 329 million for the
years ended December 31, 2015 and 2014, respectively, to account for the difference between the carrying value and the fair value of the previousty held
20% equity method investments in Eurosport France and Eurosport International, The gains were included in other income (expensc), net in the Company's
consolidated statements of operations. (See Note 18.) On October 1, 2015, TFI put its remaining 49% interest in Eurcsport to the Company for €491 million
($548 million). (See Note 11.)

Eurosport is a lcading pan-European sports media platform. The flagship Eurosport network focuses on regionally popular sports, such as tennis, skiing,
cycling and motor sports. Eurosport’s brands and platforms also inctude Eurosport HD {(high definition simulcast), Eurosport 2, Eurosport 2 HD and
HEurosportnews. The acquisitions are intended to enhance the Company's pay-TV offerings in Europe and increase the growth of Eurasport.

The Company used a discounted cash flow ("DCF") analysis, which represent Level 3 fair value measurements, to assess certain components of the
Eurosport purchase price allocations. The fair value ofthe assets acquired, liabilities assumed, noncontroliing interests recognized and the remeasurement
gains recorded on the previously held equity interests is presented in the table below {in mitlions).

Eurosport
France Eurosport
International
March 31, 20815 May 340, 2014
Goodwill $ 69 8§ 785
Intangible assets 40 467
Other assets acquired 25 169
Cash 35 47
Removal of TF1 put right 2 27
Currency translation adjustinent (6) 7
Remeasurement gain on previcusly held equity interest (2) (29}
Liabilities assumed (30) (169)
Deferred tax liabilities (i4) (164)
Redeemabic noncontrolling intercst (Note 11) (60) (558)
Carrying value of previcusly held equity interest 21 (231)
Net assets acquired 3 38 8 351

The goodwill reflects the workforce and synergies expected from increased pan-European market penetration as the operations of Eurosport and the
Company are combined. The goodwill recorded as part of this acquisition is inckuded in the lntemational Networks reportable segment and is not amortizable
for tax purposes. intangible assets primarily consist of
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distribution and advertising customer relationships, advertiser backlog and trademarks with a weighted average estimated usefut tife of 10 years.

Discovery Family (formerly known as the Hub Network)

On September 23, 2014, the Company acquired an additional 10% ownership interest in Discovery Family from Hasbro, inc. ("Hasbro™) for $64 million
and obtained financial operating control ofthe joint venture. Discovery Family is a pay-TV network in the U.S. that provides entertainment for children and
families. The purchase increased the Company’s ownership interest trom 50% to 60%. As a result of acquiring a controlling interest, the Company changed its
accounting for Discovery Family Irom an equity method investment to a consolidated subsidiary. There was no gain or loss recorded at the time of
acquisition as the fair value ofthe Company's previously held equity interest in Discovery Family was equal to the carrying amount as of the acquisition
date. The acquisition of Discovery Family supports the Company's strategic priority ofbroadening the scope of the network to increase viewership. The
Company rebranded the network to Discovery Family on October 13,2014,

The Company used DCF analyses, which represent Level 3 fair value measurements, to assess certain components of its purchase price altocation. The
fair valuc of the assets acquired, liabilitics assumed and noncontrolling interest recognized is presented in the tabie below (in millions),

September 23, 2014

Goodwill $ 310
Intangible assets 301
Other assets acquired 96
Cash 33
1iabilities assumed (125)
Redeemable noncentrolling interest {Note 11} (238)
Carrying value of previously held equity interest (313)
Net assets acquired 3 64

The goodwill reflects the workforee and synergies expected from combining the operations of Discovery Family with the Company's existing U.S.
Networks, The goodwit] recorded as part of this acquisition is included in the U.8. Networks reportable segment and is not amortizable for tax purposes.
Intangible assets primarily consist of distribution customer relationships with an estimated useful life of 25 years, based on three renewals.

Other

[n 20135, the Company acquired several other unrclated businesses for totat cash and contingent consideration of 391 miltion, net of cash acquired.
Total consideration, net of cash acquired, included contingent consideration of$13 million as of December 31,2015, $2 mitlion of which was paid during
2016. The Company recorded $54 million and $43 million of goodwili and intangible assets, respectively, in connection with these acquisitions. The
acquisitions included FTA networks in Italy and Turkey, cable networks in Denmark and a pay-TV sports channel in Asia. The goodwill reflects the synergics
and regional market penetration from combining the operations of these acquisitions with the Company's operations.

In 2014, the Company acquired several other unrelated businesses for total consideration of $40 miltion. net of cash acquired. Total consideration, net
of cash acquired included 52 million of contingent consideration. The Company recorded $37 million and $10 million of goodwill and intangible assets,
respectively, in connection with these acquisitions. The acquisitions included a tactual entertainment production company in the UK. and cable networks in
New Zealand. The goodwill reflects the synergics and market expansion from combining the operations of these acquisitions with the Company's operations.

Pro Forma Financial Information

The following table presents the unaudited pro forma resulis of the Company as though all of the business combinations from 2014 had been made on
January 1, 2013, The Company had no 2016 business combinations, and the Company's 2015 business combinations are not material individually orin the
aggregate and have not been included in the pro forma table. These pro forma resuits do not necessarily represent what would have occurred if all the
business combinations had taken place on January 1, 2014, nor do they represent the results that may occur in the future. This pro forma financiat infonmation
includes the historical financial statement amounts of Discovery and its business combinations for the full vear with the following adjustments: 1} the
Company converted historical financial statements to GAAP, 2) the Company applied its acconnting policies, 3) the Company adjusted for amortization
expense assuming the fair value adjustments to intangible assets had been applied beginning
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January 1, 2014, 4) the Company removed content impairments resulting from the consolidation and subsequent rebranding of Discovery Family from 2014,
53 the Company removed the gains recognized upon the consoldation of previously held equity interests in 2014, 6) the Compary removed Josses on
derivative instruments and other market value adjustments recognized in connection with business combinations and previously held equity interests, 7) the
Company adjusted for transaction costs of $4 million incurred in 2014, and 8) the Company included adjustments for income taxes associated with these pro
forma adjustments.

The pro forma adjustments were based on available information and upon assumptiens that the Company believes are reasonable to reflect the impact of
these acquisitions on the Company's historical inancial information on a supplemental pro ferma basis (in millions),

Pro Forma

Year Ended December
31,

2014
Revenues b 6,559
Net income 8§ 1,168

Impact of Business Combinations
The operations of each of the business combinations discussed above were included in the consolidated financial statements as of each oftheir

respective acquisition dates. The following table presents their revenue and camings as reported within the consetidated financial statements for the year
ended December 31, 2014 (in millions).

Year Ended December

31,
2014
Revenues:

Distribution % 220
Advertising 84
Other 72

Total revenues 376
Net income $ 9

Dispositions
Secker and SourceFed

On December 2, 2016, the Company recorded a pre-tax gain of $50 million upon deconsoHdation of its digital network Secker and production studio
SourceFed, following its contribution of the businesses and 3100 millien in cash for the formation of a new joint venture, Group Nine Media, Inc. ("Group
Nine Media™). Group Nine Media includes Thrllist Media Group, NowThis Media and TheDodo.com. As a result of the transaction, Discovery obtained a
39% ownership interest in the prefeired stock of Group Nine Media, which is accounted for under the cost method of accounting. (See Note 4.) The gain on
contribution of the digital networks business included the write off of $32 million in net assets, including $22 million of goodwill allocated to the
transaction based on the relative fair values of the digital networks business disposed and the portion of the U.S. Networks reporting unit that was retained.
Russia

On October 7, 2015, Discovery recorded a loss of $5 million upon the deconsolidation of its Russtan business following its contribution to a joint
venture {the “New Russian Business™) with a Russian media company, National Media Group ("NMG"). The New Russian Business was established to
comply with changes in Russian legislation that limit forcign ownership of media companies in Russia, No cash consideration was exchanged in the
transaction, NMG contributed a FTA license which enables advertising for the New Russian Business. As part of the transaction, Discovery obtained a 20%
ownership interest in the New Russian Business, which is accounted for under the eguity method of accounting. The loss on contribution of the Russian
business included $15 million of goodwill allocated to the transaction based on the refative fair values of the Russian business disposed of and the portion of
the reporting unit that was retained. Although Discovery no longer consolidates the Russian business, Discovery camns revenue by providing content and
brands to the New Russian Business under long-term licensing arrangements (Note 19).
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The Russian business was included in the International Networks reportable segment; the licensing arrangements with the New Russian Business are reported
as distribution revenue in the International Networks seportable segment. {See Note 21))

Radio

On June 30, 2013, Discovery sold its radio businesses in Northern Europe to Bauer Media Group ("Bauer”) for total consideration, net of cash disposed
of €72 million ($80 million), which included €54 million ($61 million}in cash and €18 million {$ 19 millton) of contingent constderation. The cumulative
gain on the disposal of $1 million included $26 million of goodwilt allocated to the transaction based on the relative fair values of the radio business
disposed of and the portion ofthe reporting unit that was retained. The Company recorded a $12 million loss including estimated contingent considetation
as disclosed for the year ended December 31, 2015. Based on the finaf resolution and receipt of contingent consideration payable, Discovery recorded a pre-
tax gain of $13 million for the yearended December3 1, 2016.

The Company determined that the disposal did not meet the definition of a discontinued operation because it did not represent a strategic shift that had
a significant impact on the Company's operations and conselidated financial results. The income before income taxes impact ofthe Company's radio
businesses was zero and a loss of $5 million and for the years ended December 31,2015 and 2014, respectively. The Company's radio businesses were
included in the Intemational Networks reportable segment.

HowStuffWorks, LLC

On May 30, 2014, Discovery sold HowStuffWorks, LLC ("HSW"), a commercial website which uses varicus media to explain complex concepts,
terminology and mechanisms, to Blucora, Inc. (“Blucora™). Blucora paid Discovery 345 million, and Discovery recorded a pretax gain of $31 million upon
completion of the sale. HSW was included in the U.S. Networks reportable segment. The Company determined that the disposal did not meet the definition of
a discontinued operation due to the migration of sales to its remaining digital businesses.
NOTE 4. INVESTMENTS

The Company’s investments consisted of the following (in millions).

December 31,

Category Balance Sheet Loeatien 26 2015
Trading securities:

Mutual funds Prepaid expenses and other current assets S 160 § 149
Equity method investments Equity method investments, including

note receivable 557 567

Available-for-sale securities:

Common stock Other noncurrent assets 64 81

Common stock - pledged Other noncurrent assets 64 81
Cost method investments Other noncurrent assets 245 43

Total investments S 1090 % 921

Trading Sccurities

Trading securities include investments in mutual funds held in a separate trust which are owned as part of the Company’s supplemental retirement plan.
(See Note 14.)

Equity Method Investments

In the normal course of business, the Company makes investments that support its underlying business strategy and enabie it to enter new markets and
develop programming. Al equity method investees are privately owned. The carrying values of the Company’s equity method investments are consistent
with its ownership in the undetlying net assets of the investees, except for Oprah Winfrey Network ("OWN"), because the Company has recorded losses in
excess of its ownership interest, and certain investments in renewable energy projects accounted for using the HLBV methodology under the equity method
of accounting. Certain of the Company's equity method investments are VIEs, for which the Company is not the primary beneficiary. As of December 31,
2016, the Company’s maximum cstimated cxposure for all its VIEs including the investment carrying values, unfunded contractual commitments, and
guarantees made on behalf of VIEs was approximately $709 million, The Company's maximum estimated exposure excludes the non-contractual future
funding of VIEs. The aggregate carrying values of these VIE equity method investments were 8426 millicen and $423 million as of December 31, 2016 and
2015, respectively. The Company
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recognized its portion of net eamings generated by VIEs of $7 million, $30 miilion and $45 million for2016, 2015 and 2014, respectively, in income from
equity investees, net on the consolidated statements of operations.

OWN

OWN is a pay-TV network and website that provides adult lifestyle content, which is focused on self-discovery, setf-improvement and entertainment.
Since the initial equity was not sufficient to fund OWN's activities without additional subordinated financial support in the form of a note receivable held by
the Company, OWN is a VIE. While the Company and Harpo, Inc. ("Harpo™) are partners who share egually in voting control, power is not shared because
Harpo holds operational rights related to programming and marketing, as well as selectien and retention of key management, that significantly impact OWN’s
economic performance. Accordingly, the Company has determined that it is not the primary beneficiary of OWN and accounts for its investment in OWN
using the equity method. However, the Company provides OWN content licenses and services. such as distribution, sales and administrative support, for a fee
and has provided OWN funding. (Sec Note 19.)

The carrying value of the Company's investment in OWN of$320 million and $373 million as of December 31, 2016 and December 31,2015,
respectively, includes the Company's note receivable and accumulated investment losses.

The Company's combined advances te and note receivable from OWN, including accrued interest, were $311 million and $384 miltion as of
December 31, 2016 and December 31, 2015, respectively. On April 30, 2015, Oprah Winfrey agreed to extend her exclusivity agreement with OWN and the
note receivablic agreement was modificd to reduce its interest rate, compounded annually, from 7 5% to 5.0%, retroactive to January 1, 2014, During 2036,
the Company received net repayments of $87 mitlion fom OWN and accrued interest on the note receivable of $14 million. During 2015, the Company
received net repayments of $82 million from OQWN and accrued interest on the note receivable ot $23 mitlion.

The note receivabie is secured by the net assets of OWN. While the Company has no turther funding commitments, the Company will provide
additiona! funding to OWN, if necessary, and expects to recoup amounts funded. There can be no event of defanlt on the borrowing until 2023, However,
borrowings are scheduled for repayment four years after the borrowing date 1o the extent that OWN has excess cash to repay the borrowings then due.
Following such repayment, OWN’s subsequent cash distributions will be shared equally between the Company and Harpo.

In accordance with the venture agreement, losses generated by OWN are allocated to both investors based on their preportionate ownership interests.
However, the Company has recorded its portion of OWN’s losses based upon accounting rules for equity method investments. Prier to the contribution ef the
Discovery Health network to OWN at its faunch, the Company had recognized $104 million, or 100%., of OWN's net losses. During the three months ended
March 31,2012, accumulated operating losses at OWN exceeded the equity contributed to OWN, and Discovery began again to record 100% of OWN’s net
logses. Although OWN has become profitable, the Company will record 100% of any net losses to the extent they occur resulting from OWN's operations as
long as Discovery has provided all funding to OWN and OWN’s accumulated losses continue to exceed the equity contributed. All of OWN's net income has
been and will continue 10 be recorded by the Company until the Company recovers lesses abserbed in excess of the Company's equity ownership interest.
The Company also monitors the financial results of OWN along with other relevant business information to assess the recoverability of the OWN note
receivable. There has been no impairment of the OWN note receivable.

Based on the joint venture agreement, as amended on April §, 2016, Harpo has the right to require the Company to purchase ail or part of Harpo's
interest in OWN at fair market value up to a maximum put amount during a 90-day windows beginning on April 1, 2017 and every two aad a halfyears
commencing July 1, 2018 through January 1, 2026. The maximum put amount ranges from $100 million on the first put exercise date up to a cumulative cap
of $400 million on the fifth put exercise date. The Company has not recorded amounts for the put right because the fair value of this put right was zero as of
December 31,2016 and December 31, 2015.

Renewahle Energy Investntents

During December 2016, the Company invested 363 million in limited liability companies that sponsor renewable energy projects related to solar energy.
The Company expects this invesiment to result in tax benefits received, which reduce the Company's tax liability, and cash flows from the operation of the
investee. These investments are considered VIEs of the Compeny. The Company does not consolidate the investments as the Company does not have the
power to direct the activities that will most significantly impact their economic performance such as the investee's ability to obtain sufficient customers. Once
a stipulated return on investment is gamered by the Company, the investment allocations to the Company are significantly reduced. Accordingly, the
Company accounts for these investments under the equity method of accounting and applics the HLBY method for recognizing the Company's proportionate
share of the investments' net earmnings or losses. (See Note 2.)

85

01.11.2020 kI 02:57 Brgnngysundregistrene Side 105 av 188



- Brgnngysundregistrene Arsregnskap regnskapséaret 2016 for 914493420

DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

During 2016, the Company recognized $24 million of losses on these investments as part of (loss) income from equity investees, net in the consolidated
statements of operations. The Company received $26 million ofbenelit from the entities' investment tax credits and passive losses recorded, which are
recorded as a component of income tax expense. As of December 31, 2016, the Company’s carrying value of renewable energy investments was $39 million
and the Company has made 3238 million of future funding commitments for these investments.

Other Equity Method Investments

The Company acquired other equity method investments and made additional contributions 1o existing equity method brvestments totaling $91
million during 201 6. At December 31,2016, the Company's other equity method investments included Mega TV, a FTA channel in Chile, a digital publisher
in Latin America, the New Russian Business, All3Media and certain joint ventures in Canada.

On March 31, 2015 and May 30, 2014, the Company acquired from TF1 a controlling interest in each of its Eurosport France and Eurosport
International equity method investments, respectively, by increasing its ownership stake from 20% to 51%. As a result, the Company changed its accounting
for Eurosport France and Eurosport Intemnational from equity method investments Lo consolidated subsidiaries as of their respective acquisition dates. {See
Note 3.) Gn October 1, 2015, the Company acquired the remaining 49% of Eurosport upon TF1's exercise of its right to put. (See Nete [1.)

Available-for-Sale Securities ("AFS")

On November 12,2015, the Company acquired 5 milon sharcs, or 3.4%, of Lions Gate Entertainment Corp. ("Lionsgate"), an entertainmaent company, for
$195 million. Lionsgate operates in the motion picture production and distribution, television programming and syndication, home entertainment, family
entertainment and digital distribution businesses. As the shares have a readily determinable fair value and the Company has the intent to retain the
investment, the shares are classified as AFS securities.

The accumulated amounts associated with the components of the Company's AFS securities, which are included in other non-current assets, are surimarized
in the table below.

December 31,

2016 2015
Cost $ 195 8 195
Change in value of the hedged AFS recognized in other income {(expense), net (19} {2)
Other-than-temporary impairment of AFS securities (62) .
Unhedged AFS - other comprehensive (loss) income 14 30
Carrying value 3 128§ 162

The Company hedged 50% ofthe shares with an equity collar (the “Lionsgate Collar”) and pledged those shares as collateral to the derivative counter
party. In the application of hedge accounting, when the share price of Lionsgate is within the boundaries of the collarand the hedge has no intrinsic value,
the Company records the gains or losses on the Lionsgate AFS securities as a component of other comprehensive (less) income. When the share price of the
Lionsgate AFS is outside the boundaries ofthe collar and the hedge has intrinsic value, the Company records a gain or loss for the change in the fair value of
the hedged portion of Lionsgate shares that correspond to the change in intrinsic value of the hedge as & component of other income (expense), net. (See Note
102y

As of September 30, 2016, the Company determined that the decline in value of AFS securities related to its investment in Lionsgate was other-than-
temporary in nature and, as such, the cost basis was adjusted to fair value. The fmpairment determination was based on the sustained decline in the stock price
of Lionsgate in relation to the purchase price and the prolonged length of time the fair value of the investinent has been less than the carrying value. Based
on the other-than-temporary impairment determination, unrealized pre-tax losses of $62 million previously recorded as a component of other comprehensive
(loss) income were recognized as an impairment charge that is included as a component of other income (expense), net for the year ended December 31, 2016,
Since September 30, 2016, the increase in stock price has been recorded as a component of other comprehensive (loss) income.
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Cost Method Investments

DISCOVERY COMMUNICATIONS, INC.

The Company's cost method investments as of Becember 31, 2016 primarily include its 39% minority interest in Group Nine Media (sce Note 3 ), which
is valued at $182 million as of December 31, 2016. Although Discovery has significant influence through its voting rights in the preferred stock of Group
Nine Media, the Company will apply the cost method for its ownership interest, which does not meet the definition of in-substance comumon stock. The

Company also has investments in an educational website and an electric carracing series. The Company increased its cost method investments by $18

million forthe year ended December 31, 2016, primarity from additional investments in the ¢lectric car racing series.

NOTE 5. FAIR YALUE MEASUREMENTS

Fair value is defined as the amount that would be received for selling an asset or paid to transfer a liability in an orderly transaction between market
participants. Assets and liabilities cartied at fair value are classified o the following three categories:

Level 1| — Quoted prices for identical instruments in active matkets.

Level2 - Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in
markets that are not active: and model-derived valuations in which al} significant inputs and significant
value drivers are observable in active matkets.

Level 3 — WValuations derived from techniques in which one er more significant inputs are uncbservable.

The table below presents assets and Habilities measured at fair value on a recurring basis (in millions).

Deccmber 31, 2016
Category Balance Sheet Location Levef 1 Level 2 Level 3 Taotal
Assets;
Trading securities - mutual funds ~ Prepaid expenses and other cumrentassets § 1660 § — § — § 160
Available-for-sale securities:

Common stock Other noncurrent assets 64 — — 604

Common stock - pledged Other noncurrent assets 64 e — 64
Derivatives:

Cash flow hedges:

Foreign exchange Prepaid expenses and other current assets 31 31
Net investment hedges:

Cross-currency swaps Other noncurrent assets — 33 — 35
Fair value hedges:

Equity {Lionsgate Collar) Other noncurrent assets 25 25
Mo hedging designation:

Cross-curtency swaps Other noncurrent assets — | — 1
Total § 288 5 92 8 — § 380
Liabilities:

Deferred compensation plan Accrued liabilities § 160 8 — 8 — & 160
Derivatives:
Cash flow hedges:

Foreign exchange Accrued liabilities — 18 — 18
Net investment hedges:

Cross-currency swaps Accrued liabilities — 3 —

Cross-currency swaps Other noncurrent liabilities — 31 — 31
Total § 166 § 52§ — § 212
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December 31, 2015

Category Balance Sheet Location Level § Level 2 Level 3 Total
Assets:

Trading securities - mutual funds Prepaid expenses and other cumrent assets § 149 § O $ 149
Available-for-sale securities:

Common stock Other noncurrent assels 81 — — 81

Common stock - pledged Otler noncurrent assets 81 — — 81
Derivatives:

Cash flow hedges:

Foreign exchange Prepaid expenses and other current assets — 21 — 21

Foreign exchange Other noncurrent assets — 2 — 2
Fair value hedges:

Eguity (Lionsgate Collar) QOther noncurrent asscts o 15 e 15
Total $ 311 ¢ 38 8 — § 349
Liabilities:

Deferred compensation plan Accrued liabilities $ 149 § — 8B — 5 149
Detrivatives:

Foreign exchange Accrued liabilities — 4 — 4

Total 5 149 § 4 8 — § 153

Trading securities are comprised of investments in mutual funds held in a separate trust which are owned as part of the Company’s deferred
compensation plan. The fair value of Level 1 trading securities was determined by reference to the quoted market price per unit in active markets multiplied
by the number of units held without consideration of transaction costs. The fair value of the deferred compensation plan liability was determined based on
the fair value ofthe related investmenis elected by employees.

AFS securities represent equity invesiments with readily determinable fair values. The fair value of Level | AFS securities was determined by reference
to the quoted market price per unit in active markets multiplied by the number of units held without consideration of transaction costs. {See Note 4).

Derivative financial instruments are comprised of foreign exchange, interest rate and equity contracts. See Note 10 for the determination of the fair
value ofthe Level 2 derivatives.

In addition to the financial instruments listed in the tables above, the Company has other financial instruments, including cash deposits, accounts
receivable, accounts payable, commercial paper, borrowings under the revolving credit facitity, capital Icases and senior notes. The carrying values for such
financial instruments, other than senior notes, each approximated their fair values as of December 31, 2016 and December 31, 2015. The estimated fair value
of the Company’s outstanding senior notes using quoted prices from over the counter markets, considered Level 2 inputs, was $7.4 billion and $6.6 billion as
of December 31,2016 and 2015, respectively.
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NOTE 6. CONTENT RIGHTS

The following table prescnts the componcents of content rights (in millions).

Produced content rights:
Completed
In-production

Coproduced content rights:
Completed
In-production

Licensed content rights:
Acquited
Prepaid

Content nghts, at cost

Accumulated amortization

Total content rights, nct

Cuzrent portion

Noncurrent portion

December 31,

246 2015

$ 3920 3624
420 376

632 691

57 62

1,050 1078

129 9%

6,248 5,927
(3,849) (3,584)

2,399 2,343
(310) (313)

$ 2089 8 2,030

Content expense is included in costs of revenues on the consolidated statements of operations and consisted of the following (in millions).

Content amortization
Other production charges
Content impaiments ®

Total content expense

For the year ended December 31,

2018 2015 2014
§ 1701 § 1628 $ 1462
272 231 155
72 81 95
$ 2045 S 1940 § 1712

wr Content impairments are generally recorded as a component of costs of revenue. However during the vears ended December 31, 2016, 2015 and 2014, content impaimments of $7
million, $21 miltion, and $55 million, respectively, were reflected as a component of restructuring and other charges. These charges resulted from the cancellation of certain series
due to legal circumstances pertaining o the associated talent and from the consolidation and subseguent rebranding of The Hub Network to Discovery Family in 2014, (See Note

15}

As of December 31, 2016, the Company estimates that approximately 96% of unamortized costs of content rights, excluding content in-production and
prepaid licenses, will be amortized within the next three years. As of December 31, 2016, the Company will amortize $958 million of the above unamortized

content rights, excluding content in-production and prepaid licenses, during the next twelve months.
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NOTE 7. PROPERTY AND EQUIPMENT

Property and cquipment consisted ofthe following (in milkions).

December 31,

2816 2015
Land, buildings and teasehold improvements $ 327 8 338
Broadcast equipment 607 603
Capitalized software costs 347 311
Office equipment, fumiture, fixtures and other 333 309
Property and equipment, at cost 1,614 1,561
Accumulated depreciation (1,132) (1,073}
Property and equipment, net $ 482 8§ 488

Property and equipment includes assets acquired under capital lease arrangements, primarily satellite transponders ¢lassified as broadcast equipment,
with gross camrying values of $284 million and $271 million as of December 31, 2016 and 2015, respectively. The related accumnulated amortization for
capital lease assets was $155 million and $142 million as of December 31,2016 and 2615, respectively.

The net book value of capitalized software costs was $96 mitlion and $96 miltion as of December 31, 2016 and 201 5, respectively.

Depreciation expense for property and equipment, incJuding amortization of capitalized software costs and capital Jlease assets, totaled $139 million,
$138 million and $131 million for 2016,2015 and 2014, respectively.

In addition to the capitalized property and equipment inciuded in the above table, the Company rents certain facilities and eguipment under operating
lease arrangements. Rental expense for operating leases totaled $122 million, $134 million and $143 million for 2016, 2015 and 2014, respectively.
NOTE 8. GOODWILL AND INTANGIBLE ASSETS
Goodwill

Changes in the carrying value of goodwill were as follows {in millions).

.S, International Education and
Networks Networks Other Total

December 31,2014 s 5287 § 2,869 8 80 % 8236

Acquisitions (Note 3) 123 123

Bispositions (Note 3} — 41) — 41

Foreign currency translation — (151) 3 (154)
December 31,2015 5,287 2,800 77 8,164

Dispositions {(Note 3} (22) - 22)

Foreign currency translation — 92) (10} (102)
December 31,2016 S 5265 8§ 2,708 % 67 § 8,040

The carrying amount of goodwill at the U.S. Networks segment included accumulated impairments of $20 million as of December 31, 2016 and 2015,
respectively.
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Intangible Assets

Finite-lived intangible assets consisted of the following (in millions, excepl years).

Weighted Decentber 31, 2016 December 31, 2015
Average
Amgrtization Accumulated Accumulated
Period {Years) Gross Amortization Net Gross Amortization Net
Intangibie assets subject
to amortization:
Trademarks 10§ 412§ (165) § 247 § 433 § (130) $ 303
Customer
relationships 17 1,632 (594) 1,038 1,664 (481) 1,183
Other 14 97 (34) 63 105 (23) 30
Totai $ 2,141 § (793) § 1,348 § 2202 § (636) § 1,566

Indefinite-lived intangible assets not subject to amortization (in mitlions):

December 31,

2016 2015

Intangible assets not subject to amortization:

Trademarks $ 164 § 164

Straight-line amortization expense for finite-lived intangible assets reflects the pattern in which the assets' economic benefits are consumed over their
estimated useful lives. Amortization expense related to finite-lived intangible assets was $183 million, $192 million and $198 miltion for 2016, 2015 and

2014, respectively.
Amortization expense relating to intangible assets subiect to amortization for each of'the next five years and thereafter is estimated te be as follows (in
millions).
2087 2018 2049 2020 2021 Thereafter
Amortization expense $ 165§ 155 § 151§ 147 § 125 % 605

The amount and timing ofthe estimated expenses in the above table may vary due to future acquisitions, dispositions, impairments, changes in
estimated useful lives or changes in foreign currency exchange rates.

Impairment Analysis

As of November 30, 2016, the Company performed a quantitative goodwill impairment asscssmeat for all reporting units. Due to the period of time
elapsed since the last quantitative impairment test in 2013, the Company elected to proceed to the first step of the guantitative goodwill impairment test. The
estimated fair value of each reporiing unit exceeded its carrying value and, therefore, no impairment was recorded. The fair values of the reporting units were
determined using DCF and market-based valuation models. Cash flows were determined based on Company estimates of future operating results and
discounted using an internal rate of return based on an assessmeni of the risk inherent in future cash flows of the respective reporting unit. The market-based
valuation models utilized multiples of eamings before interest, taxes, depreciation and amortization. Both the DCF and market-based models resulted in
substantially similar fair valucs.

As of November 30,2015 and 2014, the Company pexformed a qualitative goodwill impairment assessment for all reporting units, and determined that
it was more likely than not that the fair value of those reporting units exceeded their carrying values.
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NOTE 9. DEBT

The tabic below presents the components ol outstanding debt (in millions).

Pecember 31,

2016 2015
5.625% Senior notes, semi-annual inferest, due August 2019 $ 500 % 500
5.05% Senior notes, semi-annual interest, due June 2020 1.300 1,300
4.375% Senior notes, semi-annual interest, due fune 2021 650 650
2.373% Senior notes, euro denominated, annual interest, due March 2022 314 328
3.30% Senior notes, semi-annual interest, due May 2022 500 500
3.25% Senior notes, scmi-annual interest, due Aprii 2023 3350 330
3.45% Senior notes, semi-annual interest, due March 2025 300 300
4.90% Senjor notes, semi-annual interest, due March 2026 500 —
1.90% Sesnior notes, euro denominated, annual interest, due March 2027 627 656
6.35% Senior notes, semi-annual interest, due June 2040 850 850
4.95% Senior notes, semi-annual interest, due May 2042 500 300
4.875% Seniornotes, semi-annual interest, due Aprit 2043 830 850
Revolving credit facility 550 782
Commercial paper 48 93
Capital leasc obligations 151 142
Total debt 7.990 7.801
Unamortized discount and debt issuance costs 67 (66)
Debt, net 7,923 7,735
Current portion of debt (82) (119)
Noaicurment portion of debt g 7841 % 7616

Senior Notes

On March 11, 2016, Discovery Conynunications, LLC ("DCL"), a wholly-owned subsidiary of the Company, issued $500 million principal amount of
4.90% senior notes due March 11,2026 (the "2016 USD Notes"). The proceeds received by DCL from the offering were net ofa 52 million issuance discount
and $3 million of debt issuance costs. Interest on the 2016 USD Notes is payable semi-annually on March || and September 11 of each year. All senior notes
are unsecured and are fully and unconditionally guaranteed by Discovery.

Revolving Credit Facility

On February 4, 2016, DCL amended its $1.5 billion revolving credit facility to allow DCL and certain designated foreign subsidiaries of DCL to borrow
up to $2.0 billion, including a $100 million sublimit for the issuance of standby letters of credit and a $50 million sublimit for swingline loans. Borrowing
capacity under this agreement is reduced by any outstanding borrowings under the commercial paper program discussed below. The revolving credit facility
agreement provides for a maturity date of February 4, 2021, and the option forup to two additional 364-day renewal pertods.

As of December 31, 2016, the Company had outstanding borrowings under the revolving credit facility of $550 million at a weighted average interest
rate of 2.05%, none of which were denominated in foreign carrencies. As of Deceniber 31, 2615, the Company had outstanding borrowings under the
revolving credit facility o' $782 million at a weighted average interest rate of 1.55%, of' which $207 million was denominated in foreign currencies. The
interest rate on borrowings under the revolving credit facility is vaniable based on DCL's then-cwiment credit ratings for its publicly traded debt and changes in
financial index rates. For dollar-denominated borrowings, the interest rate is based, at the Company’s option, on either adjusted LIBOR plus a margin, oran
alternate base rate plus a margin. For borowings denominated in foreign cumrencies, the interest rate is based on adjusted LIBOR, plus a margin. The current
matgins are 1.30% and 0.30%, respectively, per annum for adjusied LIBOR and alteraate base rate borrowings, A monthly facility [ee is charged based on the
total capacity of the facility, and interest is charged based on the amount borrowed on the facitity. The current facility fee rate is 0.20% per annum and
subject to change based on DCL's then-current credit ratings. All obligations of DCL and the other borrowers under the reveiving credit facility are unsecured
and are fully and unconditionally guaranteed by Discovery.
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The credit agreement governing the revolving credit facility contains customary representations, warranties and events of default, as well as affinnative
and negative covenants. As of December 31, 2016, the Company, DCL and the other borrowers were in compliance with all covenants, and there were no
events of default under the revolving credit facility.

Commercial Paper

The Company's commercial paper program is supported by the revolving credit facility described above. Outstanding commercial paper borrowings
were $48 million with a weighted average interest rate of approximatety 1.20% as of December 31, 2016 and $93 million with a weighted average interest
rate of approximately 1.10% as of December 31, 2015. The Company's outstanding commercial paper borrowings as of December 31, 2016 and 2015 had
maturities of less than 90 days.

Long-term Debt Repayment Schedule

The following table presents a summary of scheduled and estimated debt payments, excluding the revolving credit facility, commercial paper
borrowings and capital lease obligations, for the succeeding five years based on the amount of debt outstanding as of December 31, 2016 (in millions).

2017 2018 2019 2024 2021 Thereafter
Long-term debt repayments $ e § —— § 500 § 1,300 8 650 § 4,791

Scheduled payments for capital lease obligations outstanding as of December 31, 2016 are disclosed in Note 20.

NOTE 10. DERIVATIVE FINANCIAL INSTRUMENTS

The Company uses derivative financial instruments to modify its exposure to market risks trom changes in foreign cumency exchange rates, interest
rates and the fair value of investments classified as AFS securities. At the inception of a derivative contract, the Company designates the derivative as (i) a
cash flow hedge, (i1} a net investment hedge, (ii1) a fair value hedge, or (iv) an instrument with no hedging designation. The Company dees not enter into or
hold derivative financial instruments for speculative trading purposes.

Cash Flow Hedges

The Company designates foreign currency forward and option contracts as cash flow hedges to mitigate foreign currency risk ansing from third-party
revenue and inter-company licensing agreements. The Company alse designates interest rate contracts used to hedge the pricing for certain senior notes as
cash flow hedges. The total notional amount of outstanding forcign cxchange contracts designated as cash flow hedges as of December 31, 2016 and 2013
was $677 million and $868 million, respectively.

During the three months ended Becember 31,2016, the Company terminated and settled its outstanding interest rate cash flow hedges which resulted in
a $40 million pretax gain. As the hedges were considered to be effective and the forecasted transactions are considered probable of occurmring, the gain will
remain in accumulated other comprehensive loss and will be amortized as a reduction to interest expense over the term of the forecasted senior notes. There
were no interest rate contracts outstanding as of December 31,2015,

During the three months ended September 30, 2016, the Company discontinued hedge accounting for certain foreign currency forward and option cash
flow hedges with notional and fair value amounts of $125 million and $14 million, respectively. At that time, the occurrence of the forecasted intercompany
transactions was no longer considered probable, but was still reasonably possible of occurring. The change in probability was the result of new tax
regulations that impacted the planned intercompany transactions that were hedged. As a result of the change in probability, subsequent changes in the fair
value of these hedges were reflected immediately in other income (expense), net on the consolidated statements of operations. The result was a $1 million
gain recognized on the consolidated statements of operations for the period until November 1, 2016, when the forecasted transactions were once again
considered probable, as it was detenmined that no changes to the forecasted intercompany transactions would occur. Accordingly, any changes in the fair
value ofthese hedges subsequent o that date will remain in accumulated other comprehensive toss unti! earnings are impacted by the forecasted transaction,
at which time they will be reclassified to other income (expense), net on the consolidated statements of operations.

During the three months ended March 31, 2015, the Company terminated and settled its interest rate cash flow hedges following the pricing ofits
3.45% senior notes due March 15,2025 (the "2015 USD Notes"). The total notional value of the interest rate forward contracts at the iermination date was
$490 million, which exceeded the $300 million principal amount of the 2015 USD Notes, Of the $40 million pretax loss recorded in accumulated other
comprehensive loss at the termination date, $29 million was an effective cash flow hedge that will be amortized as an adjustment to interest expense over the
ten year term of the 2015 USD Notes consistent with amortization of the debt discount. The remaining $1 1 million was reclassified into other income
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(expense), net on the consolidated statements of operations during the year ended December 31, 2015, because the forecasted borrowing transaction was no
longer probable.

Net hivestment Hedges

In 2016, the Company entered into a series of cross-currency swaps designated as hedges of net investments in foreign operations. Changes in the fair
value of these cross-currency swaps, including the acerual and periodic cash settlement ofinterest, are reported in the same manaer as translation adjustments
to the extent that they are effective. Changes in the value of the investment due to changes in spot rates are offset by fair value changes in the effective
portion of the derivative instruments. The notional amount of net investment hedges outstanding as of December 31, 2016 was $751 million. There were no
derivative contracts designated as net investment hedges outstanding as of December 31,2015,

Fair Value Hedges

The Company designates derivative instraments used to mitigate the risk of changes in the fair value oftts AFS securities as fair value hedges. On
November 12,2015, the Company entered inte the Lionsgate Collar, designed to mitigate the risk of market fluctuations with respect to 50% of the
Lionsgate shares held by the Company. {See Note 4.) The collar, which gualifies for hedge accounting, settles in three tranches starting in 2019 and ending in
2022. The notional amount of fair value hedges outstanding was $97 million as of December 31, 2016 and 2015.

No Hedging Designation

The Company may also enter into derivative financial instruments that do not gualify for hedge accounting and are not designated as hedges. These

instruments are intended to mitigate economic exposures of the Company. The total notional amount of outstanding cross-currency and interest rate contracts

with no hedging designation as of December 31, 2016 was $64 million and $25 miltion, respectively. There were no derivative contracts that did not receive
hedging designation cutstanding as of December 31,2015,

Financial Statement Presentation

The Company records all unsettied derivative contracts at their gross fair values on the censolidated balance sheets. (See Note 5.) The portion of the fair
value that represents cash flows occurring within one year are classified as current, and the portion related te cash flows occurring beyond ene year are
classified as noncurrent.

The following table summarizes the impact of derivative financial instruments on the Company's consolidated balance sheets (in millions). There were
no amounts eligible to be offset under master netting agreements as of December 31, 2016 and December 31,2015,

Fair Value
December 31, December 31,

Category Balance Sheet Location 2016 2815
Cash flow hedges:

Foreign exchange Prepaid expenses and other current assets 313 21

Foreign exchange Other noncurrent assets — 2

Forcign exchange Accrued liabilitics 18 4
Net investment hedges:

Cross-currency swaps Other noncurrent assets 35

Cross-cumency swaps Accrued liabilities 3

Cross-cumency swaps Other noncurrent liabilities 31
Fair value hedges:

Equity (Lionsgate collar) Other noncurrent assets 25 5

No hedging designation:
Cross-cutrency swaps QOther noncurrent assefs |
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The following table presents the pretax impact of derivatives designated as cash flow hedges on income and other comprehensive {foss) income (in
millions).

Year Ended December 31,

2016 2013 2014
(Losses) gains recognized in accumulated other comprehensive
loss
Foreign exchange - derivative adjustments $ (I 8 34 3 14
Interest rate - derivative adjustments 40 (1) (28)
(L.osscs) gains reclassified into income from accumulated other
comprehensive loss (effective portion)
Foreign exchange - distribution revenue (25) 23 —
Foreign exchange - advertising revenue @) 2
Foreign exchange - costs of revenues 27 9 H
Foreign exchange - other income {expense), net 3 4 3
Interest rate - interest expense (3} (3} —
Gains (losses) reclassificd into income from accumulated other
comprehensive loss (ineffective portion)
Foreign exchange - other income {expense), net H — —
[nterest rate - other income (expense),net - a0y e
Fair value excluded from effectiveness assessment:
Foreign exchange - other income {expense), net (5} — —

If current fair values of designated cash flow hedges as of December 31, 2016 remained static over the next twelve months, the Company would
reclassify $9 million of net deferred gains from accumulated other comprehensive foss into income in the next twelve months.

The following tabie presents the pretax impact of derivatives designated as net investment hedges on other comprehensive (loss) income {in millions).

Year Ended December 31,

2816 2018 2014
Gains recognized in accumuiated other comprehensive foss:
Cross-currency swaps - changes in tair value 5 1§ — 8 —
Cross-currency swaps - interest scttlements 2 o e
Total in other comprehensive loss $ 3 % — 8 —

The following table presents the pretax impact of derivatives designated as fair value hedges on income, including offsetting changes in fair value of
the hedged items and amounts excluded from the assessment of effectiveness (in millions). The Company recognized $1 million of ineffectiveness on fair
value hedges forthe year ended December 31, 2016. The Company had no outstanding fair value hedges during the year ended December 31,2014,

Year Ended December 31,

2016 2015 2014
Losses on changes in fair value of hedged AFS 8 {17 % 2) % —
Gains on changes in the intrinsic value of equity contracts 16 2
Fairt value of equity contracts excluded from effectiveness agsessment {6) 10 —
Total in other income (expense), net s {7 3 10 %
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The following table presents the pretax (losses) gains on derivatives not designated as hedges and recognized in other expense, net in the conseolidated
statements of operations (in millions).

Year Ended December 31,
2016 2015 2014
Foreign exchange derivatives $ 1) § 6 § 1

NOTE 11. REDEEMABLE NONCGNTROLLING INTERESTS

Redeemable noncontrolling interests reflected as of the balance sheet date are the greater of the noncontrolling interest balances adjusted for
comprehensive income ttems and distributions or the redemption values including any remeasurement necessary at the period end foreign exchange rates
(i.e., the "floor™). Adjustments to the camrying ameunt of redeemable noncentrolling interests to redemption value as a result ofchanges in exchange rates are
reflected in currency translation adjustments, a component of other comprehensive (loss) income; however, such currency translation adjustments to
redemption value are allocated to Discovery stockholders onty. Redeemable noncontrotling interest adjustiments of redemption value to the floor are
reflected in retained earnings. Any adjustment of redemption value to the floor that reflects a redemption in excess of fair value is included as an adjustment
to net income available to Discovery stockholders in the calculation of eamings per share. There were no cument period adjustments to reflect a redemption
in excess of fair value. (See Note 17.)

The table below presents the reconciliation of changes in redeemable norcontrolling interests (in millions).

Becember 31,

2016 2015 2014
Beginning balance $ 241§ 747 8 36
Initial fair value of redeemable noncontrolling interests of acquired
businesses — 60 796
Purchase of subsidiary shares at fair value — (551} (6)
Cash distributions to redecmable noncontrolling interests (22% (42) 2)
Comprehensive (loss) income adjustments:
Net income (loss) aitributable to redeemable noncontrolling
interesis 23 13 4)
Other comprehensive camings (loss) attributable to redeemable
noncontrolling interests — (23) (40)
Currency translation on redemption values 1 (36} (64)
Retained eamings adjustments:
Adjustments to redemption value — 73 31
Ending balance 3 243§ 241 § 747

Redeemablie noncontrolling interests consist of the armrangements described below:

In connection with the acquisition of & controlling interest in Eurosport France on March 31, 2015 and Eurosport Internationat on May 30, 2014, the
Company recognized $60 million and $558 million, respectively, for TF1's 49% redeemable noncontrolling interest in cach entity. On July 22, 2015, TFL
exercised its right to put the entirety of its remaining 49% noncontrolling interest in both Eurosport France and Eurosport International to the Company for
€491 million (3551 million as of the date redemption became mandatory, and $548 miltion on Qctober 1, 2015 when the transaction closed). The difference
between the carrying amount of the redeemable noncontrolling interest and its fair value at the date of excrcise resulted in a2 €25 million ($28 million)
adjustment to retained earnings, recognized as a component of redeemable noncontrolling interest adjustments to redemption value on the consolidated
statements of equity for the year ended December 31, 2015. Upon aequisition of TF1's noncontrolling interest on October 1, 2015, the Company adjusted the
accumulated other comprehensive income balance of $61 million attributable to TF1 and allocated it to Discovery stockholders.

In connection with its non-controlling interest in Discovery Family, Hasbro has the right to put the entirety of its remaining 40% non-controtling
interest to the Company for one vear after December 31, 2021, or in the event a Discovery performance obligation related to Discovery Family is not met.
Embedded in the redeemable noncontrolling interest is also a Discovery call right that is exercisable for ene year after December 31,2021, Upoen the exercise
of'the put or call options, the price to be paid for the redeemable noncontrolling interest is a function of the then current fair market value of the redeemable
noncontrolling interest,
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to which certain discounts and floor values may apply in specified situations depending upon the party exercising the put or call and the basis for the
exercise of the put or call. As Hashro's put right is outside the control of the Company, Hasbro's 40% noncontrolling Interest is presented as redeemable
noncontrolling interest outside of permanent equity on the Company's consolidated balance sheet,

In connection with its non-controlling interest in Discovery Japan, Jupiter Telecommunications Co,, Lid, {"ECOM") has the right to put all, but not less
than all, of its 20% noncentrolling interest to Discovery at any time for cash. Through January 10,2017, the redemption value is the January 10,2013 fair
value denominated in Japanese yen; thereafter, as chosen by J:COM, the redemption vaiue is the then current fair value or the January 10,2013 fair value
denominated in Japancse yen.

NOTE 12, EQUITY
Comumeon Stock

The Company has three series of common stock authorized, issued and outstanding as of December 31, 2016: Series A common stock, Series B common
stock and Series C common stock. Holders of these three series of common stock have equal rights, powers and priviteges, except as otherwise noted. Holders
of Series A common stock are entitled to one vote per share and holders of Series B commeon stock are entitled to ten votes per share on all matters voted on
by stockholders, except for directors to be elected by holders of the Company’s Series A convertible preferred stock. Holders of Series C common steck are
not entitled to any voting rights, except as required by Delaware law. Generally, holders of Series A common stock and Series B commen stock and Series A
convertible preferred stock vote as one class, except for certain preferential rights afforded to holders of Series A convertible prefered stock.

Holders of Scrics A common stock, Series B common stock and Serics C common stock will participate equally in cash dividends if declared by the
Board of Directors, subject to preferential rights of outstanding preferred stock.

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

Generally, distributions made in shares of Series A common stock, Series B common stock or Series C common stock will be made proportionally to all
common stockholders. In the event of a reclassification, subdivision or combination of any series of common stock, the shares of the other series of common
stock will be equally reclassified, subdivided or combined.

In the event of a liguidation, dissolution, or winding up of Discovery, afier payment of Discovery's debts and liabilities and subject to preferential
rights of outstanding preferred stock, holders of Series A common stock, Series B common stock and Series C common stock and helders of Series A and
Series C preferred stock will share equally in any assets available for distribution to holders of common stock.

On February 13,2014, John C. Malone, a member of Discovery’s Board of Directors, entered into an agreement granting David Zaslav, the Company’s
President and CEQ, certain voting and purchasc rights with respect to the approximately 6 million shares of the Company’s Scrics B common stock owned by
Mr. Malone. The agreement gives Mr. Zaslav the right to vote the Series B shares if Mr. Malone is not otherwise voting or directing the vote of those shares.
The agreement also provides that if Mr. Malone proposes to sell the Series B shares, Mr. Zaslav wiil have the first right to negotiate for the purchase of the
shares. If that negotiation is not successful and Mr. Malone proposes to sel} the Series B shares to a third party, Mr. Zaslav will have the exclusive right to
match that offer. The rights granted under the agreement will remain in effect for as long as Mr. Zaslav is either employed as the principal executive officer of
the Company or serving on its Board of Directors.

Commeon Stock Repurchase Program

Under the Company's stock repurchase program, management is authorized to purchase shares of the Company's common stock from time to time
through open market purchases, privately negotiated transactions at prevailing prices, pursuant to one or more accelerated stock repurchase agreements, or
other derivative arrangements as permitted by securities laws and other legal requirements, and subject to stock price, business and market conditiens and
other factors. As of December 31, 2016, the wotal amount authorized under the stock repurchase program was $7.5 billion, and the Company had remaining
authorization of approximately $1.1 billion for future repurchases under the existing stock repurchase program, which will expire on October 8,2017.

All common stock repurchases, including prepaid common stock repurchase contracts, during 2016, 2015 and 2014 were made through open market
transactions. As of December 31,2016, the Company had repurchased over the life of the program 3 million and {50 million shares of Series A and Series C
common stock, respectively, for the aggregate purchase price 0f$171 million and $6.2 billion, respectively.
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The table below presents a summary of common stock repurchases (in millions).

Year Ended December 31,

2016 2015 2014
Series C Common Stock:
Shares repurchased 348 237 213
Purchase price™ $ 895 § 698 § 1,232

@ The purchase price for Series C common stock includes repurchases made pursuant 1o a common stlock repurchase contract that was executed on August 22, 2016 and settled on
December 2, 2016 at a cost of $71 million, resulting in the receipt of 2.8 willion shares of Series C common stock at the thea current market price equal to $75 million. See below
for additional degails.

Repurchased common stock is recorded as treasury stock on the consolidated balance sheet. The Company’s 2 for | stock split in the form ofa share
dividend distributed on August 6, 2014 was not applied to the Company's treasury shares. Accordingly, the number of common shares repurchased under the
common stock repurchase program has not been retroactively adjusted to give effect to the stock split.

Commeon Stock Repurchase Contracts
In 2016 the Company entered into two common stock repurchase contracts for the Company’s Series C commen stock.

On December 15,2016, the Company made an up front cash payment of 857 million for a Series  common stock repurchase contract, with a strike
price of $28.16, that will settle during the quarter ended March 31, 2017. M Discovery's Series C common stock price is below the strike price at expiry, the
Company will receive 2 miliion shares of its Series C common stock. I Discevery's Series C commaon steck price is above the strike price at expiry, the
Company can elect to receive $60 million in cash or the number of shares of Series C common stock at the then current market price equal to $60 million.

On December 2, 2016, the Company settled an August 22, 2016 common stock repurchase contract with a net notional value of $71 million whose
strike price of $25.86 was below the Series C common stock price at expiry. The Company elected to settle the contract through receipt 0f 2.8 mitlion shares
of Series C commen stock at the then current market price equal to $75 million. The receipt of shates is reflected as a component of treasury stock and
reclassified from additional paid-in capital at the prepaid cost of $71 mitlion.

Convertibie Preferred Stock

The Company has two series of preferred stock authorized, issued and outstanding as of December 31, 2016 Series A convertible preferred stock and
Series C convertible preferred stock, In addition to the 150 million shares authorized for Scries A and Serics C convertible preferred stock (75 million shares
for each series) that is disclosed on the consolidated balance sheets, the Company has authorized 50 million shares of preferred stock that are undesignated
and issuable in accordance with the provisions of the Company’s charter. In connection with the formation of Discovery, the Company issued shares of both
its Series A convertible preferred stock and Series C convertible prefetred stock to Advance/Newhouse Programming Partnership ("Advance/Newhouse™). As
of December 31, 2016, all outstanding shares of Series A and Series C convertibie preferred stock are held by Advance/Newhouse.

Holders of Series A and Series C convertible preferred stock have equal rights, powers and privileges, except as otherwise noted. Except for the election
of common stoeck directors, the holders of Series A convertible preferred stock are entitled to vote on matters to which holders of Series A and Series B
common stock are entitled to vote. and holders of Series C convertible preferred stock are entitled to vote on matters to which holders of Series C common
stock are entitied to vote pursuant to Delaware law. Scrics A convertible preferred stockhelders vote on an as converted to common stock basis together with
the Series A and Series B common stockholders as a single class on atl matters except the election of directors.

Additionally, through its ownership of the Series A convertible preferred stock, Advance/Newhouse has special voting rights on certain matters and the
right to elect three dizectors. Holders of the Company’s common stock are not entitled 1o vote in the election of such directors. Advance/Newhouse retains
these rights so long as it or its permitted transferees own or have the right to vote such shares that equal at least 80% of the shares of Series A convertible
preferred stock issued to Advance/Newhouse in connection with the formation of Discovery plus any Series A convertible preferred stock released from
escrow, as may be adjusted for certain capital transactions {the “Base Amount™).
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Subject to the prior preferences and other rights of any senior stock, holders of Series A and Series C convertible preferred stock will participate equally
with cormmon stockholders on an as converted 1o common stock basis in any cash dividends declared by the Board of Directors.

Each share of Series A preferred stock is convertible, at the option of the holder, following the August 2014 stock split in the Jorm o a stock dividend,
into one share of Series A common stock and one share of Series C common stock, subject to anti-dilution adjustments, The Series C preferred stock is
convertible, at the option ofthe holder, into two shares of Series C common stock. At the request of Advance/Newhouse and in accordance with the
Company's Articles of Incorporation, the Company converted 292,500 and 961,538 shares of Advance/Newhouse Series C convertible preferred stoek into
385,000 and 1,923,076 sharcs of Series C conymon stock on February 25, 2016 and December 2, 2616, respectively. Generally, cach share of Serics A and
Series C convertible preferred stock will automatically convert into the applicable series of commeon stock if such shares are transferred from
Advance/Newhouse to a third party and such transfer is not a permitted transfer. Additionally, ail of the outstanding Series A and Series C convertible
preferred stock will sutomatically convert into the applicable series of common stock at such tirie as the number of outstanding shares of Series A convertible
preferred stock is less than 80% ofthe Base Amount, The Base Amount is the 70 million shares of Series A and Series C Preferred Stock initially issued to
Advance/Newhouse, plus any shares released from escrow as of the date the Base Amount is calculated.

In the event of a liquidation, dissolution or winding up of Discovery, after payment of Discovery’s debts and liabilities and subject to the prior payment
with respect to any stock ranking senior to Series A and Series C convertible preferred stock, the hotders of Series A and Series C convertible preferred stock
will receive, before any payment or distribution is made to the holders of any common stock or other junior stock, an amount (in cash or property) equal to
$0.01 per share. Following payment of such amount and the payment in full ofall amounts owing to the holders of securities ranking sentor to Discovery’s
common stock, holders of Series A and Series C convertible preferred stock will share equalty on an as converted to common stock basis with the holders of
comimon stock with respect 1o any assets remaining for distribution to such holders.

Preferred Stock Conversion and Repurchases

On May 22, 2014, the Company entered into an agreement with Advance/Newhouse to repurchase, on a quarterly basis, a number of shares of Series C
convertible preferred stock convertible into a number of shares of Serics C common stock cgual to 3/7 of alt shares of Scrics C common stock purchased
under the Company’s stock repurchase program during the then most recently completed fiscal quarter. The price patd per share is calculated as 99% of the
average price paid for the Series C commeon shares repurchased by the Company during the applicable fiscal quarter multiplied by the Series C conversion
rate. The Advance/Newhouse repurchases are made outside of the Company’s publicly announced stock repurchase program. The repurchase transactions are
recorded as a decrease of par value of preferred stock and retained eamings upon settlement using cash on hand as there s no remaining additional paid-in
capital for this class of stock.

The table below presents a summary of Series C convertible preferred stock repurchases made under the repurchase agreement (in millions).

Year Ended December 31,

2016 2015
Series C Convertible Preferred Stock:
Shares repurchased 9.1 39
Purchase price 3 479 § 253

Based on the number of shares of Series C common stock purchased during the three months ended December 31, 2016, the Company expects
Advance/Newhouse to effectively convert and sell to the Company 1 million shares ofits Series C convertible preferred stock for an aggregate purchase price
of $60 million on or about February 16,2017, The expected purchase of these shares has not been recognized as a liability on the Company's consolidated
balance sheet as of December 31, 2016 due to certain termination rights in the repurchase agreement held by Discovery and Advance/Newhouse.

Stock Repurchases

As of December 31, 2016, wotal shares repurchased, on a split-adjusted and as-converted basis, under these programs represent 36% of the Company's
outstanding shares from the time the repurchase programs were authorized or 31% net of tssuances for equity based compensation.
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required to be submitted and posted pursuant to Rule 405 of Regulation 8-T (§232.405 of this chapter) during the preceding 12 months {or for such shorter
petiod that the Registrant was required (o submit and post such files). Yes B No 0O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) ts not contained herein, and
will not be contained, to the best of Registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part [l of this
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PART I

ITEM 1. Business.

For convenience, the terms “Discovery,” “DCL” the “Company,” “we.” “us” or “our” are used in this Annual Report on Form 10-K to refer to both
Discovery Communications, Inc. and coliectively to Discovery Communications, Inc. and one or more of its consolidated subsidiaries, unless the context
otherwise requires.

We were formed on September 17, 2008 as a Delaware corporation in connection with Discovery Holding Company (“"DHC”) and Advance/Newhouse
Programming Partnership ("Advance/Newhouse™) combining their respective ownership interests in Discovery Communications Holding, LLC (“DCH”) and
exchanging those interests with and into Discovery (the “Discovery Formation”). As a result of the Discovery Formation, DHC and DCH became wholly-
owned subsidiaries of Discovery, with Discovery becoming the successor reporting entity to DHC.

OVERVIEW

We are a global media company that provides content across multiple distribution piatforms, including linear platforms such as pay-television ("pay-
TV"), free-to-air ("FTA"} and broadcast television, and various digital disiribution platforms around the world. We also enter into content licensing
agreements. As one of the world’s largest pay-TV programmers, we provide original and purchased content and live events to more than 2.8 billion
cumulative viewers worldwide throtugh networks that we wholly or partiaily own. We distribute customized content in the U.S. and over 220 other countrics
and territories in over 40 fanguages. Qur global portfolio of networks includes promineat nonfiction television brands such as Discovery Channel, our most
widely distributed global brand, TLC, Animal Planet, Investigation Discovery, Science and Velocity (known as Turbo outside ofthe U.S.). In addition to
nonfiction brands, our portfolic includes Eurosport which we acquired in 2014, and is a leading sports entertainment provider across Europe, as well as
Discovery Kids, a leading children's entertainment brand in Latin America. We also operate a portfolio of websites, digitat direct-to-consumer products,
production studios and cwrriculum-based education products and services.

Gur objective is to create and sustain content niches through branded channels and businesses with streng consumer appeal to build viewership and
engagement. Our strategy is to maximize the long-term distribution, ratings and profit potential of each of our branded networks. In addition to growing
distribution and advenising revenues for our networks, we have cxpanded our portfolie by investing in new genres, namely sports with Enrosport and
children’s content with Discovery Kids, and in content distribution across platforms such as brand-aligned websites, web-native networks, on-line streaming,
mobile devices, video on demand (“VOD™) and TV Everywhere products including our GO portfolic of applications in the U.S. and Discovery Kids Play
(known as Discovery K!ds Play!) in Latin America, which provide promotional platforms for our television content and serve as additional outlets for
advertising and distribution sevenue. Audience ratings are a key driver in generating advertising revenue and creating demand on the part of cable television
operators, direct-fo-home {("DTH") satellite operators, telecommunication service providers, and other content distributors who deliver our content to their
customers.

Qur content spans genres including survival, exploration, sports, litestyle, general entertainment, heroes, adventure, crime and investigation, health and
kids. We have an extensive library of content and own most rights to our content and footage, which cnables us to leverage our library to quickly launch
brands and services into new markets and on new platforms. Our content can be edited and updated in a cost-effective manner to provide topical versions of
subject matter that can be utilized around the world on a variety of platforms.

Although the Company utilizes certain brands and content globally, we classify our operations in two reportable segments: U.S, Networks, consisting
principally of domestic television networks and digital content services, and International Networks, consisting primarily of international television
networks and digital content services. In addition, Education and (ther consists principally of curriculum-based product and service offerings and
production studios. Qur segment presentation aligns with our management structure and the financial infonmation management uses to make decisions about
operating matters, such as the allocation of resources and business performance assessments. Financial information for our segmeats and the geographical
arcas in which we do business is set forth in Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations™ and Note 21
to the consolidated financial statements included in ltem 8, “‘Financial Statements and Supplementary Data” in this Annral Report on Form 10-K. Our global
brands are described below.

Subscriber statistics set forth i1 this Annual Report on Form 10-K include both wholly-owned networks and networks operated by equity method
investees. Domestic subscriber statistics are based on Niclsen Media Research. Intemational subscriber and viewer statistics are derived from intemal data
coupled with external sources when available. As used herein, a “subscriber” is a single household that receives the applicable network from its cable
television operator, DTH satellite operator, telecommunication service provider, or other television provider, including those who receive our networks from
pay-TV providers without chazge pursuani 1o various pricing plans that include free periods and/or fice carriage. The ferm “cumulative subseribers™

4
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refers to the sum of the total number of subscribers to each of our networks or content services. By way of example, two households that each receive five of
ournctworks [fom their pay-TV provider represent two subscribers, but 10 cumulative subscribers. The term “viewer" is a single houschold that receives the
signal from one of our networks using the appropriate receiving equipment without a subscription to a pay-TV provider.

«  Discovery Channel reached approximately 92 millon subscribers in the US. and 7 million subscribers through a licensing arrangement with
partners in Canada included in the U.S. Networks segment as of December 31, 2016. Discovery Channel reached approximatety 321 million
subscribers in intemational markets as of December 31, 2016 including the Discovery HD Showcase brand.

+  Discovery Channel is dedicated to creating non-fiction content that informs and entertains its viewers about the world in all its wonder. The network
offers a signature mix of high-end production values and cinematography acress geares including science and technelogy. exploration, adventure
and history and in-depth, behind-the-scenes glimpses at the people, places and organtzations that shape ard share our world,

+  Discovery Channel content inciudes Gold Rush, Naked and Afraid, Deadiiest Catch, Fust N' Loud, Street OQutlaws and Alaskan Bush People.
Discovery Channel is also home to specials, including Shark Week. a long-running yearly week of programming, and Harley and the Davidsons, a
seripted miniseries.

= Target viewers are adults aged 25-54, particularly men.

*  TLC reached approximately 91 million subscribers in the 1).S. as of December 31, 2016, and also reached 7 millien subscribers in Canada that are
included in the U.S. Networks segment as of December 31, 2016.

+  TLC content reached approximately 332 milkion viewers in international markets as of December 31,2016,
+  TLC celebrates remarkable real-life stories without judgment.
= Content on TLC includes The Litile Couple, 90 Day Fiancé, Long Island Medium and Sister Wives.

*  Target viewers are adults aged 25-54, particularly women.
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= Animal Planet reached approximately 90 million subscribers in the U.S. and 2 million subseribers through a Jicensing arrangement with partners in
Canada included in the U.S, Networks segment as of December 31, 2016, Animal Planet reached approximately 239 mitlion subscribers in
intemational markets as of December 31, 2016.

+  Animal Planet immerses viewers in the full range of Hife in the animal kingdom with rich, deep content via muttiple platforms and offers animal
tovers and pet owners access to a centralized online, television and mobile community for immersive, engaging, high-quality entertainment,
information and enrichment.

+  Coatent on Animal Planet includes Puppy Bowl, River Monsters, Treehouse Masters and Pit Bulls & Parolees.

+  Target viewers are adults aged 25-54.

]
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+  Investigation Discovery ("ID") reached approximately 85 million subscribers iz the U.S. and | million subscribers through a licensing arrangement
with partners in Canada included in the U.S. Networks segment as of December 31, 2016. ID reached approximately 135 million subscribers in
international markets as of December 31, 2016,

+ [Disaleading mystery and suspense network. From hasrowing crimes and salacious scandals to the in-depth investigation and heart-breaking
mysteries that result, 1D challenges our everyday understanding of culture, society and the human condition.

. [D content includes Deadline: Crime with Tamron Hall, On The Case With Paula Zahn, Injustice Files. Homicide Hunter: Li. Joe Kenda and Wives
With Knives.

= Target viewers are adults aged 25-54, particularly women.

«  Scieace Channel reached approximately 70 mitlion subscribers in the ULS, and 2 million subscribers through a licensing arrangement with partncrs
in Canada included in the U.S. Networks segment as of December 31, 2016. Science Channel reached approximately 95 mitlion subscribers in
international markets as of December 31, 2016.

= Science Channel is home for the thought provoecateur and features programming willing to go beyond imagination to explore the unknown. Guided
by curiosity, Scicuce Channcl {ooks at innovation in mysterious new workds as well as in our own backyards.

«  Content on Science Channel includes Through the Wormhole with Morgan Freeman, Guirageows Acts of Science and How I#'s Made.

«  Target viewers are adults aged 25-54.
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VELOCITY & %

+  Velocity reached approximately 71 millien subscribers in the U.S, as of December 31, 2016. Velocity reached approximately 94 miltion combined
subscribers and viewers in international markets, where the brand is known as Turbo, as of December 31, 2016.

= Velocity engages viewers with a variety of high-octane, action-packed, intelligent thritling automotive programming. In addition to series and
specials exemplifying the very best of the automotive genre, the network broadcasts approximately 100 hours of live event coverage every year.

+  Coatent on Velocity includes Birchin' Rides, Wheeler Dealers, Chasing Classic Cars and Barrett-Jackson Live,

+  Target viewers are adults aged 25-34, particularly men,

U.S. NETWORKS

U.S. Networks generated revenues of $3.3 billion and adjusted operating income before depreciation and amortization ("Adjusted OIBDA™ of $1.9
billion during 2016, which represented 51% and 79% of our total consolidated revenues and Adjusted OIBDA, respectively. Our ULS. Networks scgment
principally consists of national television networks. Our U.S. Networks segment owns and operates ten national television networks, including fulty
distributed television networks such as Discovery Channel, TLC and Animal Planet. In addition, this segment holds an equity method interest in OWN:
Oprah Winfrey Network ("OWN").

U.8. Networks generates revenues from fees charged to distributors of our television networks’ first run content, which include cable, DTH satellite and
teiecommunication service providers, referred to as affihiate fees; fees from digital distributors for licensed content that was previously distributed on our
television networks, referred to as digital distribution revenue; fees from advertising sold on our television networks and digital products, which include our
GO suite of applications and cur virtual reality product, Discovery VR, fees from providing sales representation and network distribution services and
content to equity method investee networks: and revenuce fiom liceasing our brands for consamer products.

Typically. ourtelevision nctworks arc aired pursuant to multi-year cartiage agreements that provide for the level of cantage that our networks witl
receive and forannual graduated rate increases. Casriage of our networks depends on package inclusion, such as whether networks are on the more widely
distributed, broader packages or lesser-distributed, specialized packages, also referred to as digital tiers. We provide authenticated U.S. TV Everywhere
products that are available to certain subscribers and connect viewers through GO applications with live and on-demand access to award-winning shows and
series from nine .S, networks in the Discovery portfolio: Discovery Channel, TLC, Animal Planet, I, Science Channel, Velocity, Destination America,
American Heroes Channel ("AHC"}and Discovery Life.

Advertising revenue is generated across multiple platforms and is based on the price received for available advertising spots and is dependent upon a
number of factors including the number of subscribers to our channels, viewership demographics, the popularity of our programming, our ability to sell
commercial time over a portfolio of channcls and leverage multiple platforms to connect advertisers to target audiences. In the US,, advertising time is sold
in the upfront and scatter markets. In the upfront market, advertisers buy advertising time for upcoming seasons and, by committing to purchase in advance,
lock in the advertising rates they will pay for the upcoming year. Many upfront advertising commitments include options whereby advertisers may reduce
purchase commitments. In the scatter market, advertisers buy advertising closer to the time when the commercials will be run, which often esults in a pricing
premium compared to the upfront rates. The mix ofupfont and scatter market advertising time sold is based upon the economic conditions at the time that
upfront sales take place impacting the seli-out levels management is willing or able te obtain. The demand in the scatter market thern impacts the pricing
achieved for our remaining adverlising inventory. Scatter market pricing can vary from upfiont pricing and can be volatile.

On December 2, 2016, the Company acquired a 39% minerity interest in Group Nine Media, Inc. ("Group Nine Media"), a newly formed joint venture
with Thrillist Media Group, Now This Media, and The Dodo. Group Nine Media is a millennial-focused, digital-first enterprise that secks to create a dynamic
publishing piatform and content creation engine across the unique brands of the contributing investors. In exchange for our interest in the new venture, we
contributed $100 mitlion and certam digital networks businesses, comprising our digital network Seeker and production studio SourceFed. We recorded a
pre-tax gain of $50 million upon deconsolidation of Secker and SourceFed Studios in connection with the transaction (See Note 3 to the

7

01.11.2020 kI 02:57 Brgnngysundregistrene Side 126 av 188



Brgnngysundregistrene Arsregnskap regnskapséaret 2016 for 914493420

accompanying consolidated financial statements.) We will account for the investment under the cost method. (See Note 4 to the accompanying conselidated
linancial statemenis.)

In addition to the global networks described in the overview section above, we operate networks in the U.S. that wtitize the following brands:

@iscovery

1

= Wehave a 60% controlling financial interest in Discovery Family and account for it as a consolidated subsidiary. Discovery Family reached
approximately 64 million subscribers in the U.S, as of December 31, 201 6. Hasbro owns the remaining 40% of Discovery Family.

Discovery Family is programmed with a mix of original series, family-fiiendly movies, and programming from Discevery’s non-fiction library and
Hasbro Studios” popular animation franchises.

«  Content on Discovery Family includes My Little Pony: Friendship is Magic and Equestria Girls, Transformers Rescure Bots, Littlest Pet Shop,
tifestyle programming and family-fiiendly movies.

= Target viewers are children aged 2-11, family inclusive and adults aged 25-54.

AMERICAN HEROES
CHARNEL

*  AHC reached approximately 55 million subscribers in the U.S. as of December 31, 2016, AHC also reached approximately 1 million subscribers
through a licensing arrangement with partners in Canada included in the U.S. Networks segment as of Decermber 31, 2016.

«  AHC provides a rare glimpse into major events that shaped our world, visionary leaders and unexpected heroes who made a difference, and the great
defenders of our freedom,

+  Content on AHC includes Gunsiingers, Apocalypse WW!and The American Revolution.

»  Target viewers are adults aged 35-64, particularly men,

+  Destination America reached approximately 54 million subscribers in the U.S. as of December 31, 2G16.

«  Destination America celebrates the people, places and stories of the United States, and shows the tenacity, honesty, work ethic, humor and
adventurousness that characterize our nation.

= Content on Destination America includes Paranormal Lockdown, Mountain Monsiers, Smoked, 4 Haunting, Railroud and Buying Alaska.

= Target viewers are adults aged 18-34.
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.

Discovery Life reached approximately 47 million subscribers in the U.S, as of December 31,2016.

Discovery Life entertains viewers with gripping, real-life dramas, featuring storytelling that chronicles the human experience from cradle to grave,
including forensic mysteries, amazing medical stories, emergency room trauma, baby and pregnancy programming, parenting challenges, and stories
of extreme life conditions.

Content on Discovery Life includes f Didn 't Know [ Was Pregnant, Untold Sivries of the E.R., Secret Sex Lives: Swingers and Bizarre E.R.

Target viewers are adults aged 25-54.

QOur U.S. Networks scgment owns an equity investment interest in OWN. OWN reached approximately 79 million subscribers in the U.S. as of
December 31, 2016.

OWN is the fitst and only network named for, and inspired by, a single iconic leader. Oprah Winfiey's heart and creative instincts inform the brand
and the magnetism of the channel. Ms. Winfrey provides leadership in programming and attracts superstar talent to join her in prime time, building a
global community oflike-minded viewers and leading that communify to connect on social media and beyond.

Content on OWN includes Queen Sugar and Greenleaf. as well as Tyler Perry’s original series The Huves and Hauve Nots and [f Loviag You is Wrong.

Target viewers are women aged 25-54.
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INTERNATIONAL NETWORKS

International Networks generated revenues of $3.0 billion and Adjusted OIBDA of $848 million during 2016, which represented 47% and 35% of our
total consolidated revenues and Adjusted OIBDA, respectively. Our intemational Networks scgment principally consists ofnational and pan-regional
television networks and brands that are delivered across multiple distribution platforms. This segment generates revenue from operations in virtuatly every
pay-TV market in the world through an infrastructure that includes operational centers in Lordon, Warsaw, Milan. Singapore and Miami. Global brands
include Discovery Channel, Animal Planet, TLC, 1D, Science Channel and Turbo (known as Vetocity o3 the U.S.), along with brands exclusive to
Internationai Networks, including Eurosport, Real Time, DMAX and Discovery Kids. As of December 31, 2016, [ntemational Networks operated over 400
unigue distribution feeds in over 40 languages with channel feeds customized according to language needs and advertising sales opportunities. International
Networks also has FTA and broadceast networks in Europe and the Middle East and broadcast networks in Germany, Norway and Sweden, and continues to
pursue further intemational expansion. FTA networks generate a significant portion of Intemationat Networks' revenue. The penctration and growth rates of
television services vary across countries and territeries depending on numerous factors including the dominance of different television platforms in local
markets. While pay-TV services have greater penetration in certain markets, FTA orbroadeast television 1s dominant in others. Intemational Networks has a
large intetnational distribution platform for its 37 networks, with as many as 13 networks distributed in any particular country or territory across the more
than 220 countries and territories around the world. Intemnational Networks pursues distribution acress all television platforms based on the specific dynamics
oflocal markets and relevant commercial agreements. In addition to the global networks described in the overview section above, we operate networks
internationally that utilize the following brands:

»#-UROSPORT

«  Eurosport is the leading sports entertainment provider across Europe with the foHlowing TV brands: Eurosport, Eurosport 2 and Burosportnews,
reaching viewers across Europe and Asia, as well as Euresport Digital, which includes Eurosport Player and Eurosport.com.

+  Viewing subscribers reached by each brand as of December 31, 2016 were as follows: Evrosport: 133 miltion; Euresport 2: 65 million; and
Eurosportnews: $ million.

= Eurosport telecasts live sporting events with both local and pan-regional appeal and its events focus on winter sports, cycting and tennis, including
the Tour de France and it is the home of Grand Slam tennis with all feur tournaments. Important local sports rights inctude Bundesliga and MotoGP.
In addition, Eurosport has increasingfy invested in more exclusive and localized rights to drive local audience and commercial relevance.

+ W have acquired the exclusive broadcast rights across all media platforms throughout Europe for the four Olympic Games between 2018 and 2024
for €1.3 bitlion ($1.5 billion as of December 31, 2016). The broadcast rights exclude France for the Olympic Games in 2018 and 2020, and exclude
Russia. In addition to FTA broadcasts for the Olympic Games, many of these events are set to air on Eurosport’s pay-TV and digital platforms.

+  On November2, 2016, we announced & long-term agreement and joint venture parnership with BAMTech ("MLBAM") a techrology services and
video streaming company. and subsidiary of Major League Bascball's digital business, that includes the formation of BamTech Europe, a joint
venture that will provide digital technology services to a broad set ofboth sports and entertainment clients across Europe.

PMAX

*  AsofDecember31, 2016, DMAX reached approximately 103 million viewers through FTA networks, according to intemal estimates.

= DMAXis amen’s tactual entertainment channel in Asia and Europe.
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di-scaeryk-'ds“

+  Discovery Kids reached approximately 121 million viewers, according te intemal estimates, as of December 31,2016,

»  Discovery Kids is a leading children’s network in Latin America and Asia.

Qur International Networks segment also owns and operates the following regional television networks, which reached the following number of
subscribers and viewers via pay and FTA or broadeast networks, respectively, as of December 31, 2016:

International
Subseribers/Viewers
Television Service (milkions)
Quest FTA 77
Nordic broadcast networks(« Broadecast 35
Giallo FTA 23
Frisbee FTA 25
Focus FTA 25
K2 FTA 25
Deelay TV FTA 25
Discovery HD World Pay 24
Shed Pay 12
Discovery History Pay 10
Discovery World Pay 6
Discovery cn Espanol (U.S.) Pay 6
Discovery Familia {U.S5.) Pay 6

(s} Number of subscribers corresponds to the sum of the subscribers to each of the Nerdic broadcast networks in Sweden, Norway, Finland and Denmark subject to retransmission
agreements with pay-TV providers. The Nordic broadcast networks include Kanal 5, Kanal 8, and Kanal 11 i Sweden, TV Norge, MAX, FEM and VOX in Norway, TV 5,
Kutonen, and Frii in Finland, and Kanal 4, Kanal 5, 6'eren, and Canal 9 in Denmark.

Similar to U.8. Networks, a significant source of revenue for Intemational Networks relates to fees charged to operaters whe distribute our linear
networks. Such operators primarily include cable and DTH satellite service providers. International television markets vary in their stages of development.
Some markets, such as the UK., are more advanced digital television markets, while others remain in the analog envirenment with varying degrees of’
invesiment fiom operators to expand channel capacity or convert to digital technologies. Common practice in some markets resulls in long-term contractual
distribution relationships, while customers in other markets renew contracts annually, Distribution revenue for our Intemational Networks segment is largely
dependent on the number of subscribers that receive our networks or content, the rates negofiafed in the distributor agreements, and the market demand for
the content that we provide.

The other significant source of revenue for International Networks refates to advertising sold on our television networks and across distribution
platforms, similar to U.S. Networks. Advertising revenue is dependent upon a number of factors, including the development of pay and FTA television
markets, the number of subscribers to and viewers of our channels, viewership demographics, the popularity of cur programming, and our ability to sell
commercial time over a portfolio of channels on multiple platforms. I certain markets, our advertising sales business operates with in-house sales teams,
while we rely on external sales representation services in other markets. In developing television maskets, advertising revenue growth results from continued
subscriber growth, our localization strategy, and the shift of advertising spending from traditional broadcast networks to channels
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in the multi-channel environment. In relatively mature markets, such as Northem Europe, growth in tefevision advertising revenue comes from increasing
advertising pricing and ratings on our existing lelevision networks.

During 2016, distribution, advertising and other revenues were 55%, 42% and 2%, respectively, of total net revenues for this segment. While the
Company has traditionally operated cable networks, in recent years an increasing portion ofthe Company's international advertising revenue is generated by
FTA or broadcast networks, unlike U.S. Networks. During 2016, pay-TV networks generated 46% of International Networks' advertising revenue and FTA or
broadcast networks generated 54% of International Networks' advertising revenue.

The Company's International Networks distribute content through localized programming disseminated via more than 400 untgue distribution feeds.
While our International Networks segment maximizes the use of programming from U.S. Networks, we also develop local programming that is tailored to
individual market preferences and license the rights to air fiims, television series and sporting events from third parties. International Networks amortizes the
cost of capitalized content rights based on the proportion of current estimated revenues relative to the estimated remaining total lifetime revenues, which
results in cither an accelerated method or a straight-line method over the estimated useful lives of the content of up to five years. Content acquired from U.S.
Networks and content developed locally airing on the same network is amortized similarly, as amortization rates vary by network. A portion of International
Networks' content is amortized using an accelerated amortization method, while the remainder is amortized on a straight-line basis, The costs for multi-year
spotts programming arrangements are expensed when the event is broadcast based on the estimated relative value of cach component of the arrangement.

On June 24, 2016, the Company acquired a 27.5% interest in Mega TV, an FTA channel in Chile owned by Bethia Comunicaciones, for $53 million.
which we account for using the equity method,

On Juneg 23,2016, the UK. held a referendum in which voters approved an exit fiom the European Union (“E.U."), commonly referred to as “Brexit.”
The British govemment announced that it will begin negotiating the terms of the U.K.’s future relationship with the E.U. in the first quarter of 2017, Brexit
may have an adverse impact on advertising, subscribers, distributors and employees, as described in Items 1 A, Risk Factors, below. We continue to monitor the
situation for potential effects to our distribution and licensing agreements, unusual foreign currency exchange rate fluctuations, and changes to the legal and
regulatory landscape.

On December 21, 2012, we acquired a 20% ownership interest in Eurosport, which includes both Eurosport International and Eurosport France, which
was accounted for as an equity method investment. On May 30, 2014, we acquired a controlling 31% interest in Eurosport Iaternational for €259 million
($351 million) and committed to acquire a similar controlling interest in Eurosport France upon resofution of certain regulatory matters. The outstanding
regulatory matters in France were subsequently resolved, and on March 31,2015, we completed our acquisition ofan additional 31% equity interest in
Eurosport France for €36 million (S38 million}, giving us a 51% stake in Eurosport. {See Note 3 to the accompanying consohidated financial statements.) On
October 1, 2015, we acquired the remaining 49% of Eurosport for €49 | million ($548 mitlion). (See Note 1] to the accompanying consolidated financial
statements.)

On October 7, 2013, we recorded a pretax loss of $3 million for the contribution of our Russian business to a joint venture (the “New Russtan Business™)
with a Russian media company, National Media Group ("NMG"). We now hold a 20% interest in the New Russian Business, which was established to comply
with changes in Russian legislation limiting foreign ownership of media compantes. We ne lenger consolidate the contributed Russian business, which was a
component of our Intemational Networks scgment and we now account for our owncership interest in the New Russian Business as an cquity method
investment. (See Note 3 to the accompanying consolidated financial statements.)

On June 30,2015, we sold our radio businesses in Northern Europe to Baver Media Group ("Bauer") for total consideration, net of cash disposed, of €72
million ($80 million), which included €54 million ($61 mittion) in cash and €18 million {$19 milkion) of contingent consideration paid on April 1,2016.
The cumulative gain on the disposal of the radio business is $1 million. Based on a change in our estimate of the fair value of contingent consideration, we
recorded a pre-tax gain of $13 million for the year ended December 31, 2016, Forthe yearended December 31, 2015, we recorded an estimated toss on
disposal of $12 million using then available projected resulis. We determined that the disposal did not meet the definition of a discontinued operation
because i1 docs not represent a strategic shift that has a significant impact on cur eperations and coasolidated financial results. {Sec Note 3 to the
accompanying consolidated financial statements.)

In 2015, we acquired a 100% equity interest in several other unrelated businesses for total cash and contingent consideration of $91 mitlion, net of cash
acquired. The acquisitions included a FTA network in laly, cable networks in Denmark, a FTA network in Turkey and a pay-TV sports channel in Asia. (See
Note 3 to the accompanying consolidated financial statements.) All 2cquired businesses are components of our International Networks segment.

Acquisitions are included in our operating resulis upon their acquisition date and dispositions are excluded from our operating results following their
disposition date. {See Note 3 to the accompanying consolidated financial statements.)
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EDUCATION AND OTHER

Edueation and Other generated revenues of $174 million during 2016, which represented 3% of our tetal conselidated revenues. Education is
comprised of curriculum-based product and service offerings and generates revenues primarily from subscriptions charged to K-12 schools for access to an
online suite of curriculum-based VOD tools, professional development services, digital textbooks and. to & lesser extent, student assessments and publication
ol hard copy curriculum-based content. Other is comprised of production studios that develop content for our networks and other television service providers
throughout the world. Our wholly-owned production studios provide services to our U.S. Networks and Intemational Networks segments at cost. The
revenues and offsetting expenses associated with these inter-segment production services have been eliminated from the results of operations for Education
and Other.

On November 12,2015, we paid $195 miltion to acquite 5 million shares, or approximately 3%, of Lions Gate Entertabnment Corp. ("Lionsgate™), an
entertainment company involved in the production of movies and television which is accounted for as an available-for-sale ("AFS") security. During 2016,
we determined that the decline in value of our investment in Lionsgate is other-than-temporary in nature and, as such, the cost basis was adjusted to the fair
value of the investment as of September 30, 2016. {(See Note 4 to the accompanying consolidated financial statements.)

On September 23, 2014, the Company acquired a 50% equity method ownership interest in All3Media, a production studic company. with an enterprise
value of £556 million (§212 million) for a cash payment ofapproximately £90 million (§147 million). Al13Media recapitatized its debt structure to effect the
transaction. {See Note 4 to the accompanying censolidated financial statements.)

On February 28, 2014, we acquired Raw TV Limited, a factual entertainment production company in the UK., to improve the sourcing of content for
our networks. {See Note 3 10 the accompanying consolidated financial statements.)

CONTENT DEVELOPMENT

Our content development strategy is designed to increase viewership, maintain innovation and guality leadership, and provide value for our network
distributors and advertising customers. Our content is sourced from a wide range of third-party producers, which include some of the werld’s leading
nonfiction production companies, as well as independent producers and wholly-owned production studios.

Cur production arrangements fall into three categories: produced, coproduced and Heensed. Produced content includes content that we engage third
partics or wholly owned production studios to develop and produce. We retain editorial control and ewn most or all ofthe rights, in exchange for paving all
development and production costs. Production of digital-first content such as virtual reality and short-form video is typically done through wholly-owned
production studios. Coproduced content refers to program rights on which we have collaborated with third parties to finance and develop cither because at
times worid-wide rights are not available for acquisition or we save costs by collaborating with third parties. Licensed content is comprised of films or series
that have been produced by third parties. Paymenis for sports rights made in advance of the event are recognized as prepaid content license assets.

International Networks maximizes the use of content from our Ui.S. Networks. Our non-fiction content tends to be culturaily neutral and maintains its
relevance for an extended period of time. As a result, a significant amount of our non-fiction content transkates well across intemational borders and is made
even more accessible through extensive use of dubbing and subtitles in local languages. Our content can be re-edited and updated in a cost-effective manner
to provide topical versions of subject matter that can be utilized around the world, International Networks executes a tocalization strategy by offering content
from U.S. Networks, customized content and localized schedules via our distribution feeds. While our International Networks segment maximizes the use of
content from U.S. Networks, we also develop local content that 1 tailored to individual market preferences and hicense the nghts to air films, television series
and sporting events from third-party producers.

Our largest single cost is content expense, which includes content amottization, content impairment and production costs for languaging. We amortize
the cost of capitalized content rights based on the propertion that the current year's estimated revennes bear to the estimated remaining total lifetime
revenues, which notmally results in an accelerated amortization method over the estimated useful lives. However, certain networks also utilize a straight-line
method of amontization over the estimated useful Hives of the content. Content is amortized primarily over periods of three to four years. The costs for multi-
year sports programming arrangements are expenscd when the event is broadcast based on the estimated relative value of cach scason in the amangement.
Content assets are reviewed for impairment when impairment indicators are present, such as low viewership orlimited expected use. Impairment losses are
recorded for content asset carryimg value in excess of net reahizable value.
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REVENUES

We generate revenues principally from fees charged to operators who distribute our network content, which primarily include cable, DTH satellite,
telecommunication and digital service providers and advertising sold on our networks and digital products. Other transactions include cumriculum-based
products and services, affiliate and advertising sales representation services, production of content, content licenses and the licensing of our brands for
consumer products. During 2016, distribution, advertising and other revenues were 5G%, 45% and 5%, respectively, of consolidated revenues. No individual
customer represented more than 10% of our total consolidated revenues for 2016,2015 0r2014.

Distribution

Distribution revenue includes fecs charged for the right to view Discovery's network branded content made available to customers through a variety of
distribution platforms and viewing devices. The largest compenent of distribution reveaue is comprised of linear distribution services for rights to our
networks from cable, DTH satellite and telecommunication service providers. We have contracts with distributors representing most cable and satellite
service providers around the world, including the largest operators in the US. and major international distributors. Typicalty, our television networks are
aired pursuant to multi-year carriage agreements that provide for the level of carriage that Discovery’s networks will receive, and, if applicable, for scheduled
graduated annual rate increases. Carriage of our networks depends upon package inclusion. such as whether networks are on the more widely distributed,
broader packages or lesser-distributed, specialized packages. Distribution revenues are largely dependent on the rates negotiated in the agreements, the
number of subscribers that receive our networks or content, the number of platforms covered in the distribution agreement, and the market demand for the
content that we provide. From time to time, renewals of multi-year carriage agreements include significant initial year one market adjustments to re-set
subscriber rates, which then increase at rates lower than the initial increase in the following years. We have provided distributors launch incentives, in the
form of cash payments or free perdods, to catry our networks.

In the U.S., more than 90% of distribution revenues come from the top 10 distributors, with whom we have agreements that expire at various times from
2017 through 2021. Quiside ofthe U.S,, approximately 46% of distribution revenue comes from the top 10 distributors. Distribution fees are typically
collected ratably throughout the year. Intemational television markets vary in their stages of development. Some, notably the UK., are more advanced digital
multi-channel television markets, while others operate in the analog environment with varying degrees of investment from distributors in expanding channel
capacity orconverting to digital,

Distribution revenue also includes fees charged for bulk content arrangements and other subscription services for episodic content, These digital
distribution revenues are impacted by the quantity, as well as the quality, of the content Discovery provides.

Advertising

Cur advertising revenue is generated across multiple platforms and consists of consumer advertising, which is sold primarily on a natienal basis in the
U.8. and on a pan-regional or local-language feed basis outside the U.S. Advertising contracts generally have a term of one year or less.

In the U.S., we sell advertising time in the upfront and scatter markets. In the upfront market, advertisers buy advertising time for the upcoming season
and by purchasing in advance ofien receive discounted rates. In the scatter market, advertisers buy advertising time close to the time when the commercials
will be run and often pay a premium. The mix between the upfiont and scatter markets is based upon a number of factors, such as pricing, demand for
advertising time and economic conditions. Qutside the U 8., advertisers typically buy advertising closer to the time when the commercials will be run. In
developing pay-TV markets, we expect advertising revenue growth will result from subscriber growth, our localization strategy, and the shift of advertising
spending from broadeast to pay-TV. fn mature markets, such as the U.S. and Westemn Europe, high proportions of market penetration and distribution are
unlikely to drive rapid revenue growth. Instead, growth in advertising sales comes from increasing viewership and pricing ard launching new services, either
in pay-TV, broadcast, or FTA television environments.

Advertising revenue is dependent upon a number of factors, including the stage of development of television markets, the popularity of FTA television,
the number of subscribers to our channels, viewership demographics, the popularity of our content and our ability to sell commercial time over a group of
channels. Revenue from advertising is subject to seasonality, market-based variations and general economic conditions. Advertising revenue is typically
highest in the second and fourth quarters. In some cases, advertising sales are subject to ratings guarantees that require us to provide additional advertising
time if the guaranteed audience levels are not achieved.

We also generate revenue from the sale of advertising through our digital products on 4 stand-alone basis and as part of advertising packages with our
television networks.
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Other

We also generate income associated with curriculum-based products and services, the licensing of cur brands for consumer products and third-party
content sales, and content production from our production studios.

COMPETFIFION

Providing content across various distribution platforms is a highly competitive business worldwide. We experience competition for the development
and acquisition of content, distribution of our content, sale of commercial time on our networks and viewership. There is competition from other production
studios, other television networks, and the intemnet for the acquisition of content and creative taleat such as writers, producers and directors. Our ability to
produce and acquire popular content is an important competitive factor for the distrtbution of our content, attracting viewers and the sale ol advertising. Qur
success in securing popular content and creative talent depends on various factors such as the number of competitors providing content that targets the same
genre and audience, the distribution of our content, viewership, and the prodaction, marketing and advertising support we provide.

Cur networks compete with other television networks, including broadcast, cable and local, for the distribution of our content and fees charged to cable
television operators, DTH satellite service providers, and other distributors that carry our content. Qur ability to secure distiibution agreements js necessary to
ensure the retention of our audiences. Our contractual agreements with distributors are renewed or renegotiated from time to time in the ordinary course of
business. Growth in the number of networks distributed, consolidation and other market conditions in the cable and satellite distribution industry, and
increased popularity of other platforms may adversely affect our ability to obtain and maintain contractual terms for the distribution of our content that are as
favorable as those currently in place, The ability to secure distribution agreements is dependent upon the production, acquisition and packaging of original
content, viewership, the marketing and advertising support and incentives provided to distributors, the product offering across a series of networks within a
region, and the prices charged for camriage.

Curnetworks and digital products compete for the sale of advertising with other television networks, including broadcast, cable and local networks,
online and mobile outlets, radio content and print media. Our suceess in selling advertising is a fanction of the size and demographics of our andicnces,
quantitative and qualitative characteristics of the audience of each network, the perceived quality of the network and of the particular content, the brand
appeal of'the network and ratings as determined by third-party rescarch companies, prices charged for advertising and overall advertiser demand in the
matketplace.

Gur networks and digital products also compete for their target audiences with all forms of content and other media provided to viewers, including
broadcast, cable and local networks, pay-per-view and VOUD services, DVIs, online activities and other forms of news, information and entertainment.

Our education business competes with other providers of curriculum-based products and services to schools. Our production studios compete with other
production and media companies for talent.

INTELLECTUAL PROPERTY

Our inteliectual property assets include copyrights in content, trademarks in brands, names and logos, websites, and licenses of intellectual property
rights from third parties.

We are fundamentally a content company and the protection of our brands and content is of primary importance. To protect our intellectuat property
assets, we rely upon a combination of copyright, trademark, unfair competition, trade secret and Intemet/domain name statutes and laws, and contract
provisiens. However, there can be ne assurance of the degree to which these measures will be successful. Moreover, effective intellectual property protection
may be cither unavailable orlimited in certain foreign territorics. Policing unauthorized usce of our products and scrvices and related intellectual property is
difficult and costly. We seek to limit unauthorized use of our inteltectual property through a combination of approaches. However, the steps taken to prevent
the infringement of our intelectual property by unauthonzed third parties may not work.

Third parties may challenge the validity or scope of our intetlectual property from time to time, and the success of any such challenges could result in
the Himitation or loss of intellectual property rights. Imespective of their validity, such claims may result in substantial costs and diversion of resources which
could have an adverse effect on our operations. In addition, piracy, which encompasses the theft of cur signal, and unauthorized use of ourcontent, in the
digital environment continues to present a threat to revenues from products and services based on our intellectual property.

REGULATORY MATTERS

Our businesses are subject to and affected by regulations of U.S. federal, state and local government authorities, and our intemational operations are
subject to laws and regulations of the conntries and international bodies, such as the E.U., in which we
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operate. Content networks, such as those owned by us, are regulated by the Federal Communications Commission (“FCC™}in certain respects if they are
alfiliated with a cable television operator. Gther FCC regulations, although imposed on cable television operators and dircct broadcast satellite ("DBS")
operators, affect content networks indirectly. The rules, regulations, pelicies and procedures affecting our businesses are constantly subject to change. These
descriptions are summary in nature and do not purport 1o describe all present and proposed faws and regulations affecting our businesses.

Program Access

The FCC’s program access miles prevent a satellite or cable content vendor in which a cable operator has an “attributable™ ownership interest from
discriminating against unaffiliated multichannel video programming distributors (“MVPDs”), such as cable and DBS operators, in the rates, terms and
conditions for the sale or delivery of content. These rules also permit MVPDs to initiate complaiats to the FCC against content networks ifan MVPD claims it
is unable to obtain rights to carry the content network on nondiscriminatory rates, terms or conditions. The FCC allowed a previous blanket prohibition on
exclusive arrangements with cable operators to expire in October 2012, but will consider case-by-case complaints that exclusive contracts between cable
operators and cable-affiliated programmers significantly hinder or prevent an unaffiliated MVPD from providing satellite or cable programming.

“Must-Carry”/Retransmission Consent

The Cable Television Consumer Protection and Competition Act of 1992 (the “Act™} imposes “must-carry™ regulations on cable systems, reguiring
them to carry the signals of most local broadceast television stations in their market. DBS systems are afso subject to their own must-carry rules. The FCC’s
implementation of “must-carry™ obligations requires cable operators and DBS providers to give broadcasters preferential access to channel space. This
reduces the amount of channel space that is available for cariage of our netwerks by cable and DBS operators. The Act also established retransmission
consent, which refers to a broadeaster’s right to reguire MVPDs, such as cable and satellite operators, to obtain the broadeaster's consent before distributing
the broadcaster's signal to the MVPDs' subscribers. Broadcasters have traditionally used the resulting leverage from demand for their must-have broadcast
content to obtain carriage for thetr affiliated networks. Increasingly, broadeasters are additionally seeking substantial monetary compensation for granting
catriage rights for their must-have broadcast content. Such increased financial demands on distributors reduce the content funds available for independent
programmers not affiliated with broadcasters, such as us.

Closed Captioning and Advertising Restrictions

Certain of our networks must provide closed-captioning of content. Qur content and digitai products intended primarity for children 12 years of age
and under must comply with certain limits on advertising, and commercials embedded in our networks’ content stream adhere to certain standards for
ensuring that those commercials are not transmitted at louder velumes than our program material, The 2 13t Century Commurications and Video Accessibility
Act 0f2010 requires us to provide closed captioning on certain IP-delivered video content that we offer.

Obscenity Restrictions

Network distributors are prohibited from transmitting obscene content, and our affiliation agreements generally require us te refrain from including
such content on our networks.

Yiolent Programming

In 2007, the FCC issued a report on violence in programing that recommended Congress prohibit the availability of violent programming, including
cable programming, during hours when children are likely to be watching. Recent events have led to a renewed interest by some members of Congress in the
alleged effects of violent programming, which could lead to a renewal of interest in limiting the availability of such programming or prohibiting it.

Reguiation of the Internet

We operate several digital products and websites that we use to distribute information about our programs and te offer consumers the opportunity to
purchase consumer products and services. knternet services are new subject to regulation in the U.S, relating to the privacy and sceurity of personatly
identifiable user information and acquisition of personal information from children under 13, including the federal Children's Ontine Privacy Protection Act
and the federal Controliing the Assault of Non-Solicited Pomography and Marketing Act. In addition, a majority of states have enacted laws that impose data
security and security breach obligations. Additional federal and state laws and regulations may be adopted with respect to the Internet or other on-line
services, covering such issues as user privacy, child safety, data security, advertising, pticing, conient, copyrights and trademarks, access by persons with
disabilities, distribution, taxation and characteristics and quality of products and services. In additien, to the extent we offer products and services to on-line
consumers outside the US| the laws and regulations of foreign jurisdictions,
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including, without {imitation, consumer protection, privacy, advertising, data retention, intellectuat property, and content Hmitations, may impose additional
compliance obligations on us.

Foreign Laws and Reguiations

The foreign jurisdictions in which our networks are offered have, in varying degrees, laws and regulations govemning our businesses.

EMPLOYEES

As of December 31, 2016, we had approximately 7,000 employees, including full-time and part-time employees of our wholly-owned subsidiaties and
consolidated ventures.

AVAILABLE INFORMATION

Al of our filings with the U.S. Securities and Exchange Comumission {the “SEC”), including reports on Form 106-K, Form 10-Q and Form 8-K, and all
amendments to such filings are available free of charge at the investor relations section of our website, wwiv discoverycommunications.com, as soon as
reasonably practicable after such material is filed with, or fumnished to, the SEC. Our annual report, corporate govemnance guidelines, code of business ethics,
audit committee charter, compensation committee charter, and nominating and comporate governance committee charter are also available on our website. [n
addition, we will provide a printed copy of any of these documents, free of charge, upon written request to: Invester Relations, Discovery Communications,
Inc., 850 Third Avenue, 8th Floor, New York, NY 10022-7225, Additionally, the SEC maintains a website at http://www.sec.gov that contains quarterly,
annual and current reports, proxy and information statements, and other information regarding issuers that file electronically with the SEC, including the
Company. The public may also read and copy any materials thai the Company files with the SEC at the SEC's Public Reference Room at 100 F Street, NE,
Washington, DC 20549, information on the operation of the Public Reference Room may be obtained by calling the SEC at {-800-SEC-0330.

The information contained on our website is not part of this Anaual Report on Form 10-K and is not incerporated by reference herein.

ITEM 1 A. Risk Factors.

Investing in our securities involves risk. [n addition to the other information contained in this report, you should consider the following risk factors
before investing in our securities.

There has been a shift in consumer behavior as a result of technelogical innevations and changes in the distribution of content, which may affect our
viewership and the proefitabiiity of our business in unpredictable ways.

Technelogy and business models in our industry continue to evolve rapidly. Consumer behavior related to changes in content distribution and
technological innovation affect our cconomic model and vicwership in ways that are not eatirely predictable.

Consumers are increasingly viewing content on a time-delayed or on-demand basis from traditional distributors and from conaccted apps and websites
and on a wide variety of screens, such as televisions, tablets, mobile phones and other devices. Additionally, devices that allow users to view television
programs on a time-shified basis and technologies that enable users to fast-forward or skip programming, including commercials, suchk as DVRs and portable
digital devices and systems that enable users to store or make portable copics of content may affect the attractiveness of our offerings to advertisers and could
therefore adversely affect our revenues. There is increased demand for short-form, user-generated and interactive content, which have different economic
models than our traditional content offerings. Digital downloads, rights lockers, rentals and subscription services are competing for consumer preferences
with cach other and with traditional physical distribution of DVDs and Blu-ray discs. Each distribution model has different risks and cconomic consequences
for s, so the rapid evolution of consumer preferences may have an economic impact that is not completely predictable. Distribution windows are alse
evolving, potentially affecting revenues from other windows. If we cannot ensure that cur distribution methods and content are responsive to our target
audiences, our business could be adversely affected.

Consolidation among cable and satellite providers, bath demestically and internationally, could have an adverse effect on our revenue and
profitabiiity.

Consolidation among cable and satellite operators has given the largest operators considerable leverage in their relationships with programmers,
including us. In the U.S., approximately 90% of our distribution revenues come from the top 10 distiibutors. For the Intemational Networks segment,
approximately 46% of distribution revenue comes from the 10 largest
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distributors. We currently have agreements in place with the major cable and satellite operators in U.S. Networks and Intemational Networks which expire at
various times through 202 1. Some ol our {argest distributors have combined, and as a result, have gained, or may gain, market power, which could affect our
ability to maximize the value of our content through those platforms. In addition, many of the countries and territories in which we distribute our networks
also liave a small number of dominant disiributors. Continued consolidation within the industry could reduce the number of distributors to carry our
programiming, subject our affitiate fee revenue to greater volume discounts, and further increase the negotiating Jeverage ofthe cable and satellite television
system operators which could have an adverse effect on our financial condition or results of operations.

The success of our business depends on the acceptance of our entertainment content by our U.S, and foreign viewers, which may he unpredictable and
volatile,

The production and distribution of entertainment content are inherently risky businesses because the revenue we derive and our ability to distribute our
content depend primarily on consumer tastes and preferences that often change in unpredictable ways. Our success depends on our ability to consistently
create and acquire content that meets the changing preferences of viewers in general, in special interest groups, in specific demographic categories and in
varipus international marketpiaces. The commercial success of our content also depends upen the quality and acceptance of competing content available in
the applicable marketplace. Other factors, including the availability of alternative forms of entertainment and leisure time activities, general economic
conditions, piracy, and growing competition for consumer discretionary spending may also affect the audience for our content. Audience sizes for our media
networks are critical factors affecting both the volume and pricing of advertising revenue that we reeeive, and the extent of distribution and the lcense fees
we receive under agreements with our distributors. Consequently, reduced public acceptance of our entertainment content may decrease our audience share
and adversely affect our results of operations.

We face cybersecurity and similar risks, which could result in the disclosure of confidential information, disruptior of our programming services,
damage to our brands and reputation, legal exposure and financial losses.

Qur on-line, mobile and app offerings, as well as our intemnal systems, involve the storage and transmission of proprietary information, and we and our
partners rely on various technology systems in connection with the production and distiibution of our programming. Qur systems may be breached due to
employee error, computer malware, viruses, hacking and phishing attacks, or otherwise. Additionally, outside parties may attempt to fraudulently induce
employees or users fo disclose sensitive or confidential information in order to gain access to data. Because the techniques used te obtain unauthorized
access, disable or degrade service, or sabotage systems change frequently and often are not recognized untit launched against a target, we may be unable to
anticipate these techniques or to impiement adequate preventative measures. Any such breach or unautherized access could result in a loss of our proprictary
information, which may inciude user data, a disruption of our services or a reduction of the revenues we are able to generate from such services, damage to our
brands and reputation, a loss of confidence in the security of our offerings and services, and significant legal and financial exposure, cach of which could
potentially have an adverse effect on our business.

Our businesses operate in highly competitive industries.

The entertainment and medis programming industrics in which we operate are highly competitive. We compete with other programming networks for
distribution, viewers and advertising. We also compete for viewers with other forms of media entertainment, such as home video, movies, periodicals, on-line
and mobile activities. In particular, websites and search engines have seen significant advertising growth, a portion of which has moved from traditional
cable network and satellite advertisers. Businesses, including ours, that offer multiple services, or that may be vertically integrated and offer both video
distribution and pregramming content, may face closer regulatory review fiom the competition authoritics in the countries in which we currently have
opcrations. If our distributors have to pay higher rates to holders of sports broadcasting rights, it might be difficult for us to negotiate higher rates for
distribution of our networks. Our on-line businesses compete for users and advertising in the broad and diverse market of free and subscription Intemet-
defivered services. Our commerce business competes against a wide range of competitive retaifers selling similar products. Our cummiculum-based video
business and digital textbook business compete with other providers of education products to schools. The ability ef cur businesses to compete successfully
depends on a number of factors, including our ability to consistently supply high guality and popular content, access our niche viewership with appealing
category-specific content, adapt to new technologies and distribution platfonms and achieve widespread distribution. There can be no assurance that we will
be able to compete successfully in the future against existing or new competitors, or that increasing competition will not have a materiat adverse effect on our
business, financial condition or results of operations.

Failure to renew, renewal with less favorable terms, or termination of our affiliation agreements may cause a deeline in our revenue.

Because cur networks are licensed on a wholesale basis o distributors, such as cable and satellite operators, which in tum distribute them to consumets,
we are dependent upon the maintenance of affiliation agreements with these operators. These
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affiliation agreements generally provide for the level of carriage our networks will receive, such as channel placement and programming package inclusion
(widcly distributed, broader programming packages compared to lesser distributed, specialized programming packages) and for payment of a licensc fee Lo us
based on the number of subscribers that receive our networks. While the number of subscribers asseciated with cur networks impacts our ability to generate
advertising revenue, these per subscriber payments also represent a significant portion of our revenue. Our affiliation agreements generally have a limited
term which varies by market and distributor, and there can be no assurance that these affiliation agreements wilt be reaewed in the future, or renewed on terms
that are favorable to us. A reduction in the license fecs that we receive per subscriber or in the number of subscribers for which we are paid, including as a
result of a loss orreduction in carriage for our networks, could adversely affect our distribution revenue. Such a loss or reduction in camriage could also
decrease the potential audience for our programs thereby adversely affecting our advertising revenue. In addition, our affiliation agreements are complex and
individually negotiated. I we were 1o disagree with one of cur counterparties on the interpretation of an affiliation agrecment, our relationship with that
counterparty could be damaged and our business could be negatively affected.

Interpretation of some terms of our distribution agreements may have an adverse effect on the distribution payments we receive under those
agreements.

Some of our distribution agreements contain “most favored nation” clauses. These clauses typically provide that if we enter into an agreement with
another distributor which contains certain more favorable terms, we must offer some of those terms to our existing distributors. We have entered into a number
of distribution agreements with terms that differ in some respects from those contained in other agreements. While we believe that we have appropriately
complied with the most favored nation clauses included in our distribution agreements, these agreements are complex and other parties could reach a
different conclusion that, if cotrect, could have an adverse effect on our financial condition or results of operations.

We are subject to risks related to our international operations.

We have operations through which we distribute programming outside the United States. As a resuit, our business is subject to certain risks inherent in
intemational business, many of which are beyond our control. These risks include:

+  lawsand policies affecting trade and taxes, including kaws and policies relating to the repatriation of funds and withholding taxes, and changes in
these laws;

+  changes in local regulatory requirements, including restrictions on content, imposition of local content quotas and restrictions on foreign
ownership;

+  differing degrees of protection for inteliectual property and varying attitudes towards the piracy of intellectual property;
+ significant fluctuations in foreign currency value;

+  currency exchange controls;

» the instability of foreign economies and governments;

+  warand acts of terrorism;

+  anti-corruption laws and regulations such as the Foreign Cormapt Practices Act and the UK. Bribery Act that timpose stringent reguirements on how
we conduct our foreign operations and changes in these laws and regulations;

= foreign privacy and data protection laws and regulation and changes in these laws; and

= shifting consumer preferences regarding the viewing of video programming.
Events or developments related to these and other risks assoctated with intemational trade could adversely affect our revenues from non-U.S. sources, which
could have a material adverse effect on our business, inancial condition, operating results, Hquidity and prospects.

Furthermore, some foreign markets where we and our partners operate may be mere adversely affected by current economic conditions than the U.S, We alse
may incur substantial expense as a result of changes, inchuding the imposition of new restrictions, in the existing economic or political environment in the
regions where we do business. Acts of terrorism, hostilities, or financial, political, economic or other uncertainties could lead to a reduction in revenue or loss
of investment, which could adversely affect our results of operations.

Global economic conditions may have an adverse effect on our business.

Our business is significantly affected by prevailing economic conditions and by distuptions to financial markets. We derive substantial revenucs from
advertisers, and these expenditures are sensitive to general economic conditions and consumer buying pattems. Financial instability or a general decline in
economic conditions in the ULS. and other countries where our networks are distributed could adversely affect advertising rates and volume, resulting in a
decrease in ouradvertising revenues.
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Decreuses in consumer discretionary spending in the U.S. and other countries where our networks are distributed may affect cable television and other
video service subscriptions, in particular with respect to digital service tiers on which certain of our programming networks are carried. This could lead to a
decrease in the number of subscribers receiving our programming friom multi-channe! video programming distributors, which could have a negative impact
on our viewing subscribers and affiliation fee revenues. Similarly, a decrease in viewing subscribers would also have a negative impact on the number of
viewers actually watching the programs on our programming networks, which could also impact the rates we are able to charge advertisers.

Economic conditions affect a number of aspects of our businesses worldwide and impact the businesses of our partners who purchase advertising on our
netwotks and might reduce their spending on advertising. Economic conditions can also negatively affect the ability of those with whom we do business to
satisfy their obligations to us. The general worsening of current global econcomic conditions could adversely affect our business, financial condition or results
of operations, and the worsening of economic conditions in certain parts of the world, specifically, could impact the expansion and success of our businesses
in such areas.

As a company that has eperations in the United Kingdom, the vote by the United Kingdom to leave the E.U. could have an adverse impaet on our
business, results of operations and finaneial position,

On june 23, 2016, the UK. held a referendum in which voters approved an exit from the E.U., commeonly referred to as “Brexit.” As a result of the
referendum, it is expected that the British government will begin negotiating the terms of the UK.'s future relationship with the E.U. The effects of Brexit will
depend on any agreements the UK. makes to retain access 10 the EU. markets either during a transitional period or more permanently. The measures could
potentially distupt the markets we serve and may cause us to lose subseribers, distributors and employees. If the UK, loses access to the single E.U. market
and the global trade deals negotiated by the E.U., it could have a detrimental impact on our UK. growth. Such a decline could also make our doing business
in Europe more difficult, which could delay and reduce the scope our distribution and licensing agreements. Without access to the single EU. market, it may
be more challenging and costly to obtain intellectual property rights for our content within the UK. or distribute our services in Europe. In addition, Brexit
could lead Lo legal uncertainty and potentially divergent national laws and regulations as the UK. determines which E.U. laws to replace and replicate. [f
there are changes to UK. immigration policy as a result of Brexit. this could affect our employees and their ability to move freely between the E.U. member
states for work related matters.

The announcement of Brexit has caused significant volatility in global stock markets and currency exchange rate fluctuations. With the expansion of
ourintemational operations, our cXposure to exchange rate fluctuation has increased. This increase in exposuic could have an adverse effect on our results of
operations and net asset balances, as there can be no assurance that the downward trend of'the British pound and the Euro wilt rebound. Brexit may also
create global uncertainty, which may cause a decrease in consumer discretionary spending. These decreases in consumer discretionary spending may affect
cable television and other video service subscriptions where our networks are distributed. This could lead te a decrease in the number of subscribers receiving
our programming, which could in tum have a negative impact on our viewing subscribers and affiliation fee revenues. A decrease in our viewing subscribers
would have a negative impact on the number of viewers watching our programming, possibly impacting the rates we are able to charge for advertising. Any of
the foregoing tactors may adversely atfect our business, results of operations or financial position.

Domestic and foreign laws and regulations could adversely impact our operation results,

Programming services like ours, and the distributors of our services, including cable operators, satellite operators and other multi-channel video
programming distributors, are regulated by U.S. federal laws and regulations issued and administered by various federal agencies, including the FCC, as well
as by state and local governments, in ways that affect the daily conduct of cur video countent business. See the discussion under “Business — Regulatory
Matters™ above. The U.S. Congress, the FCC and the courts cumently have under consideration, and may adopt or interpret in the future, new laws, regulations
and policies regarding a wide variety of matters that could, directly or indirectly, affect the operations of our U.8. media properties or modify the termms under
which we offer our services and operate. For example, any changes 1o the laws and regulations that gover the services or signals that are camied by cable
television operators or our other distributors may result in less capacity for other content services, such as our networks, which could adversely affect our
revenue.

Similarly, the foreign jurisdictions in which our networks are offered have, in varying degrees, laws and regulations governing our businesses.
Programming businesses are subject to regulation on a country-by-country basis. Changes in regulations imposed by foreign governments could also
adversely affect our business, results of operations and ability 1o expand our operalions beyond their current scope.

Financial markets are subject te volatility and disruptions that may affect our ability to obtaia or increase the cost of financing our operations and our
ability to meet our other obligations.

Increased volatility and disruptions in the U.S. and global financial and equity markets may make it more difficult for us to obtain financing for our
operatiens or investments or increase the cost of oblaining financing. Our borrowing casts can be
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affected by short and long-term debt ratings assigned by independent rating agencies which are based, in significant part. on our performance as measured by
credit metrics such as interest coverage and leverage ratios. A low rating could increasc our cost of borrowing or make it more difficult for us Lo obtain future
financing. Unforeseeable changes in foreign currencies could negatively impact our results of operations and calculations of interest coverage and leverage
ratios.

Foreign exchange rate fluctuations may adversely affect our operating results and financial conditions.

We have significant operations in a number of foreign jurisdictions and certain of our operations are conducted and certain of our debt obligations are
denominated in foreign currencies. As a result, there is exposure to foreign currency risk as the Company enters into transactions and makes investments
denominated in multiple currencies. The value of these cutrencies fluctuates relative to the U.S. dollar. Our consolidated financial statements are
denominated in U.8, dollars, and to prepare those financial statements we must translate the amounts of the assets, liabilities, net sales, other revenues and
expenses of our operations outside of the U.S. from local currencies inte U.S. doflars using exchange rates for the current period. As we have expanded our
international operations, our exposure to exchange rate fluctuations has increased. This increased exposure could have an adverse effect on our reposted
results of operations and net asset balances. There is no assurance that downward trending currencies wilt rebound or that stable currencies wilt remain
unchanged in any period or for any specific market.

Our inability to saccessfully acquire and integrate other businesses, assets, products or technelogies could harm our operating results.

Our success may depend on opportunities to buy other businesses or technologies that coutd complement. enhance or expand our current business or
products or that might otherwise offer us growth opportunities. We have acquired, and have made strategic investments in, a number of companies (including
through joint ventures) in the past. and we expect to make additional acquisitions and strategic investments in the future. Such transactions may result in
dilutive issuances of our equity securities, use of our cash tesources, and incurence of debt and amortization expenscs related to intangible assets. Any
acquisitions and strategic investments that we are able to identify and complete may be accompanied by a number ofrisks, including:

» the difficulty of assimilating the operations and personnel of acquired companies into our operations;

= the potential dismption of our ongoing business and distraction of management;

» theincurrence of additional operating losses and operating expenses of the businesses we acquired or in which we invested;

» thedifficulty of integrating acquired technology and rights into our services and unanticipated expenses related to such integration;

«  the failure 1o successfully further develop an acquired business or technology and any resulting impairment of amounts currently captitatized as
intangible assets;

+  the failure of strategic investments to perform as expected or to meet financial projections;

* the potential for patent and trademark infringement and data privacy and secunty claims against the acquired companics, or companies in which we
have invested;

+  litigation or other claims in connection with acquisitions, acquired companies, or companies in which we have invested;

+  the impairment or loss of retationships with customers and partners of the companies we acquired or in which we invested or with our customers and
partners as a result of the integration of acquired operations;

+ the impairment of relationships with, or failure o retain, employees of acquired companies or our existing employees as a result of integration of
new pﬁ[’SUl]l]Ci;

= ourlack of, orlimitations on our, control over the operations of our joint veature companies;

«  thedifficuity of integrating operations, systems, and controls as & result of cultural, regulatory, systems, and operational differences:

= in the case of foreign acquisitions and investments, the impact ef particular economic, tax, currency, political, legal and regulatory risks associated
with specific countries; and

= the impact of known poiential liabilities or Habilitics that may be unknows, including as a result of inadequate intemat contrels, associated with the
companies we acquired or in which we invested.

Qur failure 1o be successful in addressing these risks or other problems encountered in connection with ous past or fulure acquisitions and strategic
investments could cause us to fail to realize the anticipated benefits of such acquisitions or investments, incur unanticipated liabilitics, and harm our
business generally.
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Our equity method and cost method investments' financial performance may differ from current estimates.

We have equity investments in certain entities and the accounting treatment applied for these investments varies depending on a number of factors,
including, but not {imited to, our percentage ownership and the level of influence or controt we have over the relevant entity. Any losses experienced by
these entitics could adversely impact our results of operations and the value of our investment. In addition, ifthese entitics were o fail and cease operations,
we may lose the entire value of our investment and the stream of any shared profits. Some of our ventures may require additional uncommitted funding. We
also have significant investments in entities that we have accounted for using the cost method. If these entities experience significant losses or were to fail
and cease opetations, our investments could be subject to impairment and the Joss of a part or &l of our Investment value.

We have a significant amount of debt and may incur significant amounts of additional debt, which could adversely affect our financial health and our
ability to react to changes in our business.

As of December 31, 2016, we had approximately $7.9 billion of consclidated debt, includiag capital Jeases. Our substantial level of indebtedness
increases the possibility that we may be unable to generate cash sufficient to pay when due the principal of, interest on, or other amounts associated with our
indebtedness. In addition, we have the ability to draw down ourrevolving credit facility in the ordinary course, which would have the effect of increasing our
indebtedness. We are also permitted, subject to certain restrictions under our existing indebtedness, to obtain additional long-term debt and working capital
lines of credit to meet future financing needs. This would have the cffect of increasing our total leverage.

Qur substantial leverage could have significant negative conscquences on our firancial condition and resulis of operations, inctuding:

+ impairing our ability to meet one or more of the financial ratio covenants contained in our debt agreements or te generate cash sufficient to pay
interest or principal, which could result in an acceleration of some or all of our outstanding debt in the event that an uncured default occurs;

= increasing our vuinerability to general adverse economic and market conditions;
= limiting our ability to obtain additional debt or equity financing;

= requiring the dedication of a substantial portion of our cash flow from operations to service our debt, thereby reducing the amount of cash flow
available for other purposes;

= requiring us to sell debt or equity securities or to sell some of our core assets, possibly on unfavorable terms, to meet payment obligations;
= limiting our flexibility in planning for, or reacting to, changes in our business and the markets in which we compete; and
+  placing us at a possible competitive disadvantage with less leveraged competitors and competitors that may have better access to capital resources.

Our ability to incur debt and the use of our funds could be limited by the restrictive covenants in the Joan agreement for eur revelving credit facility.

The loan agreement for our revolving credit facility contains restrictive covenants, as welt as requirements te comply with certain leverage and other
financial maintenance tests. These covenants and requirements could limit our ability to take various actions, including incurring additional debt,
guaranteeing indebtedness and engaging in various types of transactions, including mergers, acquisitions and sales of assets. These covenants could place us
at a disadvantage compared to some of our competitors, who may have fewer restrictive covenanis and may not be required to operate under these restrictions,
Further, these covenants could have an adverse effect on our business by Hmiting our ability to 1ake advantage of financing, mergers and acquisitions or
other opportunities.

Theft of our content, inciuding digital copyright theft and other unauthorized exhibitions of our content, may decrease revenue received from our
programming and adversely affect our businesses and profitability.

The success of our business depends in part on our ability to maintain the intellectual property rights to our entertainment content. We are
fundamentally a content company, and piracy of our brands, television networks, digital content and other intellectual property has the potential to
significantly and adversely atfect us. Pivacy is particularly prevalent in many parts of the world that lack copyright and other protections similar to existing
law in the U.5. It is also made easier by technological advances allowing the conversion of content into digital formats, which facilitates the creation,
transmission and sharing of high-quality unauthoerized copies. Unauthorized distribution of copyrighted material over the Internet is a threat to copyright
owners’ ability to protect and exploit their property. The proliferation of unauthorized use of our content may have an adverse effeet on our business and
profitability because it reduces the revenue that we potentially could receive from the legitimate sale and distribution of our content, Litigation may be
necessary to enforce our intellectual property rights, protect trade secrets or to determine the validity or scope of proprietary rights claimed by others.

22

01.11.2020 kI 02:57 Brgnngysundregistrene Side 141 av 188



- Brgnngysundregistrene Arsregnskap regnskapséaret 2016 for 914493420

The toss of key personnel or talent could disrupt our business and adversely affect pur revenue.

Qur business depends upon the continued efforts, abilities and expertise of our corporate and divisional executive teams and entertainment
personalities. We employ or contract with entertainment personalities who may have loyal audiences. These individuals are important to audience
endorsement of our programs and other content. There can be no assurance that these individuals will remain with us or retain their current audiences. if we
fail to retain key individuals or if our entertainment personalities lose their current audience base, our operations could be adversely affected.

As a holding company, we couid be unahble to obtain cash in amounts sufficient to meet our financial obligations or other commitments.

Our ability 1o meet our financial obligations and other contractual commitments wili depend upon our abitity to access cash. We are a holding
company, and our sources of cash include our available cash balances, net cash from the operating activities of our subsidiaries, any dividends and interest
we may receive from our investments, availability under our credit facility or any credit facilities that we may obtain in the future and proceeds from any asset
sales we may undertake in the future. The ability of our opetating subsidiaries, including Discovery Communications, LLC, to pay dividends or to make
other payments or advances to us will depend on their individual operating results and any statutory, regulatory or contractual restrictions, including
restrictions under our credit facility, to which they may be or may become subject. We are required to accriie and pay U.S. taxes for repatriation of certain cash
balances held by foreign corporations. However, we intend to permanently reinvest these funds outside of the U.S. and our current plans do not demonstrate a
need to repatriate them to fund our U.S, operations.

We have directors in common with those of Liberty Media Corperation (“Liberty Media™), Liberty Global ple (“Liberty Global™), Liberty Interactive
Corporation (“Liberty Interactive™) and Liberty Broadband Corporation ("Liberty Broadband"), which may result in the diversion of business
opportunities or other potential conflicts.

Liberty Media, Liberty Global, Liberty Intcractive and Liberty Broadband {(together, the "Liberty Entitics") own interests in various U.S. and
international companies, such as Charter Communications, Ine. ("Charter”), that have subsidiaries that own or operate demestic or foreign content services
that may compete with the content services we offer. We have no rights in respect of ULS, or intemational content opportunities developed by or presented to
the subsidiaries of any Liberty Entities, and the pursuit of these opportunities by such subsidiaries may adversely affect our interests and those of our
stockholders. Because we and the Liberty Entities have overlapping directors, the pursuit of business opportunities may serve 1o intensify the conflicts of
interest or appearance of conflicts of interest faced by the respective management teams. Qur charter provides that none of our directors or officers will be
liable to us or any of our subsidiaries for breach of any fiduciary duty by reason of the fact that such individual directs a corporate opportunity to another
person or entity (including any Liberty Entitics), for which such individual serves as a director or officer, or does not refer or communicate information
regarding such corporate oppertunity to us or any of our subsidiaries, unless (x} such opportunity was expressly oftered to such individual selely in his or her
capacity as a director or officer of us or any of our subsidiaries and (y} such opportunity relates to a line of business in which we or any of our subsidiaries is
then directly engaged.

We have directors that are also related persoas ef Advance/Newhouse and that overlap with those of the Liberty Entities, which may lead to cenflicting
interests for those tasked with the fiduciary duties of our board.

Our eleven-person board of directors includes three designees of Advance/Newhouse, including Robert J. Miron, who was the Chairman of
Advance/Newhouse until December 31,2010, and Steven A. Miron, the Chiel Executive Officer of Advance/Newhouse. In addition, our board of directors
inciudes two persons who are currently members of the board of directors of Eiberty Media, three persons who are currently members of the board of directors
of Liberty Global, two persons who are currently members of the board of directors of Liberty Interactive, two persons who are currently members of the board
of directors of Liberty Broadband and two persons who are currently members of the board of directors of Charter, of which Liberty Broadband owns an
cquity intercst. John C. Malonc is the Chairman of the boards of all ofthe Liberty Entitics and is a member of the board of directors at Charter, The parent
company of Advance/Newhouse and the Liberty entities own interests in a range of media, communications and entertainment busiaesses.

Advance/Newhouse will elect three direciors annually for so long as it owns a specified minimum amount of our Series A convertible preferred stock.
The Advance/Newhouse Series A convertible preferred stock, which votes with our commeon stock on all matters other than the election of directors,
represents approximately 25% of the voting power of our outstanding shares. The Series A convertible preferred stock also grants Advance/Newhouse
consent rights over a range of our corporate actions, including fundamental changes to our business, the issnance of additioral capital stock, mergers and
business combinations and certain acquisitions and dispositions.

None of the Liberty Entities own any interest in us. Mr. Malone beneficially owns stock of Liberty Media representing approximately 47% of the
aggregate voling power of its outstanding stock, owns shares representing approximately 24% of the aggregate voling power of Liberty Global, shares
representing approximately 37% ofthe aggregate voting power of Liberty Interactive, shares representing approximately 46% of the aggregate voting power
of Liberty Broadband and shares representing
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approximately 21% of the aggregate voting power (other than with respect to the election of the common stock directors) of our outstanding stock.

Mr. Malone controls approximately 28% of our aggregate voting power relating 1o the clection of our cight common stock directors, assuming that the
preferred stock owned by Advance/Newhouse has not been converted into shares of our common stock. Our directors who are also directors of the Liberty
Entities own stock and stock incentives of the Liberty Entities and own our stock and stock incentives.

These ownership interests and/or business positions could create, or appear to create, potential conflicts of interest when these individuals are faced
with decisions that could have different implications for us, Advance/Newhouse and/or the Liberty Entities. For example, there may be the potential fora
conflict of interest when we, on the oneg hand, or Advance/Newhouse and/or one or more of the Liberty Entities, on the other hand, look at acquisitions and
other corporate opportunities that may be suitable for the other.

The members of our board of directors have fiduciary duties to us and our stockholders. Likewise, those persons who serve in simitar capacities at
Advance/Newhouse or a Liberty Entity have fiduciary duties to those companies. Therefore, such persons may have conflicts of interest or the appearance of’
conflicts of interest with respect to matters involving or affecting both respective companies, and there can be no assurance that the terms of any transactions
will be as favorable to us or our subsidiaries as would be the case in the absence of a conflict of interest.

It may be difficult for a third party to acquire us, even if such acquisition woeuld be beneficial to our stockhelders,

Certain provisions of our charter and bylaws may discourage, delay or prevent a change in control that a stockhotder may consider favorable. These
provisions include the following:

+ authorizing a capital structure with multiple series of common stock: a Series B that entities the holders to ten votes per share, a Series A that entitles
the holders to one vote per share and a Series C that, except as otherwise required by applicable law, entitles the holders to no voting rights;

= authorizing the Series A convertible preferred stock with spectal voting rights, which prehibits us from taking any of the following actions, among
others, without the prior approval of the holders of a majority of the cutstanding shares of such stock:

* increasing the number of members of the Board of Directors above ten;

« making any material amendment to our charter or by-laws;

*  engaging in a merger, conselidation or other business combination with any other entity: and
* appoiating or removing our Chairman of the Board or our Chief Executive Otficer;

= authorizing the issuance of “blank check” preferred stock, which could be issued by our Beard of Directors to increase the number of outstanding
shares and thwart a takcover attempt;

+  classifying our common stock directors with staggered three-year terms and having three directors elected by the holders of the Scries A convertible
preferred stock, which may lengthen the time required to gain control of our Board of Directors;

+  limiting who may call special meetings of stockholders;

+ prohibiting stockholder action by written consent {subject to certain exceptions}, thereby requiring stockholder action to be taken at a meeting of
the stockhoiders;

= establishing advance notice requirements for nomenations of candidates for election o our Board of Directors or for proposing matters that can be
acted upon by stockhoiders at stockholder meetings;

«  requiting stockholder approval by holders of at least 80% of our voling pewer or the approval by at least 75% of our Board of Directors with respect
to certain extraordinary matters, such as a merger or consolidation, a sale of all or substantially all of our assets or an amendment to our charter,

+  requiring the consent of the holders of at least 73% of the outstanding Series B common stock (voting as a separate class) to certain share
distributions and other corporate actions in which the voting power of the Series B common steck would be diluted by, for example, issuing shares
having multiple votes per share as a dividend to helders of Series A common stock: and

«  the existence of authorized and unissued stock which would allow cur Board of Directors to issuc shares to persons fiiendly Lo currenl management,
thereby protecting the continuity of our management, or which could be used to dilute the stock ownership of persons seeking to obtain control of
us.
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We have also adopted a shareholder rights plan in oxder to encourage anyone seeking to acquire us to negotiate with our Board of Directors prior to
atlempting a takcover. While the plan is designed to guard against cocrcive or unfair tactics to gain control of us, the plan may have the cllect ofmaking
more difficuit or delaying any attempts by others to obtain control of us.

Holders of any single series of our common stock may not have any remedies if any action by our directors or officers has an adverse effect en only that
series of common stock.

Principles of Delaware law and the provisions of our charter may protect decisions of our Board of Directors that have a disparate impact upen holders
of any single series of our commeon stock. Under Delaware law, the Board of Directors has a duty to act with due care and in the best interests of all of our
stockholders, including the holders of all series of our common stock. Principles of Detaware law established in cases involving differing treatment of
muitiple classes or series of stock provide that a board of directors owes an equal duty to all common steckholders regardless of class or series and does not
have separate or additional duties to any group of stockholders. As a result, in some circumstances, our directors may be required to make a decision that is
adverse to the holders of one series of common stock. Under the principles of Delaware law referred to above, stockhoelders may not be abte to challenge these
decisions if our Board of Directors is disinterested and adequately informed with respect to these decisions and acts in good faith and in the honest beliefthat
it is acting in the best interests of all ef our stockholders.

If Advance/Newhouse were to exercise its registration rights, it may cause a significant decline in eur stock price, even if our basiness is doing well.

Advance/Newhouse has been granted registration rights covering all of the shares of common stock issuable upon conversion ofthe convertible
preferred stock held by Advance/Newhouse. Advance/Newhouse's Series A convertible preferred stock is currently convertible into one share of our Series A
common stock and one share of our Series C common stock and Advance/Newhouse’s Series C convertible preferred stock s convertible into shares of our
Series € commen stock on a 2-for-1 basis, subject to certain anti-dilution adjustments. The registration rights, which are immediately exercisable, are
transferable with the sale or transfer by Advance/Newhouse of blocks of shares representing 10% or more of the preferred stock it holds. The exercise of the
registration rights, and subsequent sale of possibly large amounts of our common stock in the public market, could materially and adversely affect the market
price of our common stock.

John C. Malone and Advance/Newhouse cach have significant voting power with respect to corporate matters considered by our stockholders.

For corporate matters other than the clection of directors, Mr. Malone and Advance/Newhouse cach beneficially own shares of our stock representing
approximately 21% and 25%, respectively, of the aggregate voting power represented by our outstanding stock. With respect to the election of directors,
Mr. Malone controls approximately 28% of the aggregate voting power relating to the election ofthe eight common stock directors (assuming that the
convertible preferred stock owned by Advance/Newhouse (the “A/N Preferred Stock™} has not been converted into shares of our common stock). The A/N
Preferred Stock carries with it the right to designate three preferred stock directors to our board (subject to certain conditions), but does not carry voting rights
with respect to the clection of the cight commeon stock directors. Also, under the terms of the A/N Preferred Stock, Advance/Newhouse has special voting
rights as to cerfain enumerated matters, including material amendments to the restated charter and bylaws, fundamental changes in our business, mergers and
other business combinations, certain acquisitions and dispositions and tuture issuances of capital stock. Although there is no stockholder agreement, voting
agreement or any similar arrangement between Mr. Malone and Advance/Newhouse, by virtue of their respective holdings, Mr. Malone and
Advance/Newhouse each have significant influence over the outcome of any corporate transaction or other matter submitted to our stockholders.

ITEM 1B. Unresolved Staff Comments.

None.

ITEM 1. Properties.

We own and Iease approximately 1.96 million square feet of building space for the conduct of our businesses at 72 locations throughout the wortd, In
the U.S. alone, we own and lease approximately 597,000 and 578 000 square feet of building space, respectively, at 14 locations. Principal locations in the
U.S. include: (1) our world headquarters located at One Discovery Place, Silver Spring, Maryland, where approximately 543,000 square feet is used for certain
executive and corporate offices and general office space by our U.S. Networks and Education and Other segments, (ii) general office space at 50 Third
Avenue, New York, New York, where approximately 189,000 square feet is primarily used for sales by our U.S. Networks segment and certain executive
offices, (iii) general office space and a production and post-production facility located at 8045 Kennett Street, Silver Spring, Maryland, where approximately
149,000 square feet is primarily used by our U.S. Networks segment, (iv) general office space located at 19100 Santa Monica Boulevard, Los Angeles,
California, where approximately 64,000 square feet is primarily
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used by our U.S. Networks segment, (v) general office space at 6505 Blue Lagoon Drive, Miami, Florida, where approximately 91,000 sguare feet is primarily
used by our International Networks segment, and (vi) an origination facility at 45580 Terminal Drive, Sterling, Virginia, where approximately 54,000 square
feet of space is used to manage the distribution of domestic network television content by our U.S. Networks segment.

‘We also lease over 784 000 square feet of building space at 58 locations cutside of the 1.5, including the UK., France, Denmark, Itaty, Singapore &
Poland. Included in the non-US office figures are approximately 144,000 square feet of buitding space used for office, production and post-production for
Eurosport.

Each property is considered o be in good condition, adequate for its purpose. and suitably utilized according to the individual nature and requirements
of the relevant operations. Gur policy is to improve and replace property as considered appropriate to meet the needs of the individual operation.

ITEM 3. Legal Procecdings.

The Company is party 1o various lawsuits and claims in the ordinary course of business. However, a detenmination as to the amount of the accrual
required lorsuch contingencies is highly subjective and requires judgments about future events. Although the cutcome of these matlers cannot be predicted
with certainty and the impact of the final resolution of these matters on the Company’s results of operations in a particular subsequent reporting period is not
known, management does not believe that the resolution of these matters will have a material adverse effect on our consolidated financial position, future
results of operations or liquidity.

ITEM 4. Mine Safety Disclosures.
Not applicable.
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Executive Officers of Discovery Communications, Inc.

Pursuant to General Instruction G(3) to Form [0-K, the information regarding our executive officers required by [tem 401 (b) of Regulation S-K is hereby
included in Past I of this report. The following table sets forth the name and date ofbirth of each of our executive officers and the office held by such officer
as of February 14,2017,

Name Position

David M. President, Chief Executive Officer and a common stock director. Mr. Zaslav has served as our President

Zaslav and Chief Executive Officer since January 2007. Mr. Zaslav served as President, Cable & Domestic

Born Television and New Media Distribution of NBC Universal, Inc, ("NBC™), a media and entertainment

January 15, company, from May 2006 to December 2006. Mr. Zaslav served as Executive Vice President of NBC, and

1960 President of NBC Cable, a division of NBC, from October 1999 to May 2006. Mr. Zaslav is a member of
the board of Sirius XM Radio Inc., Grapo Televisa $.A B and EionsGate Entertainment Corp.

Andrew Chief Financial Officer. Mr. Warren has served as our Senior Executive Vice President, Chief Financial

Warren Officer since March 2012, Mr. Warren served as Chief Financial Officer of Liz Claibore, Inc. (now Fifth &

Born Pacific Companies Inc ) a designer, marketer and retail suppher of premium lifestyle fashion brands, from

Sepiember §, 2007 to 2012, Mr, Warren has announced that he will resign from his position effective March 31, 2017,

1966

Jean-Briac President and CEQ of Discovery Networks International. Mr. Perrette became CEO of Discovery Networks

Perrette Bomn International in June 2016 and President of Discovery Networks Intemational in March 2014, Prior to

April 30, that, Mr. Perrette served as our Chief Digital Officer from October 2011 to February 2014, My, Perrette

1971 served in a number of roles at NBC Universal from March 2000 to October 2011, with the last being
President of Digital and Affiliate Distribution.

Adria Alpert Chicf Human Resources and Global Diversity Officer. Ms. Romm has served as our Chief Human

Romm Resources and Global Biversity Officer since March 2014. Prior te that, Ms. Romm has served as our

Born Senior Executive Vice President of Human Resources from March 2007 to February 2014, Ms. Romm

March 2, served as Senior Vice President of Human Resources of NBC from 2004 to 2007. Prior te 2004, Ms. Rommn

1955 served as a Vice President in Human Resources for the NBC TV network and NBC staff functions.

Bruce L. Chiefl Development, Distribution & Legal Officer. Mr. Campbel] became our Chief Distribution Officer in

Campbell Qctober 20135, Chief Development Officer in August 2010 and our General Cornsel in December 20149,

Bom Mr. Campbell served as Digital Media Officer from August 2014 through October 2015. Prior to that, Mr.

November 26, Campbeli served as our President, Digital Media & Corporate Development from March 2007 through

1967 August 2010, Mr. Campbel! also served as our corporate sccretary from December 2010 to Febmary 2012,

Mr. Campbell served as Executive Vice President, Business Development of NBC from December 2005 to
March 2007, and Senior Vice President, Business Development of NBC from January 2003 to November

2005,
Paul Chief Commercial Officer. Mr. Guagliardo has served as our Chief Commercial Officer since October
Guagliardo 2015. Prior to that, Mr. Guagliardo served as the Executive Vice President, Chief Revenue and Marketing
"Guyardo" Officer for PIRECTYV fiom October 2005 to August 2015, Mr, Guagliardo is a member of the board of
Born October Nutrisystem, Inc,, a provider of weight management products and services, and serves on the
29,1961 compensation and corporate govemance committees.
David Leavy Chief Corporate Operations and Communications Officer. Mr. Leavy became Chief Corporate Operations
Born and Communications Officer in March 2016. Prior to that, Mr. Leavy served as our Chief Communications
December 24, Officer and Senior Executive Vice President, Corporate Marketing and Business Operations from August
1969 2015 to March 2016, From December 201 to August 2015, Mr, Leavy served as our Chief

Communications Officer and Sentor Executive Vice President, Corporate Marketing and Affairs, Priorto
that, Mr. Leavy served as our Executive Vice President, Communications and Corporate Affairs and has
served in a number of other roles at Discovery since joining in March 2000.

Kurt 7. Executive Vice President and Chief Accounting Officer. Mr. Wehner joined the Company in September
Wehner 2011 and has served as our Executive Vice President, Chief Accounting Officer since November 201 2.
Bom June 30, Mr. Wehner was an Audit Pariner at KPMG LLP from 2000 to 2011,
1962
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PART 1

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

Our Series A common stock, Series B common stock and Series C common stock are listed and traded on The NASDAQ Globat Select Market
(“NASDAQ™) under the symbols “DISCA,” “DISCB” and “DISCK,” respectively. The following table sets forth, for the periods indicated, the range of high
and low sales prices per share of our Series A common stock, Series B commen stock and Series C common stock as reported on Yahoo! Finance
(finance.yahoo.com).

Series A Series B Series C
Common Steck Cemmon Steck Comman Stock
High Low High Low High Low

2016
Fourth quarter $ 2955 § 25.01 % 3050 8§ 2600 § 2866 § 24.20
Third quarter 5 2697 & 2427 § 2800 § 2521 § 2631 8 23.44
Second quarter $ 2931 § 2373 % 2934 8§ 2415 § 2848 S 2254
First quarter 5 2942 § 2433 § 2934 § 2430 § 2800 § 2381

2015
Fourth guarter 3 3114 § 2536 % 3116 § 2540 § 2958 § 2383
Third quarter $ 3480 $ 2582 % 3426 § 2604 $ 3268 S 2421
Second quarter $ 3445 § 3078 § 3404 § 3139 § 3217 % 28.53
First quarter $ 3448 § 2899 § 36,10 $ 2808 §$ 3344 5 27.88

As of February 9, 2017, there were approximately 1,407, 82 and 1,524 record holders of our Series A common stock, Scrics B common stock and
Series C common stock, respectively. These amounts do not include the number of shareholders whose shares are held of record by banks, brokerage houses
or other institutions, but include each such institution as one sharcholder.

We have not paid any cash dividends on our Series A common stock, Series B common stock or Series C common stock, and we have no present
intention to do so. Payment of cash dividends, ifany, will be determined by our Board of Directors after consideration of our earnings, financial condition
and other relevant factors such as our credit facility's restrictions on cur ability to declare dividends in certain situations.

Purchases of Equity Securities

The following tabie presents information about our repurchases of common steck that were made through open market transactions during the three

months ended December 31, 2016 (in millions, except per share amounts).

Total Number

of Shares
Purchased as Approximate
Average Part of Dollar Value of
Tetal Number Price Publicky Shares that May
of Series € Paid per Announced Yet Be Purchased
Shares Share: Series Plans or Under the Plans ar
Peried Purchased Cw Programst ¥ Programs®®
October 1, 2016 - October 31,2016 — % — — 3 1,288
November I, 2016 - November 30,2016 23 3 25.16 28 % 1.217
December 1,2016 - December 31,2016% 28 § 25.24 28 § 1,145
Total 5.6 5.6

(@) The amounts do not give effect to any fees, commissions or other costs associated with repurchases of shares.
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&1 Under the stock repurchase program, managemen! is authorized 10 purchase shares of the Company's common stock from time 1o ime through open market purchases or
privately negotiated transactions at prevailing prices or pursuant o one or more aceelerated stock repurchase agreements or other derivative arrangements as permitted by
securities Jaws and ofher legal requirements, and subject to stock price, business and market conditions and other factors. As of December 31, 2016, the lotal amount
authorized under the stock repurchase program was §7.5 billion, and we had remaining authorization of $1.1 billion (or future repurchases under our commen stock repurchase
program, which will expire on Oclober 8, 2017. We have been funding and expect to continue to fund stock repurchases through a combination of cash on hand and cash
generated by operations. In the future, we may also choose to [und our stock repurchase program under our revolving credit facility or luture [Tnancing transaclions. There
were no repurchases of our Series A and B common stock during 2016, The Company first announced its stock repurchase program on August 3, 2010,

(¢} We entered into an agreement with Advance/Newhouse io repurchase, on a quarlerly basis, a number of shares of Series C convertible preferred stock convertible into a
number of shares of Series C comman stock equal to 377 of all shares of Series € common stock purchased under our stock repurchase program during the then mest recently
completed fiscal quarter. During the three months ended December 31, 2016, we converted, repurchased and retired 2 million shares of Series C convertible preferred stock
under the preferred stock conversion and repurchase arrangement for an aggregate purchase price of $108 million. Based on the number of shares of Series C commen stock
purchased during the three months ended December 31, 2016, we expect to convert, repurchase and retire approximately 1 million shares of our Series C convertible preferred
stock for approximately $60 million on or about February 16, 2017.

O August 22, 2016, we made an up front cash payment of $71 million for a comrmon stock repurchase contract. The contract seitled on December 2, 2016 through the
receipt of 2.8 million shares of Series C common stock at the then current market price equal to $75 million. The receipt of shares is reflected as a component of treasury stock
and reclassified from additional paid-in capital at the prepaid cost of $71 million to treasury stock as of the settlement date. Common stock repurchase contracts are not reflected
as a component of treasury stock or included within earnings per share ealculations until the date of contract settlernent. (See Note 12 to the accompanying consolidated
financial statements.)

Stock Performance Graph

The following graph sets forth the cumulative total shareholder return on our Series A comimon stock, Series B common stock and Series C common
stock as compared with the cumulative total return of the companies listed in the Standard and Poor’s 500 Stock Index (“S&P 500 Index™) and a peer group ot
companies comprised of CBS Corporation Class B common stock, Scripps Network Interactive, Inc., Time Warner, Inc., Twenty-First Century Fox, Ine.

Class A common stock (News Corporation Class A Commoen Stock prior to June 2013), Viacom, Inc. Class B common stock and The Walt Disney Company.
The graph assumes $100 originally invested on December 31,2011 in each of our Series A common stock, Series B common stock and Series C common
stock, the S&P 500 Index, and the stock of our peer group companies, including reinvestment of dividends, for the years ended December 31,2012,2013,
2014,2015 and 2010,
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DISCA
DISCB
DISCK
S&P 500
Peer Group

Equity Compensation Plan Information

December 31,

December 31,

December 31,

December 31,

December 31,

December 31,

2011 2012 2013 2014 2015 2016
3 10000 F 15494 § 22070 § 16837 § 13024 8§ 133.81
S 10000 § 15040 & 21735 § 17504 § 12780 § [37.83
$ 10000 $§ 15517 § 22244 § 17889 § 13379 % 142.07
$ 100.00 §$ 11341 § 14698 § 16372 § 16253 § 178.02
$ 10000 $§ 13498 § 22077 § 25319 § 24393 % 27511

Information regarding sccurities authorized for issuance under equity compensation plans will be set forth in our definitive Proxy Statement for our
2017 Annual Meeting of Stockholders under the caption “Securities Authorized for Issuance Under Eguity Compensation Plans,” which is incorporated

herein by reference.
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ITEM 6. Seiected Financial Data,

The tabie set forth below presents our selected financial information for each of the past five years (in millions, except per share amounts), The selected
statement of operations information for each of the three years ended December 31, 2016 and the selected balance sheet information as of December 31, 2016
and 2015 have been derived from and should be read in conjunction with the informatios in ltem 7, “Management’s Discussion and Analysis of Financial
Condition and Resulis o Operations,” the audited consolidated financial statements included in Item 8, “Financial Statements and Supplementary Data,” and
other financial information included elsewhere in this Annual Repost on Form 10-K. The setected statement of operations information for each ofthe two
years ended December 31,2013 and 2012 and the selected balance sheet information as of December 31, 2014, 2013 and 2012 kave been derived from
financial statements not included in this Annual Report on Form 10-K.

2016 2015 2014 23 20812
Selected Statement of Operations Information:
Revenues $ 6497 $ 6,394 S 6265 § 5535 § 4487
Operating income 2,058 1,985 2,061 1,975 1,859
Income from continuing operations, net of taxes 1218 1,648 1,137 1,077 956
Loss from discontinued operations, net of taxes — — — — (a1
Net income 1,218 1,648 1,137 1,077 945
Net income available to Discovery Communications, Inc. 1,194 1.034 1,139 1,075 943
Basic camings per share available to Discovery Communications, Inc.
Series A, B and C commen stockholders:
Continuing operations $ 197 8 159 § 167 $ 150 $ 1.27
Discontinued operations e 0.01)
Net income 1.97 1.59 1.67 1.50 1.25
Diluted earnings per share available to Discovery Communications, Inc.
Series A, B and C common stockholders:
Continuing operations $ 196 8 158 8 166 $ 149 § 1.26
Discontinued operations e o 0.013
Net income 1.96 1.58 1.66 1.49 1.24
Weighted average shares outstanding:
Basic
401 432 454 484 498
Diluted
610 656 687 722 759
Selected Balance Sheet Information:
Cash and cash equivalents $ 300 § 396 S 367 $ 408 § 1,201
Total assets 15,758 15864 15970 14,934 12892
Long-term debt:
Cutrent pottion 82 119 1,107 17 31
Long-term portion 7.841 7.616 6,002 6,437 5,174
Total Habilities 10,348 10,172 9,619 8,701 6,599
Redeemable noncontrolling interests 243 241 747 36
Equity atttibutable to Discovety Communications, Inc. 5,167 5451 5,602 6,196 6,291
Total equity $ 5167 $ 3451 S 5604 % 6,197 $ 6293

»  Income per share amounts may not sum since each is calculated independently.

*  On September 30, 2016, the Company recorded an other-than-temporary impairment of $62 millien related to its investment in Lionsgate. On
December 2, 2016, the Company acquired a 39% minority interest in Group Nine Media, a newly formed media holding company, in exchange for
contributions of $100 million and the Company's digital network businesses Seeker and SourceFed, resulting in a gain of $50 million upon
deconsolidation of the businesses. (See Note 4 to the accompanying consolidated financial statements.}
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*  On May 30,2014, the Company acquired a controlling interest in Eurosport International by increasing Discovery’s ownership stake from 20% to
51%. As a result, as of that date, the accounting for Eurosport was changed from an cquity method investment to a consotidated subsidiary. On
March 31,2015 the Company acquired a controlling interest in Eurosport France increasing Discovery's ewnership stake by 31% upon the
resoiution of certain regulatory matters and began accounzing for Eurosport France as a consolidated subsidiary. On October 1, 2015, the Company
acquired the remaining 49% of Eurosport for €491 million (8548 million) upon TF1's exercise of its right to put. (See Note 1] to the accompanying
consolidated financial statements.)

+ On April 9,2013, we acquired the television and radio operations of SBS Notdjc. The acquisition has been included in our operating results since
the acquisition date. The radio operations of SBS Nerdic were subsequently sold on June 30, 2015, (See Note 3 to the accompanying consolidated
financial statements.)

+  Balance sheet amounts for prior years have been adjusted to reclassify debt issuance costs from other noncurrent assets to noncurrent portion of debt
in accordance with ASU 2015-03. Amounts reciassificd were $44 million, $435 million and $38 million for 2014, 2013 and 2012, respectively.

+  Om September 23, 2014, we acquired an additional 10% ownership interest in Discovery Family. The purchase increased our ownership interest from
50% to 60%. As a result, the accounting for Discovery Family was changed from an equity method investment to a censolidated subsidiary. (See
Note 3 to the accompanying consolidated financial staiements.}

= On September 17,2012, we sold our postproduction audio business, the results of operations of which have been rectassified to discontinued
opetations for all periods presented.

ITEM 7. Management’s Discussion and Analysis of Financial Condition and Resulés 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 policics.

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 vses of capital. Words sach as “anticipates,” “cstimates,” “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; a failure to secure affiliate agreements or renewal of such agreements on less favorable tenns;
changes in the distribution and viewing oftelevision programming, including the expanded deployment of persenal video recorders, VOD, internet protocol
teicvision, mobile personal devices and personal tablets and theirimpact on television advertising revenue; rapid technological changes; the inability of
advertisers or affiliates to remit payment to us in a timely manner or at all; general economic and busiress 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 cumrency exchange rates and petiticat unrest and regulatory changes in international
markets, from events including Brexit; 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 scrvice development and market acceptance, including the development and provision of progranmming for new televiston and
telecommunications technologies; future financial performance, including availability, terms, and deployment of capital; the abitity of suppliers and vendors
to deliver products, equipment, software, and services; the outcome of any pending or threatened litigation; availability of qualifted personnel; the
possibility or duration of an industry-wide strike or other job action affecting a major entertainment industry union; changes in, or failure or inability to
comply with, government regulations, including, without limitation, regulations of the FCC and adverse outcomes from regulatory proceedings; changes in
income taxes due to regulatory changes or changes in our corperate structure; changes in the nature of key strategic relationships with partners, distributors
and equity method investee pariners; competitor responses (o our products and services and the products and services of the entilies in which we have
interests; threatened terrorist attacks and military action;
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reduced access to capital markets or significant increases in costs to borrow; and a reduction of advertising revenue associated with unexpected reductions in
the number of subscribers. For additional risk lactors, refer 1o ltem 1A, “Risk Factors.” These lorward-locking statements and such risks, uncertainties, and
other factors speak only as of the date of this Annual Report on Form 10-K, and we expressly disclaim any obligation or undentaking to disseminate any
updates orrevisions to any forward-looking statement contained herein, to reflect any change in our expectations with regard thereto, or any otherchange in
events, conditions or circumstances on which any such statement is based.

BUSINESS OVERVIEW

We are a global media company that provides content across multiple distribution platforms, including pay-TV, FTA and broadcast television, websites,
digital distribution arrangements and content licensing agreements. Our portfolio of networks includes prominent television brands such as Discovery
Channel, cur most widely distsibuted global brand, TLC, Animal Planet, 1D, Velocity (knows as Turbo outside ofthe U.S.) and Eurosport, & leading sports
entertainment pay-TV programmer across Europe and Asia. We also develop and sell curriculum-based education producis and services and operate
production studios.

Qur objectives ate to invest in content for our networks to build viewership, optimize distribution revenue, capture advertising sales and create or
reposition branded channels and businesses that can sustain long-term growth and occupy a desired content niche with strong consumer appeal. Our strategy
is to maximize the distribution, ratings and profit potential of each of our branded networks. In addition to growing distribution and advertising revenues for
our branded networks, we are extending content distribution across new platforms, inciuding brand-aligned websites, web-native networks, on-line streaming,
mobile devices, VOD and broadband channels, which provide promoticnal platforms for our television content and serve as additional outlets for advertising
and distribution revenue. Audience ratings are a key driverin generating advertising revenue and creating demand on the part of cable television operators,
DTH satellite operators, telccommunication service providers, and other content distributors, that deliver our content to their customers,

Qur content spans genres including survival, exploration, sports, lifestyle, general entertainment, heroes, adventure, crime and investigation, health and
kids. We have an extensive library of high-definition content and own rights to much of our content and footage, which enables us to exploit our library to
launch brands and services into new markets quickly. Qur content can be re-edited and updated in a cost-effective manner to provide topical versions of
subject matter that can be utilized around the wotld on a varicty of platforms.

Although the Company utilizes certain brands and content globally, we classify our operations in two reportable segments: U.S, Networks, consisting
principally of domestic television networks and websites, and International Networks, consisting primarily of international television networks and websites.

For further discussion of our Company, segments in which we do business, and our content development activities and revenues, see our business overview
set forth in Item 1, "Business” in this Annual Report on Form 10-K.
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RESULTS OF OPERATIONS — 2016 vs. 2015

Consolidated Results of Operations - 2016 vs. 2015

Qur consolidated results of operations for 2016 and 2015 were as follows (in millions).

Year Ended December 31,

2016 2415 % Change

Revenues:

Distribution 3 3213 % 3,068 5%

Advertising 2,970 3,004 {1)%

Other 314 322 (2%
Total revenues 6.497 6,394 2%
Costs of revenues, excluding depreciation and amortization 2432 2.343 4%
Seiling, general and administrative 1,690 1,669 1%
Depreciation and amortization 322 330 (2%
Restructuring and other charges 38 50 16 %
(Gain) loss on disposition (63) 17 NM
Total costs and expenses 4439 4409 1%
Operating income 2,058 1,985 4%
Interest expense (353) {330} 7%
(Loss) income from equity method investees, nct 38 1 NM
Other income (expense), net 4 97 NM
Income before income taxes 1,671 1,559 7%
Income tax expense (453) {511} (113%
Net income 1,218 1,648 16 %
Net income attributable to noncontrolling inferests 1y 48] —%
Net income attributable to redeemable noncentrolling

interests (23) (13) 77 %
Net income available to Discovery Communications, Inc. $ 1.194 % 1,034 15 %

NM - Not meaningful

Revenues

Distribution revenue inciudes affiliate fees and digital distribution revenue and is largely dependent on the rates negotiated in our distribution
agreements, the number of subscribers that receive our networks or content, and the market demand for the content that we provide. Distnbution revenue
increased 5%. Excluding the impact of foreign currency fluctuations and the acguisition of Eurosport France in March 20135, distribution revenue increased
7% at our ULS. Networks segment and 9% at our International Networks segment. U5, Networks distribution revenue increased primarity due to contractual
rate increases partially offset by slight declines in subscribers. International Networks' distribution revenue increases were mostly due to increases in rates in
Europe and increases in subscribers and rates in Latin America.

Advertising revenue is dependent upon a number of factors, including the stage of development of television markets, the number of subscribers (o our
channels, viewership demographics, the popularity of our content, our ability to sell commercial time over a group of channels, market demand, the mix of
sales of commercial time between the upfront and scatter markets, and economic conditions. These factors impact the pricing and volume of our advertising
mventory. Advertising revenue decreased }%. Excluding the impact of foreign cumency fluctuations and the disposition of the Company's radio business,
advertising revenue increased 2% as a result of increases of 2% at our U.S. Networks and 3% at our [nternational Networks. The increase for our U.S. Networks
was due to inventory management and pricing increases, partially offset by a decline in ratings. The increase for our International Networks was primarily
driven by ratings and velume in Southem Europe, and to a lesser extent, pricing, ratings and volume in Central and Eastern Europe, the Middle East, and
Afiica (“CEEMEA”), partially offsct by lower ratings in Northern Europe.

Other revenue decreased 2%. Excluding the impact of foreign cumrency luctuations and the disposition ol the Company's radio business, other revenue,
which includes revenues from services provided to equity investees, increased 3%. This was due to increases at our U.S, Netwaerks offset by decreases at our
International Networks.
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Costs of Revenues

Costs of revenues increased 4%. Excluding the impact of foreign currency fluctuations, the acquisition of Eurosport France in March 20135 and the
disposition of the Company's radio business, costs of revenues increased 7% for the year ended December 31, 2016. The increase was primarity attributable to
increased spending for content on our networks, particularly sports rights and associated production costs, and increases in content impairments in Northem
Europe as a resuit of changes in programming strategies. Content amortization was $1.7 billion and $1.6 bitlion for the years ended December 31, 2016 and
December 31, 2015, respectively.

Selling, General and Adminisirative

Selling, general and administrative expenses consist principally of employee costs, marketing costs, research costs, occupancy and back office support
fees. Selling, general and administrative expenses increased 1%. Excluding the impact of foreign currency {luctuations and the disposition of the Company's
radio business, selling, general and administrative expenses increased 5% for the year ended December 31, 2016. The increase was due to increases in mark-
to-market equity-based compensation expense from increases in the Company's stock price and marketing expense.

Depreciation und Amortization

Depreciation and amortization expense includes depreciation of fixed assets and amortization of finite-lived intangible assets. Depreciation and
amortization declined slightly for the year ended December 31, 2016 as there have been slight declines in capital spending and no new significant business
combinations.

Restructuring and Other Charges

Restructuring and other charges increased $8 million for the year ended December 31, 2016. The increase was primarily due to personnel related
termination costs for voluntary and inveluntary severance actions in the second quarter of 2016, (See Note 15 to the accompanying consolidated financial
statements.) This increase was partially offset by decreases in content impairments that were classified as other charges.

Gain on Disposition

Gain on disposition increased $80 million for the year ended December 31,2016 as a result of a gain recorded upoen the deconsolidation of our digital
networks businesses Seeker and SourceFed Studios on December 2, 2016 in connectien with the Group Nine Media transaction, and the recognition ofa gain
following the resolution of the final contingent payment for the sale of the radio business, compared with an expected loss in the prior year. {See Note 3 to the
accompanying consolidated financial statements.)

Interest Expense

Interest expense increased for the year ended December 31, 2016 primarily due to the March 11,2016 issuance ofthe 4.90% senior notes due March
2026. {See Note 9 1o the accompanying consclidated financial statements.)

fLoss) income from Equity tnvestees, net

Losses from our equity method investees increased $39 miltion due to investments in limited liability companies that sponsor renewable energy
projects related to solar energy and increased losses at All3Media for derivatives that do not receive hedge accounting. (See Note 4 to the accompanying
consolidated financial statements.)
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Other Expense, Net

The table below presenis the details of other expense, net (in millions).

Year Ended December 31,

2016 2015

Foreign currency gains (losses), net $ 750§ (103)
(Losses) gains on derivative instruments (12) 5
Remeasurement gain on previously held equity interest s 2
Other-than-temporary impairment of AFS investments (62) —
Other income (expense), net 3 )
Total otherincome (expense}), net

$ 4 s 97)

Other income (expense), net increased $101 million in 2016. The change is primarily the result of gains in foreign currency offset by a $62 million
other-than-temporary impairment in the value of our Lionsgate shares (see Note 4 to the accompanying consolidated financial statements). The change in
foreign currency (gains) losses, net is caused by the remeasurement of foreign currency monetary assets and liabilities. For the year ended December 31,2016,
exchange rate changes in the British pound resulted in net cemeasurement gains. The gains in the current yeat are in contrast to losses in the prior period for
the remeasurement of our 1.80% euro-dominated senior notes due March 19,2027, which have been effectively hedged for the year ended December 31,
2016 , and remeasurement losses on monetary assets in Venezuela following a steep decline in value during the prior year.

Income Taxes

The following table reconciles the Company's effective income tax rate to the U.S. federal statutory income tax rate.

Year Ended December 31,

2016 24015
US. federal statutory income tax rate 35% 35%
State and {ocal income taxes, net of federal tax benefit (2¥0 2%
Effect of foreign eperations (14 1%
Domestic production activity deductions {4y {3
Change in uncertain tax positions — % (1%
Rencwablc energy investments tax credits (1% — Y
Other, net — % (1%
Effective income tax rate 27% 33%

Income tax cxpense was $453 millon and $511 million and the cffcctive tax rate was 27% and 33% for 2616 and 20135, respectively, The net 6%
decrease in the effective tax rate was attributable to the resolution of multi-year state tax positions that resulted in a reduction of reserves related to uncertain
tax positions, allocation and taxation of income among multiple foreign and domestic jurisdictions, the impact of various foreign legislative changes, and
tax credits that we receive related to our renewable energy investments. The decrease was partially offset by 2015 favorable audit resolutions which
positively impacted the assessment of uncertain tax positions for 2015 but did not recur in 2016. (See Note 16 to the accompanying consolidated financial
statements.)
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Segment Resuits of Operations — 2816 vs. 2815

We evaluate the operating performance of our operating segments based on financial measures such as revenues and Adjusted OIBDA, Adjusted OIBDA
is defined as operating income excluding: (i) mark-to-market equity-based compensation, (ii) deprectation and amortization, (iii) amortization of deferred
launch incentives, (1v) restructuring and other charges, (v) certain impairment charges, {vi) gains and losses on business and asset dispositions, and (vii)
certain inter-segment climinations related to production studios. We use this measure to assess the operating results and performance of our segments, perform
analytical comparisons, identify strategies to improve performance, and allocate rescurces to each segment. We believe Adjusted OIBDA is relevant to
investors because it allows them to analyze the operating performance of each segment using the same metric management uses. We exclude mark-to-market
equity-based compensation, restructuring and other charges, certain impalsment charges, and gains and Josses on business and asset dispositions from the
calculation of Adjusted OIBIDA due to their volatility. We also exclude the depreciation of fixed assets and amortization of intangible assets and deferred
launch incentives as these amounts do not represent cash payments in the cumrent reporting period. Additionally, certain corporate expenses and inter-
segment eliminations related to production studios are excluded from segment results to enable executive management to evaluate segment performance
based upon the decisions of segment executives. Total Adjusted OIBDA should be considered in addition to, but not a substitute for, operating income, net
income and other measures of financial performance reported in accordance with U1.S. generally accepted accounting principles (“"GAAP™).

Additional financial information for our segments and geographical areas in which we do business is discussed in Note 21 to the accompanying
consolidated financial statements included in Bem 8, “Financial Statements and Supplementary Data” in this Annual Report on Form 10-K.

The table below presents the caleulation ot total Adjusted OIBDA (in millions).

Year Ended December 31,

2016 2415 “% Change

Revenue:

U.S. Networks S 3,285 % 3,131 5%

International Networks 3,040 3,092 (Y%

Education and Other i74 173 1 %

Corporate and inter-segment eliminations 2) (2) —%
Total revenuc 6,497 6,304 2%
Costs of revenues, excluding depreciation and amortization {2,432) {2,343) 4 %,
Selling, general and administrative(® (1,652) {1,669) (1%
Add: Amortization of deferred faunch incentives® 13 16 {(19%
Adjusted OIBDA 3 2426 % 2,398 1%

(1 Selling. general and adiministrative expenses exclude mark-to-market equity-based compensation, restructuring and other charges, and gains (losses) on dispositions,

{b) Amortization of deferred launch incentives is included as a reduction of diszibution revenue for reperting in accordance with GAAP but is excluded from Adjusted
OIBDA.
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The table below presents our Adjusted OIBDA by segment, with a reconciliation of consolidated net income avaitable to Discovery Communications,
Inc. to total Adjusted QIBDA (in millions).

Year Ended December 31,

2016 2013 % Change

Net income available to Discovery Communications, Inc. $ 1,194 % 1,034 15%
Net income attributable to redeemable noncontrolling
interests 23 3 77 %
Net income attributabie to nonconfroiling interests 1 i —%
Income tax expense 453 511 {11 )%
Other expense, net ) 97 NM
Loss (income) from equity investees, net 38 (1) NM
Interest expense 353 330 7%
Operating income 2,058 1,985 4%
{Gain) loss on disposition {63) 17 NM
Restructuring and other charges 58 50 16 %
Depreciation and amortization 322 330 (2%
Mark-to-market equity-based compensation 38 — NM
Amortization of deferred launch incentives 13 i6 {(19}%
Total Adjusted QIBDA 3 2426 % 2,398 1%
Adjusted QIBDA:

U.S. Networks 1,922 1,774 8%

International Networks 848 961 (12)%

Education and Other {16} (2} NM

Corporate and inter-scgment climinations {334) (335} — %
Total Adjusted OIBDA $ 2426 $ 2,398 1%

U.S. Networks

The table below presents, for our U.S. Networks segment, reventuies by type, certain operating expenses, contra revenue amounts, Adjusted OIBDA and a
reconciliation of Adjusted OIBDA to operating income (in millions).

Year Ended December 31,

246 2415 % Change

Revenues:

Distribution 3 1,532 % 1,434 7%

Advertising 1,690 1,650 2%

Other 63 50 26 %
Total revenves 3,285 3,131 5%
Costs of revenues, excluding depreciation and amortization (891) (892) —%
Seiling, general and administrative “472) (465) 2%
Adjusted OIBDA 1,922 1,774 8 %
Bepreciation and amortization 28) 29) (3%
Restructuring and other charges 15 (33) {(55)%
Gain on dispositions 50 e NM
Inter-segment eliminations (i4) (®) 75 %
Operating income 3 1,915 § 1,704 12%

Revenues

Distribution revenue increased 7%, primarily due to contractual rate increases that include market adjustments for certain recent contract renewals
partially offset by slight declines in subscribers.
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Advertising revenue increased 2%, due to inventory management and pricing increases, partially offset by a decline in ratings.

Gther revenue increased 26%, primarily due to increases in services provided to equity method investees.

Costs of Revenues

Costs of revenues remained consistent with the prior period. Content amortization was $716 million and $714 million for 2016 and 20135, respectively,

Selling, General and Administrative

Selling, general and administrative expenses increased 2% as increased spending on marketing was offset by decreases in personnel costs.

Adjusted OIBDA

Adjusted OQIBDA increased 8%, primarily due to increases in distribution and advertising revenue.

International Networks

The following table presents, for our Intemational Nerworks segment, revenues by type, certain operating expenses, certain confra revenue amounts,
Adjusted OIBDA and a reconciliation of Adjusted OIBDA to operating income (in milliens). In addition, see the Intemational Networks' table in "Results of
Operations— 2016 vs. 2015 - ltems Impacting Comparability” for more information on Evrosport,

Year Ended December 31,

2016 2015 % Change

Revenues:

Distribution 3 1.681 $ 1,637 3%

Advertising 1,279 1,353 (5)%

Other 80 102 (223%
Total revenucs 3,040 3,092 (2)%
Costs of revenues, excluding depreciation and
amortization {1,462 (1,375) 6 Y%
Selling, general and administrative (743) (772) 4%
Add: Amontization of deferred launch incentives 13 16 {19)%
Adjusted OIBDA 848 961 (12)%
Amortization of deferred launch incentives (13 {16) (19)%
Depteciation and amortization (221) (235) (6)%
Restructuring and other charges (26) {14) 86 %
Gain (loss) on disposition 13 — (17) NM
Inter-segment eliminations (4) {3 33%
Operating income $ 597 3 676 (12\%

Revenues

Distribution revenue increased 3%. Excluding the impact of foreign currency fluctuations and the acquisition of Eurosport France in March 2015,
distribution revenue increased 9%. The increase was mostly due to increases in rates in Europe and increases in subscribers and rates in Latin America. Such
growth is consistent with the value negotiated in new arrangements following investment in sposts content in markets in Europe and the continued
development ofthe pay-TV markets in Latin America.

Advertising revenue decreased 5%. Excluding the impact of foreign currency fluctuations and the disposition of the Company's radio business,
advertising revenue increased 3%. The increase was primarily driven by ratings and volume in Southem Europe, and, to a lesser extent, pricing, ratings and
volume in CEEMEA, pattially offset by lower ratings in Northem Europe and lower price, ratings and volume in Asia.

Other revenue deereased 22%. Excluding the impact of forcign currency fluctuations and the disposition of the Company's radio business, other
revenue decreased 17% due to a reduction in sublicensing revenue for Eurosport.
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Costs of Revenues

Costs of revenues increased 6%. Excluding the impact of foreign currency fluctuations, the acquisition of Eurospert France in March 20135, and the
disposition of the Company's radio business, costs of revenues increased 11%. The increase was mostly attributable to increased spending on content,
particularly sports rights and associated production costs , and increases in content impairments, primarily in Northers Europe as a result of changes in
programming strategies. Content amortization was $976 miltion and $906 million for 2016 and 2015, respectively.
Selling, General and Administrative

Selling, general and administrative expenses decreased 4%. Excluding the impact of foreign currency fluctuations and the disposition of the
Company's radio business, selling, general and administrative expenses increased 4%. The compenents of selling, general and administrative expenses
inciuded increases in personnel expenses and marketing costs.
Adjusted OIBDA

Adjusted OIBDA decreased 12%. Excluding the impact of foreign currency fluctuations and the disposition of the Company's radio business, Adjusted
OIBDA decreased 3%. The decrease was primarily due to higher content expense partially offset by increases in distribution revenue.
Education and Other

The following table presents our Education and Other operating segments’ revenues, certain operating expenses, Adjusted OIBDA, and a reconciliation
of Adjusted OIBDA to operating income (in millions).

Year Ended December 31,

2016 2415 % Change
Revenues S 174 % 173 1%
Costs of revenues, excluding depreciation and amortization (79) (75) 5%
Selling, general and administrative (105) (100) 5%
Adjusted OIBDA (i ) NM
Depreciation and amortization () ()] —%
Restructuring and other charges (3) (2) 50%
Inter-segment eliminations 18 11 64%
Operating income S () $ NM

Adjusted OIBDA decreased $8 million. The decrease was primarily due to additional operational spending to invest in Education's digital textbooks,
which more than offset improvements in operating expenscs at the Studios business.

Corporate and Inter-segment Eliminations

The following table presents our unallocated corporate amounts including revenue, certain operating expenses, Adjusted OIBDA and a reconciliation
of Adjusted OIBDA to operating loss (in millions).

Year Ended Deecember 31,

26 2415 % Change
Revenues $ ) 3 ) - Y
Costs of revenues, excluding depreciation and amortization — (1) NM
Seiling, general and administrative (332) (332) — %
Adjusted OIBDA (334) (335) —%
Mark-to-market equity-based compensation (38) e NM
Depreciation and amortization (66) (59) 12 %
Restructuring and other charges (14) 1) NM
Operating loss 3 (452) 8 (395) 14 %

Corporate operations primarily consist of executive management, administrative support services and substantially all of our equity-based
compensation.

Adjusted OIBDA remained consistent with the prior period.
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The increase in mark-to-market equity-based compensation expense was primarily attributable to an increase in Discovery's stock price in 2016
compared to 2015, Changes in stock price are a key driver of fair value cstimates used in the attribution of expense [or stock appreciation rights ("SARs") and
performance-based restricted stock units ("PRSUs™). By contrast, stock options and service-based restricted stock units ("RSUs") are fair valued at grant date
and amortized over their vesting period without mark-to-market adjustments. The expense associated with stock options and RSU's is included in Adjusted
QOIBDA as a component of selling, general and administrative expense.

Ttems Impacting Comparability

From time to time certain items may impact the comparability of our consolidated results of operations between two periods. In comparing the financial
results for the years 2016 and 2015, the Company has identified foreign currency as one such item, as noted below.

Foreign Corrency

The impact of exchange rates on our business is an important factor in understanding period to pertod comparisons of our results, For example, our
international revenues are favorably impacted as the U.S. deHar weakens relative to other foreign cumrencies, and unfavorably impacted as the U.S dollar
strengthens relative to other foreign currencies, We believe the presentation of results on a constant currency basis ("ex-FX"), in addition to results reported in
accordance with GAAP, provides useful information about our operating performance because the presentation ex-FX excludes the effects of foreign currency
volatility and highlights our core operating results, The presentation of results on a constant currency basis should be considered in addition to, but not a
substitute for, measures of financial performance reported in accordance with GAAP.

The ex-FX change represents the percentage change on a period-over-period basis adjusted for foreign curency impacts. The ex-FX change is
calculated as the difference between the current year amounts translated at a baseline rate, a spot rate for each of cur currencies determined early in the fiscal
vear as part of our forecasting process, (the “2016 Baseline Rate”) and the prior year amounts translated at the same 2016 Baseline Rate. In addition,
consistent with the assumption of a constant currency environment, our ex-FX results exclude the impact of our foreign currency hedging activities as well as
realized and unrealized foreign currency transaction gains and losses. The impact of foreign currency on the comparability of our results is reflected in the
tabics below (in millions). Results on a constant currency basis, as we present them, may not be comparable to simitarty titled measures used by other
companies.

Consolidated Year Ended December 31,
% Change %o Change
20106 2015 (Reported) {ex-T'X)

Revenues:

Distribution $ 3213 % 3,068 5% 9%

Advertising 2,970 3,004 (1Y% 1%

Other 314 322 (2% 2%
Total revenues 0,497 0,394 2% 4%
Costs of revenue, excluding depreciation and amontization 2,432 2,343 49 6%
Selling, general and administrative expense 1,690 1,669 1% 4%
Add: Amortization of deferred launch incentives i3 i6 (19)% (13)%
Add: Mark-to-market cquity-based compensation 38 — NM NM
Adjusted OIBDA $ 2426 % 2,398 1% 5%
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{nternational Networks Year Ended December 31,
% Change %o Change
2016 2015 (Reported) {ex-FX)

Revenues:

Distribution $ 1,681 8§ 1,637 3% 10 %

Advertising 1,279 1,353 (5¥% 20

Other 80 102 (22y% (20)%
Total revenues 3,040 3,092 (2)% 4%
Costs of revenue, excluding depreciation and amortization 1462 1,375 6% 10 %
Selling, general and administrative expenses 743 772 (4)% %
Add: Amortization of deferred launch incentives 13 1o (19%% (13)%
Adjusted OIBDA 3 848 § 961 (12)% “)%
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RESULTS OF OPERATIONS — 24015 vs. 2014

The discussion of our results that follows reflects our management reporting structure for nternational Networks prior to fanuary 1,201 5. Effective
January 1, 2015, we realigned our International Networks management reporting structure into the following regions: Northern Europe, which includes
primarily the Nordic countries, which we refer to as the Nordies, and UXK.; Southem Europe, which primarily includes Italy and Spain; CEEMEA, which has
been expanded to include Germany; Latin America; Asia-Pacific; and Eurosport. Previously, intemnational Networks® regional operations reporting structure
was segregated into the following regions: Westemn Europe, which included the UK. and western European countries; Nerdies; CEEMEA; Latin America;
Asia-Pacific; and Eurosport. This realignment did not impact our consolidated financial statements other than to change the regions in which we describe our
operating results for the International Networks segment from January 1,2015.

Ycar Ended December 3§,

2015 2014 % Change

Revenues:

Distribution s 3,068 8 2,842 8 %

Advertising 3,004 3,089 (3)%

Other 322 334 (4%
Total revenues 6,394 6,265 2%
Costs of revenucs, excluding depreciation and amortization 2,343 2,124 10 %
Seiling, general and administrative 1,669 1,692 (1%
Depreciation and amortization 330 329 — %
Restructuring and other charges 50 20 (44%
Gain (loss) on disposition i7 31y NM
Total costs and expenses 4,409 4,204 5%
Operating income 1.985 2,061 (4)%
Tntetest expense (330) 328) 1%
Income from equity method investees, net i 23 NM
Other expense, net 7 ) NM
Income before income taxes 1,559 1,747 (1%
Tncome taxes (511) {610) (16)%
Net income 1,048 1,137 (8)%
Net income attributable to noncontroiling interests (4] {2) (5%
Net (income) loss attributable to redeemable noncontrolling

interests (13) 4 NM
Net income available to Discovery Communications, Inc, $ 1.034 8 1,139 (9%

NM - Not meaningful

Revenues

Distribution revenue includes affiliate fees and digital distribution revenue and is largely dependent on the rates negotiated in our distribution
agreements, the number of subscribers that receive our networks or conlent, and the market demand for the content that we provide. Excluding the impact of
foreign currency fluctuations, the acquisition of Eurosport and the effect of the consolidation of Discovery Family, distribution revenue increased 7% as a
result of increases of 7% at our U.S. Networks segment and 7% at our International Networks segment. For U.S. Networks, excluding the effect of the
consolidation of Discovery Family, distribution revenue increased primarily due to annual contractuat rate increases and, to a lesser extent, increases in
digital distribution revenve, partially offset by slight declines in subscribers. The increase in our intemational Networks' distribution revenue, excluding the
impact of foreign currency and the acquisition of Eurosport, was mostly due to increases in afftliate rates and subscribers, in equivalent amounts, in Latin
America, and, a lesser extent, to increases in subscribers in CEEMEA and digital distribution revenue.
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Advertising revenue is dependent upon a number of factors, including the stage of develepment of television markets, the number of subscribers to our
channels, viewership demographics, the popularity of our content, our ability to scll commercial time over & group of channcls, market demand, the mix of
sales of commercial time between the upfront and scatter markets, and economic conditions. These factors impact the pricing and volume of our advertising
inventory. Excluding the impact of foreign currency fluctuations, the acquisition of Eurosport, the effect of the consolidation of Discovery Family, and the
disposition of the Company's radio business, adventising revenue increased 6%, primarity due to increases of 1% at our International Networks segment and,
to a lesser extent, increases of 2% at our U.S. Networks segment, The increase at our Interational Networks segment was mostly driven by pricing and, to a
lesser extent, ratings in Southem Europe and pricing, velume, and to a lesser extent, ratings in Latin America. Southern Europe and Latin America
contributed to the increase in equivalent amounts. The increases were also, to a fesser extent, due to pricing in Northem Europe. These increases were
partiaily offset by decreases due 1o changes in regulations involving advertising sales operations in Russia, as further described in ftem 1, "Business” in this
Annual Report on Form 10-K, 1.8, Networks' advertising revenue increased due te increases in pricing, partially offset by lower audience delivery.

Excluding the impact of foreign currency fluctuations, the acquisition of Eurospont, the effect of the consolidation of Discovery Family, and the
disposition of the Company's radio business, other revenue increased 4%. This increase was primarily due to an increase at our Education and Other segments
due to increased productions and, to a lesser extent, an increase at our lntermnational Networks segment as result of increased program sales. These increases
were offset by a decrease at our U.S. Networks segment primarily due to the absence of representation service fees for Discovery Family, which have been
eliminated since the Company began to consolidate Discovery Family.

Costs of Revenues

Excluding the impact of foreign currency fluctuations, the acquisitions of Evrosport, the ¢ffect of the consolidation of Discovery Family, and the
disposition of the Company's radio business, costs of revenues increased 11% as result of increases of 12% at our International Networks segment and 7% at
our U.S. Networks segment. The increases in costs of revenues were mostly due to our commitment to increased spending for content on our networks, which
increased content amortization, and, to a lesser extent, increases in content impairments that were not included in restructuring and other charges. Excluding
the impact of foreign currency fluctuations, the acquisition of Eurosport and the effect of the consolidation of Discovery Famtily, content amortization was
$1.5 biilion and $1.3 billion for the years ended December 31, 2015 and December 31, 2014, respectively. Content amortization rates on our networks have
been slightly accelerating.

Selling, General and Administrative

Selling, general and administrative expenses consist principally of employee costs, marketing costs, research costs, occupancy and back office support
fees. Excluding the impact of foreign cumrency fluctuations, the acquisition of Eurosport, the consolidation of Discovery Family, and the disposition of the
Company's radio business, selling, general and adminisirative expenses increased 3% for the year ended December 31, 2015, The increase was primarity due
to an increase in selling, gencral and administrative expense at our International Networks segment of 10% mostly due to increased personnel and associated
support costs and, ta a lesser extent, increased marketing costs. The increase was alsg, to a lesser extent, due to slight increases at cur £1.8. Network segment
due to an increase in resecarch and, to a lesser extent, marketing costs. These increases were partiatly offset by a decrease in our equity-based compensation
expense.

Depreciation and Amortization

Depreciation and amortization expense includes depreciation of fixed assets and amortization of finite-lived intangible assets. Excluding the impact of
foreign currency fluctuations, business combinations and dispositions, depreciation and amortization remained consistent for the year ended December 31,
2015,
Restructuiing and Other Charges

Restructuring and other charges decreased $40 million. The decrease was primarily due to a decrease in content impairment resulting from the post-

acquisition rebranding of The Hub Network to Discovery Family in 2014 {See Note 6 and Note 15 to the accompanying consolidated financial statements.)
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Loss (Gain} on Disposition

Laess on dispositions comprised $12 million for the sale of the SBS Radio business and $3 million for the contribution ofthe Russian business (o the
New Russian Business for the year ended December 31, 2015. Gain on disposition comprised $31 million for the sale of HowStuffWorks for the year ended
December 31, 2014. {See Note 3 to the accompanying consolidated financial statements.)
[nterest Expense

Interest expense remained consistent for the year ended December 31, 2015 as compared te the year ended December 31,2014,

Income from Eqitity Investees, Net

Income from cur equity method investees declined $22 miltion, mostly due to losses at All3Media related to the amontization of intangible assets for
the step up in the fir value of assets acquired from the investment following its acquisition oo September 23, 2014, interest expense for the recapitalization
of debt for the transaction and losses on derivative instruments. The decline was also, to a esser extent, due to the change in accounting for Discovery Family
from an equity method investment to a consolidated subsidiary, as well as decreased income at various other equity method investees.

Other Expense, Net
The table below presents the details of other income (expense}, net {in mitlions).

Year Ended December 31,

2015 2014
Foreign currency losses, net $ (103 § 22)
Gain on derivative instruments 5 1
Remeasurement gain on previously held equity interest 2 29
Other, net (1) (17
Total other expense, net $ 97 % (&)

Other expense, net increased $88 mitlion in 2015, The incicase was primarily due to forcign currency losses refated to revaloation of owr 1.90% curo-
dominated senior notes due March 19,2027, which expose Discovery to fluctuations in euro exchange rates, as well as the revaluation of monetary assets in
Venezuela, due to changes in the bolivar exchange rate used to remeasure revenue and monetary asset balances (as further discussed in ftem 7A, "Quantitative
and Qualitative Disclosures about Market Risk™ in this Annual Report on Form 16-K). The increase was further attributable to a decrease in remeasurement
gain related to the acquisition of a controlling interest in Eurosport on May 30, 2014 of $29 mitlion, and Eurosport France on March 31,2013 of $2 million
(See Note 3 to the accompanying consolidated financial statements). These increases were slightly offset by the attribution expense related to the put right
held by TFI1, the holder of the remaining interests in Eurosport and Eurosport France, as a component of other expense, net in 2014, for which there is no
similar expense in the 2015,

Inconte Taxes

The following table reconciles the Company's effective income tax rate to the U.S. federal statutory income tax rate.

Year Ended December 31,

2015 2014
U.S. federal statutory income fax rate 35% 35%
State and local income taxes, net of federal tax benetit 2% 2%
Effect of foreign operations 1% 2%
Domestie production activity deductions (34 3%
Changc in uncertain tax positions (1¥s 1%
Other, net (1% — %
Effective income tax tate 33% 5%
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Income tax expense was $311 million and $610 million and the cffective tax rate was 33% and 35% for 2015 and 2014, respectively. The net 2%
decrease in the effective tax rate was attributable to a decrease in unrecognized tax benefits as a result of multiple audit resolutions and the lapse of the

statute of limitations in foreign and domestic jurisdictions, favorable impact to deferred taxes due to various enacted foreign legislative changes and the
aliocation and taxation of income among multiple forcign and domestic jurisdictions.

Segment Resuits of Operations — 2015 vs. 2014

The tablic below presents the calculation of total Adjusted OIBDA (in miltions).

Revenues:

U.S. Networks

International Networks

Education and Other

Corporate and inter-segment eliminations
Total revenues
Costs of revenues, excluding depreciation and amortization
Selling, general and administrativet
Add: Amortization of deferred Jaunch incentives®
Adjusted OIBDA

(@) Selling, general and adminisrative expenses exchude mark-to-market equity-based compensation, restructuring and other charges and gains (losses) on dispositions.

Year Ended December 31,

2815 24314 % Change
3,131 8§ 2,950 6%
3,002 3,157 2%

173 160 8%
@) @) e
6,394 6,263 2%
2,343) 2,124) 10 %
(1,669) (1,661) —%
16 11 45 %
2398 8 2491 4%

() Amortization of deferred launch incentives are included as a reduction of distribution revenue for reporting in accordance with GAAP but are excluded (rom Adjusted

OIBDA.
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The table below presents our Adjusted OIBDA, with a reconciliation of consolidated set income avaitable to Discovery Communications, Inc. to total
Adjusted OIBDA (in millions).

Year Ended December 31,

2015 2014 % Change

Net income available to Discovery Communications, Inc. $ 1,634 § 1,139 (9%
Net income attributable to redeemable noncontrolling
inierests 13 (4} NM
Net income aftributable to noncongroiling interests 1 2 (50)%
Income tax expense 511 610 {16)%
Other expense, net 97 9 NM
Income from equity investees, net {1 (23} NM
Interest expense 336 328 1%
Operating income 1,985 2,061 (4%
Gain (loss) on disposition 17 (31} NM
Restructuring and other charges 50 90 {44%%
Bepreciation and amortization 336 329 - %
Mark-to-market equity-based compensation — 31 {100)%
Amortization of deferred launch incentives 16 i1 45 %
Total Adjusted QIBDA 3 2398 % 2,491 (4
Adjusted OIBDA:

U.S. Networks $ 1,774 % 1,680 6 %

International Networks 961 1,124 (15)%

Education and Other {2) 6 NM

Corporate and inter-segment ¢climinations {335) (319} 5%
Total Adjusted OIBDA $ 2398 % 2,491 @

U.S. Networks

The following table presents, for our U.S, Networks segment, revenues by type, certain operating €xpenses, contra revenue amounts, Adjusted OIBDA,
and a reconciliation of Adjusted (BDA to operating income (in millions).

Year Ended December 31,

2ms 2414 % Change

Revenues:

Distribution 3 1431 8§ 1,289 119%

Advertising 1,650 1,605 3%

Other 50 56 (1Y%
Total revenues 3,131 2,950 0%
Costs of revenues, excluding depreciation and amortization (892) (815) 9%
Seiling, general and administrative (465) (455) 2%
Adjusted OIBDA 1,774 1,680 %
Bepreciation and amortization 29 {an 71%
Restructuring and other charges 33) 61) {46)%
Gain on disposition e 31 (100Y%
Inter-segment eliminations ®) (7) 14 %
Operating income 3 1,704 8 1,626 5%
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Revenues

Distribution revenue increased 1 1%, Excluding the effect of the consolidation of Discovery Family, distribution revenue increased 7% primarily due to
contractual rate increases and, to a lesser extent, increases in digital distribution revenue, partiatly offset by slight declines in subscribers.

Advertising revenue increased 3%. Excluding the effect ofthe consolidation of Discovery Family, advertising revenue increased 2% as increases in
pricing were partiaily offset by lower audience delivery.

Gther revenue decreased 11%. Excluding the effect of the consolidation of Discovery Family, other revenue decreased 24% primarily due to the
absence of representation service fees for Discovery Family, which have been eliminated since the Company began to consolidate Discovery Family. When
Discovery Family was an equity method investment, these fees were not eliminated but disclosed as related party transactions in Nete 19 to the
accompanying conselidated financial statements.

Costs of Revenues

Costs of revenues increased 9%. Excluding the effect of the consolidation of Discovery Family, costs of revenues increased 7%, The increase was
primarily attributable to our conunitment to increased spending for content cn our networks which increased content amortization, and, to a lesser extent,
inereases in content impairments that were not included in restructuring and other charges. Excluding the effect of the consolidation of Discovery Family,
content amortization was $719 miltion and $672 million for 2015 and 2014, respectively. Content amortization tates on our networks have been slightly
accelerating.

Selling, General and Administraiive

Selling, general and administrative expenses increased 2%. Excluding the effect of the consolidation of Discovery Family, selling, general and
administrative expenscs increased slightly due to increases in research and, to & lesser extent, marketing costs.
Adjusted OIBDA

Adjusted OIBDA increased 6%. Excluding the effect of the consolidation of Discovery Family, Adjusted OIBDA increased 3% primarily driven by
increases in distribution and advertising revenue, partially offset by increases in content amortization.
International Networks

The following table presents, for our International Networks segment, revenues by type, certain operating expenses, contra revenue amounts, Adjusted

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

Year Ended December 31,

2015 2014 % Change

Revenues:

Distribution ) 1,637 8 1,553 5%

Advertising 1,353 1,483 (9%

Other 102 124 (163%
Total revenues 3,092 3,157 {2)%
Costs of revenues, excluding depreciation and amortization (1,375) (1,250) 100 %
Selling, general and administrative (772) (794) (3%
Add: Amonization of deferred launch incentives i6 R 45 %
Adjusted OIBDA 961 1,124 {(15%
Amortization of deferred launch incentives (16) (1) 45 %
Depteciation and amortization (235) (247) (5%
Restructuring and other charges (i4) (24) (42)%
Loss on disposition (17) — NM
Inter-segment eliminations (3) (2) 50 %
Operating income 3 676 § 840 20%
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Revenues

Excluding the timpact of foreign currency fluctuations and the acquisition of Eurosport, distribution revenue increased 7%, The increase was mostly
due to increases in affiliate rates and subscribers, in equivalent amounts, in Latin America and. to a lesser extent, increases in subscribers in CEEMEA and
digital distribution revenue. Such growth is consistent with the continued development of the pay-TV markets in those regions.

Excluding the impact of foreign currency fluctuations, the acquisition of Eurosport, and the dispositien of the Company's radio business, advertising
revenue increased | 1%, The increase was mostly driven by pricing and, (o & lesser cxlent, ratings in Southem Europe and pricing, volume and, to a tesser
extent, ratings in Latin America. Southem Europe and Latin America contributed to the increase in equivalent amounts. The increases were also, to a lesser
extent, due to pricing in Northern Europe. These increases were partially offset by decreases due to changes in regulations involving advertising sales
operations in Russia as further described in Bem 1, "Business” in this Annual Report on Form 10-K.

Excluding the bmpact of foreign currency Nuctuations, the acquisition of Euwrosport, and the disposition of the Company's radio business, other revenue
increased | 3% mostly as result of increased program sales.

Costs of Revenues

Excluding the impact of foreign currency fluctuations, the acquisition of Eurosport, and the disposition of the Company's radio business, costs of
revenues incteased 12%. The increase was mostly attributable to our commitment o increased spending on content on our networks, thereby increasing
content amorization, and, to a lesser extent, increases in content impairments that were not included in restructuring and other charges. Excluding the impact
of foreign currency fluctuations and Eurosport, content amortization was $730 million and $658 miltion for 2015 and 2014, respectively. Content
amortization rates on our networks have been slightly accelerating.

Selling, General and Administrative

Excluding the impact of foreign currency fluctuations, the acquisition of Eurasport, and the disposition of the Company's radio business, selling,
general and administrative expenses increased 10%. The increase was mostly due to increased personnel and associated support costs and, to a lesser extent,
increased marketing costs.
Adjusted QIBDA

Excluding the impact of foreign currency fluctuations, the acquisition of Eurasport, and the disposition of the Company's radio business, Adjusted
QOIBDA increased 5%. The increase was mostly due to an increase in advertising and distribution revenue, partially offset by higher content expense and, to a
lesser extent, higher selling, general, and administrative costs.
Education and Other

The following table presents, for our Education and Other operating segments, revenue, certain operating expenses, Adjusted OIBDA and a

reconciliation of Adjusted OIBDA to operating income (in millions).

Year Ended December 31,

2015 2414 % Change

Revenues $ 173 % 160 8%
Costs of revenues, excluding depreciation and amortization (73) (59) 27 %
Selling, general and administrative (100) 95) 5%
Adjusted OIBDA 2) 6 NM

Depreciation and amortization {7 [¥2] —
Restructuring and other charges (2) (3) (33)%
Inter-segment eliminations 11 9 22%
Operating income $ 3 5 (100)%

Adjusted OIBDA decreased $8 miltion. The decrease was primarily due to activities asseciated with Education's digital textboeks partially offset by
increases in production revenue.
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Corporate and Inter-segment Efiminations

The following table presents, for our unallocated corporate amounts, revenue, certain operating expenses, Adjusted QIBIDA, and a reconciliation of
Adjusted OIBDA to operating loss {in millions).

Year Ended December 31,

2015 2014 % Change

Revenues 3 2) 3% 2) — %
Costs of revenues, excluding depreciation and amortization (1 — NM

Selling, general and administrative (332) (317) 5%
Adjusted OIBDA (335) (319) 5%
Mark-to-market equity-based compensation — (31 {100)%
Depreciation and amorntization (59) (58) 2%
Restructuting and other charges (1) 2) (50)%
Gpetating loss $ (395) $ (410) (4%

Corporate operations primarily consist of executive management, administrative support services and substantially all of our eguity-based
compensation.

Adjusted OIBDA decreased 5%, mostly attributable to higher personnel costs and, o a lesser extent, fees related to investments and other matters,
partially offset by a decrease in equity-based compensation expense for equity-settled awards such as stock options and RSUs that are recorded at fair value at
grant date and amortized over the vesting period without mark-to-market adjustments.

The decrease in mark-to-market equity-based compensation expensec was primarily attributable to a decrease in Discovery's stock price compared to
2014, Changes in stock price are a key driver of fair value estimates used in the attribution of expense for SARs and unit awards. (See Note 13 to the
accompanying consclidated financial statements.)

ltems Impacting Comparability

From time to time, certain items may impact the comparability of our consolidated results of operations between two periods. In comparing the
financial results for the years 2015 and 2014, the Company has identified foreign cwrency and the impact of the acquisition of Eurosport as items impacting
comparability between periods, as noted below.

Foreign Currency

The impact of exchange rates on our business is an important factor in understandiag period to pertod comparisens of our results, For example, our
international revenues are favorably impacted as the U.S. dolar weakens relative to other foreign curmrencies, and unfavorably impacted as the U.S dollar
strengthens relative to other foreign currencies, We believe the presentation of results on a constant currency basis (ex-FX). in addition to results reported in
accordance with GAAP provides useful information about our operating performance because the presentation ex-FX excludes the effects of foreign currency
volatility and highlights our core operating results. The presentation of results on a constant currency basis should be considered in addition to, but not a
substitute for, measures of financial performance reported in accordance with GAAP.

The ex-FX change represents the percentage change on a period-over-peried basts adjusted for foreign curency impacts. The ex-FX change is
calculated as the difference between the current year amounts translated at a baseline rate, a spot rate for cach of cur currencies determined early in the fiscal
year as part of our forecasting process, (the “2015 Baseline Rate”) and the pricr year amounts translated at the same 2015 Baseline Rate. In addition,
consistent with the assumption of a constant currency environment, our ex-FX results exclude the impact of our foreign cumency hedging activities as well as
realized and unrealized forcign cutrency transaction gains and losses. The impact of forcign currency on the comparability of our results is reflected in the
tables below (in millions). Resulits on a constant currency basis, as we present them, may not be comparable to simitarty titled measures used by other
companies.
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DELOITTE ADVOKATFIRMA AS
Postboks 24
3119 TANSBERG

Tillatelse til & utarbeide arsregnskap og arsberetning pa engelsk sprak for
Discovery Network Norge Holding AS, org. nr. 814 493 420

Vi viser til deres brev av 6. juni 2016 der det sekes om tillatelse til 8 utarbeide drsregnskap og
arsberetning pé engelsk sprak for Discovery Network Norge Holding AS.

Skattedirektoratet gir p& bakgrunn av en konkret helhetsvurdering Discovery Network Norge
Holding AS dispensasjon fra kravet ti} 4 utarbeide drsregnskap og arsberetning pa norsk sprék, jf.
regnskapsioven § 3-4 tredje ledd. Dispensasjonen forutsetter at opplysningene som vedtaket baserer
seg p4 ikke endres vesentlig.

Kopi av dette brevet ma sendes Regnskapsregisteret 1 Bronnoysund sammen med arsregnskapet.
Det paligger den regnskapspliktige & dokumentere ved dette brev at tillatelsen er gitt.

Bakgrunn

Discovery Network Norge Holding AS er en del av det amerikanske TV-nettverket Discovery
Communication Inc. Discovery Communication Inc. er det ultimate morselskapet. Selskapet driver
virksomhet { mediebransien, med distribusjon og formidling av TV kanaler. Bransjen er i stor grad
internasjonal, bade i forhold til kjep av TV programmer og samarbeid med andre medieselskaper.
Selskapet inngér i et intensjonalt konsern der konsemnselskaper samarbeider intemasjonalt og det er
et klart enske at konsernselskapene utarbeider regnskapene pé engelsk. Alle sentrale aktorer og
samarbeidspartnere innen denne bransjen behersker og benytter engelsk. En norsk oversettelse vil
kun ha til formdl & oppfylle regnskapslovens sprikkrav.

Skattedirektoratets vardering

Etter regnskapsioven § 3-4 tredje ledd skal "drsregnskapet og drsberetningen ... vaere pd norsk.
Departementet kan ved ... enkeltvediak bestemme at Grsregnskapet og/eller drsberetningen kan
veere pd el annet sprak.”

I Ot. prp. nr. 42 (1997-1998) Om lov om arsregnskap m.v., er det uttalt felgende om
regnskapslovens formél, if. pkt. 1.1:

Postadresse Besoksadresse: Ssniratbord
Postboks 9200 Graniand Se www skalteetaten.no 800 80 000
0134 Oslo Om.nar 996250316 Telefaks

E-post skatteetaten no/sendepost 22 170860
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"Regieringen har som siktemdl af regnskapsloven skal bidra til informative regnskaper for
ulike grupper av regnskapshrukere. Regnskapsbrukerne er dely investorer og kreditorer som
tilfarer kapital fil foretakene, og dels andre grupper som har interesse av & vite hvordan
Joretaket drives, feks. de ansatte og lokalsamfunnet. Informasjonen til kapitalmarkeder skal
gi grunnlag for riktig prising av finansielle objekter. Rikiiy prisdannelse pd aksjer er en
Jorutseining for af ressursbriken i sumfunnsekonomien skal bii best mulig. Gode regnskaper
vil ogsd giove det vanskeligere for markedsdeltakere & ta wi spekulasjonsgevinster med basis
i skjevt fordelt informasjon.”

Det fremgér sdledes at et av hovedformélene med regnskapsioven er & bidra Gl “informative
regnskaper for ulike grupper av regnskapsbrukere . Regnskapsbrukere vil omfatte, if utialelsen i
proposisjonen, blant andre investorer, kreditorer, ansatle og lokalsamfunnet.

Det er etter Skattedirekioratets vurdering derfor avgjerende ved vurdering av om dispensasjon fra
kravet til & utarbeide drsregnskap og/etler drsberetning pa norsk kan gis, at det ikke foreligger
mulige brukere av regnskapsinformasion som blir vesentlig berart negativt ved en eventuell
dispensasjon.

Det er szrlig hensynet til brukerne av regnskapsinformasjon som skal vurderes ved en
dispensasjonsseknad. | denne vurderingen har Skattedirektoratet lagt serlig vekt pa at selskapet er
eid av et utenlandsk selskap. Eierkretsen er begrenset. Videre er det vektlagt at selskapet driver
virksomhet i en internasjonal bransje der alle sentrale aktarer og samarbeidspartnere behersker og
benytter engelsk.

Vennhigst oppgi vér referanse ved henvendelser i saken.

Med hilsen

Rune Tystad
senmiorradgiver
Restsavdelingen, foretaksskatt
Skattedirektoratet
Torstein Kinden Helleland

Dokimentet er elektronisk godkfjent og har devfor ikke handskrevne signaturer
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DISCOVERY NETWORKS NORGE HOLDING AS

Annual Report for 2016
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DISCOVERY NETWORKS NORGE HOLBDING AS

Director's report

Discovery Networks Norge Holding AS business is primarily a holding company.

During the vear, the Company merged with Discovery Networks Norway Holding ASand as a
result the Company’s investments in subsidiaries now comprises 100 percent of the shares in
Discovery Networks Norway AS and The Voice TV Norge AS. Shares in Discovery Networks
Norway AS and The Voice TV Norge are valued at cost method and written down if impairment
is deemed necessary. The Company is located in Nydalen in Osle.

Discovery Networks Norge Holding AS had a loss after tax of 538.6 MNOK in 2016. The loss after
tax is mainly due impairment of its investment in Discovery Networks Norway AS following
revised valuation of that subsidiary, and interest to group companies on loans payable.

The Company did not have any employees at the end of the fiscal year 2016.

Members of the board are chosen from the relevant and available people with the parent
company and tocal administration at Discovery Networks Norway AS. The Company board aims
to have a balance of women and men in the board.

The Company's business does not pollute the environment. The Company does not have any
costs related to research and developmentin 2016.

The Company has negative equity as at 31 December 2016 of 1,003.6 MNOK. Measures in 2017
to address this comprise a capital contribution from the parent company of 700 MNOK and a
dividend from it’s subsidiary, Discovery Networks Norway AS, of 400 MNOK.

Shareholders

The Company’s shares are owned 100 percent by Discovery Communications Europe Limited,
which is owned by the media group Discovery Communications Inc.
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DISCOVERY NETWORKS NORGE HOLDING AS

Director’s report {continued)

Allocation of annual result

The income statement shows a loss after tax of 538.6 MNCK, which is to be booked to other
equity.

According to requirements in Norwegian Law of accounting (Regnskapsloven) § 3-3, the board
confirms that the annual report for 2016 is given under the assumption of going concern.

The board states that the annual report gives a fair and true view of the assets and debt,
financial position and annual result for Discovery Networks Norge Holding AS.

Oslo, 10 August 2017

e

e P ot Lo

Tine A Jensen Fdvard Tveten

CEQ/Chairman Board member

/’é& o (YVand vt L.

Eivind Landsverk

Board Member
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DISCOVERY NETWORKS NORGE HOLDING AS

Mote 2016 2015
Revenue 9 - 4,745,507
Total Revenue - 4,745,507
Other operating expense 12 {340,195) (417,143}
Total operating expenses {340,195} {417,143)
Operating Profit {340,195} 4,328,364
Result from investments in subsidiaries (574,845,727) -
Other finance income 201,436,826
Interest expense to group companies {150,569,426) (15,009,610}
COther interest expense (530,183) {314,703)
Other finance expense 8 (21,509) {106,938)
Net finandial items {524,530,419) {15,431,251)
Loss before taxes {524,870,615) (11,102,887)
Income Taxes 10 (13,681,193) 2,620,517
Loss for the Financial Year {538,551,808) {8,482,370)
Transfer to other equity {538,551,808) {8,482,370)
Total allocations and transfers {538,551,808) {8,482,370)

3

Profit and Loss Account for the year
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DISCOVERY NETWORKS NORGE HOLDING AS

Balance Sheet as at 31 December

Note 2016 2015

Assets
Fixed Assets
Financial Fixed Assets

investments in subsidiaries 2 1,906,209,091 2,521,912,669
Total financial assets 1,906,209,091 2,521,912,669
Current Assets
Receivables

Receivables from group companies 3 424,065,705 189,411,776

Other current receivables 1,277,997 1,288,796
Total receivables 425,343,702 180,700,566
Bank deposits, cash 1,573,011 1,691,328
Total current assets 426,916,713 192,391,894
Long-term assets
Deferred tax assets 10 27,523,675 3,506,256
Total long-term assets 27,523,675 3,506,256
TOTAL ASSETS 2,360,649,479 2,717,810,818

4
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DISCOVERY NETWORKS NORGE HOLDING AS

Balance Sheet as at 31 December

Note 2016 2015

Eciuity and liabilities
Equity

Share Capital 4,5 30,000 30,000

Accumulated deficit 4,5 (547,034,177) {8,482,370)

Otherreserves 4,5 {456,554,594) {456,554,594)
Total equity {1,003,558,771) {465,006,963)
Debt

Long term liabilities 1,496,860,000 2,819,378,894
Total other long-term liabilities 1,496,860,000 2,819,378,894
Current liabilities

Accounts payable - 88,956

Liabilities to group companies 1,382,317,601 275,388,635

Payable tax 37,698,759 885,739

Social charges and other taxes 736,741 -

Other short-term debt 446,595,148 87,075,557
Total current liabilities 1,867,348,250 363,438,887
Total debt 3,364,208,250 3,182,817,782
TOTAL LIABILITIES & EQUITY 2,360,649,479 2,717,810,818

Y

e Gslo,

e -
N . 10 August 2017;// Py
Lag Pusetiell e oo - 7 e

Tine A Jensen Edvard Tveten

CEQ/Chatrmean Board member

Jbrinind Dl

Eivind Landsverk

Board Member

Side 178 av 188

01.11.2020 kI 02:57 Brgnngysundregistrene



Brgnngysundregistrene Arsregnskap regnskapséret 2016 for 914493420

DISCOVERY NETWORKS NORGE HOLDING AS
Notes to financial statements for 2016
1. Accounting principles

The financial statements have been prepared in accordance with Accounting Act of 1998 and
the generally accepted accounting principles {(GAAP) in Norway.

Main rules for the valuation and classification of assets and liabilities

Receivables that fall due within one year have been classified as current assets. The

classification of current and long-term liability is based on the application of equivalent criteria.

Current assets are valued at the lower of acquisition cost and net realisable value, Other long-
term and current liabilities are valued at nominal value.

Assets and Habilities in foreign currency

Monetary items denominated in foreign currencies have been converted on the date of the
balance sheet.

Shares and stocks in subsidiaries

Investments in subsidiaries are valued at cost. Investments are written down to fair value if
impairment is not temporary and it is deemed necessary under GAAP. Dividends and group
contributions from subsidiaries are recognised as other financial income.

Revenues

Discovery Networks Norge Holding AS is a subsidiary of Discovery Communications Europe
Limited. In the prior year it was a subsidiary of Discovery Communications Nordic Aps. In the
prior vear all revenue generated in the Company related to commissions on advertising
revenues for Discovery and TLC channels. Revenue was recognised in the period in which the
advertisement was seen or the programme broadcasted. Commission agreements were
terminated as of 1 January 2016 thus no related revenue was recorded in 2016.

Costs

As arule, costs are accounted for during the same period as the income to which they are
related. In cases in which there is a clear correlation between expenditure and revenue, the
allocation is determined in accordance with discretionary criteria. Other exceptions to the
matching principle are specified where applicable,
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DISCOVERY NETWORKS NORGE HOLDING AS
Notes to financial statements for 2016

1. Accounting principles {continued}

Tax and deferred tax

Tax is associated with the accounting profit and comprises current tax and deferred tax for the
financial year.

Deferred tax is calculated at 24 percent on all temporary ditferences between accounting and tax
vatues for 2016 and 25 percent for 2015. For 2016 the tax rate is 25 percent. Taxable and tax-
deductible temporary differences that have been reversed or can be reversed in the same period are
offset and netted. Deferred tax assets are recorded in the balance sheet if it more likely than not
that they will be utilised.

2. Investment in subsidiaries

Location  Qwnership  Number Equity Profit for 2016 Net book value
Name of Company of shares
Discovery Networks Norway AS Norway 100% 10,100 587,261,213 141,566,960 1,900,906,091
The Voice TV Norge AS Norway 100% 100 6,817,013 321,219 5,300,000
Total 1,906,209,091

Investment in subsidiaries is valued accordance with the cost price method.

Consolidated financial accounts have not been prepared as Discovery Networks Norge Holding
AS, Discovery Networks Norway AS and The Voice TV Norge AS are included in the consolidated
financial statements for Discovery Communications Inc., Silver Spring, Maryland, USA. This will
be made available on the Discovery Communications website discovery.com. Discovery
Networks Norway AS has its business address in Nydaien in Osio.

3. Balance with shareholders and group companies

tong term liabilities 2016 2015
The long term debt to Discovery Communications Nordic ApS - 1,322,522,633
The long-term debt to Discovery Luxembourg Sarl 1,496,860,000 1,496,856,261
Total 1,496,860,000 2,819,378,894

As of 31 December 2016, the Company has long-term debt of NOK 1,496,860,000 which falis
due after 5 years.
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DISCOVERY NETWORKS NORGE HOLDING AS
Notes to financial statements for 2016

3. Balance with shareholders and group companies {continued)

Receivables from group companies 2016 2015
Piscovery Networks Norway AS 257,650,648 56,228,490
Discovery Networks Sweden AB 1,654,312 -
Discovery Networks Sweden Holding AB - 1,654,312
Discovery Communication Nordic Aps 155,655,007 112,260,197
Discovery Communication Europe Ltd 9,105,738 19,268,771
Total 424,065,705 189,411,770
tiabitities to group companies 2016 2015
Discovery Networks Denmark ApS - -
Discovery Communication Nordic Aps - Finland Branch - {1,505,880)
Discovery Communication Nordic Aps (1,382,317,601) (273,882,755)
Discovery Communication, LLC - -
Total {1,382,317,601) {275,388,635)
4, Equity

Share Capital Other Reserves Accumulated Deficit Total
Equity at 1 January 2016 30,000 {456,554,594) (8,482,370) {465,006,963)
Loss far the year - {538,551,808) {538,551,808)
Equity at 31 December 2016 30,000 (456,554,594} (547,034,177) (1,003,558,771)

8
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DISCOVERY NETWORKS NORGE HOLDING AS
Notes to financial statements for 2016
5. Shareholder information
Ownership structure:
Location  Ownership Number Vote Percentage

Name of Company of shares

Discovery Communications Europe Limited UK 100% 33,000 100%

There is only one class of shares. Each share has equal right to vate. Face value per share is kr
1000.

Discovery Networks Norge Holding AS is included in the consolidated financial statements of

Discovery Communications Inc, Silver Springs, Maryland, USA. The consolidated financial
statements can be obtained on https://corporate.discovery.com

6. Other Short Term Debt

2016 2015
Bank Overdraft 446,595,148 87,075,557
Total 446,595,148 87,075,557

7. Salaries and remunerations

The Company did not have any employees at the end of the fiscal year 2016 and thus no salary
expenses and Board of Directors did not receive any remuneration in 2016.

8, Other finance expense

2016 2015
Bank Interest 21,909 106,938
Total 21,900 106,938
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DISCOVERY NETWORKS NORGE HOLDING AS
Netes to financial statements for 2016

9. Revenues

2016 2015
Revenue - 4,745,507
Total - 4,745,507

Revenues are attributed to geographical segments based on the country where the revenues are
generated. The following presents the Company's revenue by geographic area:

NOK 2016 2015
Norway - 4,745,507
Total - 4,745,507

10, Income Taxes

2016 2015
Temporary differences that is part of deferred tax asset/Hability
Net temporary differences (114,681,978) {14,025,025}
Losses and losses carried forward - -
Basis for deferred tax assets/liability on the balance sheet (114,681,978) (14,025,025}
Deferred tax assets/liability (27,523,675) (3,508, 256)
Unrecognized deferred tax assets - -
Deferred tax assets/liability (27,523,675) {3,5086,256}
Basis for current tax, change in deferred tax and tax payable
Crdinary (loss} / profit before tax {524,870,615) (11,102,887}
Change in temporary differences that will not be part of the base fc - -
Permanent differences 575,008,700 358,377
Base for current tax 50,138,085 (10,744,510}
Change in temporary differences 100,656,953 14,025,025
Change in losses carried forward - -
Group contributions directly capitalized - -
Base for tax payable 150,795,038 3,280,515
Group contributions directly capitalized - .
Taxable income 150,795,038 3,280,515
Current tax on balance sheet calculated as foliows:
Current tax before annual profit (25% of base for tax payable) 37,698,759 885,739
Current tax on group contributions - -
Total current tax 37,698,759 885,739
Change in Unrecognized deferred tax assets {25,164,238) (3,786,757)
Change in Unrecognized deferred tax assets due to change in fax pe 1,146,820 280,501
Other {148) -
Tax credit (25% of the base) 13,681,193 (2,620,517)

10
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DISCOVERY NETWGRKS NORGE HOLDING AS

Netes to financial statements for 2016

10. Income Taxes {continued)

Recondiliation of current tax
Ordinary (loss) / profit before tax
Calculated tax (25%/27%)
Current tax

Difference

Difference consists of the fellowing:

25% [27% of permanent differences

Change in deferred tax asset/liability due to change in tax percent
Change in Unrecognized deferred tax assets

Other

Explained difference

Specification of basis for tax payabte:
Tax payable in the current tax

Not paid tax previous years

Tax effect of group contribution etc.
Tax payable on the Balance Sheet

11. Merger

On September 16, 2016 the Board of Directors decided in accordance with the re-organisation
plan of the Discovery Group structure to implement a vertical merger between Biscovery
Networks Norway Holding AS and Discovery Networks Norge Holding AS, with Discovery
Networks Norge Holding AS as the surviving company. The merger was retroactively effective

for accounting and tax purposes on January 1, 2016.

The accounting method adopted for the merger was the Continuity Method. The comparative
information for 2015 has not been amended. All transactions between the companies were

eliminated.

12. Other operating expense

{524,870,615) (11,102,887)
{131,217,654) (2,997,779
13,681,193 {2,620,517)
144,898,847 377,262
143,752,175 96,762
1,146,820 280,501
{148) -
144,898,847 377,262
37,698,759 885,739
37,698,759 885,739

Other operating expense includes audit fee for FY16 of NOK 140,000.

11
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To the General Meeting of Discovery Networks Norge Holding AS

S L

f

Report on the Audit of the Financial Statements

We have audited the financial statements of Discovery Networks Norge Holding AS showing a loss of
NOK 538 551 808, The financial statements comprise the balance sheet as at 31 December 2016, the
income statement for the year then ended, and notes to the financial statements, including a summary
of significant aceounting policies.

In our opinion, the accompanying financial statements are prepared in accordance with law and
regulations and give a true and fair view of the financial position of the Company as at 31 December
2016, and its financial performanee for the year then ended in accordance with the Norwegian
Accounting Act and accounting standards and practices generally accepted in Norway.

We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing {I1SAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statemnents section of our report. We are independent of the Company as
required by laws and regulations, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Management is responsible for the other information. The other information comprises the Board of
Directors’ report, but does not include the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
informaticn and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated.

H, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

PricewaterhouseCoopers AS, Postbaks 748 Sentrum, NO-0106 Oslo

T: 02316, org.no.: 987 00¢ 713 VAT, ywawiw pwe.no

State authorised public accountants, members of The Norwegian Institute of Public Accountants, and quthorised
accounting firm
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Independent Auditor's Report - Discovery Networks Norge Holding AS

The Board of Directors and the Managing Director (management) are responsible for the preparation
in accordance with law and regulations, including fair presentation of the financial staterents in
accordance with the Norwegian Accounting Act and accounting standards and practices generally
accepted in Norway, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud
O error.

In preparing the financial statements, management is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern. The
financial statements use the going concern basis of accounting insofar as it is not likely that the
enterprise will cease operations.

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an andit conducted in accordance with Jaws, regulations, and auditing standards and practices
generally accepted in Norway, ineluding ISAs will always detect a material misstaternent when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
bhasis of these financial statements,

As part of an audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing (ISAs), we exercise
professional judgment and maintain professional scepticism throughout the audit. We also:

= identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error. We design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to pravide a basis for our opinion. The
risk of not detecting a material misstaterent resulting from fraud is higher than for one
resulting from error, as frand may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

*  obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

* evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

* conclude on the appropriateness of management’s use of the going concern hasis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report o the related disclosures in the financial staterents or, if
such diselosures are inadequate, to modify our opinion. Our conclusions are hased on the

(2}

01.11.2020 kI 02:57

Brgnngysundregistrene Side 186 av 188



Brgnngysundregistrene Arsregnskap regnskapséaret 2016 for 914493420

Independent Auditor's Report - Discovery Networks Norge Holding AS

audit evidence obtained up to the date of our auditor's report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

= evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation,

We communicate with the Board of Directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit

Report on Other Legal and Regulatory Requirements

Based on our audit of the financial statements as described above, it is our opinion that the
information presented in the Board of Directors’ report concerning the financial statements, the going
concern assumption, and the proposal for the allocation of the loss is consistent with the financial
statements and complies with the law and regulations.

Based on our audit of the financial statements as described above, and control procedures we have
considered necessary in accordance with the International Standard on Assurance Engagements
(ISAE) 3000, Assuraiice Engagements Other than Audits or Reviews of Historical Financial
Information, it is our opinion that management has fuifilled its duty to produce a proper and clearly
set out registration and documentation of the company’s accounting information in accordance with
the law and bookkeeping standards and practices generally accepted in Norway.

The company’s financial statements have been submitted after the expiry of the statutory time Hmit for
preparation of financial statements.

This audit report replaces our previous audit report as of 01.07.2017, which was issued at the statutory
deadline for holding the annual shareholders meeting. Complete annual financial statements and
Board of Directors report were at this point in time not submitted by the Board of Directors and
Managing Director.

Oslo, 15 August 2017
PricewaterhcuseCoopers AS

State Authorised Public Accountant

(3
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2 Sakshehandler Deres dato Var dato
SRBttEdiF@ktOfﬂtet Torstein Kinden Helleland 11.10.2017 13.10.2017
Telefon Deres referanse Var referanse
22078139 GFU/DHK 2016/526256

ADVOKATFIRMAET PRICEWATERHOUSECOOPERS AS
Postboks 748 Sentrum
0106 O5LO

Fritak for konsernregnskapsplikt for Discovery Networks Norge Holding AS,
org.nr. 914 493 420

Vi viser til deres brev av 11. oktober 2017 hvor dere spker om fritak fia plikten til & utarbeide
konsernregnskap for Discovery Norge Holding AS.

Discovery Networks Norge Holding AS inngdr i et konsern med det amerikanske selskapet
Discovery Communications Inc som konsernspiss. Konsernregnskap utarbeides av Discovery
Communications Inc pé engelsk sprik etter USGAAP, hvor selskapet med datterselskaper er
omfattet.

Skattedirektoratet finner med hjemmel i regnskapsloven av 17. juni 1998 ar. 56 § 3-7 fjerde ledd &
kunne gi tillatelse til at det gjores unntak for konsernregnskapsplikten for Discovery Networks
Norge Holding AS. Det forutsettes at Discovery Communications Inc utarbeider konsernregnskap
som omfatter den regnskapspliktige og dennes datterselskaper. Det legges til grunn at dette
konsernregnskapet er utarbeidet 1 samsvar med USGAAP og at kravene i regnskapsioven § 3-7 med
forskrifter for ovrig folges. Bestemmelsene i regnskapsloven kapittel § gielder tilsvarende for dette
konsernregnskapet.

Nar det gjelder hvilket sprak morselskapet skal utarbeide konsernregnskapet pa, vises det til
forskrift av 7. september 2006 nr. 1062 til utfylling og gjennomforing mv. av regnskapsloven. Det
folger av § 3-7-1 at konsernregnskapet foruten pa norsk, kan vere pé svensk, dansk eller engelsk.

Kopi av dette brev ma sendes Regnskapsregisteret 1 Brenneysund sammen med drsregnskapet mv.
Det péligger den regnskapspliktige 4 dokumentere ved detie brev at tillatelsen er gitt.

Vennligst oppgi var referanse ved henvendelser i saken.

Med hilsen

Jeanette Munkvold Skovholt
seniorradgiver
Rettsavdelingen, foretaksskatt

Skattedirektoratet
Torstein Kinden Helleland
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