== Brenneysundregistrene

ARSREGNSKAPET FOR REGNSKAPSARET 2017 - GENERELL INFORMASJON

Enheten
Organisasjonsnummer:
Organisasjonsform:
Foretaksnavn:
Forretningsadresse:

Regnskapsar
Arsregnskapets periode:

Konsern
Morselskap i konsern:
Konsernregnskap lagt ved:

Regnskapsr egler
Regler for sma foretak benyttet:
Benyttet ved utarbeidelsen av arsregnskapet til selskapet:

Benyttet ved utarbeidelsen av arsregnskapet til konsernet:

Arsregnskapet fastsatt av kompetent organ
Bekreftet av representant for selskapet:
Dato for fastsettelse av arsregnskapet:

Grunnlag for avgivelse
Ar 2017: Arsregnskapet er elektronisk innlevert

914 493 420
Aksjeselskap

DISCOVERY NETWORKS NORGE HOLDING AS
Nydalen allé 37A

0484 OSLO

01.01.2017 - 31.12.2017

5 &

Ja
Regnskapslovens alminnelige regler

Henrik Stobbe
22.01.2019

Ar 2016: Tall er hentet fra elektronisk innlevert &rsregnskap fra 2017

Det er ikke krav til at arsregnskapet m.v. som sendes til Regnskapsregisteret er undertegnet. Kontrollen pa at dette er
utfart ligger hos revisor/enhetens gver ste organ. Skkerheten ivaretas ved at innsender har rolle/rettighet for innsending av
arsregnskapet via Altinn, og ved at det bekreftes at arsregnskapet er fastsatt av kompetent organ.

Branngysundregistrene, 01.11.2020

Brenngysundregistrene

Postadresse: 8910 Brgnngysund

Telefoner: Opplysningstelefonen 7500 75 00 Telefaks 75 00 75 05
E-post: firmapost@brreg.no Internett: www.brreg.no
Organisasionsnummer: 974 760 673



- Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 914493420

Resultatregnskap

Belgp i: NOK Note 2017 2016

RESULTATREGNSKAP

Inntekter

Salgsinntekt

Sum inntekter

K ostnader

Annen driftskostnad 11 524 762 340 195
Sum kostnader 524 762 340 195

Driftsresultat -524 762 -340 195

Finansinntekter og finanskostnader

Annen finansinntekt 47 688 874 201 436 826
Sum finansinntekter 47 688 874 201 436 826
Nedskrivning av finansielle eiendeler 12 530 000 000 574 845 727
Rentekostnad til foretak i samme konsern 140 278 017 150 569 426
Annen rentekostnad 8155 276 530 183
Annen finanskostnad 8 3711 21909
Sum finanskostnader 678 437 004 725 967 245
Netto finans -630 748 130 -524 530 419

Ordinaart resultat for skattekostnad -631 272 892 -524 870 614
Skattekostnad pa ordinaat resultat -21 770 609 13681 194
Ordinaxt resultat etter skattekostnad -609 502 283 -538 551 808
Arsresultat -609 502 283 -538 551 808
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Arsregnskap regnskapsaret 2017 for 914493420

Balanse

Belgp i: NOK Note 2017 2016
BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Utsatt skattefordel 9 57 783 155 27 523 675
Sum immaterielle eilendeler 57 783 155 27523675
Finansielle anleggsmidler

Investering i datterselskap 816 209 091 1906 209 091
Sum finansielle anleggsmidler 816 209 091 1906 209 091
Sum anleggsmidler 873 992 246 1933732 766
Omlgpsmidler

Varer

Fordringer

Andre fordringer 1322070 1277997
Konsernfordringer 263 020 650 424 065 705
Sum fordringer 264 342 720 425 343702
Bankinnskudd, kontanter og lignende

Bankinnskudd, kontanter og lignende 740 216 1573011
Sum bankinnskudd, kontanter og lignende 740 216 1573011
Sum omlgpsmidler 265 082 936 426 916 713
SUM EIENDELER 1139075 182 2360649 479
BALANSE - EGENKAPITAL OG GJELD

Egenkapital

Innskutt egenkapital

Sel skapskapital 45 30000 30000
Sum innskutt egenkapital 30 000 30 000
01.11.2020 kI 02:57 Brgnngysundregistrene Side 2 av 196
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Balanse

Belgp i: NOK Note 2017 2016
Opptjent egenkapital

Annen egenkapital 45 -456 554 594 -456 554 594
Udekket tap 1156 536 460 547 034 177
Sum opptjent egenkapital -1 613 091 054 -1003588 771
Sum egenkapital -1 613 061 054 -1003558 771
Gjed

Langsiktig gjeld

Annen langsiktig gjeld

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

Leverandergjeld 194 670

Betalbar skatt 8488 872 37 698 759
Skyldige offentlige avgifter 711058 736 741
Kortsiktig konserngjeld 3 1222 893 323 1382 317 601
Annen Kortsiktig gjeld 22988 313 446 595 149
Sum kortsiktig gjeld 1255 276 236 1867 348 250
Sum gjeld 2752 136 236 3364 208 250
SUM EGENKAPITAL OG GJELD 1139075 182 2360649 479
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Brennoysundregistrene

ARSREGNSKAP FOR REGNSKAPSARET 2017 - GENERELL INFORMASJON

Journalnummer : 2019 203623
Enheten
Organisasjonsnummer : 914 493 420
Organisasjonsform: Aksijeselskap
Foretaksnavn: DISCOVERY NETWORKS NORGE HOLDING AS
Forretningsadresse: Nydalen allé 374
0484 OSLO
Regnskapsar
Arsregnskapets pericde: 01.01.2017 - 31.12.2017
Konsern
Morselskap i konsern: Ja
Konsernregnskap lagt ved: Ja
Regnekapsregler
Regler for sma foretak benyttet: Ja
Benyttet ved utarbeidelsen av
drsregnskapet til selskapet: Regnskapslovens alminnelige regler

Benyttet ved utarbeidelsen av
Adrsregnskapet til konsernet: -
Har utarbeidet 'land-for-land' rapport: Ja

ﬁrsregnskapet fastesatt av kompetent organ
Bekreftet av representant for selskapet: Henrik Stobbe
Dato for fastsettelse av arsregnskapet: 22.01.2019

Grunnlag for avgivelse
Ar 2017: Arsregnskap er elektronisk innlevert.
LAr 2016: Tall er hentet fra elektronisk innlevert arsregnskap fra 2017.

Det er ikke krav til at Arsregnskapet m.v. som sendes til Regnskapsregisteret
er undertegnet. Kontrollen pi at dette er utfort ligger hos revisor/enhetens
overste organ. Sikkerheten ivaretas ved at Iinnsender har rolle/rettighet

for innsending av arsregnskapet via Altinn, og ved at det bekreftes at
drsregnskapet er fastsatt av kompetent organ.

Brenneysundregistrene, 31.01.2019

Brenngysundregistrene

Postadresse: Postbhoks 900, 8910 Brennhaysund

Telefoner. Opplyshingstelefonen 75 00 75 00 Administrasjonen 75 00 75 09 Telefaks 75 00 75 05
E-post: firmapost@ brreg.no Internett: www brreg.no

Organisasjonshummer. 974 760 673
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Organisasjonsnr: 914 493 420
DISCOVERY NETWORKS NORGE HOLDING AS

RESULTATREGNSKAP

Belgp i: NOK Note 2017 2016
RESULTATREGNSKAD

Inntekter

Salgsinntekt 0 0
Sum inntekter 0 0
Kostnader

Annen driftskeostnad 11 524 762 340 195
Sum kostnader 524 762 340 195
Drifteresultat -524 762 -340 195

Finansinntekter og

finanskostnader
Annen finansinntekt 47 688 874 201 436 826
Sum finansinntekter 47 688 874 201 436 826

Nedskrivning av

finansielle eiendeler 12 530 000 000 574 845 727
Rentekostnad til foretak

i samme konsern 140 278 017 150 569 426
Annen rentekostnad 8 155 276 520 182
Annen finanskostnad 8 3 711 21 909
Sum finanekostnader 678 437 004 726 967 245
Netto finane -630 748 130 -524 530 419

Ordinzrt resultat fer

skattekostnad -631 272 892 -524 870 614

Skattekostnad pa ordinsrt

resultat -21 770 609 13 681 1294

Ordinzrt resultat etter

skattekostnad -609 502 283 -538 551 808

Areresultat -609 502 283 -538 551 808
Utskriftsdato 31.01.2019 Organisasjonsnr 914 493 420 Side 1 av 3
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Organisasjonsnr: 914 493 420
DISCOVERY NETWORKS NORGE HOLDING AS

BALANSE
Belgp i: NOK Note 2017 2016
BALANSE - ETENDELER
Anleggemidler
Immaterielle eiendeler
Utsatt skattefordel 9 57 783 155 27 523 675
Sum immaterielle eiendeler 57 783 155 27 523 675
Finanesielle anleggemidler
Investering 1 datterselskap 816 209 091 1 906 209 091
Sum finaneielle
anleggemidler 81l 209 091 1 906 209 091
Sum anleggemidler 873 992 246 1l 933 732 766
Omlepemidler
Varer
Fordringer
Andre fordringer 1 322 070 1 277 997
Konsernfordringer 263 020 650 424 065 705
Sum fordringer 264 342 720 425 343 702
Bankinnskudd, kontanter
og lignende
Bankinnskudd, kontanter
og lignende 740 216 1 573 011
Sum bankinnekudd,
kontanter og lignende 740 216 1 573 011
Sum omlepemidler 265 082 936 426 916 713
SUM ETIENDELER 1 139 075 182 2 360 649 479
BALANSE - EGENKAPITAL OG
GJELD
Egenkapital
Innekutt egenkapital
Selskapskapital 4,5 30 000 30 000
Sum innskutt egenkapital 30 000 30 000
Opptjent egenkapital
Annen egenkapital 4,5 -456 554 594 -456 554 594
Udekket tap 1 156 536 460 547 034 177
Sum opptjent egenkapital -1 613 091 054 -1 003 588 771
Sum egenkapital -1 613 061 0b4 -1 003 558 771
Gjeld

Utskriftsdato 31.01.2019 Organisasjonsnr 914 493 420 Side 2 av 3
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Langeiktig gjeld

Annen langeiktig gjeld
Langsiktig konserngjeld
Sum annen langsiktig gjeld

Sum langeiktig gjeld

Korteiktig gjeld
Leverandergjeld
Betalbar skatt

Skyldige offentlige
avgifter

Kortsiktig konserngjeld
Annen kortsiktig gjeld
Sum korteiktig gjeld

Sum gjeld

SUM EGENKAPITAL OG GJELD

Utskriftsdate 31.01.2019

3 1l 496 860 000

1l 496 860 000

1l 496 860 000

194 670

8 488 872

711 058

3 1l 222 893 323

22 988 313
1 265 276 236

2 752 136 236

1 139 075 182

Organisasjonsnr 914 493 420

1l 496

1l 496

37

1 382

446
1 867
3 364

2 360

860
860

860

736
317
595
348

208

649

000
000

000

759
741
601
149
250
250

479
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- Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 914493420

Organisasjonsnr: 914 493 420
DISCOVERY NETWORKS NORGE HOLDING AS

NOTEOPPLYSNINGER - SELSKAP - alle poster oppgitt i hele tall

Regnekapeprinseipper
Arsregnskapet er satt opp etter regnskapsloven. Regnskapsreglene for
smd foretak er fulgt.

Antall aksjer og akejeeiere

Aksjeklasse Ant. aksjer Palvdende Bokfert verdi
Ordinzre aksjer 30000.00 1.00 30000.00
Aksjeeiere - fritekst Antall Eierandel Aksjeklasse
Discovery Communications 30000.00 100.00% Ordinzare
Europe Limited aksjer
Sum Sum antall Sum eierandel

30000.00 100.00%

Yteleer til ledende personer
Er det gitt ytelser til ledende person: Nei

Ledende person

Ytelser til reviejon

Revisjon Arets Fjordrets
175100.00 140000.00

Andre tjenester Arets Fioridrets
50000.00

Sum godtgjerelse til revisor Arvets Fiordrets
225100.00 140000.00

Antall areverk og obligatoriek tjenestepensjon
0.00

Lin og sikkerhetsstillelse til ledende personer og aksjeeiere

Er det gitt lan eller sikkerhetsstillelse til ledende personer: Nei
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Brgnngysundregistrene Arsregnskap regnskapséret 2017 for 914493420

o Mottatt

. Saksbehandier Dares daty Ve dalo
S katte di re ktO ratet Torstein Kinden Helleland 08.06.2016 14 06.2016
Telefon Deres refersnse Var referanse
22078138 Bjem-Olav fohensen 2016/526256

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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2016/5H26256  Side 2av2

"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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Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 914493420

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

Dokumentet er elektronisk godkjent og har derfor ikke handskrevne signaturer

Postadresse Besaksadresse: Sentralbord
Postboks 9200 Grenland Se www skatteetaten.no 800 80 000
0134 Oslo Qrg.nr: 996250318 Telefaks

E-post: skatteetaten.no/sendepost 22 17 08 60

01.11.2020 kI 02:57 Brgnngysundregistrene Side 11 av 196



=t Brgnngysundregistrene Arsregnskap regnskapsaret 2017 for 914493420

pwe

To the General Meeting of Discovery Networks Norge Holding AS

We have audited the financial statements of Discovery Networks Norge Holding AS. The financial
statements comprise the balance sheet as at 31 December 2017, the profit and loss account and the
cash flow statement for the year then ended, and notes to the financial statements, including a
summary of significant accounting 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
2017, and its financial performance and its cash flows 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 (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsthilities for the
Audit of the Financial Statements 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 information in
the annual report, except 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
information 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.

If, 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,
T: , org. no.: 987 009 713 MVA, Www.pwc.no
Statsautoriserte revisorer, medlemmer av Den norske Revisorforening og autorisert regnskapsfererselskap
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Auditors 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 statements 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 frand
or 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.

Our 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 audit conducted in accordance with laws, regulations, and anditing standards and practices
generally accepted in Norway, including 1SAs will always detect a material misstatement 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
basis of these financial statements.

For further description of Auditot’s Respensibilities for the Audit of the Financial Statements
reference is made to hitps://revisorforeningen.no/revisionshersininge

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 preposed allocation of the result 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, Assurance Engagements Other than Audits or Reviews of Historical Financial
Information, it is our opinion that management has falilled 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.

(2)
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Auditers Report - Discovery Networks Norge Holding AS

This audit report replaces our previous audit report as of 1 J uly 2018, 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, 22 January 2019
PricewaterhouseCoopers AS

State Au%@orised Public Accountant
"

2)
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Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 914493420

DISCOVERY NETWORKS NORGE HOLDING AS
Director's report
Discovery Networks Norge Holding AS business is prinarily that of a hotding company,

The Company’s investments in subsidiaries 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 Nerge are valued at
cost method and written down if impairment is deemed necessary. The Company is located in Nydalen in Oslo,

Discovery Networks Norge Holding AS had « loss after tax of NOK 609 502 283 in 2017. The loss after tax is
mizinly due impairiment of its investment in Discovery Nebwarks Norway AS following revised valuation of that
subsidiary, and interest to group companies on loans payable. The 2017 logses are offset by the dividends and
group contribution recetved,

The Company did not have any employees at the end of the fiscal year 2017.

Members of the board are chosen from the relevant and available people with Lhe parent company and {ocal
administration at Discovery Networks Narway AS, The Company hoard aims to have a balance of women and men

inthe board. All board members are men,

The Company’s business does not pollute the enviranment. The Company does not have any costs related to
research and development in 2017.

The Company has negative equity as at 31 December 2017 of NOK 1 613 061 054, The company is reviewing
measures to remediate negative equity by injecting equity from its parent amounting to NOK 1 700 000 000,

Cash flow
The Company’'s cash flow from operations in 2017 amounted to NOK 421 200 292, The difference between the

cash flaw from operational activities and operating loss is primarily due to dividend received from Discovery
Networks Norway AS amounting 1o NOK 560 000 000 offset by interest expense to group companics.

Investing activities are positively impacted by the setilement of group contributions from Discavery Networks
Norway AS.

Cash flow from financing activities primarily include reduction in hank overdraft amounting to NOK 423 653 864,

Liquidity

Discovery Communications, Inc., the ultimate parent undertaking of Discovery Networks Norge Holdihg AS, has
indicated its current intention to support the activities of the Company, inciuding providing the means to enable it
to meet its liabilities as they fall due for at least 12 months from the date of approval of these financial statements.
On that basis, the directars believe it is appropriate for the financial staterents to be prepared on a going concern

basis.

Key risks and uncertainties

The key risk to Discovery Networks Norge Holding AS is the inability to meet interest obligations. The company
has eliminated this risk obtaining a Letter of Support from its ultimate parent Discovery Communications, Inc, The
company’s ultimate pavent has indicated its intention to support the activities of the Company, including
providing the means to enable it to meet its liabilities as they fall due for at least 12 months from the date of
approval of these financial statements,

Page 2o 12
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DISCOVERY NETWORKS NORGE HOLDING AS

Director's report

Shareholders
The Compary’s shares are owned 100 percent by Discovery Communications Europe Limited, which is owned by

the media group Discovery Communications Inc.

Allacation of annual result
The income statement shows a lnss after tax of NOK 609 502 283, which is to be booked (o other equity.

According to reguirements in Norwegian Law of accounting (Regnskapsloven) § 3-3, the board confirms that the
annual repert for 2017 is given under the assumption of going concern.

The board states that the annval report gives a fair and true view of the assets and debt, financiat position and
annual resuit for Discovery Networks Norge Holding AS.

Oslo, £Z January 2019

i— — o o —
g ﬂ\i\i Fell e

ne A. Jensen Jo(;fr])ijlcstra

CEQ/Chairman Bodrd mentber

A ) /’_ ,
o ,ﬂ/dﬂ//,xc/

Eivind Landsverk
Board member
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DISCOVERY NETWORKS NORGE HOLDING AS

Profit and Loss Account fer the year

In NOK Note

Operating expenses
Other operating expense 11

Total operating expenses

Operating Loss

Financia ltems
Rasult from investments in subsidiaries iz
Other finance income
Interest expense to group companies
Other interest expense
Other finance expense 8

Net financial items

2017 2016

{524 762) (340 195)
(524 762) (340 195)
(524 762) {340 195)
{530 000 G0D) (574 845 727}
47688874 201 436 826
(140 278 017) (150569 426)
{8155 276) (530 183}
(3711) (21909}

{630 748 130) {524 530 419)

Profit {loss) before tax

(631272 892)

(524870 615}

Tax expense 9

21770609

(13681 193)

Profit {foss) after tax

{609 502 283)

(538551 808)

Transfer to other equity

(609 502 263)

(538551 808)

TFotal allocations and transfers

{609 502 283)

(538551 808}

Paged of |12
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DISCOVERY NETWORKS NORGE HOLDING AS

Balance Sheetasat 31 December

I NOK Note 2017 2016
Assets
Financial assets

[nvestnents in subsidiaries 2 816 209 091 1906209 091
Tetal financial assets 816 2019091 1906 209091
Current assets

Receivables

Receivables from group companies 3 263020 650 424 (65 705

Qther current receivables 1322070 1277997

Taotal receivables 264 342 720 425 343 702

Bank deposits, cash 740216 1573011
Total current asscts 265082 936 426916713
Long-term assets

Deferred tax assets 9 57 783 155 27523675
Tetal long-term assets 57783 155 27523 675
TOTAL ASSETS 1139075182 2360649479

PageSof 12
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DISCOVERY NETWORKS NORGE HOLDING AS

Balance Sheetasat 3§ December

inNOK

Equity and liabilities

Equity
Share Capital
Accumulated deficit
Qther reserves
Total equity

Debt
Long term liabilities
Total other long-term liabilities

Current liabilities
Accounts payable
Liabilities to group companias
Payable 1ax
Qther current payables
Social charges and nther taxes
Other short-term debt

Total current labilities

Total debt

TOTAL LIABILITIES & EQUITY

Note 2017 2016
4,5 30000 30 000
4,5 (1156 536 460) (547034 177}
4,5 {456 554 594) {456 5514 594)

{1613 061 054}

3 © 1496860000

{1003 558 771)

1496 860 600

1 496 860 000

194 670

3 1222893323

6488872

47029

711058

6 226412684

1496 860 000

1382317 601
376968 759
736741

446 595 148

1255276236

2752136236

1867348 250

3364208250

1139075182

2360649479

Oslo, ”]nn\mry 2019

e R Femel.

;»——
|
!
i
l
y
|

'I‘int\_&(. lensen

CEQ/Chairman

Joz¢f Dijkstra
foatd member

AR

Civind Landsverk
Board mentber
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DISCOVERY NETWORKS NORGE HOLDING AS

Cash Flow Statement

In NOK
P'rofit before tax
+-Tax
+/- Changes in fnventory, debtoss and creditors
+f- Changes tn olher assels and Habililics
+¢- Impairmicnt of investiment in subsidianes
Cash fTow from eperational activities
+/- Change in recervables from group companics

Cash flow from investment activities

+/- Change in Labililies 1o group companies

4/~ Change in other short-term debt

Cash Qow from finuncial activities

MNet change in liquidity throughout the year

+ Liguid reserves 1.1

Liguid reserves 31,12,

2017

2016

(631272 892)

(17 698 759)
194 670

(22 727)

1 090 000 000

421200 242

{524 870 613)

(885 739)
(88 936)
747687

613 703 378

U 605 935

161 145 055

161 043 035

(134 653 933)

(234 653 335)

(159424 278}
(423 653 864)

{215 589 92%)
359319 39|

(583078 142) 143 929 663
{832 796) (118317
1573011 1 691 328

TA0 215 1573011

Fage 7ol 12
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PISCOVERY NETWORKS NORGE HOLDING AS

Notes to financial statements for 2017

1. Accounting principles
The financial statements have been prepared in accordance with Accounling Act of 1998 and the generally

accepted accounting principles {GAAT] in Norway.

Main rules for the valuation and classification of assets and liabilities

Receivables that falf due within one year have been classified as current assets. The glassification of current and
tong-term liability is based on the applicaion of equivalent criteria.

Current assets are valued at the Jower of acquisition cost and net realisable value. Other long-term and current
liabilities are valued at nominal value.

Assets and liabilities in foreign currency
Manetary items denominated in foreign cuirvencies 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 vatue if impairment is not
temporary and it is deemed necessary under GAAP. Any impainment taken is recorded in result from investments
in subsidiaries on the financial statements. Dividends and group contributions from subsidiavies ave recognized as

ather firancial income.

Costs
As a rule, costs are accounted for during the same period as the income to which they are related. In casesin

which there is a clear correlation between expenditure and revenue, the atlocation is determined in accordance
with discretionary criteria. Other exceptions to the matching principle are specified wiere appticable.

Tax and deferred tax
Tax is associated with the accounting profit and comprises current tax and deferred tax for the financial year.

Defarred tax is calculated at 23 percent on all temporary differences between accourting and tax values for 2017
and 24 percent for 2016, For 2017 the tax rate is 24 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.

Casl Aow statement
The cash flow statement is prepared in accordance with the indirect method. Cash and cash equivalents include

cash, bank deposits and other short-term, liquid placements that are immediate and with a significant exchange
risk be converted inte known cash amounts and have a remaining maturity of less than three months from the
date of acquisition.

Page 8ot 12
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PISCOVERY NETWORKS NORGE HOLDING AY

Wotes fafinansfol statements tar 2087

Zoinvertorents i subsidiapies
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Marng ol {empany Paoration  (wirershin nfshares Fepusty 2087 Net ook valiue

v every Motk Herwiy FOt e Ve b S5 RAZ YOS R Ry R Y] FLG U (9]

Ak
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e Yalve TVE
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Fei 3 §oy LPELHTR [REE

BEG 20009}
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G54 Toie snfibe o
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B s bosoness svbbress o Nedalen w004
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Lotg tero Hab#itics 17 2016
The beng teem deb o 10 Dicpoves v Temmmanezatio. .
The bl o ety Lyvombog N Sar 1400 Bed (o 3 &y BED OO
Trtat 1496 R0 000 1 454 BHR 000
RESIRNEILISTS (6T b I SE AR {75 D v adie olet Syears,
2087 Wt

Reeehvatden feom group companics

FRVAONGER

o nery foelworks Woraay A%
froen vy Netws o oy foneedlep AR 1ORE A7

54 RS on?
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{1 e AL BB ZRT et 3G
263020649 424 06% V08

Heetvnoiy Communw atos Lurop
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2036
PRz 317 a0

Edabilities to graup companies

et Hestdin A

Fieation Fuoupe Lid
12228931323 Pas2 317 601
Fagun i . ate
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DISCOVERY NETWORKS NORGE HOLDING AS

Nates ¢o financial statements for 2017

5. Sharchotder Information

Ownership siructure:

Number
Name of Company Location Owmnership of shares Vote Percentage
Discovery Communications Europe Limited UK 100 % 30600 100 %

There is only one class of shares, Each share has equal right to vate. Face value per share is NOK 1.00,

Discavery Networks Narge Holding AS is included both in the consolidated financial statements of Discovery Communications lac,
Silver Springs, Maryland, USA. The consolidated financial statements ca be obtained on https://carporate.discovery.com

6. Other Short term Debt 2017 2016
Bank Overdraft 22941 281 446 555 148
Total 22941284 446 595 148

7. Salaries and remunerations
The Company did not have any eraployees at the end of the fiscal year 2017 and thus no salary expenses and Board of Directors did rot
receive any remuneration in 2017,

8, Other Finance Expense 2017 2016
Bank interest 3711 21909
3711 21909

Total

Page 10 of 12

01.11.2020 kI 02:57

Brgnngysundregistrene

Side 24 av 196



__- Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 914493420

DISCOVERY NETWORIKS NORGE HOLDING AS

Naotes to financial statements for 2017

9. Income Taxes

Temporary differences that is part of deferred tax asset/liahility
Net temporary dilferences

Losses and losses carried forward

Basis for deferred tax assets/liakility on the balance sheet

Delerred tax assets/lability

Unrecognized deferred tax assets

Deferred tay assets/Hability

Iasis for current tax, change in deferred tax and tax payable

Ordinary (loss} / profit hefore tax

Clange in temporary differences that will not be part of the base for deferred tax
Permanent differences

Base for current tax

Change in temiperary differences

Change in losses carried forward

Group contributions directly capitalized

Basc fer tax payable

Group cantributions directly capitalized

Taxable incame

current tax on balance sheet calculated as follows:

Girrent tax before annual profit {24% of base for tax payable)

Current tax on group contributions

Toratearrent tax

Change in Unrecognized deferred tax assets

Change irs Unrecognized deferred tax assets due to change in tax pereent
Qther

Tax credit {2495 of the base}

Reconciliation of current tax
Ordinary (foss) / profit before tax
Cateulated tax (25%/27%)
Current tax

Difference

Difference consists efthe following:

25% /27% of permanent differences

Change in deferred tax asset/liability due te change i tax percent
Change in Unrecognized deferred tax assets

Other

Explained ditterence

Page 1l af 12

2017
{251 231 106)

2016
{114 681 978)

(251231 1085)

(114 681 978)

(57 783 154)

(27 523 675)

(57783 154)

(27 523 675)

(631 272 892)

(524 BP0 615}

530 094 065 575 008 700
(101178 B27) 50 138 085
136 549 128 100 656 953
35370301 15G 795 038
35 370 301 150 795 038
8480 872 37 698759
8488 872 37 698 759
(32771 791) (25 164 238)
2512311 1146820

- (148)

(21 770 607) 13681 193
(631 272892) (524 870 615)
(151505 494) (131217 654)
(21770 607) 13 681 193
129734 887 144 898 §47
127222576 143752175
2512311 1146 820

- (148)

129 734 887 144 898 847
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9, Income Taxes (continued)

Specification nf basis for tax payable:
Fax payable in the current tax

Not pald tax previous years

Tax elfect of group contribution etc.
Tax payable on the Balance Sheet

10, Merger

PISCOVERY NETWORKS NORGE HOLDING AS

Notes to financial statements fer 2017

2017 2016
B488BT2 37698 759
§488872 37698759

Qn September 16, 2016 the Board of Directars decided in accordance sith the re-organisation plan ef the Discovery Group structure ta
implement a vertical merger hetween Giscovery Networles Norway Holding AS and Discovery Netwarks Norge Holding AS, with
Discovery Networks Norge Holding AS as the surviving company. The merger was retraactively effective for aceounting and tax

purpeses on January 1, 2016,

The aecounting racthad adopted for the merger was the Continuity Method. All transactions between the companies were eliminated.

11, Other operating expense

Other operating expense includes fees from amditor for FY 17, and the hrealdown is as follows:

Audit fees
Other non-andit services
Total

12, Result from investments in subsidiaries

2017 2016

175100 140000
50 000 -

225 10D 140000

Results from investment in subsidiaries for the year 2017 included a dividend received from Discovery Networks Norway AS of NOK
5610 000 400 and impairment of shares held in Discovery Networks Norway AS of NOK 1 090 000 000. Impairment recarded for the

year 2016 was NOK 615 703 578,

Page 120f12
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

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

For the fiscal year ended December 31, 2017

OR
1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 001-34177

IScovery

COMMUNICATIONS

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

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

One Discovery Place
Silver Spring, Maryland 20910

(Address of principal executive offices) (Zip Code)

(240) 662-2000

(Registrant’s telephone number, including area code)

Securities registered pursnant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered
Series A Comunon Stock, par value $30.01 per share The NASDAQ Global Select Market
Series B Comumon Stock, par value $0.01 per share The NASDAQ Global Select Market
Series C Common Stock, par value $0.01 per share The NASDAQ Global Select Market

Securities registered pursuant to Section 12(g) of the Act:
None
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Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes @ No O

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes {1 No #d

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Sectionn 13 or 15(d}) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file
such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes ¥ No O

Indicate by check mark whether the Registrant has submitted electronically and posted on its corporate Web site, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter)

during the preceding 12 months (or for such shorter period that the Registrant was required to submit and post such
files). Yes 8 No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is
not contained herein, and will not be contained, to the best of Registrant’s knowledge, n definitive proxy or information statements
ncorporated by reference in Part TIT of this Form 10-K or any amendment to this Form 10-K. {1}

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company or an emerging growth company. See the defimtions of “large accelerated filer,” “accelerated filer,”
“smaller reporting company,” and "emerging growth company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated

filer 3] Accelerated filer 8]

Non-accelerated Smaller reporting
filer &1 (Do not check 1f a smaller reporting company) company |

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period

for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange
Act. 1

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act), Yes £ No B

The aggregate market value of voting and non-voting common stock held by non-affiliates of the Registrant computed by
reference to the last sales price of such stock. as of the last business day of the Registrant’s most recently completed second fiscal

quarter, which was June 30, 2017, was approximately $9 billion.

Total number of shares outstanding of each class of the Registrant’s common stock as of February 21, 2018 was:

Series A Common Stock, par value $0.01 per share 155,613,008
Series B Common Stock, par value $0.01 per share 6,512,379
Series C Common Stock, par value $0.01 per share 219,782,537

DOCUMENTS INCORPORATED BY REFERENCE

Certain information required in Item 10 through ITtem 14 of Part IIT of this Annual Report on Form 10-K is incorporated
herein by reference to the Registrant’s definitive Proxy Statement for its 2018 Annual Meeting of Stockholders, which shall be
filed with the Securities and Exchange Commission pursuant to Regulation 14A of the Securities Exchange Act of 1934, as
amended, within 120 days of the Registrant’s fiscal year end.
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PART I

ITEM 1. Business.

” 4

For convenience, the terms “Discovery,” the “Company,” “we,” “us” or “our” are used 1 this Annual Report on Form 10-K
to refer to both Discovery Communications, Inc. and collectively 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 comection with Discovery Holding Company
(“DHC”) and Advance/Newhouse Programming Partnership (“Advance/Newhouse”) combining their respective ownership
interests in Discovery Communications Holding, LL.C (“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 IP media company that provides content around the world via linear platforms, including pay-television
("pay-TV"), free-to-air ("FTA") and broadcast television, as well as various digital distribution platforms, including ad-supported
TV Everywhere ("TVE") offerings, subscription-based direct-to-consumer products, digital and mobile-first, social media
platforms and over-the-top streaming services. We also enter into content licensing agreements. As one of the world’s largest pay-
TV progranuners, we provide original and purchased content and live events to more than 3 billion cumulative subscribers and
viewers worldwide through networks that we wholly or partially own. We distribute customized content in the U.S. and
approximately 220 other countries and territories m over 40 languages. Our global portfolio of networks mecludes promment
nonfiction television brands such as Discovery Channel, our most widely distributed global brand, TLC, Investigation Discovery,
Animal Planet, Science and Velocity (known as Turbo outside of the U.S.). Our portfolio includes Eurosport, a leading sports
entertaimnent provider and the Olympic Games (the " Olympics") across Europe, as well as Discovery Kids, a leading children’s
entertaimment brand in Latin America. We participate in joint ventures including Group Nine Media ("Group Nine"), a digital
media holding company home to top digital brands including NowThis News, The Dodo, Thrillist and Seeker, as well as The
Enthusiast Network ("TEN"), a leading digital media company for aute fans which includes our Veloeity network and Motor Trend
On Demand. We operate a portfolio of additional websites, digital direct-to-consumer products, a production studio and
curriculum-based education products and services.

Our objectives are to nvest in high-quality content for our networks and brands to build viewership, optimize distribution
revenue, capture advertising sales, and create or reposition branded channels and businesses to sustain long-term growth and
occupy a desired content mche with strong consumer appeal. Our strategy 1s 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, including brand-aligned websites, online streaming, mobile devices,
video on demand ("VOD") and broadband channels, which provide promotional platforms for our television content and serve as
additional outlets for advertising and distribution revenue. Audience ratings are a key driver in generating advertising revenue and
creating demand on the part of cable television operators, direct-to-home ("DTH") satellite operators, telecommurication service
providers, and other content distributors who deliver our content to their customers.

Our content spans genres including swvival, exploration, sports, lifestyle, automobiles, general entertainment, heroes,
adventure, crime and mvestigation, health and kids. We have an extensive library of high-defimtion content and own rights to the
majority of our content and footage, which enables us to exploit our library to launch brands and services into new markets
quickly. 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 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 network brands, and International Networks, consisting primarily of
international television network brands. In addition, Education and Other consists principally of curriculum-based product and
service offerings and a production studio. Cur segment presentation aligns with our management structure and the financial
information management has used to make strategic and operating decisions, such as the allocation of resources and business
performance assessments. Financial information for our segments and the geographical areas in which we do business 1s set forth
inItem 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and Note 21 to the
consolidated financial statements included 1n Item 8, “Financial Statements and Supplementary Data” i this Annual Report on
Form 10-K. Our global brands are described below.
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ANTICIPATED ACQUISITION

Scripps Networks Interactive, Inc. ("Scripps Networks')

On February 26, 2018, the 11.S. Department of Justice notified the Company that it has closed its investigation into
Discovery's agreement for a plan of merger (the "Merger Agreement") to acquue Scripps Networks 1n a cash-and-stock transaction
(the "Scripps Networks acquisition"). Scripps Networks 15 a global media company with lifestyle-oriented content, such as home,
food, and travel-related programming. The Scripps Networks portfolio of networks includes HGTV, Food Network, Travel
Charmel, DIY Network, Cooking Channel and Great American Country, and TVN S.A s (“TVN™) portfolio of networks outside
the United States. Additionally, outside the United States, Scripps Networks participates in UKTV, a joint venture with BBC
Worldwide Lunited (the “BBC”). The estunated meiger consideration for the acquisition totals $12.0 billion, including $8.4 billion
of cash and $3.6 billion of our Series C common stock based on ouwr Series C common stock prices as of January 31, 2018. In
addition, the Company will assume approximately $2.7 billion of Scripps Networks' net debt. The transaction 1s expected
to close in early 2018.

Scripps Networks shareholders will receive $63.00 per share in cash and a number of shares of Discovery's Series C common
stock that is determined in accordance with a formula and subject to a collar based on the volume weighted average price of the
Company's Series C common stock. The formula is based on the volume weighted average price of Discovery's Series C common
stock over the 15 trading days ending on the third trading day prior to closing (the “Average Discovery Price™). Scripps Networks
shareholders will receive 1.2096 shares of Discovery's Series C common stock if the Average Discovery Price 1s below $22.32, and
0.9408 shares of Discovery's Series C common stock if the Average Discovery Price 1s above $28.70. The intent of the range was
to provide Scripps Networks shareholders with $27.00 of value per share in Discovery Series C common stock; if the Average
Discovery Price 1s greater than or equal to $22.32 but less than or equal to $28.70, Scripps Networks shareholders will receive a
proportional number of shares between 1.2096 and 0.9408. If the Average Discovery Price 1s below $25.51, Discovery has the
option to pay additional cash instead of 1ssuing more shares above the 1.0584 conversation ratio required at $325.51. The cash
payment is equal to the product of the additional shares required under the collar formula multiplied by the Average Discovery
Price;, for example, if the Average Discovery Price were $22.32 with a conversion ratio of 1.2096, the Company could offer shares
at the 1.0584 ratio and pay for the difference associated with the incremental shares 1 cash. Cutstanding employee equity awards
or share-based awards that vest upon the change of control will be acquired with a similar combination of cash and shares of
Discovery Series C common stock pursuant to terms specified in the Merger Agreement. Therefore, the merger consideration will
fluctuate based upon changes in the share price of Discovery Series C common stock and the number of Seripps Networks
common shares, stock options, and other equity-based awards outstanding on the closing date. Discovery will also pay certain
transaction costs meurred by Scripps Networks. The post-closing impact of the formula was intended to result in Scripps Networks’
shareholders owning approximately 20% of Discovery’s fully diluted commnon shares and Discovery’s shareholders owning
approximately 80%. The Company will utilize the proceeds of the senior notes offering described below, borrowings under certain
term loans (see Note 9 to the accompanying consolidated financial statements) and cash on hand to finance the cash portion of the
transaction. The transaction 1s subject to regulatory approvals and other customary closmg conditions.

Tohn C. Malone, Advance/Newhouse and members of the Scripps family entered into voting agreements to vote in favor of
the transactions (the “Advance/Newhouse Voting Agreement”) and the stockholders of both Discovery and Scripps Networks
approved the transaction on November 17, 2017, In addition, Advance/Newhouse has provided its consent, 1 its capacity as the
holder of Discovery’s outstanding shares of Series A preferred stock, for Discovery to enter into the Merger Agreement and
consuminate the merger. In connection with this consent. Discovery and Advance/Newhouse entered into an exchange agreement
pursuant to which Advance/Newhouse exchanged all of its shares of Series A and Series C preferred stock of Discovery for shares
of newly designated Series A-1 and Series C-1 preferred stock of Discovery. The exchange transaction did not change the
aggregate number of shares of Discovery’s Series A common stock and Series C common stock that are beneficially owned by
Advance/Newhouse or change voting rights or liquidation preferences afforded to Advance/Newhouse. Discovery valued the
securities immediately prior to and immediately after the exchange and determined that the exchange increased the fair value of
Advance/Newhouse’s preferred stock by $35 million. Discovery does not believe the exchange 1s considered significant and does
not reflect an extinguishment of the previously issued preferred stock for accounting purposes. Accordingly, Discovery has
accounted for the exchange of the previously issued preferred stock as a modification, which is measured as the increase in fair
value of the preferred stock held by Advance/Newhouse. The impact of the modification has been recorded as a component of
selling, general and administrative expense. (See Note 3 and Note 12 to the accompanying consolidated financial statements). All
of Discovery's direct costs of the Scripps Networks acquisition will be reflected as a component of sellng, general and
administrative expense in the consolidated statements of operations.

On September 21, 2017, Discovery Commumcations, LLC ("DCL") 1ssued a series of senior notes to partially fund the
acquisition of Scripps Networks with an aggregate principal amount of $6.8 billion. With the exception of $900 million in senior
notes that mature in 2019, the senior notes contain a special mandatory redemption feature requiring the Company to redeem the

5
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notes for a price equal to 101% of the principal amount plus any acerued and unpaid interest on the senior notes in the event that
the Scripps Networks acquisition has not closed on or prior to August 30, 2018, or if the Merger Agreewment 1s terminated prior to
that date. While the Company expects to complete the acquisition on or before the deadline, unanticipated developments could
delay or prevent the acquisition. As such, the Company cannot ensure that it will complete the acquisition by August 30, 2018. (See
Note 3 to the accompanying consolidated financial statements).

Global Network Brands

Subscriber statistics set forth in 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 Nielsen Media Research. International subscriber
and viewer statistics are derived from mternal data coupled with external souwrces when available. As used herein, a “subscriber” 1s
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 chatge pursuant to various pricing plans that include free periods and/or free carriage. The term “cumulative subscribers”
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 our networks from theur pay-TV provider represent two subscribers, but 10 cumulative
subscribers. The term "viewer" is a single household that receives the signal from one of our networks using the appropriate
receiving equipment without a subscription to a pay-TV provider.

Our global brands are the following:

s Discovery Chamnel reached approximately 91 million subscribers in the U.S. and 6 million subscribers through a licensing
arrangement with partners in Canada included in the U.S. Networks segment as of December 31, 2017. Discovery
Channel reached approximately 340 million subseribers in intermational markets as of December 31, 2017 mcluding the
Discovery HD Showcase brand.

*  Discovery Chamnel 1s dedicated to creating the highest quality non-fiction content that informs and entertains its
consumers about the world in all its wonder, diversity and amazement. The network offers a signature mix of high-end
production values and vivid cinematography across gemres including seience and technology, exploration, adventure,
history and in-depth, behind-the-scenes glimpses at the people, places and organizations that shape and share our world

+  Discovery Channel content includes Gold Rush, Naked and Afraid, Deadliest Catch, Fast N' Loud, Street Outlaws,
Alaskan Bush People, Manhunt: UNABOMBER, and recently, the return of Cash Cab. Discovery Channel 1s also home to
Shark Week, the network's long-running amwal summer TV event

+  Taiget viewers are adults aged 25-54, particularly men.
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TIL|C

TLC reached approximately 89 million subscribers in the U.S. as of December 31, 2017, and also reached 9 million
subscribers in Canada that are included m the U.S. Networks segment as of December 31, 2017. TLC content reached
approxunately 375 million subscribers in international markets as of December 31, 2017 mcluding the Home & Health,
Real Time and Travel & Living brands.

TLC celebrates remarkable real-life stories without judgment, programming genres that include fascinating families,
heartwarming transformations and life's milestone moments.

Content on TLC includes the 90 Day Fiancé franchise, Little People, Big World, Long Island Medium, Outdaughtered and
returning in 2018, Trading Spaces.

Target viewers are adults aged 25-54, particularly wonten.

e

o

PLANET

Amnimal Planet reached approximately 87 million subscribers in the 1.3, and 2 million subscribers through a licensing
arrangement with partners in Canada included in the U.S. Networks segment as of December 31, 2017. Animal Planet
reached approximately 263 million subscribers in international markets as of December 31, 2017.

Animal Planet immerses viewers in the full range of life in the animal kingdom with rich, deep content via multiple
platforms. offering animal lovers access to a centralized, television, digital social and mobile community for immmersive,
engaging, high-quality entertainment, information and enrichment.

Content on Animal Planet includes River Monsters, Tanked, Pit Bulls & Parolees, The Zoo, Dr. Jeff: Rocky Mountain Vet,
Treehouse Masters and Puppy Bowl.

Target viewers are adults aged 25-54.
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o

WVESICOVERY

»  Investigation Discovery ("ID") reached approximately 84 million subscribers m the U.S. and 1 million subscribers
through a licensing arrangement with partners in Canada included in the U.S. Networks segment as of December 31,
2017. ID reached approximately 167 million subscribers in international markets as of December 31, 2017.

* ID 1s a leading mystery and suspense network. From harrowing crimes and salacious scandals to the in-depth mvestigation
and heart-breaking mysteries behind these "real people, real stories,” ID challenges our everyday understanding of culture,
society and the human condition.

*  ID content includes the American Murder Mystery franchise, Homicide Hunter: Lt. Joe Kenda, People Magazine
Investigates, Deadline: Crime with Tamron Hall and On The Case With Paula Zahn.

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

*  Science Channel reached approximately 65 million subscribers in the U.S. and 2 million subscribers through a licensing
arrangement with partners in Canada included in the U.S. Networks segment as of December 31. 2017. Science Channel
reached approximately 117 million subscribers in international markets as of December 31, 2017.

*  Science Channel is home to all things science around the clock. Science Channel is the premiere TV, digital and social
community for those with a passion for science, space, technology, archeclogy, and engineering.

+  Content on Science Chammel includes MythBusters, Street Science, Qutrageous Acts of Science, What on Earth?, How the
Universe Works and How It's Made.

+  Taiget viewers are adults aged 25-54.
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*  Velocity reached approximately 73 million subscribers m the U.S. as of December 31, 2017, Velocity reached
approximately 114 million subscribers in international markets, where the brand is known as Turbo, as of December 31,
2017

v Velocity engages viewers with a variety of high-octane, action-packed, intelligent thrilling automeotive 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.

+  Content on Velocity includes Wheeler Dealers, Texas Metal, Iron Resurrection and Barrett-Jackson Live.

*  In 2017, Discovery formed a jomt venture ("VTEN") with Velocity and TEN to create a leading automotive digital media
company comprised of consumer automotive brands including Motor Trend, Hot Rod, Automobile, and more. Motor
Trend On Demand, which is part of the transaction and 1s being enhanced with Velocity content, represents the Company's
first direct-to-consumer opportunity in the U.S. Discovery has a 67 5% ownership interest in the new joint venture. The
joint venture is controlled and consolidated by Discovery. (See Note 3 to the accompanying consolidated financial
statements.)

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

U.S. NETWORKS

U.S. Networks generated revenues of $3 4 billion and adjusted operating income before depreciation and amortization
("Adjusted OIBDA") of $2.0 billion during 2017, which represented 50% and 80% of our total consolidated revenues and Adjusted
OIBDA. respectively. Our U.S. Networks segment owns and operates 11 national television networks, including fully distributed
television networks such as Discovery Chamnel, TLC and Animal Planet.

U S. Networks generates revenues from fees charged to distributors of our television networks” first run content, which
include cable, DTH satellite and telecommunication service providers, referred to as affiliate fees; fees from distributors for
licensed content and content to equity method mvestee networks, referred to as other distribution revenue; fees from advertising
sold on our television networks and digital products, which includes our GO suite of TVE applications and our virtual reality
product, Discovery VR fees from providing sales representation, network distribution services; and revenue from licensing our
brands for consumer products. During 2017, distribution, advertising and other revenues were 47%, 51% and 2%, respectively, of
total net revenues for this segment.

Typically, our television networks are aired pursuant to multi-year carriage agreements that provide for the level of carriage
that our networks will receive and for ammual graduated rate increases. Carriage of our networks depends on package mclusion,
such as whether networks are on the more widely distributed, breader 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-winming shows and series from 10 U.S
networks in the Discovery portfolio: Discovery Chamnnel. TLC, Animal Planet, ID, Science Channel, Velocity, Discovery Family
Channel, Destination America, American Heroes Chamnel ("AHC") and Discovery Life. The Oprah Winfrey Network ("OWN"), a
consolidated subsidiary as of November 30, 2017, 1s currently on the Watch OWN application. During 2017, we achieved
incremental increases in U.S. digital platform consumption. We also provide our networks to consumers as part of subscription-
based over-the-top services provided by DirectTV Now, Sony Vue and Philo.

Advertising revenue is generated across multiple platforms and is based on the price received for available advertising spots
and 1s dependent upen a number of factors ncluding the number of subscribers to our channels, viewership demographics, the
popularity of our programming, our ability to sell commercial time over a portfolio of channels and leverage multiple platforms te
connect advertisers to target audiences. Inthe U.S., 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 i advance, lock m the advertising
rates they will pay for the upcoming vear. Many upfront advertising commitments include options whereby advertisers may reduce
purchase comumitiments. In the scatter market, advertisers buy advertising closer to the time when the commercials will be run,
which often results in a pricing premium compared to the upfront rates. The mix of upfront and scatter market advertising time sold
13 based upon the economic conditions at the tune that upfront sales take place, unpacting the sell-out levels management 1s willing
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or able to obtain. The demand in the scatter market then impacts the pricing achieved for our remaining advertising inventory.
Scatter market pricing can vary from upfront pricing and can be volatile.

In addition to the global networks described in the overview section above, we operate networks in the U.S. that utilize the
following brands:

OWN reached approximately 76 million subscribers in the U.S. as of December 31, 2017.

OWN 15 the first and only network named for, and inspired by, a single iconic leader. OWN 1is a leading

destination for premium scripted and unscripted progranmuning from today's most mmovative storytellers, meluding award-
winming filmmaker Ava DuVemay (Queen Sugar), writers/producers Mara Brock Akil and Salun Akil (Love Is ), and
upcoming projects from Academy Award-winning writer Tarell Alvin McCraney and Emmy Award-nominated producer/
writer Will Packer.

Target viewers are African-American women aged 25-54.

On November 30, 2017, the Company acquired from Harpo, Inc. ("Harpo") a controllng nterest in OWN, mcreasing
Discovery’s ownership stake from 49.50% to 73.99%. OWN is a pay-TV network and website that provides adult lifestyle

and entertaimnent content, which is focused on African Americans. As a result of the transaction on November 30, 2017,
the accounting for OWN was changed from an ecuity method investment to a consolidated subsidiary.

siscoverye
Fami

We have a 60% controlling financial interest in Discovery Family and account for it as a consolidated subsidiary. Hasbro,
Ine. ("Hasbro") owns the remaimng 40% of Discovery Family.

Discovery Family reached approximately 58 million subscribers in the U.S. as of December 31, 2017
Discovery Family reached approximately 8 million viewers in international markets as of December 31, 2017.

Discovery Family 1s programmed with a mix of original series, family-friendly movies, and programming from
Discovery’s nonfiction library and Hasbro Studios’ popular animation franchises.

Content on Discovery Family includes My Little Pony: Friendship is Magic and E questria Girls, Zak Storm, Littlest Pet
Shop, lifestyle programuming and family-friendly movies.

Target viewers are children aged 2-11, family inclusive and adults aged 25-54.

10

01.11.2020 kI 02:57 Brgnngysundregistrene Side 44 av 196



- Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 914493420

AH

AMERICAN HEROES
CHANNEL

s AHC reached approximately 51 million subscribers in the U.S. as of December 31, 2017. AHC also reached
approximately 1 million subseribers through a licensing arrangement with partners in Canada meluded i the U.S.
Networks segment as of December 31, 2017.

*  AHC provides a rare glimpse nto major events that shaped our world, visionary leaders and unexpected herces who made
a difference, and the great defenders of our freedom.

s Content on AHC includes Gunsiingers, Apocalypse WIVI and America: Fact vs. Fiction.

+  Target viewers are adults aged 35-64, particularly men.

DESTINATION
AMERICA

+  Destination America reached approximately 48 million subscribers in the U.S. as of December 31, 2017,

*  Destination America celebrates the people. places and stories of the United States, showcasing programming about myths,
legends, food, adventure, natural history, and iconic landscapes from Alaska to Appalachia.

s Content on Destination America includes Ghosts of Shepherdstown, Haunted Towns, Paranormal Lockdown, Mountain
Monsters, A Haunting and Ghost Brothers.

s Target viewers are adults aged 18-54.

PECOVERY

*  Discovery Life reached approximately 46 million subscribers in the U.S. as of December 31, 2017.
s Discovery Life reached approximately 8 million subscribers i international markets as of December 31, 2017.

+  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 Untold Stories of the E.R., Body Bizarre, My Strange Addiction, Emergency 24/7 and
Diagnose Me.

+  Taiget viewers are adults aged 25-54.
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INTERNATIONAL NETWORKS

International Networks generated revenues of $3.3 billion and Adjusted CIBDA of $859 million during 2017, which
represented 48% and 34% of our total conselidated revenues and Adjusted OIBDA. respectively. Our International Networks
segiment principally consists of national and pan-regional television networks and brands that are delivered across multiple
distribution platforms. This segment generates revenue from operations in virtually every pay-TV market m the world through an
infrastructure that includes operational centers in London, Warsaw, Milan, Singapore and Miami. Global brands include Discovery
Charmnel, Animal Planet, TLC, ID. Science Channel and Turbo (known as Velocity m the U.S.), along with brands exclusive to
International Networks. including Eurosport. Discovery Kids, DMAX and Discovery Home & Health. As of December 31, 2017,
International Networks operated over 400 unique distribution feeds in over 40 languages with channel feeds customized according
to language needs and advertising sales opportunities. International Networks also has FTA networks in Burope and the Middle
East and broadeast networks in Denmark, Norway and Sweden, and continues to pursue further international expansion. FTA and
broadcast networks generate a significant portion of International Networks' revenue. The penetration and growth rates of
television services vary across countries and territories depending on numerous factors including the dominance of different
television platforms m local markets, While pay-TV services have greater penetration in certain markets, FTA or broadcast
television is dominant in others. International Networks has a large international distribution platform for its 37 networks, with as
many as 14 networks distributed in any particular country or territory across approximately 220 countries and territories around the
world. International Networks pursues distribution across all television platforms based on the specific dynamics of local markets
and relevant conunercial agreements.

Effective January 1, 2018, we realigned our International Networks management reporting structure. The table below
represents the reporting structures during the periods presented in the consolidated financial statements.

Reporting Structure effective Reporting Structure effective Reporting Structure effective
January 1, 2018 Jamary 1, 2017 January 1, 2015
Burope; Middle Eastand Africa: - CEEMEA; expanded to include - Central and Eastern Burope,
("EMEA"Y; includes'the former, " Belglum the Netherlands and vecet Middle Bast and Africa :
CEEMEA; Southern Europe,: i Luxembourg ; G CEEMEA") inchided Germany,

‘Nordics and the UK s '_ ) i SW1tzer1and andAustna
“Additionally, the ‘grouping - w e L o S
“rincludes Australia-and New _.

" Zealand, previously includéd as -

- part of Asia“Pacific

Nordics . Northern Embpé included the
Nordics, UK, Netherlands,

UK. Belgium and Luxembourg
Southern Europe . __ Southern Burope
Latin America Latin America Latin America
Asig-Pacific now excludes Uy A51a Paclflc """"""" Asia-Pacifig:

i _Australla and New Zealand

In addition to the global networks described in the overview section above, we operate networks internationally that utilize
the following brands:

»*—UROSPORT

»  Burosport is the leading sports entertamnient provider across Europe with the following TV brands: Eurosport 1.
Eurosport 2 and Burosport News, reaching viewers across Europe and Asia, as well as Eurosport Digital, which includes
Eurosport Player and Eurosport.comnt.

»  Subscribers reached by each brand as of December 31, 2017 were as follows: Burosport 1: 154 million; Euresport 2: 82
million; and Eurosport News: 6 million.
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s EBurosport telecasts live sporting events with both local and pan-regional appeal and its events focus on winter sports,
oycling and tenms, including the Tour de France and it 13 the home of Grand Slam teruus with all four tournaments.
Important local sports rights include Bundesliga and MotoGP. In addition, Eurosport has increasingly invested in more
exclusive and localized rights to drive local audience and commercial relevance.

*  We have acquired the exclusive broadeast rights across all media platforms throughout Europe for the four Olympic
Games between 2018 and 2024 for €1.3 billion ($1.5 billion as of December 31, 2017). The broadeast rights exclude
France for the Olympic Games in 2018 and 2020, and exclude Russia. In addition to FTA broadcasts for the Olympic
Gantes, many of these events are set to air on Burosport's pay-TV platforms, and every minute of the Olympic Games will
be available exclusively on the Eurosport Player, the network’s direct-to-consumer streaming service.

*  OnNovember 2, 2016, we anmounced a long-terin agreement and joint venture partnership with BAMTech ("MLBAM") a
technology services and video streaming company, and subsidiary of Major League Baseball's digital business, that
meludes the formation of BamTech Europe, a jomnt venture that will provide digital technology services to a broad set of
both sports and entertainment clients across Europe.

DMAX

+  Asof December 31, 2017, DMAX reached approximately 102 million viewers through FTA networks, according to
internal estimates.

+  DMAX s amen’s factual entertamment channel m Asia and Europe.

discoery kids~

*  Discovery Kids reached approximately 122 million viewers, according to mternal estimates, as of December 31, 2017.

s Discovery Kids i1s a leading children's network in Latin America and Asia.
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Our International Networks segiment also owns and operates the following regional television networks, which reached the
following number of subscribers and viewers via pay and FTA or broadcast networks, respectively, as of December 31, 2017

International
Subscribers/Viewers
Television Service {millions)

Quest FTA 66
Dsport FTA 43
Nordic broadeast networks™ Broadcast 34
Quest Red FTA 27
Gialle FTA 25
Frisbee FTA 25
Focus FTA 25
K2 FTA 25
Nove FTA 25
Discovery HD World Pay 17
DKISS Pay 15
Shed Pay 12
Discovery HD Theater Pay 11
Discovery History Pay 10
Discovery Civilization Pay 8

Discovery World Pay 6

Discovery en Espanol (U.S.) Pay 6

Discovery Familia (U.S.) Pay 6

Discovery Historia Pay 6

@ Number of subscribers corresponds to the sum of the subscribers to each of the Nordic broadeast networks in Sweden, Norway, Finland and
Denmark subject to retransmission agreements with pay-TV providers. The Nordic broadeast networks include Kanal 5, Kanal 9, and Kanal 11 in
Sweden, TV Norge, MAX, FEM and VOX in Norway, TV 5, Kutonen, and Frii in Finland, and Kanal 4, Kanal 5, ¢'eren, and Canal 9 in Denmark

Siular to U.S. Networks, a sigmficant source of revenue for International Networks relates to fees charged to operators who
distribute our linear networks. Such operators primarily include cable and DTH satellite service providers, internet protocol
television ("IPTV") and over-the-top operators ("OTT"). 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 enviromment with
varying degrees of investment from operators to expand channel capacity or convert to digital technologies. Comimon practice in
mternational markets results m long-term contractual distribution relationships with terms generally shorter than similar customers
i the U.8. Distribution revenue for our Intemational Networks segment is largely dependent on the number of subscribers that
receive our networks or content, the rates negotiated in the distributor agreements, and the market demand for the content that we
provide.

The other significant source of revenue for International Networks relates to advertising sold on our television networks and
across other distribution platforms, similar to U S. Networks. Advertising revenue 1s dependent upon a number of factors,
including the development of pay and FTA television markets, the number of subscribers to and viewers of our chanmels,
viewership demographics, the popularity of our programming, and our ability to sell commercial time over all media platforms. In
certain markets, our advertising sales business operates with in-house sales teams, while we rely on external sales representation
services in other markets.

During 2017, distribution, advertising and other revenues were 57%, 41% and 2%, respectively, of total net revenues for this
segiment. While the Company has traditionally operated cable networks, in recent years an increasing portion of the Company's
international advertising revenue is generated by FTA or broadcast networks, unlike U.S. Networks. During 2017, FTA or
broadcast networks generated 54% of International Networks' advertising revenue and pay-TV networks generated 46% of
International Networks' advertising revenue.

International Networks' largest cost 1s content expense for localized programming disseminated via more than 400 unique
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 films, television series and
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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 remaming total lifetune revenues, wlhich results i either 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.
More than half of International Networks' content 1s amortized using an accelerated amortization method. while the remainder is
amortized on a straight-line basis. The costs for multi-year sports programming arrangements are expensed when the event is
broadeast based on the estimated relative value of each compoenent of the arrangement.

While International Networks and U.S. Networks have similarities with respect to the nature of operations, the generation of
revenue and the categories of expense, International Networks have a lower segment margin due to lower economies of scale from
being in over 220 markets requiring additional cost for localization to satisfy market variations. International Networks also
include sports and FTA broadcast channels, which drive higher costs from sports rights and production and investment in broad
entertaimnent programming for broadcast networks.

On June 23, 2016, the UK. held a referendum in which voters approved an exit from the European Union (“E.U.”),
commonly referred to as “Brexit.” After a preliminary phase of negotiations towards the end of 2017, the UK. government and the
E.U. will in 2018 negotiate the main principles of the U.K.’s future relationship with the EU., as well as a transitional period.
Brexit may have an adverse impact on advertising, subscribers, distributors and employees, as described mn Item 1A, Risk Factors,
below. We continue to momnitor the situation and plan for potential effects to our distribution and licensing agreements, unusual
foreign currency exchange rate fluctuations, and changes to the legal and regulatory landscape.

EDUCATION AND OTHER

Education and Other generated revenues of $158 million during 2017, which represented 2% of our total consolidated
revenues, Education 1s comprised of curriculum-based product and service offerings and generates revenues primarily from
subscriptions charged to K-12 schoeols for access to an online suite of curriculum-based VOD tools, professional development
services, digital textbooks and, to a lesser extent, student assessments and publication of hard copy curriculun-based content.
Other 1s comprised of our wholly-owned production studio, which provides services to our U.S. Networks and International
Networks segments at cost.

On February 26, 2018, the Company ammounced the planned sale of a controlling equity stake in its education business in the
first half of 2018, to Francisco Partners for cash of $120 million. No loss is expected upon sale. The Company will retain an ecuity
mterest, Additionally, the Company will have ongoing license agreements which are considered to be at fair value. As of December
31, 2017, the Company determned that the education business did not meet the held for sale criteria, as defined i GAAP as
management had not committed to a plan to sell the assets.

On April 28, 2017, the Company sold Raw and Betty to All3Media, All3Media 15 a UK. based television, film and digital
production and distribution company. The Company owns 50% of All3Media and accounts for its mvestment in All3Media under
the equity method of accounting. Raw and Betty were components of the studios operating segment reported with Education and
Other.

On November 12, 2015, we paid $195 million to acquire 5 million shares, or approximately 3%, of Lions Gate Entertainment
Corp. ("Lionsgate"), an entertaimnent company inveolved in the production of movies and television which 1s 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 mvestment as of September 30, 2016.
(See Note 4 to the accompanying consolidated financial statements. )

CONTENT DEVELOPMENT

Our content development strategy is designed to increase viewership, maintain innovation and quality leadership, and
provide value for our network distributors and advertismg customers. Our content 1s sourced from a wide range of third-party
producers, which melude some of the world’s leading nonfiction production companies, as well as independent producers and
wholly-owned production studios.

Our production arrangements fall into three categories: produced, coproduced and licensed. Produced content includes
content that we engage third parties or wholly owned production studios to develop and produce. We retain editorial control and
own most or all of the rights. in exchange for paying 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 either because at times world-wide rights
are not available for acquisition or we save costs by collaborating with third parties. Licensed content 1s comprised of films or
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series that have been produced by third parties. Payments 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 U.S. Networks. Our non-fiction content tends to be culturally
neutral and maintaing its relevance for an extended period of time. As a result. a significant amount of our non-fiction content
translates well across international borders and 1s made even more aceessible 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 localization 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 1s tailored to mdividual market preferences
and license the rights to air films, television series and sporting events from third-party producers.

Our largest single cost is content expense, which includes content amortization, content impairment and production costs for
programming. We amortize the cost of capitalized content rights based on the proportion that the current year's estimated revenues
bear to the estimated remaining total lifetime revenues, which normally results in an accelerated amortization method over the
estimated useful lives. However. certain networks also utilize a straight-line method of amortization over the estimated useful lives
of the content. Content is amortized primarily over periods of three to four years. The costs for multi-year sports programming
arrangentents are expensed when the event 1s broadeast based on the estimated relative value of each season in the arrangement.
Content assets are reviewed for impairment when impairment indicators are present, such as low viewership or limited expected
use. Impairment losses are recorded for content asset carrying value in excess of net realizable value.

REVENUES

We generate revenues principally from fees charged to operators who distribute our network content, which primarily include
cable, DTH satellite, telecommurication and digital service providers and advertising sold on our networks and digital products.
Other transactions include curriculum-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 2017, distribution,
advertising and other revenues were 51%, 44% and 5%, respectively, of consolidated revenues. No individual customer represented
more than 10% of our total consolidated revenues for 2017, 2016 or 2015.

Distribution

Distribution revenue mncludes fees 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 component of distribution revenue 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 m the U.S. and major international distributors. Typically, 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, 1f applicable, for
scheduled graduated amnual 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 m the distribution agreement, and the market demand for the content that we provide. From time to tine,
renewals of multi-year carriage agreements include significant initial year one market adjustients 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 periods, to carry 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 2018 through 2021, Outside of the U.S., approximately 42% of distribution revenue comes from the
top 10 distributors. Distribution fees are typically collected ratably throughout the year. International television markets vary in
their stages of development. Some 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 or converting to digital.

Distribution revenue also mcludes fees charged for bulk content arrangements and other subscription services for episodic
content. These digital distribution revenues are mmpacted by the quantity, as well as the quality, of the content Discovery provides.

Advertising

Ouwr advertising revenue 1s generated across multiple platforms and consists of consumer advertising, which is sold primarily
on a national basis in the U.S. 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.
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In the U.S., we sell advertising time in the upfront and scatter markets. In the upfront market, advertisers buy advertising
tume for the upcoming season and by purchasing in advance often receive discounted rates. In the scatter market, advertisers buy
advertising time close to the time when the commmercials will be run and often pay a premium. The mix between the upfront and
scatter markets 1s based upon a number of factors, such as pricing, demand for advertising time and economic conditions. Outside
the U.S., 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. In mature markets, such as the U.S. and Western Europe, high proportions of market
penetration and distribution are unlikely te drive rapid revenue growth. Instead, growth in advertising sales comes from increasing
viewership and pricing and launching new services, either in pay-TV, broadcast, or FTA television environments.

Advertising revenue is dependent upon a number of factors, mcluding 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 a stand-alone basis and as part of
advertising packages with our television networks.

Other

We also generate income associated with curriculum-based products and services, the licensing of our brands for consumer
products and third-party content sales, and content production from our production studios.

COMPETITION

Providing content across various distribution platforms 1s a lughly competitive business worldwide. We experience
competition for the development and acquisition of content, distribution of our content, sale of commiercial time on our networks
and viewership. There 1s competition from other production studios, other television networks, and the internet for the acquisition
of content and creative talent such as writers, producers and directors. In certain instances, internet competitors have been able to
acquire content at more competitive prices since content ownership may benefit their business in other ways. Our ability to
produce and acquire popular content 1s an nuportant competitive factor for the distribution of our content, attracting viewers and
the sale of advertising. Our success i 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
production, marketing and advertising support we provide.

Our 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. Our
ability to secure distribution agreements is 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 busiess. Growth m the number of networks
distributed, consolidation and other market conditions in the cable and satellite distribution industry, and increased popularity of
other platforis 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 carriage.

Our networks and digital products compete with other television networks, including broadeast, cable, local networks and
other content distribution outlets for thewr target audiences and the sale of advertising. Our success m selling advertising 1s a
function of the size and demographics of our audiences, 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 research companies, prices charged for advertising and overall advertiser demand in the marketplace.

Our education business competes with other providers of curriculun-based products and services to schools. Our production
studios compete with other production and media companies for talent.

INTELLECTUAL PROPERTY

Our mtellectual property assets include copyrights m content, trademarks in brands, names and logos, websites, and licenses
of ntellectual property rights from third parties.
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We are fundamentally a content company and the protection of our brands and content is of primary importance. To protect
our intellectual property assets, we rely upon a combination of copyright, trademark, unfair competition, trade secret and Internet/
domain name statutes and laws, and contract provisions. However, there can be no assurance of the degree to which these measures
will be successful. Moreover, effective intellectual property protection may be either unavailable or limited in certain foreign
territories. Policing unauthorized use of our products and services and related intellectual property is difficult and costly. We seek
to limit unauthorized use of our intellectual property through a combination of approaches. However, the steps taken to prevent the
wfringement of our mtellectual property by unauthorized third parties may not work.

Third parties may challenge the validity or scope of our intellectual property from time to time, and the success of any such
challenges could result in the limitation or loss of mtellectual property rights. Iirespective of their validity, such clanms 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 our signal, and unauthorized use of our content, in the digital environment continues to present a threat to
revenues from products and services based on our intellectual property.

REGULATORY MATTERS

Ouwr businesses are subject to and affected by regulations of U.S. federal, state and local government authorities, and our
international operations are subject to laws and regulations of the countries and international bodies, such as the E.U., in which we
operate. Content networks. such as those owned by us, are regulated by the Federal Communications Commission (“FCC”) in
certain respects if they are affiliated with a cable television operator. Other FCC regulations, although imposed on cable television
operators and direct broadeast satellite ("DBS") operators, affect content networks mdiwectly. The rules, regulations, policies and
procedures affecting our businesses are constantly subject to change. These descriptions are summary innature and do not purport
to describe all present and proposed laws and regulations affecting our businesses

Program Access

The FCC’s program access rules prevent a satellite or cable content vendor in which a cable operator has an “attributable”
ownership interest from diseriminating against unatfiliated multichamnel video programming distributors (“MVPDs”), such as
cable and DBS operators, 1n the rates, terms and conditions for the sale or delivery of content. These rules also permit MVPDs to
initiate complaints to the FCC against content networks if an 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 complamts that exclusive contracts
between cable operators and cable-affiliated programmers significantly hinder or prevent an unaffiliated MVPD from providing
satellite or cable programmimng.

“Must-Carry”/Retransmission Consent

The Cable Television Consumer Protection and Competition Act of 1992 (the “Act”™) unposes “must-carry” regulations on
cable systems, requiring them to carry the signals of most local broadcast television stations in their market. DBS systems are also
subject to their own must-cary 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
carriage of our networks by cable and DBS operators. The Act also established retransmission consent, which refers to a
broadcaster’s right to require 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 their affiliated networks. Increasingly, broadeasters are additionally
seeking substantial monetary compensation for granting carriage rights for their must-have broadeast content. Such increased
financial demands on distributors reduce the content funds available for independent programmers not affiliated with broadeasters,
such as us.

Closed Captioning and Advertising Restrictions

Certain of our networks must provide closed-captioning of content. Our content and digital products intended primarily 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 volumes than our
program material. The 21 Century Communications and Video Accessibility Act of 2010 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 to
refrain from including such content on our networks.
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Violent 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
mterest n limiting the availability of such programming or prohibiting it.

Regulation of the Internet

We operate several digital products and websites that we use to distribute information about our programs and to offer
consumers the opportunity to purchase consumer products and services. Internet services are now subject to regulation in the U.S.
relating to the privacy and security of personally identifiable user information and acquisition of personal information from
children under 13, including the federal Children's Online Privacy Protection Act and the federal Controlling the Assault of Non-
Solicited Pornography 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, pricing, content, copyrights and trademarks,
access by persons with disabilities, distribution, taxation and characteristics and quality of products and services. In addition, to the
extent we offer products and services to on-line consumers outside the U.S., the laws and regulations of foreign jurisdictions,
meludmng, without limitation, consumer protection, privacy, advertising, data retention, intellectual property, and content
limitations, may impose additional compliance obligations on us.

Foreign Laws and Regulations

The foreign jurisdictions m which our networks are offered have, in varying degrees, laws and regulations governing our
businesses.

EMPLOYEES

As of December 31, 2017, we had approximately 7,000 employees, including full-time and part-time employees of our
wholly-owned subsidiaries and consolidated ventures.

AVAILABLE INFORMATION

All of our filings with the U S. Securities and Exchange Commission (the “SEC™), including reports on Form 10-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, www.discoverycommunications.com, as soon as reasonably practicable after such material is filed with, or furnished to,
the SEC. Our ammual report, corporate governance guidelines, code of business ethics, audit committee charter, compensation
committee charter, and nominating and corporate governance committee charter are also available on our website. In addition, we
will provide a printed copy of any of these documents. free of charge, upon written request to: Investor Relations, Discovery
Communications, Inc., 850 Third Avenue, 8th Floor, New York, NY 10022-7225. Additionally, the SEC maintains a website at
http://fwww.sec.gov that contains quarterly, annual and current reports, proxy and mformation statements, and other information
regarding issuers that file electronically with the SEC, ncluding the Company. The public may also read and copy any materials
that 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 1-800-SEC-0330.

The information contained on our website is not part of this Annual Report on Form 10-K and is not incorporated by
reference herein

ITEM 1A. Risk Factors.

Investing m our securities mvolves risk. In addition to the other mformation contained in this report, you should consider
the following risk factors before investing in our securities.

Risks Related te Our Business
There has been a shift in consumer behavior as a result of technological innovations and changes in the distribution of
content, which may affect our viewership and the profitability of our business in unpredictable ways.

Technology and business models in our ndustry continue to evolve rapidly. Consumer behavior related to changes in
content distribution and technological innovation affect our economic model and viewership in ways that are not entirely
predictable.
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Consumers are increasingly viewing content on a tune-delayed or on-demand basis from traditional distributors and from
connected 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-shifted basis and technologies that enable users to
fast-forward or skip programming, including commercials, such as DVRs and portable digital devices and systems that enable
users to store or make portable copies of content may affect the attractiveness of our offerings to advertisers and could therefore
adversely affect our reverrues. There 15 increased demand for short-form, user-generated and interactive content, which have
different economic models than our traditional content offerings. Likewise, distributors are offering smaller programming
packages known as “skinny bundles,” which are delivered at a lower cost than traditional offerings and sometimes allow
consumers to create a customized package of networks, that are gaining popularity among consumers. If our networks are not
wmcluded m these packages or consumers favor altemative offermgs, we may experience a decline m viewership and ultimately
the demand for our programming, which could lead to lower distribution and advertising revenues. We have also seen declines
in subscribers to the traditional cable bundle. In 2017, total U.S. Networks portfolio subscribers declined 5% while subscribers
to our fully distributed networks declined 3% for the same period. Each distribution model has different risks and economic
consequences for us, so the rapid evolution of consumer preferences may have an economic mpact that 15 not completely
predictable. Distribution windows are also evolving, potentially affecting revenues from other windows. If we cannot ensure that
our distribution methods and content are responsive to our target audiences, our business could be adversely affected.

Consolidation among cable and satellite providers, both domestically and internationally, could have an adverse effect on
our revenue and profitability.

Corsolidation 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
distributors. For the International Networks segment, approximately 42% of distribution revenue comes from the 10 laigest
distributors. We currently have agreements in place with the major cable and satellite operators 1 U.S. Networks and
International Networks which expire at various times through 2021, Some of our largest 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 n which we distribute our networks also have a small number
of dominant distributors. Continued consolidation within the industry could reduce the number of distributors to carry our
programming, subject our affiliate fee revenue to greater volume discounts, and further increase the negotiating leverage of the
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 cur U.S. and foreign viewers,
which may be 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 various international marketplaces. As
the home of the Olympic Games in Europe until 2024, we have been developmg and inmovating new forms of content m
connection with the Olympic Games. Our success with the Olympics depends on audience acceptance of this content. If viewers
do not find our Olympic Games content acceptable, we could see low viewership, which could lead to low distribution and
advertising revenues.

The commercial success of our content also depends upon 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 atfect the audience
for our content. Audience sizes for our mmedia networks are critical factors affecting both the volume and pricing of advertising
revenue that we receive, and the extent of distribution and the license 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.

As a company that has operations in the United Kingdom, the vote by the United Kingdom to leave the E.U, could have
an adverse impact on our business, results of operations and financial position.

On June 23, 2016, the UK. held a referendum in which voters approved an exit from the European Union ("E.U.”),
commonly referred to as “Brexit.” As a result of the referendum, the British govermment has begun negotiating the terms of the
U.K'’s future relationship with the E.U. The effects of Brexit will depend on any agreements the UK. makes to retain access to
the E.U. markets either during a transitional period or more permanently. The measures could potentially disrupt the markets we
serve and may cause us to lose subscribers, distributors and employees. If the UK. loses access to the single E.1U. 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
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our domg business in Burope more difficult, which could delay and reduce the scope our distribution and licensing agreements.
Without access to the single E.U. 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 to legal uncertainty and potentially
divergent national laws and regulations as the UK. determines which E.U. laws to replace and replicate. If there are changes to
UK. mmmigration policy as a result of Brexit, this could affect our employees and thew ability to move freely between the E.U.
member states for work-related matters.

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, we have exposure to foreign currency risk as we enter
into transactions and make investments denominated in multiple currencies. The value of these currencies fluctuates relative to
the U.S. dollar. Our consolidated financial statements are denominated in U.S. 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 into U. 3. dollars 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 reported results of operations and net asset balances. There 1s no assurance that downward trending currencies will rebound
or that stable currencies will remain unchanged in any period or for any specific market.

Qur businesses operate in highly competitive industries.

The entertainment and media programming mdustries 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
entertaimnent. 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.
Busiesses, including ours, that offer multiple services, or that may be vertically integrated and offer both video distribution and
programiming content, may face closer regulatory review from the competition authorities in the countries in which we currently
have operations. 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 commierce business competes against a wide range of competitive
retailers selling similar products. The ability of our businesses to compete successtully depends on a number of factors, including
our ability to consistently supply high quality and popular content, access our miche viewership with appealing category-specific
content, adapt to new technologies and distribution platforms 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 material 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 decline in our
revenue.

Because our networks are licensed on a wholesale basis to distributors, such as cable and satellite operators, which m turn
distribute them to consumers, we are dependent upon the maintenance of affiliation agreements with these operators. These
affiliation agreements generally provide for the level of carriage our networks will receive, such as channel placement and
programming package meclusion (widely distributed, broader programming packages compared to lesser distributed, specialized
programming packages) and for payment of a license fee to us based on the number of subscribers that receive our networks.
While the mumber of subscribers associated with our 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 will be renewed in the
future, or renewed on terms that are favorable to us. A reduction in the license fees that we receive per subscriber or in the
number of subscribers for which we are paid, mncluding as a result of a loss or reduction 1n carriage for our networks, could
adversely affect our distribution revenue. Such a loss or reduction in carriage 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. If we were to disagree with one of our counterparties on the interpretation of an affiliation agreement,
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 mto 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 mumber 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 n our distribution agreements, these agreements are complex and other parties could reach a different
conclusion that, if correct, could have an adverse effect on our financial condition or results of operations.
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We face cybersecurity and similar risks, which could result in the disclosure of confidential information, disruption of
our programming services, damage to our brands and reputation, legal exposure and financial losses.

Our on-line, mobile and app offerings, as well as our internal systems, involve the storage and transmission of proprietary
wformation, and we and our partners rely on various technology systems in connection with the production and distribution of
our programming. Our systems may be breached due to employee error, malicious code, hacking and phishing attacks, or
otherwise. Additionally, outside parties may attempt to fraudulently induce employees or users to disclose sensitive or
confidential information in order to gain access to data. Because the techniques used to obtain unauthorized access, disable or
degrade service, or sabotage systems often are not recognized until launched against a target, we may be unable to anticipate
these techniques or to unplement adequate preventative measures. Any such breach or unauthorized access could result i a loss
of our proprietary information, which may include 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, each of which could potentially have an adverse effect on our
business.

Our equity method and cost methed investments' financial performance may differ from current estimates.

We have equity investments in several entities and the accounting treatment applied for these mvestments varies depending
on a number of factors, including, but net limited to, our percentage ownership and the level of influence or control we have over
the relevant entity. Any losses experienced by these entities could adversely nmmpact our results of operations and the value of our
investment. In addition, if these entities were to 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 requue additional uncommitted fundmg. We also have significant
nvestments i entities that we have accounted for using the cost method. If these entities experience significant losses or were to
fail and cease operations, our investments could be subject to impairment and the loss of a part or all of our investment value.

Risks Related to the Scripps Networks Acquisition

‘We may not be able to successfully integrate the Scripps Networks business with our own, realize the anticipated benefits
of the Scripps Networks acquisition or manage our expanded operations, any of which would adversely affect our results
of operations.

We have devoted, and expect to continue to devote, significant management attention and resources to integrating our
organization, procedures, and operations with those of Scripps Networks. Such integration efforts are costly due to the large number
of processes, policies, procedures, locations, operations, technologies and systems to be integrated, including purchasing, accounting
and finance, sales, service, operations, payroll, pricing, marketing and employee benefits. Integration expenses could, particularly
i the short term, exceed the cost synergies we expect to achieve from the elimination of duplicative expenses and the realization
of economies of scale, which could result in significant charges to earnings that we cannot currently quantify. Potential difficulties
that we may encounter as part of the integration process include the following:

+  our inability to successfully combine our business with Scripps Networks in a manner that permits the combined
company to achieve the full synergies and other benefits anticipated to result from the merger: and

+  complexities associated with managing the combined businesses, including difficulty addressing possible differences in
corporate cultures and management philosophies and the challenge of integrating products, services, complex and
different information technology systems, control and compliance processes, technology. networks and other assets of
each of the companies in a cohesive manner

Following the merger. the size and complexity of the business of the combined company will increase significantly. Our
future success depends, in part, upon our ability to manage this expanded business, which will pose substantial challenges for
managewment, mcluding challenges related to the management and monitoring of new operations and assoclated inereased costs
and complexity. There can be no assurances that we will be successful or that we will realize the expected synergies and benefits
anticipated from the merger.

DCL was not obligated to place in escrow the net proceeds of its senior notes that were issued in September 2017,
partially te fund the Scripps Networks acquisition (the “Senior Notes™), and, as a result, we may not be able to redeem
the Senior Notes upon a special mandatory redemption.

Under the terms of the Senior Notes, we are obligated to redeem the Senior Notes at a redemption price of 101% of their
principal amount plus acerued and unpaid interest 1f the Scripps acquisition does not close by August 18, 2018 (a “special mandatory
redemption”). We were not obligated to place the net proceeds of the offering of the Senior Notes in escrow prior to the completion
of the Scripps Networks acquisition or to provide a security interest in those proceeds, and the indenture governing the Senior Notes
imposes no other restrictions on our use of these proceeds during that time. Accordingly, the source of funds for any redemption of
the $500 nullion prmeipal amount of 2.200% semior notes due 2019, $1.20 billion principal amount of 2.950% senior notes due
2023, $1.70 billion principal amount of 3.950% senior notes due 2028, $1.25 billion principal amount of 5.000% senior notes due
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2037 and $1.25 billion principal amount of 5.200% senior notes due 2047 or £400 million principal amount of 2.500% senior notes
due 2024 upon a special mandatory redemption would be the proceeds that we have voluntarily retained or other sources of liquidity,
including available cash. borrowings, sales of assets or sales of equity. We may not be able to satisfy our obligation to redeem these
Senior Notes upon a special mandatory redemption, because we may not have sufficient financial resources to pay the aggregate
redemption price on such Senior Notes. Our failure to redeem these Senior Notes as required under the indenture would result m a
default under the indenture, which could result n defaults under our and our subsidiaries’ other debt agreements and have material
adverse consequences for us and the holders of the Senior Notes. In addition, our ability to redeem the senior notes for cash may
be limited by law or the terms of other agreements relating to our indebtedness outstanding at the time.

General Risks

Theft of our content, including 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 affect us. Piracy is particularly prevalent in many parts of the
world that lack copyright and other protections similar to existing law m the U.S. It 15 also made easier by technological
advances allowing the conversion of content into digital formats, which facilitates the creation, transmission and sharing of high-
quality unauthorized 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 effect 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 mtellectual property rights, protect trade secrets or to
determine the validity or scope of proprietary rights claimed by others.

We are subject to risks related to our international operations.

We have operations through which we distribute programming outside the United States. As a result, our business is subject
to certain risks inherent in international business, many of which are beyond our control. These risks include:

+  laws and policies affecting trade and taxes. including laws and policies relating to the repatriation of funds and
withholding taxes, and changes in these laws;

+  changes m local regulatory requirements, meluding restrictions on content, mposition of local content quotas and
restrictions on foreign ownership;

o differing degrees of protection for intellectual property and varyimg attitudes towards the piracy of intellectual property;
+  sigmficant fluctuations in foreign currency value;

+  currency exchange controls;

s the instability of foreign economies and governments,

+  war and acts of terrorism:

+  anti-corruption laws and regulations such as the Foreign Corrupt Practices Act and the UK. Bribery Act that impose
stringent requirenients on how we conduct our foreign operations and changes in these laws and regulations,

+  foreign privacy and data protection laws and regulation and changes 1 these laws; and
s shifting consumer preferences regarding the viewing of video programming.

Events or developments related to these and other risks associated with international trade could adversely affect our revenues
from non-U.S. sources, which could have a material adverse effect on our business. financial condition, operating results. liquidity
and prospects.

Furthermore, some foreign markets where we and our partners operate may be more adversely affected by current economic
conditions than the U.S. We also may mcur substantial expense as a result of changes, including the imposition of new restrictions,
i the existing economic or political envomnent in the regions where we do business. Acts of terrorisi, hostilities, or financial,
political, economic or other uncertainties could lead to a reduction m revenue or loss of investiment, which could adversely affect
our results of operations.

Global economic conditions may have an adverse effect on our business.

Our business 1s sigmficantly affected by prevailing economiec conditions and by disruptions to financial markets. We derive
substantial revenues from advertisers, and these expenditures are sensitive to general economic conditions and consumer buying
patterns. Financial instability or a general decline in economic conditions in the U.S. and other countries where our networks are
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distributed could adversely affect advertising rates and volume, resulting i a decrease m our advertising reverues.

Decreases in consumer discretionary spending i 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 from
multi-channel video programming distributors, which could have a negative impact on our viewing subscribers and affiliation fee
revenues, Sunilarly, a decrease in viewing subscribers would also have a negative impact on the mumber 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 networks 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
econowic 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.

Domestic and foreign laws and regulations could adversely impact our operation results.

Programming services like ours, and the distributors of our services, mcluding cable operators, satellite operators and other
multi-channel video programming distributors, are regulated by U. 3. 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 our video
content business. See the discussion under “Business — Regulatory Matters” above. The U.S. Congress, the FCC and the courts
currently have under consideration, and may adopt or interpret in the future, new laws, regulations and policies regarding a wide
varlety of matters that could, directly or mdirectly, affect the operations of our U.S. media properties or modify the terms under
which we offer our services and operate.

Sumilarly, 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 govermments could also adversely affect our business, results of operations and ability to expand
our operations beyond their current scope.

Financial markets are subject to volatility and disruptions that may affect our ability to ebtain 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 operations or investments or increase the cost of obtaining financing. Our borrowing costs can be
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 merease our cost of
borrowing or make it more difficult for us to obtain future financing. Unforeseeable changes in foreign currencies could
negatively impact our results of operations and calculations of interest coverage and leverage ratios

Acquisitions and other strategic transactions present many risks and we may not realize the financial and strategic goals
that were contemplated at the time of any transaction.

From time to time we make acquisitions, investments and enter into other strategic transactions, including our planned
transaction with Scripps Networks. In connection with such acquisitions and strategic transactions, we may incur unanticipated
expenses, fail to realize anticipated benefits, have difficulty incorporating the acquired businesses, disrupt relationships with current
and new employees, subscribers, affiliates and vendors, mcur sigmficant debt, or have to delay or not proceed with anmounced
transactions such as the Scripps Networks transaction. Additionally, regulatory agencies, such as the FCC or DOJ may impose
additional restrictions on the operation of our business as a result of our seeking regulatory approvals for any significant acquisitions
and strategic transactions. The occurrence of any of these events could have an adverse effect on our business.

Ourinability to successfully acquire and integrate other businesses, assets, products ortechnologies could harm our operating
results.

Our suceess may depend on opportunities to buy other businesses or technologies that could 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 m, 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 ecuity securities,
use of our cash resources, and ncurrence of debt and amortization expenses related to intangible assets. Any acquisitions and
strategic mvestments that we are able to 1dentify and complete may be accompanied by a mumber of risks, meluding:

s the difficulty of assimilating the operations and persormel of accuired companies nto our operations,
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»  the potential disruption of our ongomg business and distraction of management;

s the incurrence of additional operating losses and operating expenses of the businesses we acquired or in which we
mvested;

+ the difficulty of integrating acquired technology and rights into our services and unanticipated expenses related to such
mtegration,

+  the failure to successfully further develop an acquired business or technology and any resulting impairment of amounts
currently capitalized as intangible assets,

+  the failure of strategic investments to perform as expected or to meet financial projections;

»  the potential for patent and trademark infrgement and data privacy and security claims against the acquired
cowpanies, 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 relationships with customers and partners of the companies we acquired or in which we
mvested or with our custoniers and partners as a result of the integration of acquired operations;

+  the impairment of relationships with, or failure to retain, employees of acquired companies or owr existing employees as
a result of integration of new personmel:

+  our lack of, or limitations on our, control over the operations of our joint venture companies;

s the difficulty of integrating operations, systems, and controls as a result of cultural, regulatory, systems, and operational
differences;

s inthe case of foreign acquisitions and investments, the impact of particular economic, tax, currency, political, legal and
regulatory risks associated with specific countries; and

+  the impact of known potential liabilities or liabilities that may be unknown, including as a result of inadequate internal
controls, associated with the companies we acquired or in which we invested.

Our failure to be successful in addressing these risks or other problems encountered in connection with our past or future
acquisitions and strategic investments could cause us to fail to realize the anticipated benefits of such acquisitions or
mvestments, mour unanticipated liabilities, and harm our business generally.

The loss of key personnel or talent could disrupt our business and adversely affect our revenue.

Our business depends upon the continued efforts, abilities and expertise of our corporate and divisional executive teams
and entertainment personalities. Our success after the Scripps Networks acquisition will depend 1 part upen our ability to retain
key employees. Prior to and following the completion of the merger, current and prospective employees may experience
uncertamty about their future roles with Discovery and choose to pursue other opportunities, which could have an adverse effect
on Discovery after the transaction. If key employees depart, the integration of Scripps Networks with Discovery may be more
difficult and our business following the completion of the merger may be adversely affected. Additionally, we employ or contract
with entertainment personalities who may have loyal audiences. These individuals are immportant 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 mdividuals or if our entertamment personalities lose their current audience base, our operations
could be adversely affected.

Newly-enacted US tax reform could adversely impact our international business and results of operations.

Recently enacted US tax reform could adversely impact our business and results of operations. On December 22, 2017,
President Trump signed the 2017 Tax Cuts and Jobs Act ("TCTA"), which includes a broad range of tax reform regulations
affecting businesses. including corporate tax rates, business deductions, and international tax provisions. Some of the changes,
like the new tax on global intangible low-taxed income ("GILTI") or the base erosion and anti-abuse tax ("BEAT"), could have
the effect of mereasing our effective tax rate, the amount of our consolidated net taxable income subject to mcowme taxes, and our
overall tax liability. and could reduce our net income and our earnings per share, as well as our consolidated cash flows and
liquidity, even if the changes include a reduction in the rate at which corporate taxable income 1s taxed. In addition, the
determination of our worldwide provision for income taxes and current and deferred tax assets and liabilities requires judgment
and estimation. Our inconte taxes could also be materially adversely affected by earnings being lower than anticipated in
Jurisdictions that have lower statutory tax rates and higher than anticipated m jurisdictions that have lugher statutory tax rates, by
changes 1n the valuation of our deferred tax assets and liabilities, or by changes in worldwide tax laws, regulations. or accounting
principles.
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Risks Related te Our Debt

‘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, 2017, we had approximately $14.8 billion of consolidated debt, including capital leases. 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 our
$2.5 billion revolving credit facility in the ordinary course, which would have the effect of increasing our indebtedness. We are
also permitted, subject to certam restrictions under our existing indebtedness, to obtam additional long-term debt and working
capital lines of credit to meet future financing needs. This would have the effect of increasing our total leverage.

Our substantial leverage could have significant negative consequences on our financial condition and results of operations,
ncluding:

+  impairing our ability to meet one or more of the financial ratio covenants contained in our debt agreements or to
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;

*  mereasing our vulnerability 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:

+  requuring us to sell debt or equity securities or to sell some of our core assets, possibly on unfavorable terms, to meet
payment obligations;

*  limuting our flexibility m 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 loan agreement for
our revolving credit facility.

The loan agreement for our revolving credit facility contams restrictive covenants, as well as requirements to comply with
certain leverage and other financial maintenance tests. These covenants and requirements could limit our ability to take various
actions, including meurring 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 covenants and may not be required to operate under these restrictions. Further, these covenants
could have an adverse effect on our business by luniting our ability to take advantage of financing, mergers and acquisitions or
other opportunities.

Risks Related te Corporate Structure

As a holding company, we could be unable to obtain cash in amounts sufficient to meet our financial obligations or other
commitments.

Our ability to meet our financial obligations and other contractual commmitments will depend upon our ability 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 m the future.
The ability of our operating subsidiaries, mcludimg 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. Under the TCTA, we
are subject to U.S. taxes for the deemed repatriation of certain cash balances held by foreign corporations. However, we intent 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 Corporation (“Liberty Media”), Liberty Global plc (“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 Interactive and Liberty Broadband (together, the "Liberty Entities") own mterests in
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various U.S. and mternational compames, such as Charter Communications, Ine. ("Charter"), that have subsidiaries that own or
operate domestic or foreign content services that may compete with the content services we offer. We have no rights in respect of
U.S. or international 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 busmess opportunities may serve to intensify the conflicts of interest or appearance
of conflicts of mterest faced by the respective management teamns. Our 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 Entities), for which such individual serves as a director or officer. or
does not refer or communicate information regarding such corporate opportunity to us or any of our subsidiaries, unless (x) such
opportunity was expressly offered to such mdividual solely i his or her capacity as a director or officer of us or any of our subsidiaries
and {v) 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 persons of Advance/Newhouse and that overlap with those of the Liberty Entities,
which may lead to conflicting interests for those tasked with the fiduciary duties of our board.

Owr 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 Chief Executive Officer of Advance/
Newhouse. In addition, our board of directors includes two persons who are currently members of the board of directors of
Liberty Media, three persons who are currently members of the board of directers of Liberty Global, one person who is cutrently
a member 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 equity interest. John C. Malone 1s the Chairman of the boards of all of the Liberty Entities and is a member of the board
of directors of Charter. The parent company of Advance/Newhouse and the Liberty Entities own interests in a range of media,
communications and entertainment businesses.

Advance/Newhouse will elect three directors annually for so long as it owns a specified minimum amount of our
Series A-1 convertible preferred stock. The Advance/Newhouse Series A-1 convertible preferred stock, which votes with our
commeoen stock on all matters other than the election of directors, represents approxumately 24% of the voting power of our
outstanding shares. The Series A-1 convertible preferred stock also grants Advance/Newhouse consent rights over a range of our
corporate actions, including fundamental changes to our business. the issuance of additional 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 voting power of its outstanding stock, owns shares representing approximately 26% of the
aggregate voting power of Liberty Global, shares representing approximately 39% of the aggregate voting power of Liberty
Interactive, shares representing approxmately 46% of the aggregate voting power of Liberty Broadband and shares representing
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 to the election of our eight
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 for a conflict of interest when we, on the one hand, or Advance/Newhouse and/
or one or more of the Liberty Entities, on the other hand, consider 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 similar 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 mnterest.

It may be difficult for a third party to acquire us, even if such acquisition would be beneficial to cur stockholders.
Certain provisions of our charter and bylaws may discourage, delay or prevent a change in control that a stockholder may
consider favorable. These provisions melude the following:

s authorizing a capital structure with multiple series of common stock: a Series B that entitles the holders to ten votes per
share, a Series A-1 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,
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+ authornizing the Series A-1 convertible preferred stock with special voting rights, which prolubits us from taking any of
the following actions, among others, without the prior approval of the holders of a majority of the outstanding shares of
such stock:

«  mereasing 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, consolidation or other business combimation with any other entity, and
* appomting or removing our Chamman of the Board or our Chief Executive Officer,

+  authorizing the issuance of “blank check” preferred stock, which could be issued by our Board of Directors to increase
the number of outstanding shares and thwart a takeover attempt;

+  classifying our common stock directors with staggered three-year termns and having three directors elected by the
holders of the Series A convertible preferred stock, which may lengthen the time required to gain control of our Board
of Directors;

s limiting who may call special meetings of stockholders;

+  prohibiting stockholder action by written consent (subsect to certain exceptions), thereby requiring stockholder action to
be taken at a meeting of the stockholders;

+  establishing advance notice requirements for nominations of candidates for election to our Board of Directors or for
proposing matters that can be acted upon by stockholders at stockholder meetings;

+  requurng stockholder approval by holders of at least 80% of our voting power 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 75% of the outstanding Series B comunon stock {voting as a separate
class) to certain share distributions and other corporate actions in which the voting power of the Series B common stock
would be diluted by, for example, issuing shares having multiple votes per share as a dividend to holders of Series A
common stock; and

+  the existence of authorized and unissued stock which would allow our Board of Directors to issue shares to persons
friendly to current management, thereby protecting the continuity of our management, or which could be used to dilute
the stock ownership of persons seekig to obtain control of us.

We have also adopted a shareholder rights plan in order to encourage anyone seeking to acquire us to negotiate with our
Board of Directors prior to attempting a takeover. While the plan is designed to guard against coercive or unfair tactics to gain
control of us, the plan may have the effect of making more difficult or delaying any attempts by others to obtam 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 on 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 upon holders of any single series of our common 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 Delaware law established m cases mwvolving differing treatment of multiple classes or series of stock provide that a
board of directors owes an equal duty to all common stockholders regardless of class or series and does not have separate or
additional duties to any group of stockholders. As a result, m 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,
stockholders may not be able to challenge these decisions if our Board of Directors 1s disinterested and adequately mformed with
respect to these decisions and acts m good faith and in the honest belief that 1t 15 acting in the best interests of all of cur
stockholders.

If Advance/Newhouse were to exercise its registration rights, it may cause a significant decline in our stock price, even if
our business is doing well.

Advance/Newhouse has been granted registration rights covering all of the shares of common stock 1ssuable upon
conversion of the convertible preferred stock held by Advance/Newhouse. Advance/Newhouse’s Series A-1 convertible preferred
stock 1s currently convertible into nine share of our Series A conumon stock and Advance/Newhouse’s Series C-1 convertible
preferred stock is convertible into 19.3648 shares of our Series C common stock, 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
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possibly large amounts of our comumeon stock in the public market, could materially and adversely affect the market price of our
comumon stock.

John C. Malone and Advance/Newhouse each have significant voting power with respect to corporate matters considered
by our stockholders.

For corporate matters other than the election of directors, Mr. Malone and Advance/Newhouse each beneficially own
shares of our stock representing approximately 21% and 24%, 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 of the eight common stock directors (assuming that the convertible preferred stock owned by
Advance/Newhouse (the “A/N Preferred Stock™) has not been converted inte 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 election of the eight common stock directors. Also, under the terms of the A/N Preferred
Stock, Advance/Newhouse has special votng rights as to certain enumerated matters, including material amendments to the
restated charter and bylaws, fundamental changes in owr business, mergers and other business combinations, certain acquisitions
and dispositions and future 1ssuances 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 2. Properties.

We own and lease approxunately 2.27 million square feet of building space for the conduct of our businesses at 84 locations
throughout the world. In the U.S. alone, we own and lease approximately 597,000 and 840,000 square feet of building space,
respectively, at 22 locations. Principal locations in the U.S. mclude: (1} a 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, (11) general office space at 850 Thud Avenue, New York, New
York, where approximately 190,000 square feet 1s primarily used for sales by our U.S. Networks segment and certain executive
offices, (ii1) general office space facility located at 8045 Kennett Street. Silver Spring, Maryland, where approximately 149,000
square feet 1s primarily used by our U.S. Networks segment, (iv) general office space located at 10100 Santa Monica Boulevard,
Los Angeles, Califormia, where approxmmately 64,000 square feet 1s primarily used by our U.S. Networks segment, (v) general
office space at 6505 Blue Lagoon Drive, Miami, Florida, where approximately 91,000 square feet is primarily used by our
International Networks segment, and (v1) an origination facility at 45580 Terminal Drive, Sterling, Virginia, where approximately
54,000 square feet of space 1s used to manage the distribution of domestic network television content by our U.S. Networks
seginent.

We also lease over 833.000 square feet of building space at 62 locations outside of the U.S., including the UK., France,
Denmark, Italy, Singapore & Poland. Included in the non-US office figures are approximately 138,000 scuare feet of building
space used for office, production and post-production for Eurosport.

Each property is considered to be in good condition, adequate for its purpose. and suitably utilized according to the individual
nature and recuirements of the relevant operations. Our policy is to improve and replace property as considered appropriate to meet
the needs of the ndividual operation.

On January 9, 2018, we issued a press release announcing a new real estate strategy with plans to relocate the Company's
global headquarters from Silver Spring, Maryland to New York City 1 2019. As of December 31, 2017, we did not meet the held
for sale classification criteria, as defined in the U.3. generally accepted accounting prmeiples ("GAAP"), as it 1s uncertain that the
sale of the Silver Spring property will be completed within the next twelve months.

ITEM 3. Legal Proceedings.

The Company is party to various lawsuits and claims in the ordinary course of business. However, a determination as to
the amount of the accrual required for such contingencies 1s highly subjective and requires judgments about future events.
Although the cutcome of these matters 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 liquudity.
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On September 20, 2017, a putative class action lawsuit captioned Inzlicht-Sprei v. Scripps Networks Interactive, et al.
(Case No. 3:17-cv-00420), which we refer to as the “Inzlicht-Sprei action”, was filed in the United States District Court for the
Eastern District of Tennessee. A putative class action lawsuit captioned Berg v. Scripps Networks Interactive, et al. (Case No.
2:17-¢v-848), which we refer to as the “Berg action”, and a lawsuit captioned Wagner v. Scripps Networks Interactive, et al.
{Case No. 2:17-cv-859), which we refer to as the “Wagner action,” were filed in the Umted States Distriet Court for the Southern
District of Ohuo on September 27, 2017 and September 29, 2017, respectively. We refer to the Inzlicht-Spre1 action, Berg action
and Wagner action collectively as the “actions.” The actions alleged that the defendants filed a materially incomplete and
misleading Form S-4 in violation of Sections 14(a) and 20(a) of the Exchange Act and SEC Rule 14a-9. On October 12, 2017,
the plaintitf in the Inzlicht-Sprei action filed a notice of voluntary dismissal without prejudice. On November 21, 2017, the
plaintiffs i both the Berg action and the Wagner action filed notices of voluntary dismissal.

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 10-K, the mformation regarding owur executive officers required by Item 401(b) of
Regulation S-K is hereby included in Part T of this report. The following table sets forth the name and date of birth of each of our
executive officers and the office held by such officer as of February 28, 2018.

Name

Position

David M. Zaslav
Born Tanuary 15, 1960

Guimar Wiedenfels
Born September 6, 1977

Jean-Briac Pervette
Born April 30, 1971

Adria Alpert Romm
Born March 2, 1955

Bruce L. Campbell
Born November 26,
1967

David Leavy
Born December 24,
1969

Savalle C. Suns
Born May 21, 1970

Kurt T. Wehner
Boarn June 30, 1962

President, Chief Executive Officer and a commen stock director. Mr. Zaslav has served as our
President and Chief Executive Officer since Tanuary 2007 and a common stock director since
September 2008. Mr. Zaslav served as President, Cable & Domestic Television and New
Media Distribution of NBC Universal, Inc. ("NBC"), a media and entertamment company,
from May 2006 to December 2006. Mr. Zaslav served as Executive Vice President of NBC,
and President of NBC Cable, a division of NBC, from October 1999 to May 2006. Mr. Zaslav
1s a member of the board of Sirtus XM Radio Inc.. Grupo Televisa S.A B and LionsGate
Entertainment Corp.

Chief Financial Officer. Mr. Wiedenfels has served as our Chief Financial Officer since April
2017. Prior to joming Discovery, Mr. Wiedenfels served as Chief Fmancial Officer of
ProSiebenSat.1 Media SE ("ProSieben") starting in 2015. Prior to that, he served as
ProSieben's Deputy Chief Financial Officer from 2014 to 2015 and served as Chief Group
Controller from 2013 to 2015. Previously, he served as ProSieben's Deputy Group Controller,
responsible for group-wide budget planning, budget controlling, and management reporting
and as Chief Financial Officer, National, where he had commercial responsibility for the
group's German-speaking free TV segment. Before this, he worked as a management
consultant and engagement manager at McKinsey & Company.

President and CEO of Discovery Networks International. Mr. Perrette became CEO of
Discovery Networks International in June 2016 and President of Discovery Networks
International in March 2014. Prior to that, Mr. Perrette served as our Chief Digital Officer
from October 2011 to February 2014. Mr. Perrette 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.

Chief Human Resources and Global Diversity Officer. Ms. Romm has served as our Chief
Human Resources and Global Diversity Officer since March 2014. Prior to that, Ms. Romm
has served as our Senior Executive Vice President of Human Resources from March 2007 to
February 2014, Ms. Romm served as Senior Vice President of Human Resources of NBC from
2004 to 2007 Prior te 2004, Ms. Romm served as a Vice President in Human Resources for
the NBC TV network and NBC staff functions.

Chief Development, Distribution & Legal Officer. Mr. Campbell became our Chief
Distribution Officer in October 2015, Chief Development Officer in August 2010 and our
General Counsel in December 2010. Mr. Campbell served as Digital Media Officer from
August 2014 through October 2015, Prior to that, Mr. Campbell served as our President,
Digital Media & Corporate Development from March 2007 through August 2010. M.
Campbell also served as our corporate secretary from December 2010 to February 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.

Chief Corporate Operations and Communications Officer. Mr. Leavy became Chief Corporate
Operations and Communications Officer in March 2016, Prior to that, Mr. Leavy served as our
Chief Communications Officer and Senior Executive Vice President, Corporate Marketing and
Business Operations from August 2015 to March 2016. From December 2011 to August 2015,
Mr. Leavy served as our Chief Communications Officer and Senior Executive Vice President,
Corporate Marketing and Affairs. Prior to that, Mr. Leavy served as our Executive Vice
President, Communications and Corporate Affairs and has served in a munber of other roles at
Discovery since joing in March 2000.

Executive Vice President and General Counsel. Ms. Sums became Executive Vice President
and General Counsel in April 2017. Ms. Sims served as our Executive Vice President and
Deputy General Counsel from December 2014 to April 2017. Prior to that, Ms. Sims served as
our Senior Vice President, Litigation and Intellectual Property from August 2011 through
December 2014. Prior to joining Discovery, Ms. Sims was a partner at the law firm of Arent
Fox LLP.

Executive Vice President and Chief Accounting Officer. Mr. Wehner joined the Company in
September 2011 and has served as our Executive Vice President, Chief Accounting Officer
since November 2012 Mr. Wehner was an Audit Partner at KPMG LLP from 2000 to 2011.
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PART II

ITEM 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities.

Our Series A common stock, Series B common stock and Series C commeon stock are listed and traded on The NASDAQ
Global 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
commeoen stock and Series C common stock as reported on Yahoo! Finance (fmance.yahoo.com).

Series A Series B Series C
Commeon Stock Common Stock Common Stock

High Low High Low High Low
2017 - : T Sl
Fourth quarter $ 2373 3 1628 2680 % 2000 §$ 2247 % 15.27
Third quarter 27185 2080 $ 27908 2200 % 2621 $ 1962
Second quarter $ 2940 $ 2511 $ 2955 $ 2545 § 2890 $ 2439
First quarter - $2962°% 2634 S 29658 2755 $ 2887 § 2576
2016 : e . . . :
Fouirth quarter $. . 2955.$. 25018 3050 $. 2600 $ 28663 2420
Third quarter 3 2697 % 2427 % 28.00 % 2521 % 2631 $ 23.44
Second quarter $ 203108 2373820348 2415 $ 28485 2254
First quarter $ 2042 $ 2433 $ 2934 $ 2430 $ 2800 $ 2381

As of February 21, 2018, there were approximately 1,308, 75 and 1,414 record holders of our Series A common stock,
Series 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
shareholder.

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, if any, 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 our ability
to declare dividends in certain situations.

Purchases of Equity Securities

The following table presents mformation about our repurchases of common stock that were made through open market
transactions during the three months ended December 31, 2017 (in millions, except per share amounts).

Total Number
of Shares
Purchased as Approximate
Average Part of Dollar Value of
Total Number Price Publicly Shares that May
of Series C Paid per Announced Yet Be Purchased
Shares Share: Plansor Under the Flans or
Period Purchased Series C® Programs™* Programs™*
Octobiei’ 1, 2017 < October 31,2017 o L g e g o =
November 1, 2017 - November 30, 2017 — 3 — 3 —
December:1. 2017 - December 31,2017 g i 3 o

Total —

@ The amounts do not give effect to any fees, commussions or other costs associated with repurchases of shares.

[¥%)
L2
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% Under the stock repurchase program, management was 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 to one or more aceelerated stock
repurchase agreements or other derivative arrangements as permitted by securities laws and other legal requirements, and subject to stock
price, business and market conditions and other factors. The Company's authorization under the program expired on October 8, 2017 and
we have not repurchased any shares of comumon stock since then. We historically have funded and in the future may find stock
repurchases through a combination of cash on hand and cash generated by operations and the issuance of debt. In the future, if further
authorization is provided, we may also choose to fund stock repurchases through borrowings under our revolving credit facility or future
financing transactions. There were no repurchases of owr Series A and B common stock during 2017 and no repurchases of Series C
conumon stock during the three months ended December 31, 2017, The Company first announced its stock repurchase program on August
3.2010.

© We entered into an agreement with Advance/Newhouse to repurchase, on a quarterly basis, a number of shares of Series C-1 convertible
preferred stock convertible into a number of shares of Series C conumon stock. We did not convert any any shares of Series C-1
convertible preferred stock during the three months ended December 31, 2017, There are no planned repurchases of Series C-1 convertible
preferred stock for the first quarter of 2018 as there were no repurchases of Series A or Series C common stock during the three months
ended December 31, 2017.

Stock Performance Graph

The following graph sets forth the cumulative total shareholder return on our Series A common 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 of companies comprised of CBS Corporation Class B common
stock, Scripps Network Interactive, Inc., Tune Warner, Inc., Twenty-First Century Fox, Ine. Class A common stock (News
Corporation Class A Common 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, 2012 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, 2013, 2014, 2015, 2016 and 2017

226

e tpoe TERC
$00 ol TIECR
- vt BESCE
s150 - w SEP S5O0

e« Boar Gromp
$168
$140
$120
5108
380
%9 : R e e i X i e R 5 i 3
AL 123192683 12312014 12392005 12312046 A7

December 31, December 31, December 31, December 31, December 31, December 31,
2012 2013 2014 2015 2016 2017
DISCA w78 77100007 87 1394258 106,23 28 82127 -8 1845378 69,01
DISCB $ 100.00 % 14461 $ 11645  $ 85.03 % 91.70 $ 78.01
DISCK $ 100,007 §7 0143135 08 115,287 800 862278 BLIS6 7238
S&P 500 $ 100,00 $ 12960 $ 14436 $ 14331 $ 15698 % 187.47
Peer Group $ 100008 - 163168 - 18687 § ~180:10 § - 20065 8§ - 20879
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Equity Compensation Plan Information

Information regarding securities authorized for issuance under equity compensation plans will be set forth in our definitive
Proxy Statement for our 2018 Annual Meeting of Stockholders under the caption “Securities Authorized for Issuance Under
Equity Compensation Plans.” which 1s incorporated herein by reference.
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ITEM 6. Selected Financial Data.

The table set forth below presents our selected financial information for each of the past five years (inmillions, except per
share amounts). The selected statement of operations information for each of the three years ended December 31, 2017 and the
selected balance sheet information as of December 31, 2017 and 2016 have been derived from and should be read in conjunction
with the information in Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” the
audited consolidated financial statements included in Item 8, “Financial Statements and Supplementary Data,” and other financial
information included elsewhere in this Annual Report on Form 10-K. The selected statement of operations information for each of
the two years ended December 31, 2014 and 2013 and the selected balance sheet information as of December 31, 2015, 2014 and
2013 have been derived from financial statements not included in this Annual Report on Form 10-K

2017 2016 2015 2014 2013
Se¢lected Statement of Operations Information: S e T H
Revenues 36873 36497 $6394 3§ 5265 §$ 5535
Operating INCOMe 2 i o s s s s T3 2,058 v 985 2,061 18T S
Net (loss) income (313) 1,218 1,048 1,137 1,077
Net'(loss) income available to Discovery Cominunications, Ihe. (337):1:194 1,034 21,139 001,075

Basic (loss) eamings per share available to Discovery Communications,
Inc. Series A, B and C common stockholders:
o Net (loss) EORIE it (0.59) 97 i 1089 il g 2 50
Diluted (loss) earnings per share available to Discovery
Commumnicaticns, Inc. Series A, B and C common stockholders:

s Net(loss) meoie e (050 196 D58 66 21049
Weighted average shares outstﬂnding: ) .

Basic 3844014320 454 484

Diluted 5796 610 656 687 72
Selected Balance Sheet Information: SR : : R
Cash and cash equivalents $7300 8 300 3 390 § 367 $ 408
TGt ASSLS 4 22,555 15,672 715,803 415709 14,693"
Deferred income taxes 319 467 495 518 579
Long-term debt: i ; ]

Current .portion 30 82 . 119 1,107 17
OB PTG 55 LTS AT 6T 00 G BT
Total liabilities 17,532 10,262 10,111 9,358 8,460
Redeemable I’IOI’ICOI’ItTOHi_l’lg mterestg '''''''''''''''''''''''''''''''''''''''''''''''''''''''''' L 413 i :_24_3 S 2_41_ FAT 36
Equity attributable to Discovery Communications, Inc. 4.610 5,167 5,451 5,602 6.196
Total eqtaty o R 34,610 785167085451 85,6048 6,197
35
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*  (Loss) income per share amounts may not sum smce each 1s caleulated independently.

+  As of December 31, 2017, the Company recognized a goodwill impairment charge totaling $1.3 billion for its European
reporting unit. (See Note 8 to the accompanying consolidated financial statements.) On November 30, 2017, the Comparny
acquired a controlling mterest m OWN from Harpo, increasing Discovery’s ownership stake from 49.50% to 73.99%.
Discovery paid $70 million in cash and recognized a gain of $33 million to account for the difference between the
carrying value and the fair value of the previously held 49.50% equity interest. On September 25, 2017, the Company
acquired a 67.5% controlling mterest in VTEN, a new joint venture with GoldenTree, in exchange for its contribution of
the Veloeity network.On April 28, 2017, the Company sold Raw and Betty to All3Media and recorded a loss of $4 million
upon disposition. (See Note 3 to the accompanying consolidated financial statements.) For the year ended December 31,
2017, the Company has incurred transaction and integration costs for the Scripps Networks acquisition of $79 million,
including the $35 million charge associated with the medification of Advance/Newhouse's preferred stock. (See Note 12
to the accompanying consolidated financial statements.) In conjunction with the Scripps Networks acquisition, the
Company executed a number of new derivative mstruments which were settled during September 2017 resulting m a $98
million and $12 million loss i commection with interest rate and foreign exchange contracts, respectively. (See Note 10 to
the accompanying consolidated financial statements.)

*  On September 30, 2016, the Company recorded an other-than-temporary mnpaiment of $62 million related to its
mvestment in Lionsgate. On December 2, 2016, the Company acquired a minority interest and formed a new joint
venture, Group Nine Media. Inc. ("Group Nine Media” ). 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
busmesses (" Group Nine Transaction”). As of December 31, 2017, the Company owns a 42% minority interest w1 Group
Nine Media with a carrying value of $212 million. (See Note 4 to the accompanying consolidated financial statements.)

¢ On October 7, 2015, the Company recorded a loss of $5 million upon the deconsolidation of its Russian business
following its contribution to a joint venture with a Russian media company, National Media Group. As part of the
transaction, Discovery obtained a 20% ownership interest in the New Russian Business, which is accounted for under the
equity method of accounting. On June 30, 2015, Discovery sold its radio businesses in Northern Europe to Bauer Media
Group for total consideration, net of cash disposed of €72 million ($80 million). The cumulative gain on the disposal 15 $1
million. Based on the final resolution and receipt of contingent consideration payable, Discovery recorded a pre-tax gain
of $13 million for the vear ended December 31, 2016. The Company had previously recorded a $12 million loss including
estimated contingent consideration as disclosed for the year ended December 31, 2015. (See Note 3 to the accompanying
consolidated financial statements )

+  On 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 consolidated subsidiary. (See Note 3 to the accompanying consolidated financial statements.) On
May 30, 2014, the Company acquired a controllng mterest i Eurosport International by mereasing Discovery’s
ownership stake from 20% to 51%. As a result, as of that date, the accounting for Eurosport was changed from an equity
method investiment to a consolidated subsidiary. On March 31, 2015, the Company acquired a controlling mterest in
Eurosport France increasing Discovery's ownership stake by 31% upon the resolution of certain regulatory matters and
began accounting for Eurosport France as a consolidated subsidiary. On October 1, 2015, the Company accuired the
remainimg 49% of Burosport for €491 muillion ($548 nullion) upon TF1's exercise of 1ts right to put. (See Note 11 to the
accompanying consclidated financial statements.)

*  CnApril 9, 2013, we acquired the television and radio operations of SBS Nordie. The acquisition has been mcluded 1in1 our
operating results since the acquisition date. The radio operations of SBS Nordic 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 1ssuance costs from other noncurrent assets to
noncurrent portion of debt in accordance with ASU 201 5-03 adopted in 201 4. Amounts reclassified were $44 million and
$45 million for 2014 and 2013, respectively.

+  The Company retrospectively adopted ASU 2015-17 guidance effective Tanuary 1, 2017. This guidance requires deferred
tax assets and deferred tax liabilities to be presented as non-current assets and liabilities, respectively. Balance sheet
amounts reclassified were $86 million, $61 million, $261 million and $241million for 2016, 2015, 2014 and 2013,
respectively. (See Note 2 to the accompanying consolidated financial statements.)
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ITEM 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

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

CAUTIONARY NOTE CONCERNING FORWARD-LOOKING STATEMENTS

Certain statements in this Annual Report on Form 10-K constitute forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995, including statements regarding our business, marketing and operating strategies,
integration of acquired businesses, new service offerings, financial prospects, anticipated sources and uses of capital and our
proposed acquisition of Scripps Networks. Words such as “anticipates,” “estimates,” “expects,” “projects,” “intends,” “plans,”
“believes,” and terms of similar substance used in connection with any discussion of future operating or financial performance
identify forward-looking statements. Where. in any forward-looking statement, we express an expectation or belief as to future
results or events, such expectation or belief is expressed in good faith and believed to have a reasonable basis, but there can be no
assurance that the expectation or belief will result or be accomplished. The following 1s a list of some, but not all, of the factors
that could cause actual results or events to differ materially from those anticipated: changes in the distribution and viewing of
television programming. including the expanded deployment of personal video recorders. subscription video on demand
(“SVOD”), internet protocol television, mobile personal devices and personal tablets and their impact on television advertising
revenue; continued consolidation of distribution customers and production studios; a failure to secure affiliate agreements or
renewal of such agreements on less favorable terms; rapid technological changes; the nability of advertisers or affiliates to remit
payment to us in a timely manner or at all; general economic and business conditions; industry trends, including the timing of, and
spending on, feature film, television and television commercial production: spending on domestic and foreign television
advertising; disagreements with our distributors or other business partners over contract interpretation; fluctuations in foreign
currency exchange rates and political unrest and regulatory changes m international markets, from events meluding 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 mvestees; our ability to complete,
mtegrate and obtain the anticipated benefits and synergies from our proposed business combinations and acquisitions, mcluding
our proposed acquisition of Seripps Networks, on a timely basis or at all; uncertamnties associated with product and service
development and market acceptance, including the development and provision of programming for new television and
telecommunications technologies; future financial performance, including availability, terms, and deployment of capital: the ability
of suppliers and vendors to deliver products, equipment, software, and services; our ability to achieve the efficiencies, savings and
other benefits anticipated from our cost-reduction mitiative; the outcome of any pending or threatened litigation; availability of
qualified persomnel; the possibility or duration of an industry-wide strike or other job action affecting a major entertainment
industry unien; changes in, or failure or nability to comply with, government regulations, including, without limitation, regulations
of the Federal Communications Commission and adverse outcomes from regulatory proceedings; changes in income taxes due to
regulatory changes, such as U.S. tax reform, or changes i our corporate structure; changes m the nature of key strategic
relationships with partners, distributors and equity method investee partners; competitor responses to our products and services and
the products and services of the entities in which we have interests; threatened terrorist attacks and military action; our significant
level of debt; 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. These risks have the potential to impact the recoverability of
the assets recorded on our balance sheets, including goodwill or other intangibles. For additional risk factors, refer to Item 14,
“Risk Factors.” These forward-looking 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 undertaking to disseminate any updates or revisions to
any forward-looking statement contained herein, to reflect any change in our expectations with regard thereto, or any other change
m events, conditions or circumstances on which any such statement 1s based.

o« i ” s

BUSINESS OVERVIEW

We are a global media company that provides content across multiple distribution platforms, ncluding pay-TV. FTA and
broadcast television. authenticated applications. digital distribution arrangements and content licensing agreements. Our portfolio
of networks includes prominent television brands such as Discovery Chamnel, our most widely distributed global brand, TLC,
Animmal Planet, ID, Velocity (known as Turbo outside of the U.S.) and Eurosport, a leading sports entertaimment pay-TV
programmer across Europe and Asia. We also develop and sell curriculum-based education products and services and operate
production studios.
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Our objectives are 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, including brand-aligned websites, on-line streaming, mobile devices, VOD and broadband
channels, which provide promotional platforms for our television content and serve as additional outlets for advertising and
distribution revenue. Audience ratings are a key driver m generating advertising revenue and creating demand on the part of cable
television operators, DTH satellite operators, telecommunication service providers, and other content distributors, that deliver our
content to their customers.

Our content spans genres including swvival, 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 mnto new markets quickly. Our content can be re-
edited and updated in a cost-effective marmer to provide topical versions of subject matter that can be utilized around the world on
a vartety 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 network brands, and International Networks, consisting prumarily of
international television network brands. 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 Ttem 1, "Business" in this Anmual Report on For 10-
K.

38
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RESULTS OF OPERATIONS —2017 vs. 2016

Consolidated Results of Operations —2017 vs. 2016

Revenues:
Distribution
Advertising
Other
Total revenues.
Costs of 1‘evenﬁes, excluding depreciation and amortization
Selling, general and administrative

Impairment of goodwill

Restmctm ng and other charges
Loss-(gain) on dlsposmon S

Total costs and expenses

Inter est expense

Lossonextmgulshmentofdebt-- R R R

Loss from equity method investees, net
Othier'{expeiise) mncome; net

(Loss) income before income taxes
Income tax expense

Net (loss) income -

Net:mcormie attnbutable ‘o noncontrolling mterests

Net income attributable to redeemable noncontJolhng mterests

Net (loss) income available to Discovery Communications, Inc::

NM - Not meaningful

Revenues

Our consolidated results of operations for 2017 and 2016 were as follows (in millions).

Year Ended December 31,

2017 2016 % Change
$ 3,474 $ 3213 8 %
_____ 3,073 2970 3%
326 314 4%
_____ 6873 ... . G497 6%
2656 2,432 9%
1768~ 1,690 5%
1.327 — NM
...... 330 Cr R R
75 58 29 %
4 (63 M
6,160 4,439 39 %
s 713 2,058 (65)%
(475) (353) 35 %
(5] i NM
211) (38) NM
....... oy
(137) 1671 NM
(176) (453) (61)%
(313) 1218 NM
....... e 0 M
(24) (23) 4%
3 (337) 3. o4 M-

Distribution revenue consists principally of fees from affiliates for distributing our linear networks, supplemented by

39

revenue eamed from SVOD content licensing and other emerging forms of digital distribution. Distribution revenue increased
8%. Excluding the impact of foreign currency fluctuations, distribution revenue increased 7%. U.S. Networks distribution
reverue increases were driven by increases in affiliate fee rates and increases in SVOD revenue partially offset by a decline in
affiliate subscribers. Total U.S. Networks portfolio subscribers declined 5% for the year ended December 31, 2017, while
subscribers to our fully distributed networks declined 3% for the same period. Intemational Networks' distribution revenue
increase was mostly due to increases in contractual rates in Europe following further investment in sports content, and te a lesser
extent increases i Latin America due to increases inrates offset by decreases in subscribers. Contributions from other
distribution revenues also contributed slightly to growth. Other distribution revenues were comprised of content deliveries under
licensing agreements. These mereases were partially offset by decreases i contractual rates in Asia.
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Advertising revenue 1s dependent upon a muuber of factors, including the stage of development of television markets, the
number of subscribers to 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 inventory. Advertising revenue increased
3% mn 2017 compared to 2016. The mcrease for our U.S. Networks was primarily due to pricmg increases and contmued
monetization of our GO platform, partially offset by lower audience delivery due to continued linear distribution audience
universe declines. International Networks' increases were primarily due to increased volume across key markets in Europe,
particularly Southern Europe and Germany, and Latin America. The increase was partially offset by declines in ad sales due to
lower pricing and volume in Asia.

Other revenue increased 4% compared with the prior year, primarily due to the formation and consolidation of the VTEN
joint venture during the third quarter of the current year (See Note 3 to the accompanying consolidated financial statements. )

Costs of Revenues

Costs of revenues increased 9%. Excluding the impact of foreign currency fluctuations, OWN and TEN acquisitions and
the Group Nine Transaction, costs of revenues increased 7% for the vear ended December 31, 201 7. The increase was primarily
attributable to increased spending on content at our International Networks segment, particularly sports rights and associated
production costs. Content amortization was $1.9 billion and $1.7 billion for the years ended December 31, 2017 and
December 31, 2016, respectively.

Selling, General and Administrative

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 5%. Excluding the impact of
foreign currency fluctuations, OWN and TEN acquisitions, selling, general and administrative expenses mereased 3% for the
year ended December 31, 2017. The increase was primarily due to transaction costs for the Scripps Networks acquisition and
integration costs of $79 million. including the $35 million charge associated with the modification of Advance/Newhouse's
preferred stock. (See Note 12 to the accompanying consolidated financial statements.)

Impairment of Goodwill

Goodwill impairment expense of $1.3 billion was recogmzed during the year ended December 31, 2017. (See Note 8 to the
accompanying consolidated financial statements. )

Depreciation and Amortization

Depreciation and ameortization expense mcludes depreciation of fixed assets and amortization of finite-lived intangible
assets. Depreciation and amortization was consistent for the year ended December 31, 2017, compared with the prior period as
capital spending has remained consistent over the periods.

Restructuring and Other Charges

Restructuring and other charges increased $17 million. The increase was primarily due to higher personnel-related
termmnation costs for voluntary and involuntary severance actions. (See Note 15 to the accompanying consolidated financial
statements.)

Loss (Gain) on Disposition

The change in loss (gam) on disposition was $67 million. We recorded a $4 million loss for the year ended December 31,
2017 due to the sale of the Raw and Betty production studios on April 28, 2017, compared with a gain of $63 million for the year
ended December 31, 2016. The gam on disposition recorded for the vear ended December 31, 2016 1s comprised of the $50
million gain for the deconsolidation of our digital networks business Seeker and SourceFed Studios in connection with the
Group Nine Transaction and the $13 million gain due to the disposition of our radio businesses in the Nordics. (See Note 3 to the
accompanying consolidated financial statements. )

Interest Expense

Interest expense increased $122 million for the year ended December 31, 2017 primarily due to costs incurred for the
unsecured bridge loan comumitment as well as interest accrued on the senior notes 1ssued on September 21, 2017 for the
financing of the anticipated Scripps Networks acquisition. {See Note 9 to the accompanying consolidated financial statements.)
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Loss on Extinguishment of Debt

On March 13, 2017, we issued new senior notes in an aggregate principal amount of $650 million and used the proceeds to
fund the repurchase of $600 million of combined aggregate prmcipal amount of our then-outstanding senior notes through a cash
tender offer that closed on March 13, 2017, As a result, we recognized a $54 million loss on extinguishment of debt, which
included $50 million for premiums to par value, $2 million of non-cash write-offs of unamortized deferred financing costs, $1
million for the write-off of the original issue discount of the existing senior notes and $1 million accrued for other third-party
fees. (See Note 9 to the accompanying consolidated financial statements.)

Loss from E quity Investees, net

Losses from our equity method investees increased $173 million primarily due to losses from investments in limited
liability companies that sponsor renewable energy projects related to solar energy. partially offset by increases in earnings at
OWN and decreases in losses at All3Media. (See Note 4 to the accompanying consolidated financial statements.)

Other (Expense) Income, Net

The table below presents the details of other expense, net (in millions).

Year Ended December 31,

2017 2016

e e &3S 75
Losses on derivative instruments (82 (12}
Remeasurenent gain oil previously held equuty miterest: -7 33 s
Interest income o . . 21

Othet-than tefipotary ipartient of AFS IvEstents s el s (62)
Other income, net 1 3
Total othier (€xpense) NCOME, et i i 3 : (110y-%- : 4

Other expense increased $114 million in 2017. We recorded foreign currency losses during 2017 compared to foreign
currency gains during 2016, mostly due to exchange rate changes on the U.S. dollar compared with the British pound that
inpacted foreign currency monetary assets. Increases 1 losses from derivative mstruments primarily resulted from losses of 398
million on interest rate contracts used to economically hedge the pricing for the issuance of a portion of the dollar-deneminated
senior notes, which were settled on September 21, 2017, The interest rate contracts did not receive hedging designation. The
losses were partially offset by various other items, including a gain of $17 million on previously settled interest rate contracts for
which the hedged issuance of debt is considered remote following the issuance of the senior notes on September 21, 2017. (See
Note 9 and Note 10 to the accompanying consolidated financial statements.) On November 30, 2017, the Company acquired
from Harpo a controlling interest in OWN. We recognized a remeasurement gain to account for the difference between the
carrying value and the fair value of previously held 49.50% equity interest. (See Note 3 to the accompanying consolidated
financial statements. )
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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,

2017 2016
U:3. federal statutory incoine tax rate . 35.9%" 35%
State and local income taxes, net of federal tax benefit . (18)% .(2)%
Effect of foreign operations : 25% (1)%
Domestic production activity deductions 39 % (4%
Chiarige 11 UnGeTtalIT tax positions e (44)% =%
Goodwill impairment (334)% — %
Renewable energy investments tax credits = oo 142:9 - 1%
Preferred stock modification (9)% — %
Impact of Tax Reform Act o 32.% =%
Othei‘, net o 4 9% — %
Effective incotmne fax Tate =5 m i (128)%" 27%

Income tax expense was $176 million and $453 million and our effective tax rate was (128)% and 27% for 2017 and 2016,
respectively. During 2017, the decrease in the effective tax rate was primarily attributable to the impact of non-cash goodwill
npairment charges that are non-deductible for tax purposes. Thereafter, the decrease m the effective tax rate was prunarily due
to investment tax credits that we receive related to our renewable energy investiments, and to a lesser extent, the domestic
production activity deduction benefit, the allocation and taxation of income among multiple foreign and domestic jurisdictions.
and the impact of the 2017 Tax Act (see Note 16 to the accompanying consolidating financial statements). The benefits were
partially offset by an increase i reserves for uncertain tax positions m 2017, In 2016, we favorably resolved multi-year state tax
positions that resulted in a reduction of reserves related to uncertain tax positions that did not recur in 2017.

01.11.2020 kI 02:57 Brgnngysundregistrene Side 76 av 196



Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 914493420

Segment Results of Operations — 2017 vs. 2016

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: (1) mark-to-market share-based compensation,
(11) depreciation and amortization, (111) restructuring and other charges, (1v) certamn impanment charges, (v) gams and losses on
business and asset dispositions, and (vi) certain inter-segment eliminations related to production studios. Additionally, beginning
with the quarter ended September 30, 2017, Adjusted OIBDA also excludes material incremental third-party transaction costs
directly related to the Seripps Networks acquisition and planned integration. We use this measure to assess the operating results
and performance of our segments, perform analytical comparisons, identify strategies to unprove performance, and allocate
resources to each segient. We believe Adjusted OIBDA 1s relevant to investors because 1t allows them to analyze the operating
performance of each segment using the same metric management uses. We exclude mark-to-market share-based compensation,
restructuring and other charges, certain impairment charges, gains and losses on business and asset dispositions and Seripps
Networks acquisition and integration costs from the calculation of Adjusted OIBDA due to their impact on comparability
between periods. 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 current reporting period. Certain corporate expenses and inter-
segiment 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. As of January 1, 2017, the Company no longer
excludes amortization of deferred launch mcentives in calculating total Adjusted OIBDA as this expense 1s not material. For the
year ended December 31, 2016, deferred launch incentives of $13 million were not reflected as an adjustinent to the calculation
of total Adjusted OIBDA in order te conform to the current presentation.

Adjusted OIBDA should be considered mn addition to, but not a substitute for, operating income, net (loss) income and
other measures of financial performance reported in accordance with U.S. generally accepted accounting principles (“GAAP™).

Additional financial mformation for our segments and geographical areas in which we do business 1s discussed in Note 21
to the accompanying consolidated financial statements included m Item 8, “Financial Statements and Supplementary Data™ in
this Annual Report on Form 10-K.

The table below presents the calculation of total Adjusted OIBDA (in willions).

Year Ended December 31,

2017 2016 % Change

Revernue: : :

U.S. Networks 3 3434 % 3,285 5%

International Networks: oo e e s 398 3,040 8%

Education and Other 158 174 (9)%
_-.-_.Corporateandinte_:r—s_e_:gme_:nte_:liminatio_ns S e (2) NM
Total revenue 6,873 6,497 6 %
Costs of revenues, excluding depreciation and amortization' o (2,656) (2,432) . 9%
Selling, general and administrative™ (1,686) (1,652) 2%
Total Adjtisted OIBDA: s § 55313 DATB

@ Selling, general and adnunistrative expenses exclude mark-to-market share-based compensation, restructuring and other charges,
gains {losses) on dispositions and third-party transaction costs directly related to the Seripps Networks acquisition and planned
integration.
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The table below presents a reconciliation of consolidated net income available to Discovery Commumnications, Inc. to total

Adjusted OIBDA (in millions}.

Year Ended December 31,

2017 2016 % Change
Net (loss) income available to Discovery Communications, i .
R e (370§ 1194 128)%
Net income attributable to redeemable noﬁcoﬂtrolling o . .
interests 24 23 4%
Netincottie attribuitable 16 norcontrollig interests oy — 10 NM
Income tax expense 176 453 {61)%
Other expense_(incom_e), net L O e () S NM
Loss from equity investees, net 211 38 NM
Loss on extmguushinent of debt R S D L NM
Interest expense 0 475 353 35 %
Operating income T T 2038 (65%
Loss (gain) on disposition 4 (63) . NM
Restructuring and other charges 75 S8 20.%
Depreciation and amortization 330 322 2%
Impe_iirment of goodwill v 1327 — N'l\l
Mark-to-market share-based compensation 3 38 NM
Seripps Networks trangaction and i'ntegratii_)ri COSES /o 79 e NM
Total Adjusted OIBDA 3 2531 3 2,413 5%
U.S. Networks

The table below presents, for our U.S. Networks segment, revenues by type, certain operating expenses, Adjusted CIBDA

and a reconciliation of Adjusted OIBDA to operating inconte (in millions).

Year Ended December 31,

2017 2016 % Change

Révefities; 40t T T T

Distribution $ 1612 $ 152 5 %

Advertising S 1,740 1,690 3.%

Other L 82 63 30 %
Total reventes g 3 AR 3,285 5%
Costs of revenues, excluding depreciation and amortization 917) (891) 3 %
Sellirig; general and administrative: - (491) (472) 4-%
Adjusted OIBDA 2.026 1,922 5%
Depreciation and amortization (35).. (28) s O
Reﬁtmctm‘ing and other char;ges ....... (18) (1 Sj 20 %
Gain on dispositions — SO NM
Inter-s egment eliminations (1 2 (1 4) {14)%
Cpemtingiineome E 56 5 1916 2%

Revenues

Distribution revenue consists principally of fees from affiliates for distributing our linear networks, supplemented by

reverue earned from SVOD content licensing and other emerging forms of digital distribution. Distribution revenues increased
5%. Excluding the impact of the OWN acquisition, distribution revenues increased 4%, prunarily driiven by increases m affiliate

fee rates and mereases in SVOD revenue due to the timing of content deliveries. These increases were partially offset by a

decline in affiliate subscribers. Total portfolio subscribers declined 5% for the year ended December 31, 2017, while subscribers

to our fully distributed networks declined 3% for the same period
Advertising revenue increased 3%. Excluding the impact of the OWN and TEN acquisitions and the Group Nine

Transaction, advertising revenue increased 2% for the year ended December 31, 2017, The increase was primarily due to pricing
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mcreases and continued monetization of our GO platform, partially offset by lower audience delivery due to continued linear
distribution audience universe declines.

Other revenue increased 30% primarily due to the formation and consolidation of the VTEN joint venture during the third
quarter of the current year. (See Note 3 to the accompanying consolidated financial statements.)

Costs of Revenues

Costs of revenues increased 3% for the year ended December 31, 2017. Excluding the impact of OWN and TEN
acquisitions and the Group Nine Transaction, costs of revenue increased 1%. Content amortization was $752 million and $716
muillion for 2017 and 2016, respectively.

Selling, General and Administrative

Selling, general and administrative expenses increased 4%. Excluding the impact of OWN and TEN acquisitions and the
Group Nine Transaction, selling, general and administrative expenses increased 1% for the year ended December 31, 2017.
Increased spending on viewer research was offset by decreases in personnel and marketing costs.

Adjusted OIBDA

Adjusted OIBDA increased 5% primarily due to increases in distribution and advertising revenues, partially offset by
increases in costs of revenues. Excluding the impact of the OWN and TEN acquisitions and the Group Nine Transaction,
adjusted OIBDA also increased 5%

International Networks

The following table presents, for our International Networks segment, revenues by type, certain operating expenses,
Adjusted OIBDA and a reconciliation of Adjusted OIBDA to operating income (in millions).

Year Ended December 31,

2017 2016 % Change
REVaRLiagE T, e, e
11 %
219 A
Other 87 80 9 %
Total revenues S 3,281 3,040: 8%
Costs of 1‘evenues., éx.clﬁc.liﬁg. deﬁrééiétibﬁ ahd .an.lo.lt.iz.at.io.n. . (1,677) . (1,462) 15 %
Selling; general and administrative - ; (745) (743 (]
Adjusted OIBDA 859 835 3 %
.Deprecia.tio.n and amOI'tlZathl’l .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: Sl (222) ...................... (221) . .: .: .: .: .: .: _%
Impanment of goodwill (489) — NM
Restriicturing and other charges g (42) (26) - 62:%
Gain on disposition — 13 NM
Ititetseptiient e_limi_n_ations S (A G NMY
Operating income 3 106 §$ 597 (82)%

Revenues

Distribution revenue increased 11%. Excluding the impact of foreign currency fluctuations, distribution revenue increased
9%. The increase was mostly due to increases in contractual rates in Europe following further investment in sports content, and
to a lesser extent increases in Latin America due to increases in rates offset by decreases in subscribers. Contributions from other
distribution revenues also contributed slightly to growth. Other distribution revenues were comprised of content deliveries under
licensing agreements. These increases were partially offset by decreases in contractual rates in Asia.

Advertising revenue increased 4%. Excluding the impact of foreign curency fluctuations, advertising revenue inecreased
3%. The increase was primarily driven by increases in volume across key markets in Europe, particularly Southern Europe and
Germany, and Latin America. The increase was partially offset by declines in ad sales due to lower pricing and volume in Asia.

Other revenue remained consistent with the prior year.
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Costs of Revenues

Costs of revenues increased 15%. Excluding the impact of foreign currency fluctuations, costs of revenues mcreased 12%.
The merease was mostly attributable to mcreased spending on content, particularly sports rights and associated production costs.
Content amortization was $1.1 billion and 3976 million for 2017 and 2016, respectively.

Selling, General and Administrative

Selling, general and administrative expenses remained consistent with the prior year.

Adjusted OIBDA
Adjusted OIBDA increased 3% as moreases in distribution and advertising revenues were offset by increases in costs of

revenues, related to content expernse.

The mpairment of goodwill presented above for International Networks 1s a portion of the total goodwill impairment
recorded for the European reporting unit during 2017. The remaining portion of the inpairment of $838 million is a component
of corporate and inter-segment eliminations. The presentation of goodwill impairment is consistent with the financial reports that
are reviewed by the Company's CEO. Goodwill has been allocated from corporate assets to reporting units within the
International Networks segment.

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,

2017 2016 % Change
Reveriies -$ 158:-% 174 (9)%
Costs of revenues, excluding depreciation and amortization (60) 79 (24)%
Sellitig;: gerieral and administrative- oo 0 o (92) (1OS)umm(12)%
Adjusted OIBDA 6 (10) NM
Depreciation and armortization 3 (7 (29)%
Restmctm‘mg and other charges . . 3) (3) YA
Loss-on disposition 700 [€)) L NM
Inter-segm ent eliminations 12 18 {33)%
Operating _income (loss) B G B (2) NM

Adjusted OIBDA increased $16 million. The increase was primarily due to improved operating results for the education
business and the disposition of the Raw and Betty production studios.

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 CIBDA to operating loss (in millions).

Year Ended December 31,

2017 2016 % Change
Revenues 8 et T (s NM
Costs of revenues, excluding depreciation and amortization 2 — NM
Selluiig; gerieral and admimstrative o A(358) (332). 8%
Adjusted OIBDA (360) (334) 8 %
Mark-to-inarket share-based c'ompe'ns'atibri : :: :: :: :: :: :: :: (3) (38) s N MY
Depreciation and ameortization (68) (66) 3 %
Impamrment of goodwill : (838) e NM
Restructuring and other charges . (1 2 (1 4) (14)%
Beripps Networks transaction ‘and integratiorn ¢osts B )| S NM
Operating loss ' $ (1,360) $ (452 NM
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Corporate operations primarily consist of executive management, adminstrative support services, substantially all of our
share-based compensation and transaction and integration costs related to the Scripps Networks acquisition.

Adjusted OIBDA decreased 8% due to mereased costs related to personnel, legal and technology for data security.

The impairment of goodwill presented above for corporate and inter-segment eliminations is a portion of the total goodwill
impairment recorded for the BEuropean reporting unit during 2017. The remainming portion of the impairment of $489 million is a
component of our International Networks segment. The presentation of goodwill impairment is consistent with the financial
reports that are reviewed by the Company's CEQ. Goodwill has been allocated from corporate assets to reporting units within
corporate and inter-seginent eliminations.

The decrease m mark-to-market share-based compensation expense was primarily attributable to a decrease m Discovery's
stock price in 2017 compared to 2016. Changes in stock price are a key driver of fair value estimates used in the attribution of
expense for 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 RSUS5 15 included m Adjusted OIBDA as a
component of selling, general and administrative expense.

Items Impacting Comparability

From time to time certain items may impact the comparability of our consolidated results of operations between two
periods. In comparmg the financial results for the years 2017 and 2016, the Company has identified foreign currency as one such
1tem, as noted below. The Company also has various acquisitions and dispositions that mpact the comparability of our results.
To the extent that the transaction materially impacts a particular item or segment, it may be discussed in the relevant section
above (see Note 3 to the accompanymg consolidating financial statements).

Foreign Currency

The mnpact of exchange rates on our business 1s an important factor in understanding period to period comparisons of our
results. For example, our international revenues are favorably impacted as the U.S. dollar weakens relative to other foreign
currencies, and unfaverably 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 currency umpacts.
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 our currencies determined early in the fiscal year 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 tables below (in millions). Results on a constant currency basis, as we present them, may not be comparable to similarly
titled measures used by other companies.

Consolidated Year Ended December 31,
%o Change %o Change
2017 2016 (Reported) (ex-FX)

ReVerilies: i i S : o g

Distribution $ 3474 % 3.213 8% 7%

Advertising : : : : : : : 3073 2,970 3% 3%

Other 326 314 4% 6%
Total revetiues = =00 6B B G AT 6% 5%
Costs of revenue, excluding depreciation and amortization 2,656) (2,432} 9% 8%
Sellirig; general and administrative expense. iy 0 686) i (1652) 1 s 2% T 0%
Adjusted OIBDA 3 2531 § 2413 5% 5%
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International Networks

Year Ended December 31,

% Change %o Change
2017 2016 (Reported) (ex-FX)
Revenues: i
Distribution $ 1,862 3 1,681 11% 9%
AAdVertising o 1:332 1,279 A% 3%
Other 87 80 9% 8 %
Total TeVEriies i B BB i BI040 B 7-%
Costs of revenue, excluding depreciation and amortization (1,677) (1,462} 15% 12 %
Selling; general and administrative experises o nw s (745) - SA(TABYy e =%
Adjusted oBpA $ 859 § 835 3% 3%
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RESULTS OF OPERATIONS — 2016 vs. 2015

Year Ended December 31,

2016 2015 % Change

Revenues:: R :

Distribution $ 3213 % 3,068 5%
ARSI 2970 3,004 1%

Other 314 322 (2%
Total revenuies 6,497 - i 6,394 2%
Costs of revenues, excluding depreciation and amortization 2432 2.343 4 %
Selling; general and administrative = 1,690~ 669 T %
Depreci.ation and amortization 322 330 (")%
Restructuring and other charges 0 i S8 50, 16 %
(Gain) loss on disposition (63) 17 NM
Total costs and expenses ~ T a9 o 4,400 - 1%
Operating income 2,058 1,985 4 %
TESFESE SR PSTISE 711 (383 (33 0) T T g
(Loss) income ncone from equity method investees, net (38) 1 NM
Otherincome (expense), net .~ 8 4 97) NM
.Income before income taxés o 1,671 1.559 7 %
TGRS e 77 (453) (S 1%
et income R s o 6o
Net income attributable 16 noncontrolling interests (L)L) o e O
Net {income) loss attributable to redeemable noncontrolling

interests (23) (13) 77 %
Netincome aviilable to Discovery Commiutications; Inc. $oir 194§ e 1034 ] 5 %

NM - Not meaning ful

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 content, and the market demand for the content
that we provide. Distribution revenue increased 5%. Excluding the nupact of foreign currency fluctuations and the acquisition of
Eurosport France in March 2015, distribution revenue increased 7% at our U.S. Networks segment and 9% at our International
Networks segment. U.S. Networks distribution revenue increased primarily due to contractual rate increases partially offset by
slight declines i subseribers. International Networks' distribution reverrue increases were mostly due to mereases m rates
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 to our channels, viewership demographices, 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 mpact the pricing and volune of our advertising inventory. Advertising revenue decreased 1%.
Excluding the impact of foreign currency fluctuations and the disposition of the Company's radio business, advertising revenue
mereased 2% as a result of wncreases of 2% at our U.S. Networks and 3% at our International Networks. The increase for our U.S.
Networks was due to mventory management and pricing increases, partially offset by a decline in ratings. The increase for our
International Networks was primarily driven by ratings and volume in Southern Eurepe, and to a lesser extent. pricing, ratings and
volume in Central and Eastern Europe, the Middle East, and Africa (“CEEMEA?”), partially offset by lower ratings in Northern
EBurope.

Other revenue decreased 2%. Excluding the impact of foreign currency fluctuations and the disposition of the Company's
radio business, other revenue, which includes revenues from services provided to equity investees, increased 3%. This was due to
wmereases at our U. 3. Networks 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 2015 and the disposition of the Company's radio business, costs of revenues increased 7% for the year ended December
31, 2016. The increase was primarily attributable to increased spending for content on our networks, particularly sports rights and
assoclated production costs, and increases in content impairments in Northern Europe as a result of changes in programming
strategies. Content amortization was $1.7 billion and $1.6 billien for the years ended December 31, 2016 and December 31, 2015,
respectively.

Selling, General and Administrative

Selling, general and administrative expenses consist principally of employee costs, marketing costs, research costs,
occupaney and back office support fees. Selling, general and administrative expenses increased 1%. Excluding the impact of
foreign currency fluctuations 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
colmpensation expense from increases in the Company's stock price and marketing expense.

Depreciation and 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 were slight declines in capital
spending and no new significant business combinations.

Restructuring and Other Charges

Restructuring and other charges increased 38 million for the year ended December 31, 2016. The increase was primarily due
to persommel-related termination costs for voluntary and imvoluntary 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) Loss on Disposition

Gain on disposition increased $80 million for the year ended December 31, 2016 as a result of a gain recorded upon the
deconsolidation of our digital networks businesses Seeker and SourceFed Studios on December 2, 2016 in connection with the
Group Nine Media transaction, and the recognition of a gain following the resolution of the final contingent payment for the sale of
the radio busmess, 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 of the 4.90%
senior notes due March 2026, (See Note 9 to the accompanying consolidated financial statements )

(Loss) Income from Equity Investees, net

Losses from our equity method investees increased $39 million due to nvestments in limited liability companies that spensor
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 accompanymg consolidated financial statements. )
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Other Expense, Net

The table below presents the details of other income (expense), net (in millions).

Year Ended December 31,

2016 2015
Foreigi lirrenicy gams (108888), Bt (i e . 7530 (103}
(Losses) gains on derivative instruments 12 5
Remeasurenient gain oml previously held equuty miterest: -7y e 2"
Other—than—temporm;y iﬁlpaiﬁnent of AFS investments (62) —
Other income (eXpense); net i i 3 (13
Total other income (expense), net 3 4§ (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 cwrency (gains) losses, net 15 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 m net remeasurenent gains. The gains in the current year are in contrast to losses in the prior period for the
remeasurement of our 1.90% 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 m Venezuela following a steep decline m value during

the prior year.

Income Taxes

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

Year Ended December 31,

2016 2015
U: 3. federal statutory income tax rate i 35%: 35%
State and local income taxes, net of federal tax benefit . (2)% . 2%
Effect of foreign operations™ - © T (1% 1%
Domestic production activity deductions (4)% (3)%
Change in uncertain tax positions o % 1%
Renewable ehergy investments tax credits (1.)% — %
Other; met-niniiiniinin i i b e e D (1) %
Effective mcome tax rate 27 % 33 %

Income tax expense was $453 million and $511 million and the effective tax rate was 27% and 33% for 2016 and 2015,
respectively. The net 6% decrease in the effective tax rate was attributable to the resolution of multi-year state tax positions that
resulted m 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 201 6. (See Note 16 to the accompanying consolidated financial

statements, )
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Segment Results of Operations — 2016 vs. 2015

As of January 1, 2017, the Company no longer excludes amortization of deferred launch incentives in calculating total
Adjusted OIBDA as this expense 1s not material. For the years ended December 31, 2016 and December 31, 2015, deferred launch
incentives of $13 million and $16 million, respectively, were not reflected as an adjustment to the calculation of total Adjusted
OIBDA 111 order to conform to the current presentation.

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

Year Ended December 31,

2016 2015 % Change
RéY'EI"lu'ES'l .............. . ST S : e :
U.S. Networks 3 3285 % 3,131 5%
s Interfiational Networks oo R A0 T 3,092 2)%
Education and Other 174 173 1%
Corporate and inter-seégment eliminations : (2 2) ]
Total revenues . 6,497 6,394 2%
Costs of revenues, excluding depreciation and anmortization (2,432 (2,343) 4:%
Selliﬁg, general and administrative® . (1 ,652). (1,669) . (1 %o
Adjusted OIBDA 3 24138 2382 1%

@ Selling. general and administrative expenses exclude mark-to-market share-based compensation, restructuring and other charges and
gains (losses) on dispositions.

The table below presents our Adjusted CIBDA, with a reconciliation of consolidated net income available to Discovery
Communications, Inc. to total Adjusted OIBDA (in millions).

Year Ended December 31,

2016 2018 % Change
Net income available to Discovery Communications, [ric. 2§ 000 1519408 00 1,034 0 015:%
Net income attributable to redeemable noncontrolling
interests 23 13 NM
Net income attributable to noncontrolling interests S 10 oo )
Income tax expense . S . 453 511 (11)%
Other (expenise) MCOMiE, Tet. =i (4 97 NM
Income (loss) from equity im}estees. net - 1) NM
Tnterest BXPRISE il i L 35300 330.0 7%
Operating mcone 2,058 1,985 4 %
(Gainy loss on disposition _ (63) S W NM
Restructuring and other charges 58 50 16 %
De’pl"ec’:ia’ti_o’n'al‘ld a'lTl'Ol"fiZ'ati_O'l’l': 3_2_2 S 330 ER (2)%
Mark-to-market share-based compensation 38 — (1 OO)%
Total Adjusted OIBDA =0 SR 2413 0§ 2,382 1%
Adjusted OIBDAC 0
. U.S. Networks 3 1,922 § 1,774 8%
Ttiteimational Networks S 835 945 12)%
Education and Other (10) (2) NM
“wrCorporate and inter-seginent eliminations Chmnnnn(334) (335) =%
Total Adjusted OIBDA 3 2413 % 2,382 1%

L
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U.S. Networks

The following table presents. for our U.S. 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,

2016 2015 % Change

Revenues: :

Distribution 3 1,532 $ 1,431 7 %
AdvertIsing S S L6900 S0 0 0

Other 63 50 26 %
TOUALITGYBEILiGS L —— 3TaT 50
Costs of revenues, excluding depreciation and amortization . . (891) (892 — %
Belling general ‘and administrative - o (472) . (465) 2%
Adjusted OIBDA N 1.922 1774 8 %
Depreciation and amortization (28) (29) (3)%
RestmctLu.'ing and other cllél‘ges (15). (33) (55)%
Gain on disposition - - o 50: — NM
Inter-segment eliminations (14) (8) 75 %
Operatitig INCOMIS .00 S 1,915 % 1,704t 2 0%

Revenues

Distribution revenue ncreased 7%, primarily due to contractual rate increases that melude market adjustments for certain
recent contract renewals partially offset by slight declines in subscribers.

Advertising revenue increased 2%, due to inventory management and pricing increases, partially offset by a decline in
ratigs.

Other 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 2015, respectively.

Selling, General and Administrative

Selling, general and admimstrative expenses mereased 2% as increased spending on marketng was offset by decreases m
persomnel costs.

Adjusted OIBDA

Adjusted OIBDA increased 8%. primarily due to increases in distribution and advertising revenue.
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International Networks

The following table presents, for our International Networks segment, revenues by type, certain operating expenses, certain
contra revenue amounts, Adjusted OIBDA and a reconciliation of Adjusted OIBDA to operating income (in millions). In addition,
see the International Networks' table in "Results of Operations — 2016 vs. 2015 — Items Impacting Comparability” for more
wformation on Burosport.

Year Ended December 31,

2016 2015 % Change
B T T e S R R
Distribution $ 1681 S 1,637 3%
Y e 1279 1353, (5%
 Other 80 U (22)%
Total reveruues T o 5092 @%
Costs of revenues, excluding depreciation and amortization (1,462) (1,375) 6 %
Sellinig; general and adininistrative: = (743) (772):=. (A%
Adjusted OTBDA 835 945 (12)%
Depreciation and amortization (PP L (235 ) i (6)%
Restructuring and other charges (26) (14) 86 %
Loss on dispositicn T 1300 a7 NM
Inter-segmenfeliminﬂtions . (4). (3) . 33 %
Operating income 3 SOT 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 Burope and
mereases in subseribers and rates i Latin America. Such growth 1s consistent with the value negotiated m new arrangements
following mvestment m sports content m markets m Burope and the contmued development of the pay-TV markets in Latin
America.

Advertising revenue decreased 5%. Excluding the mmpact 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 Southern
Europe, and, to a lesser extent, pricing, ratings and volume in CEEMEA, partially offset by lower ratings in Northern Europe and
lower price, ratings and volume in Asia.

Other revenue decreased 22%. Excluding the impact of foreign currency fluctuations and the disposition of the Company's
radio business, other revenue decreased 17% due to a reduction in sublicensing revenue for Eurosport.

Costs of Revenues

Costs of revenues increased 6%. Excluding the impact of foreign currency fluctuations, the acquisition of Eurosport France m
March 2013, and the disposition of the Company's radic 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 m content
impairments, primarily mn Northern Europe as a result of changes in programming strategies. Content amortization was $976
million 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 components of
selling, general and administrative expenses included 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.
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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,

2016 2018 % Change
Revenues: - $ 174:.°% 173 1%
Costs of revenues, excluding depreciation and amortization (79) (75) 5%
Selling, general and adininistrative 0 Dl n i S SR (105 )L (100) T 50
Adjusted OTBDA (10) 2 NM
Depreciation and amortization . 55 R (7 (7)o L0
Restructuring and other charges (3) 2 50%
Inter-segment eliminations o 18 1T 64%
Operating income . 3 2) % — NM

Adjusted OIBDA decreased $8 million. The decrease was primarily due to additional operational spending to mvest in
Education's digital textbooks, which more than offset improvements in operating expenses at the Studios business.

Corporate and Inter-segment Eliminations

The following table presents, for our unallocated corporate amounts, revenue, certain operating expenses, Adjusted CIBDA,
and a reconciliation of Adjusted OIBDA to operating loss (in millions).

Year Ended December 31,

2016 2015 % Change
Réveniies 3 (2): % o {2y pry
Costs of rev.enues, excluding depreciation and amortization . — . (1.) . NM
Selling,'gene;re_il and adrn.in.istrative. S (30 s (B32) .'—.'.%
Adjusted OIBDA (334) (335) — %
Mark-to-market-equity-based compensation - 0 -0 L (38) — NM
Depreciation and amortization (66) (59 12 %
REStUCHITing A Gthit Chatges 7y (D (1) NM:
Operating loss 3 (452) $ (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.

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 estimates used in the attribution of
expense for stock appreciation rights (" SARs") and performance-based restricted stock units ("PRSUs"). By contrast, stock options
and service-based restricted stock units ("RSUs") are fawr valued at grant date and amortized over their vesting period without
mark-to-market adjustments. The expense associated with stock options and RSUs 1s included in Adjusted OIBDA 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 and the unpact 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 understanding period to period comparisons of our
results. For example, our mnternational revenues are favorably mmpacted as the U.S. dollar weakens relative to other foreign
currencies, 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
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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 m 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 currency impacts. The
ex-FX change 1s calculated as the difference between the cwrent year amounts translated at a baseline rate, a spot rate for each of
our currencies determined early in the fiscal year as part of our forecasting process, (the “2015 Baseline Rate”) and the prior year
amounts translated at the same 2015 Baseline Rate. In addition, consistent with the assumption of a constant currency enviromment,
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 1s reflected in the tables below (in
millions). Results on a constant currency basis, as we present them, may not be comparable to similarly titled measures used by
other companies

Consolidated Year Ended December 31,
%o Change %o Change
2016 2015 (Reported) (ex-FX)

Rev_em_le_s: o S

Distribution 3 3213 % 3,068 5% 9%
VBTSNG04 (1% %

Other 314 322 (2)% 29
Total reverites 6,497 6394 SR % A%
Costs of revenue, excluding depreciation and amortization 2,432 2.343 4 % 6%
Selling; general and administrative experise “:nnini 1,690 1,669 1% 4%
Adjusted OIBDA $ 2413 % 2.382 1% 5%
International Networks Year Ended December 31,

% Change %o Change
2016 2015 (Reported) (ex-FX)

Revenues: 1 i i s

Distribution $ 1681 § 1637 3% 10 %

Advertising - : 1,279 - 1,353 (5)% (2%

Other 80 102 (22)% (20)%
TGt TeVBRTigs T s0a0. A0m % A%
Costs of revenue, excluding depreciation and amortization 1,462 1.375 6 % 10 %
Selling; general ‘and administrative experises o n s T43 772 (H% 1%
Adjusted OIBDA $ 835 $ 945 (12)% (4%

There are no other items mmpacting comparability.

LIQUIDITY AND CAPITAL RESOURCES
Liquidity
Sources of Cash

Historically, we have generated a significant amount of cash from operations. During the year ended December 31, 2017,
we funded our working capital needs primarily through cash flows from operations. As of December 31, 2017, we had $7.3
billion of cash and cash equivalents on hand. We maintain an effective Registration Statement on Form S-3 that allows us to

conduct registered offerings of securities, including debt securities, common stock and preferred stock. Access to sufficient
capital from the public market is not agsured.
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*«  Debt
Debt Incurred for the Scripps Networks Acquisition

In August and September 2017, the Company entered into $2 billion of term loan credit facilities and issued $6.8 billion
of senior notes to fund a portion of the Scripps Networks acquisition. On September 21, 2017, DCL, a wholly-owned
subsidiary of the Company, issued $5.9 billion in senior fixed rate notes, $400 million in senior floating rate notes
(together, the "2017 USD Notes") and £400 million principal amount of 2.500% fixed rate senior notes (the "Sterling
Notes"), collectively the "2017 Senior Notes.” Using exchange rates as of December 31, 2017, the senior notes had a
weighted average effective interest rate of 3.9% without including the impact of debt issuance costs. The proceeds
received by DCL from the 2017 Senior Notes were net of a $11 million issuance discount and $57 million of debt
issuance costs. The 2017 Senior Notes are fully and unconditionally guaranteed by the Company. Some of these
proceeds have been invested in short-term investments until the closing of the acquisition. Approximately $5.9 billion
aggregate principal amount of the senior notes is subject to repayment by the Company to satisfy provisions related to
the special mandatory redemption provision attached to certain series of the 2017 Senior Notes. The special mandatory
redemption provision requires the Company to redeem the applicable senior notes for a price equal to 101% of the
principal amount plus any accrued and unpaid interest on the applicable semor notes, followmg a termmation of the
Scripps Networks Merger Agreement or if the merger does not close prior to August 30, 2018. The $5.9 billion
principal amount of senior notes subject to the special mandatory redemption provision will be classified as noncurrent
until either of the contingent events which would trigger the redemption has occurred. As of December 31, 2017,
neither of the contingent events have occurred and therefore these senior notes are classified as noncurrent.

On August 11, 2017, DCL, a wholly-owned subsidiary of the Company, entered into a three-year delayed draw tranche
and a five-year delayed draw tranche unsecured term loan credit facility (the "Term Loans"), each with a principal
amount of up to $1 billion. The term of each delayed draw loan begins when Discovery borrows the funds to finance a
portion of the purchase price of the Scripps Networks acquisition, The Term Loans' interest rates are based, at the
Company's option, on either adjusted LIBOR plus a margin or an alternate base rate plus a margin. The Company will
pay a comniitment fee of 20 basis points per annum for each loan, based on its current credit rating, beginning
September 28, 2017 until either the funding of the Term Loans or the termination of the Scripps Networks acquisition.
As of December 31, 2017, the Company has not yet borrowed on the term loan credit facilities.

Issuance of Debt to Fund the Tender Offer for Cutstanding Senior Notes

On March 13, 2017, DCL issued $450 million principal amount of 3.80% senior notes due March 13, 2024 (the "March
2017 USD Notes") and an additional $200 million principal amount of its existing 4.90% senior notes due March 11,
2026 {the "2016 USD Notes"). The Company used the proceeds to fund the repurchase of $600 million of combined
aggregate principal amount of our then-outstanding senior notes through a cash tender offer that also closed on March
13,2017,

All of DCL's outstanding senior notes are fully and unconditionally guaranteed on an unsecured and unsubordmated
basis by Discovery and contain certain covenants, events of default and other customary provisions.

Revolving Credit Facility

We also have access toa $2.5 billion revolving credit facility, as amended on August 11, 2017 (See Note 9 to the
accompanying consolidated financial statements). Borrowing capacity under this agreenient is reduced by the amount
of outstanding borrowings under our commercial paper progran, As of December 31, 2017, the Company had
outstanding borrowings under the revolving credit facility of $425 million at a weighted average interest rate of 2.69%.
The revolving credit facility agreement provides for a maturity date of August 11, 2022, and the option for two
additional 364-day renewal periods. 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
corperate purposes.

The credit agreement governing the revolving credit facility (the “Credit Agreement”) contains customary
representations, warranties and events of default, as well as affrmative and negative covenants, which muror the
provisions of the credit agreement governing the Term Loans, including limitations on liens, investments, indebtedness,
dispositions, affiliate transactions, dividends and restricted payments. DCL, its subsidiaries and Discovery are also
subject to a limitation on mergers, liquidation and disposals of all or substantially all of their assets. The Credit
Agreement, as amended on August 11, 2017, continues to require DCL to maintain a consolidated interest coverage
ratio (as defmed m the Credit Agreement) of no less than 3.00 to 1.00 and now requires a consolidated leverage ratio of
financial covenant of 5.50 to 1.00, with step-downs to 5.00 to 1.00 in the first year after the closing and 4.50 to 1.00 in
the second year after the closing. As of December 31, 2017, Discovery, DCL and the other borrowers were in
compliance with all covenants and there were no events of default under the Credit Agreement
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Commercial Paper

Under our commercial paper program and subject to market conditions, DCL may issue 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 ballion. The matwrities 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, 2017, we had no commercial paper borrowings outstanding. Borrowings under
the commercial paper program would reduce the borrowing capacity under the revolving credit facility arrangement
referenced above.

We repay our senior notes, term loans, revolving credit facility and commercial paper as required, and accordingly these
sources of cash also require use of our cash

+  Cash Settlement of Common Stock Repurchase Contract

We elected to settle our outstanding prepaid common stock repurchase contract in cash during the twelve months ended
December 31, 2017, resulting in the receipt of $58 million. The cash received was inclusive of a $1 million premium over
the $57 million up-front cash payment made in 2016 and was determined by the market price of our Series C common stock
during the settlement period in March 2017. (See Note 9 to the accompanying consolidated financial statements. )

+  Dispositions

On February 26, 2018, we announced the planned sale of a controlling equity stake in its education business i the first half
of 2018 to Francisco Partners for cash of $120 million. No loss is expected upon sale. The Company will retain an equity
interest. (See Note 3 to the accompanying consolidated financial statements. )

*  Real Estate Strategy and Relocation of Global Headguarters

On January 9, 2018, we announced a new real estate strategy with plans to relocate the Company's global headquarters from
Silver Sprng, Maryland to New York City, New York mn 2019, Contingent upon the closing of our acquisition of Scripps
Networks, we will establish a National Operation Headquarters at Scripps Networks' current campus in Knoxville,
Tennessee. The sale and closure of our Silver Spring building is expected approximately one year from the closing of the
Scripps Networks transaction.

Uses of Cash

Our primary uses of cash include the creation and acquisition of new content, business acquisitions, repurchases of our
capital stock, mcome taxes, personnel costs, principal and mterest payments on our outstanding debt, and funding for various
investments.

s Investments and Business Combinations
Scripps Networks Acquisition

On February 26, 2018, the U.S. Department of Justice notified the Company that it has closed its investigation into
Discovery's agreement for a plan of merger to acquire Scripps Networks m a cash-and-stock transaction. The estimated
merger consideration for the acquisition totals $12.0 billion, including cash of $8.4 billion and stock of $3.6 billion
based on the Series C common stock price as of January 31, 2018. In addition, the Company will assume Scripps
Networks' net debt of approxumately $2.7 billion m aggregate principal amount. The transaction 13 expected to close by
early 2018.

Scripps Networks shareholders will recerve $63.00 per share in cash and a number of shares of Discovery's Series C
common stock that is determined in accordance with a formula and subject to a collar based on the volume weighted
average price of the Company's Series C common stock. The formula is based on the volume weighted average price of
Discovery's Series C common stock over the 15 trading days ending on the third trading day prior to closing (the
“Average Discovery Price”). Scripps Networks shareholders will receive 1.2096 shares of Discovery's Series C
common stock 1f the Average Discovery Price 13 below $22.32, and 0.9408 shares of Discovery's Series C common
stock if the Average Discovery Price 1s above $28.70. The mtent of the range was to provide Scripps Networks
shareholders with $27.00 of value per share in Discovery Series C common stock: if the Average Discovery Price is
greater than or equal to $22.32 but less than or equal to $28.70, Scripps Networks shareholders will receive a
proportional number of shares between 1.2096 and 0.9408. If the Average Discovery Price 1s below $25.51, Discovery
has the option to pay additional cash instead of issuing more shares above the 1.0584 conversation ratio required at
$25.51. The cash payment 1s equal to the product of the additional shares required under the collar formula multiplied
by the Average Discovery Price; for example, if the Average Discovery Price were $22.32 with a conversion ratio of
1.2096, the Company could offer shares at the 1.0584 ratio and pay for the difference associated with the incremental
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shares 1n cash. Outstanding employee equity awards or share-based awards that vest upon the change of control will be
acquired with a similar combination of cash and shares of Discovery Series C common stock pursuant to terms
specified in the Merger Agreement. Therefore. the merger consideration will fluctuate based upon changes in the share
price of Discovery Series C common stock and the number of Scripps Networks common shares, stock options, and
other equity-based awards outstanding on the closing date. Discovery will also pay certain transaction costs incurred by
Scripps Networks. The post-closing impact of the formula was mtended to result m Seripps Networks® shareholders
owning approximately 20% of Discovery’s fully diluted common shares and Discovery’s shareholders owning
approximately 80%. The Company will utilize previously issued debt proceeds (see Note 6 to the accompanying
consolidated financial statements.) and cash on hand to finance the cash portion of the transaction. The transaction is
subject to approvals and other customary closing conditions.

On July 30, 2017, the Company obtained a commitment letter from a financial institution for a $9.6 billion unsecured
bridge termn loan facility that could have been used to complete the Scripps Networks acquisition. No amounts were
drawn under the bridge loan commitment and the commitment was terminated on September 21, 2017, following the
execution of the Term Loans and the issuance of the 2017 Senior Notes. The Company incurred $40 million of debt
issuance costs related to the bridge lean commitment.

Duwing 2017, the Company issued $6.8 billion in senior notes to fund the anticipated Scripps Networks acquisition (See
Note 3 and Note 9 to the accompanying consolidated financial statements.) Of these total proceeds, $2.7 billion were
mvested in money market funds, $1.3 billion were invested in time deposit accounts, and the remainder was invested in
hughly Liquid, short-term instruments with original maturities of 90 days or less. These mvestments are classified as
cash and cash equivalents on the consolidated balance sheet and are anticipated to be used for the Scripps Networks
acquisition. In the interim, the Company has full access to these proceeds.

For the year ended December 31, 2017, we incwred transaction and integration costs for the Scripps Networks
acquisition of $79 million, including the $35 million charge associated with the modification of Advance/Newhouse's
preferred stock. (See Note 12 to the accompanying consolidated financial statements.} We expect to continue to incur
transaction and integration costs related to the acquisition of Scripps Networks in 2018.

+  Other Investments and Business Combinations

Our uses of ecash have included mnvestment n equity method mnvestments, AFS securities, cost method mvestiments (see
Note 4 to the accompanying consolidated financial statements) and business combinations. During the year ended
December 31, 2017, the Company invested $322 million in limited liability companies that sponsor renewable energy
projects related to solar energy. The Company has $20 million of future funding commitments for these investments as
of December 31, 2017 and intends to reduce its investments starting in 2018. We provide funding to our equity method
mvestees from tnue to tune. During the year ended December 31, 2017, the Company acquired other equity method
mvestments, largely to enhance the Company's digital distribution strategies and made additional contributions to
existing equity method investments totaling $73 million

On November 30, 2017, the Company acquired from Harpo a controlling interest in OWN increasing Discovery’s
ownership stake from 49.50% to 73.99%. Discovery paid $70 million in cash and recognized a gain of $33 million to
account for the difference between the carrying value and the fair value of the previously held 49.50% equity mterest.
The gain is included in other (expense) income, net in the Company's consolidated statements of operations. {See Note
3 and Note 18 to the accompanying consolidated financial statements. )

Owr cost method investments as of December 31, 2017 primarily include a 42% minority interest in Group Nine Media
with a carrymg value of $212 million. The Company also has mvestments m an educational website and an electric car
racing series. (See Note 4 to the accompanying consolidated financial statements ).

Due to business combinations, we also have redeemable eqquity balances of $413 million, which may require the use of
cash in the event holders of noncontrolling mterests put their mterests to the Company. (See Note 11 to the
accompanying consolidated financial statements).

«  Content Acquisition

We plan to continue to invest significantly in the creation and acquisition of new content. Additional information regarding
contractual commitments to acquire content is set forth in “Commitments and Off-Balance Sheet Arrangenients” in Item 7,
“Management’s Discussion and Analysis of Fmancial Condition and Results of Operations™ in thus Armual Report on Form
10-K.
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«  Common Stock Repurchase Program

Under the Company's stock repurchase program, management was authorized to purchase shares of the Company's common
stock from time to tune through open market purchases or privately negotiated transactions at prevailing prices or pursuant
to one or more accelerated stock repurchase or other derivative arrangements as permitted by securities laws and other legal
requirements and subject to stock price, business and market conditions and other factors. As of December 31, 2017, the
Company had repurchased 3 million and 164 million shares of Series A and Series C common stock over the life of the
program for the aggregate purchase price of $171 million and $6.6 billion, respectively. The Company’s authorization under
the program expired on October 8, 2017, and we have not repurchased any shares of conunon stock since then. (See Note 12
to the accompanying consolidated financial statements.) We have funded our stock repurchases through a combination of
cash on hand, cash generated by operations and the issuance of debt. In the future, we may also choose to fund stock
repurchases through borrowings under our revolving credit facility and future financing transactions.

*  Preferred Stock Conversion and Repurchase

Prior to the Exchange Agreement with Advance/Newhouse entered mnto on July 30, 2017, we had an agreement with
Advance/Newhouse to repurchase, on a quarterly basis, a number of shares of Series C-1 convertible preferred stock
convertible into 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 was calculated as 99% of the average price paid 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. The
Advance/Newhouse repurchase agreement was amended on August 7, 2017 to conform the terms of the previous agreement,
as detailed above, to the conversion ratio of the newly issued Series C-1 convertible preferred stock. Prior to the Exchange
Agreement, we converted and retired 2.3 million shares of our Series C convertible preferred stock under the preferred stock
conversion and repurchase arrangement for an aggregate purchase price of $120 million. Following the Exchange
Agreement, we repurchased 0.2 million shares of Series C-1 convertible preferred stock for a purchase price of $102
million. The aggregate purchase price paid during the year ended December 31, 2017, including Series C convertible
preferred stock and Series C-1 convertible preferred stock, was $222 million. (See Note 12 to the accompanying
consolidated financial statements.)

o Income Taxves and Interest

We expect to continue to make payments for mcome taxes and interest on our outstanding semior notes. During the year
ended December 31, 2017, we made cash payments of $274 million and $357 million for ncome taxes and interest on our
outstanding debt, respectively.

*  Restructuring and Other

Our uses of cash include restructuring costs related to management changes and cost reduction efforts, including employee
termnations, intended to enable us to more efficiently operate 1 a leaner and more directed cost structure and invest in
growth initiatives, including digital services and content creation. As of December 31, 2017, we have restructuring liabilities
of $42 million related to employee terminations. (See Note 15 to the accompanying consolidated financial statements). We
expect to incur additional restructuring costs following the acquisition of Scripps Networks in early 2018.

¢+ Share-Based Compensation

We expect to continue to make payments for vested cash-settled share-based awards. Actual amounts expensed and payable
for cash-settled awards are dependent on future faw value calculations, which are primarily affected by changes in our stock
price or changes in the number of awards outstanding. During 2017, we paid $1 million for cash-settled share-based awards.
As of December 31, 2017, liabilities totaled $47 million for outstanding liability-classified share-based compensation
awards, of which $12 million was classified as current. (See Note 13 to the accompanying consclidated financial
statements. )

*  Repurchase of Debt

DCL used the proceeds from the offerings of the March 2017 USD Notes and the 2016 USD Notes to repurchase $600
million aggregate principal amount of DCL's 5.05% senior notes due 2020 and 5.625% senior notes due 2019 in a cash
tender offer.
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Cash Flows

Changes in cash and cash equivalents were as follows (in millions).

Year Ended December 31,

2017 2016 2015
Cashand cash equivalents; beginning ‘of period = = =00 - 3008 3900 s 36T
Cash provided by operating activities 1,629 1.380 1,294
Cash used 1n 1nveshng ACHIVITIES (633). (256) (301)
Cash provided by (used in} financing activities 5,951 (1,184) (919
LEffect of exchange rate changes on cash and cash equivalents 620 (30} (515
Net change in cash and cash equi\./alents 7,009 (90) 23
Cash and cash equivalents, end of period: -3 730978 3008 390

Operating Activities

Cash provided by operating activities increased $249 million for the year ended December 31, 2017 as compared to the
year ended December 31, 2016. The increase was primarily attributable to a $253 million decrease in cash paid for taxes. The
decrease m cash paid for taxes, net, for the year ended December 31, 2017 1s mostly due to the tax unpact from the Company's
nwvestments i limited liability companies that sponsor renewable energy projects related to solar energy. (See Note 4 and Note
18 to the accompanying consolidated financial statements.) Declines in working capital, primarily due to changes in accounts
receivable, were offset by a decrease in the net negative effect of foreign currency and increases in payables.

Cash provided by operating activities increased $96 million for the year ended December 31, 2016 as compared to the year
ended December 31, 201 5. Improvements in operating results were partially offset by increases in content spending, particularly
for sports rights. of $131 millien and the impact of foreign currency.

Investing Activities

Cash flows used in investing activities increased $377 million for the year ended December 31, 2017 as compared to the
year ended December 31, 2016. The increase was mostly attributable to an increase in payments for investments of $172 million,
including renewable energy projects and payments for derivative instruments of $98 million that did not receive hedge
accounting, but economically hedged pricing risk for the senior notes issued September 21, 2017.

Cash flows used in investing activities decreased $45 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 mn proceeds from dispositions of busmesses of $42 mallion.

Financing Activities

Cash flows provided by financing activities increased $7.1 billion for the twelve months ended December 31, 2017 as
compared to the twelve months ended December 31, 2016. The increase was primarily attributable to proceeds from the issuance
of senior notes which will be used to finance the Seripps Networks Acquisition (see Note 9 to the accompanying consolidated
financial statements) and a decrease m repurchases of stock of $771 mullion, offset by an increase m principal repayments of
debt.

Cash flows used in financing activities mereased $265 wmillion 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 million, which is comprised of inereases in repayments under our revolving credit facility.
net of repayments, of $973 million partially offset by ncreased borrowings of senior notes, net of repayments, of $411 million
and decreases in commercial paper repayments of $91 million. These net increases were partially offset by decreases in
purchases of redeemable noncontrolling mterests of $548 million and payments on hedging mstruments for derivatives i
connection with the effective portion of interest rate contracts of $69 million.
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Capital Resources

As of December 31, 2017, capital resources were comprised of the following (in millions).

December 31, 2017

Outstanding
Total Letters of Outstanding Unused
Capacity Credit Indebtedness Capacity
Cash-and cash equivalents:~ S8 7300 L e e g 7300
Revolving credit facility and commercial paper program 2.500 1 425 2,074
Senior notes™ e 1426300 L4263 -
Total $ 24072 % 1 % 140688 $% 9,383

@ Interest on our senior notes is paid anmually, semi-annually or quarterly. Our senior notes outstanding as of December 31, 2017 had
interest rates that ranged from 1.90% to 6.35% and will mature between 2019 and 2047,

We expect that our cash balance. cash generated from operations and availability under our revolving credit facility will be
sufficient to fund our cash needs for the next twelve months, including any potential required payments related to the special
mandatory redemption provision associated with certain senior notes issued on September 21, 2017. Our borrowing costs and
access to the capital markets can be affected by short and long-term debt ratings assigned by mdependent 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, 2017, we held $103 million of our $7.3 billien of cash and cash equivalents mn our foreign
subsidiaries. The 2017 Tax Act features a participation exemption regime with current taxation of certain foreign income and
imposes a mandatory repatriation toll tax on unremitted foreign eamings. Notwithstanding the U.S. taxation of these amounts,
we intend to continue to 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 foreign taxes to repatriate
them. The determmation of the amount of unrecognmzed deferred mcome tax liability with respect to these undistributed foreign
earnings is not practicable.

Additional information regarding the changes m our outstanding imndebtedness and the significant terms and provisions of
our revolving credit facility and outstanding indebtedness is discussed in Note 9 to the accompanying consolidated financial
statements mncluded in Ttem 8, “Financial Statements and Supplementary Data” in this Armual Report on Form 10-K.

ITEM 7A. Quantitative and Qualitative Disclosures about Market Risk.

Our financial position, earnings and cash flows are exposed to market risks and can be affected by, among other things,
econowmic conditions, mterest 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 to 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, 2017, we had access to a $2.5 billion revolving credit facility with outstanding borrowings of $425 million as
of December 31, 2017. We also have access to a commercial paper program and had no outstanding borrowings as of
December 31, 2017, The interest rate on borrowings under the revolving credit facility 1s 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
August 11, 2022 and the option for up to two additional 364-day renewal periods. As of December 31, 2017, we had outstanding
debt with a book value of $13.9 billion under various public semior notes with fixed mterest rates and $400 million with a floating
interest rate.

The Company has entered into a three year delayed draw tranche and a five year delayed draw tranche unsecured term loan
credit facility, each with a principal amount of up to $1 billion. The Term Loans' interest rates are based, at the Company's option,
on either adjusted LIBOR plus a margin, or an alternate base rate plus a maigin. The Company will pay a commitment fee of 20
basis points per annum for each loan, based on its current credit rating. beginning September 28, 2017 until either the funding of
the loans or the termination of the Scripps Networks acquisition. As of December 31, 2017, the Company has not yet borrowed on
the term loan credit facilities.

Our current objectives in managing exposure to interest rate changes are to lunit the impact of interest rates on earnings and
cash flows. To achieve these objectives, we may enter into variable interest rate swaps, effectively converting fixed rate borrowings
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to variable rate borrowings indexed to LIBOR, in order to reduce the amount of interest paid. As of December 31, 2017, we have
no outstanding interest rate swaps.

As of December 31, 2017, the fair value of our cutstanding public senior notes was $14.8 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 will impact the fair market
value of our fixed rate debt. The potential change m fair value of these serwor notes from an adverse 100 basis-pomt change
quoted interest rates across all maturities, often referred to as a parallel shift in the yield curve, would be approximately $1.3 billion
as of December 31, 2017.

Foreign Currency Exchange Rates

We transact business globally and are subject to risks associated with changing foreign currency exchange rates. Market 115k
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 earnings. Our International Networks segment operates from
the following hubs: EMEA. Latin America and Asia. Cash 1s primarily managed from five global locations with net earnings
reinvested locally and working capital requirements met from existing liquid funds. To the extent such funds are not sufficient to
meet working capital requirements, drawdowns 1 the appropriate local currency are available from mtercompany borrowings or
drawdowns from our revolving credit facility. The earnings of certain international operations are expected to be reinvested in
those businesses indefinitely.

The functional currency of most of our international 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 arrangements, content arrangements,
equipment and other vendor purchases and intercompany transactions. Changes in exchange rates with respect to amounts recorded
m our consolidated balance sheets related to these items will result m unrealized foreign currency transaction gams and losses
based upon period-end exchange rates. We also record realized foreign currency transaction gains and losses upon settlement of the
transactions. Moreover, we will experience fluctuations in our revenues. costs and expenses solely as a result of changes i foreign
currency exchange rates.

We also are exposed to unfavorable and potentially volatile fluctuations of the U.S. dollar. which is our reporting currency,
against the currencies of our operating subsidiaries when their 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 (loss) meome as a separate component of equity. Any mcrease or decrease i the value of the U.S. dollar agamst
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. Accordingly, we may experience a
negative impact on our net (loss) income, other comprehensive income and equity with respect to our holdings solely as a result of
changes 1n foreign currency.

The majority of our foreign currency exposure is to the euro and the British pound. We may enter into spot, forward and
option contracts that change in value as foreign currency exchange rates change to hedge certain exposures associated with affiliate
revenue, the cost for producing or acquiring content, certain mtercompany transactions or m comnection with forecasted business
combinations. These contracts hedge forecasted foreign currency transactions in order to mitigate fluctuations in our earnings and
cash flows associated with changes in foreign currency exchange rates. Our objective in managing exposure to foreign currency
fluctuations is to reduce volatility of earnings and cash flows. The net market value of our foreign currency derivative instruments
mtended to hedge future cash flows held at December 31, 2017 was a hability value of $5 million. Most of our non-functional
currency risks related to our revenue, operating expenses and capital expenditures were not hedged as of December 31, 2017. 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 exogenous events and market risks from changes in
foreign cwrency exchange rates, interest rates, and the fair value of investments classified as AFS securities. We do not use
derivative fmancial instruments unless there is an underlying 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
currency exchange rates, mterest rates and market values. We do not hold or enter into fmancial mstruments for speculative trading
purposes.
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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 carrying values of investiments
in ecquity method investees, cost method investees, AFS securities and mutual funds were $335 million, $295 million, $164 million
and $2.9 billion, respectively, at December 31, 2017. Investments in mutual funds mclude both fixed rate and floating rate mterest
earning securities that carry a degree of interest rate risk. Fixed rate securities may have their fair market value adversely nmpacted
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. During 2017, the Company issued $6.8 billion in
senior notes to partially fund the Scripps Networks acquisition (See Note 3 and Note 9 to the accompanying consolidated financial
statements. ) Of these total proceeds, $2.7 billion were mvested m money market funds, $1.3 billion were invested i time deposit
accounts, and the remainder was invested in highly liquid, short-term instruments with original maturities of 90 days or less.

These mvestients are classified as cash and cash equivalents on the consolidated balance sheet and are anticipated to be
used for the Scripps Networks acquisition. In the interim, the Company has full access to these proceeds.
COMMITMENTS AND OFF-BALANCE SHEET ARRANGEMENTS
Obligations

As of December 31, 2017, our significant contractual obligations, including related payments due by period, were as follows
(inmillions).

Payments Due by Period

Less than 1 More than
Total Year 1-3 Years 3-5 Years 5 Years
Long-term debt: B ; : i
Principal payments $ 14263 $ 3 2100 % 1,508 § 10,655
i Interest payTnents : 165 ST 1 09 QT L S 498
Capital lease obligations: o . .
Principal payments. i D25 R B L A 87
Interest payments 40 10 13 9 8
Operating lease obligations s 20 61 g8 45 36
Content 3,846 1,075 1,308 692 771
T 900 330 ALG i B3 89
Total $ 27,689 % 2103 § 5,09 § 3,352 % 17,144

The above table does not include certain long-term obligations as the timing or the amount of the payments cannot be
predicted. For example, as of December 31, 2017, we have recorded $413 million for redeemable equity (see Note 11 to the
accompanying consolidated financial statements), although we are unable to predict reasonably the ultimate amount or timing of
any payment. The current portion of the liability for cash-settled share-based compensation awards was $12 million as of
December 31, 2017. Additionally, reserves for unrecognized tax benefits have been excluded from the above table because we are
unable to predict reasonably the ultimate amount or timing of settlement. Our unrecognized tax benefits totaled $189 million as of
December 31, 2017.

The above table also does not mclude DCL's revolving credit facility that, during the year ended December 31, 2017,
allowed DCL and certain designated foreign subsidiaries of DCL to borrow up to $2.5 billion, including a $100 millien sublimit for
the 1ssuance of standby letters of credit and a $50 million sublimit for swingline loans. Borrowing capacity under this agreement 1s
reduced by the outstanding borrowings under the commercial paper program discussed below. As of December 31, 2017, the
revolving credit facility agreement provided for a maturity date of August 11, 2022 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, 2017 based on unforeseen investee opportunities or cash flow needs. (See Note 4 to the accompanying consolidated
financial statements.)
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Long-term Debt

Principal payments on long-term debt reflect the repayment of our cutstanding senior notes, at face value, assuming
repayment will occur upon 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-year capital lease arrangements. 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 obtam office space and equipment under multi-year lease arrangements. Most operating leases are not cancelable prior to
their expiration. Payments for operating leases represent the amounts due under the agreements assuming the agreements are not
canceled prior to their expiration.

Purchase Obligations

Content purchase obligations include commitments and liabilities associated with third-party producers and sports
associations for content that airs on our 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 events that have not yet taken place. If the content is ultimately never
produced, our commuitments expire without obligation. The commitments disclosed above exclude content liabilities recognized on
the consclidated balance sheet. We expect to enter into additional production contracts and content licenses 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 terms. Significant purchase
obligations include transmission services, television rating services, marketing research, employment contracts, equipment
purchases, and information technology and other services. The Company has contracts that do not require the purchase of fixed or
mimmun quantities and generally may be terminated without penalty with a 30-day to 60-day advance notice, and are not included
1 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.

FPut Rights

The Company has granted put rights related to certain consolidated subsidiaries. Harpo, Inc. ("Harpo"), GoldenTree Asset
Management L.P. ("GoldenTree"), Hasbro Inc. ("Hasbro"), and Jupiter Telecommmunications Co., Ltd. ("I:COM") have the right to
require the Company to purchase the remaining noncontrolling interests in OWN, VTEN, Discovery Family and Discovery Tapan,
respectively. The Company recorded the value of the put rights for OWN, VTEN, Discovery Family and Discovery Japan as a
component of redeemable noncontrolling interests in the amounts of $55 million, $120 million, $210 million and $27 million,
respectively. {See Note 11 to the accompanying consolidated financial statements.)

Off-Balance Sheet Arrangements
We have no material off-balance sheet arrangements (as defined in Ttem 303(a)(4) of Regulation S-K) that have or are

reasonably likely to have a current or future effect on our financial condition, changes i 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 related parties, primarily our equity method investees and
Liberty Media. Liberty Global. Liberty Interactive and Liberty Broadband (together. the "Liberty Entities"). Information regarding
transactions and amounts with related parties 1s discussed in Note 19 to the accompanying consolidated financial statements
included in Item &, “Financial Statements and Supplementary Data” in this Annual Report on Form 10-K.
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NEWACCOUNTING AND REPORTING PRONOUNCEMENTS

We adopted certain accounting and reporting standards during 2017. 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

Ouwr consolidated financial statements are prepared in accordance with GAAP, which requires management to make
estimates, judgments and assumptions that affect the amounts reported in the consolidated financial statements included i Item 8,
"Financial Statements and Supplementary Data" in this Annual Report on Form 10-K and accompanying notes. Managenent
considers an accounting policy to be critical if it is important to reporting our financial condition and results of operations, and if 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
Cominittee of the Board of Directors of the Company. We consider policies relating to the following matters to be critical
accounting policies:

*  Revenue recognition;

*  Goodwill and mtangible assets;
¢ Income taxes:

+  Content rights;

+  Equity-based compensation; and

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

Goodwill 1s allocated 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 component and
whether it 1s regularly reviewed by segment management. Components are aggregated into a single reporting unit if they share
similar economic characteristics. Our reporting units are as follows: U.S. Networks, Europe, Latin America, Asia and Education.

We evaluate our goodwill for impairment annually as of November 30 or earlier upon the occwrrence of substantive
unfavorable changes in economic conditions, industry trends, costs, cash flows, or ongoing declines in market capitalization. The
unpawment test requires judgment, mcluding the 1dentification of reporting units, the assignment of assets, liabilities and goodwill
to reporting units, and the determination of fair value of each reporting unit if a quantitative test is performed. If we believe that as
aresult of our qualitative assessment it is more likely than not that the fair value of a reporting unit is greater than its carrying
amount, a quantitative impairment test is not required.

Consistent with our accounting policy, the Company performed a quantitative step 1 impairment test (comparison of fair
value to carrying value) for each of its reporting units in 2016 which indicated limited headroom (the excess of fair value over
carrying value} in the Buropean reporting unit of 12%, while all other reporting units had headroom in excess of 40%. Given the
lunited headroom i the Buropean reporting umt, the Company closely momtored its results durmg 2017 and again performed a
quantitative inpaiment test of the European reporting unit as of November 30, 2017, wluch mndicated a slight failure
(approximately $100 million or 3% deficit). The key factors resulting in the impairment include: 1) moderated revenue
expectations based on continued declines in viewership, 2) expected increases in content investment to service existing customers
and grow the Company's direct-to-consumer business, and 3) lower stock price multiples for peer media companies. Given the
results of the step 1 impairment test, the Company applied the hypothetical purchase price analysis required by the step 2 test and
recognized a pre-tax goodwill impairment charge of $1.3 billion as of November 30, 2017, for the European reporting unit. The
impairment charge of $1.3 billion significantly exceeds the deficit of fair value to carrying value of approximately $100 million
because of significant intangible assets that are not recognized on our balance sheet (i.e., excluded from book carrying value) but
are considered in the step 2 calculation on a fawr value basis. The step 1 and step 2 tests and relevant assumptions are further
discussed below. For our US Networks, Latm, Asia and Education reporting units, we performed a qualitative goodwill
impairment review in 2017. No factors were identified indicating a need for a quantitative assessment.

For the 2017 step 1 test, the carrying value of the European reporting umit of $4.0 billion, which mncludes $2.4 billion of
goodwill, exceeded its fair value of $3.9 billion by 3%. In performing the step 1 test, we determined the fair value of ow European
reporting unit by using a combination of discounted cash flow (“DCF”) analyses and market-based valuation methodologies. The
results of these valuation methodologies were weighted 75% towards the DCF and 25% towards the market-based approach, which
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1s consistent with prior quantitative analyses. Significant judgments and assumptions used in the DCF and market-based model to
assess the reporting unit's fawr value melude the amount and tunmg of expected future cash flows, long-term growth rates of 2.5%
(compared with 3% in 2016), a discownt rate of 9.75% (compared with 10.5% in 2016), and our selection of guideline company
earnings multiples of 7.5 (compared with 9.5 in 2016). The cash flows employed in the DCF analysis for the European reporting
unit are based on the reporting unit's budget and long-term business plan, which reflect our expectations based upon recent
operating performance. Discount rate assumptions are based on an assessment of the risk inherent in the future cash flows of the
respective reporting umit and market conditions. Given the inherent uncertainty i determming the assumptions underlying a DCF
analysis, actual results may differ from those used in our valuations.

The net assets assigned to the European reporting unit included corporate allocations. These assets and lhiabilities melude
corporate enterprise goodwill and intangible assets, allocated in prior periods based on the relative fair value of the European
reporting unit at the time. and deferred taxes and content, allocated based on whether or not the jurisdiction gave rise to the
deferred tax balance or is using the content asset.

In the second step of the impairment test, we hypothetically assigned the European reporting unit's fair value to its individual
assets and liabilities, including significant unrecognized mntangible assets such as customer relationships and trade names, or
liabilities, in a hypothetical purchase price allocation that calculates the implied fair value of goodwill in the same manner as if the
reporting unit was being acquired in a business combination. Since the unplied fair value of the reporting unit's goodwill was less
than the carrying value, the difference was recorded as an impairment charge. The fair value estimates incorporated in step 2 for
the hypothetical intangible assets were based on the excess earnings income approach for customer relationships, the relief-from-
royalty method for trademarks, and the greenfield approach for broadcast licenses. Key judgments made by management in step 2
of the impairment test included revenue growth rates, length of contract term. number of renewals, customer attrition rates, market-
based royalty rates, and market based tax rates. The valuation of advertising relationships assumed an attrition rate of 10%, affiliate
relationships assumed three contract renewals, each with a four vear term, per customer and trade names assumed royalty rates
ranging from 2% to 5%. Other assumptions used in these hypothetical calculations had a less significant impact on the concluded
fair value or were subject to less significant estimation or judgment. None of these hypothetical caleulations for unrecorded
mtangibles were recorded in the consolidated financial statements.

As of the goodwill testing date, the carrying value of remaining goodwill assigned to the European reporting unit was $1.1
billion and the net assets of the reporting unit were approximately $2.7 billion, which results in headroom based on the estimated
fair value of $3.9 billion.

See Note 8 to the accompanying consolidated financial statements included in Item 8, “Financial Statements and
Supplementary Data™ i this Annual Report on Form 10-K for the key factors underlying these charges.

Management will continue to monitor reporting units for changes in the business envirenment that could impact
recoverability. The recoverability of goodwill is dependent upon the continued growth of cash tlows from our business activities.
See [tem 1A, "Risk Factors" for details on all sigmficant risks that could mpact the Company's ability to successfully grow its cash
flows.

For an in depth discussion of each of our sigmficant accounting policies, including our critical accounting policies and further
wformation regarding estunates and assumptions involved m their application, see Note 2 to the accompanying consolidated
financial statements included in Ttem 8, “Financial Statements and Supplementary Data” i this Annual Report on Form 10-K.
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management of Discovery Communications, Inc. (the “Company™) 1s responsible for establishing and maintaming
adequate internal control over financial reporting, as such term 1s defined in Rule 13a-15(f) and Rule 15d-15(f) of the Securities
Exchange Act of 1934, as amended. The Company’s mternal control over financial reporting includes those policies and
procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions
and disposition of the assets of the Company; (i1) 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 bemg made only in accordance with authorizations of management
and the directors of the Company; and (111) 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, internal control
over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future
periods are subject to the risk that controls may become nadequate 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 Fmanecial Officer, conducted
an evaluation of the effectiveness of the Company’s system of internal control over financial reporting as of December 31, 2017
based on the framework set forth in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring
Organizations of the Treadway Commission. Based on its evaluation, management concluded that, as of December 31, 2017, the
Company’s mternal control over fmancial reporting was effective at a reasonable assurance level based on the specified criteria.

The effectiveness of the Company’s internal control over financial reporting as of December 31, 2017 has been audited by
PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated in their report in Item 8 of Part IT of
this Annual 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 Stockhelders of Discovery Communications, Inc.:

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheets of Discovery Communications, Inc. and its subsidiaries as of
December 31, 2017 and 2016, and the related consolidated statements of operations, of comprehensive (loss) income, of equity and
of cash flows for each of the three years in the period ended December 31, 2017, including the related notes (collectively referred
to as the “consolidated financial statements”). We also have audited the Company's internal control over financial reporting as of
December 31, 2017, based on criteria established m Internal Control - Integrated Framework (2013) 1ssued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSQO).

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position
of the Company as of December 31, 2017 and 2016, and the results of thewr operations and their cash flows for each of the three
years in the period ended December 31, 201 7 in conformity with accounting principles generally accepted in the United States of
America. Also in our opinion, the Company maintained, in all material respects, effective internal control over financial reporting
as of December 31, 2017, based on criteria established in fnternal Control - Integrated Framework (2013) 1ssued by the COSO.

Basis for Opinions

The Company's management is responsible for these consolidated financial statements, for maintaining effective internal control
over financial reporting, 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 responsibility 1s to express opmions on
the Company’s consolidated financial statements and on the Company's internal control over financial reporting based on our
audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States)
("PCAOB") and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws
and the applicable rules and regulations of the Securities and Exchange Commuission and the PCACB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audits to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement,
whether due to error or fraud, and whether effective internal control over financial reporting was maintained in all material
respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement of
the consolidated financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial
statements. Our audits also mcluded evaluating the accounting principles used and significant estimates made by management, as
well as evaluating the overall presentation of the consolidated financial statements. Our audit of internal control over finaneial
reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk
Our audits also mcluded performing such other procedures as we considered necessary in the circumstances. We believe that our
audits provide a reasonable basis for our opinions.

Definition and Limitations of Internal Control over Financial Reporting

A company’s mternal control over financial reporting 1s 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
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of
the assets of the company; (1) provide reasonable assurance that transactions are recorded as necessary to 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 (1ii) 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.
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may beconme madequate because
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

/s/ PricewaterhouseCoopers LLP

McLean, Virginia
February 28, 2018

We have served as the Company’s auditor since 2008.
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DISCOVERY COMMUNICATIONS, INC.
CONSOLIDATED BALANCE SHEETS
(in millions, except par value)

December 31,
2017 2016
ASSETS'ZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZ.-_ --------- _'
Current assets:

Cashrand ‘cash equivalents 3 730908 300

Receivables, net 1.838 1.495
wrContent rights, net s 4107 3100

Prepaid expenses and other current assets 434 397
Total current dssets : R - 9,991 2,502
Noncurrent contentughts net 2,213 2,089
Propel‘ty and 'equlpl'nent net N .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: .: e 597 . g 482
Goodwill, net 7.073 8,040
Intangible assets; net : 1,770 500001512
Equity method investments (See Note 4) 335 557
‘Other noncurrent assets FRRIRe e SRR 490
Total assets $§ 022555 § 15672
LIABILT T IE S AND E U LY ——
Current liabilities:

Accounts payable =3 27708 241

Accrued liabilities 1,309 1.075

Deferred revenues : 255 163

Current portion of debt 30 82
Total current liabilities 871 slL5el:
Noncurrent portion of debt 14,755 7.841
Deferred income taxes .-~ SnnB19 i AGT
Other noncurrent liabilities 587 393
Total lidbilities 17,532 00010,262
Commitments and contingencies (See Note 20)
Redeemmable riomoortro ] I e TS /L 413 243
Equity:

Discovery Commurncations, Ine. stockhiclders’ equity:
Series A-1 convertible preferred stock: $0.01 par value; 8 authorized, 8 shares issued as of
December 31, 2017 (formerly Series A convertible preferred stock: $0.01 par value; 75
authorized; 71 issued as of December 31, 2016) — 1

- Beries C-<1 -convertible preferred stock: $0.01 par value; 6 authorized; 6 shares issued as of
December 31; 2017 (folmerly Senes C convertlble preferred stock $0 01 par value; 75 PR
authonzed 28 1ssued as ofDecember 31, 2016) S i ; B R |

Series A common stock: $0.01 par value; 1 700 shares authorized, 157 and 1 55 shﬂles 1ssued 1 1

i Beties B converhble cotnmot stock: $0.01"par value, 100 shares duthorized; 7 shares issuied s T oy

Series C common stock: 30 01 par value; 2 OOO shares authonzed 383 and 381 shares issued 4 4
Additional paid-incapital 7,205 7,046
Treasury stock, at cost (6,737) (6,356)
D : 4632 5.232
Accumulated other compr ehenswe loss (585) (762)

Totalequity” L B T AL 5,167
Total hab111t1es and equity $ 22555 3 15672

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

-
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DISCOVERY COMMUNICATIONS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in millions, except per share amounts)

Year Ended December 31,

2017 2016 20158
Reveries: : :
Distribution $ 3474 % 3213 8 3068
i AdVE?I‘tiSing R e e :3,07_3' SRR 12,970 S 13,004
Other 326 314 322
Tgtal TV BIILIES |71 S : 6’873. . 6,497 i S 6,394

Costs and expenses
Selhng gene1 al and administrative
Impairment of goodwill :
Deﬁreciation and amortization

i Restrueturing and 'other charges
Loss (gain) on dispoéition

Total costs arid expenses

Operating meonie
Iterestexpense: = onoion
Loss on extinguishment of debt

(Lioss) iicome from equity investees, tiet

Other {expense) income. net

(Liossyncome before mcome taxes
Income tax expense

Net (loss) incoine
Net income attributable to noncontrolling interests

Net ineome attributable to redeemable noricontrolling interests i

Net (loss) income available to Discovery Communications, Inc.

Net {loss) incomie per share available to Discovery. Commumcatlons
Inc: Series A, B and C comimon stockholders:”

" Rasic o $ 0359 § 197 % 1.59

Diluted 3 (0593 1:96::8 1:58>
Weighted a\}el'age shares outstanding: .

BaSlC I g g S A .432.

Diluted 576 610 656

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

-
SN}

01.11.2020 kI 02:57 Brgnngysundregistrene Side 107 av 196



- Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 914493420

DISCOVERY COMMUNICATIONS, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME
(in millions)

Year Ended December 31,

2017 2016 2015
Net (loss) inicome oo B3 218 8 1,048
Other c.()1.11p1'ehensive income (loss) adjustments, net of tax: . .
| Carrenoy translation s 183, asny (201)
Available-for-sale secmltleé ............................ 15 38 (25)
Derivatives i (20) 24 1)
Con.lpl e (lés.s).iﬁc.omé ....................... TES — 1.089 —
Comprehenswe micome attributable t6 HoHCSHtrollng mitetasts iy AL (1 (]
Comprehensive (mcome) loss attributable to redeemable noncontr olhng
mterests (25) (23) 10
Comprehensive (loss) income: attrlbutable to D1sc0very S . L
: Commumcatlons Tme: o R i (160) -3: 1,065 0 830

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 millions)

Year Ended December 31,
2017 2016 201s

Operating Activities =00 oo s -
Net (loss) income 3 (313) % 1,218 8§ 1,048
AdJustments to'reconcile net (loss) incotie to cash pr0v1ded by o o G - i

--operating activities: :

Share-based compensation eXpense 39 69 35
Depreciation and amortization - 330 3220 330
Content amortization and impairment expense 1.910 1,773 1,709
o Imnpatiifienit o f g oodwil ]y 1327 ]
Loss (gain} on disposition 4 (63) 17
“"Remeasuremmerit gaw on previously held equuty mterest (B4yy L 2y
Equity in losses of investee compamies, net of cash distributions 223 44 8
Deferred mncoine taxes (199) 27): 2
Loss on extinguishment of debt 54 — —
Realized 1oss froni derivative N rts; fiet «imnnnnnnnn s gy 3 5
Other-than-temporary impairment of AFS investiments — 62 —
Other, niet : 85 50 35
Changes in operating assets and liabilities, net of acquisitions and
dlsposmons
“Recewvables; net (258) (25) (443
Content rights and payables, net (1,947) (1,904) (1,773)
Accourts payable and ‘accrued liabilities: 22650 10y e (2)
Income taxes receivable and prepaid income taxes 20 (31) 64)
---------- CForeigh clirfency and other fist i s e (1 01) Con (10
Cash provided by operating activities 1.629 1,380 1,294
Investing Activities = e L
Payments for mvestments (444) (272) (272)
Purchases of property and gquipirieiit s () 35y (@8 Y (103)
Distributions from equity method investees 77 87 87
Proceeds from dispositions; tiet of cash disposed DG 19 s 6l
Payments for dervative instruments, net (101) — [€)]
Business acquisitions; net of cashacquired -« (G0 —_ (80)
Other mvesting activities, net 1 (2 15
Cash used i ivesting activities S (633Y i (256) (3013
Financing Activities
Cotniniercial paper repayments; net : a8y 45y (136)
Borrowings under revolving credit facility 350 613 1.016
Principal répayments of revolving credit facility. (A75) (@3S v (D68
Borrowings from debt, net of discount and including premiums 7.488 498 936
Principal repayments of deb 1r1clud1r1 dlscount ayinent and : o
premnlzms tggar valie: b 5 g _y S (650) T (B54)
Payments for bridge fmancmg comimitment fees (40) — —
Priticipal repayments of capital lease obligations =i (33) (28) 27
Repurchases of stock (603) (1.374) (951)
Cash settlement (preépayiments) of.comimon stock repurchase contracts 58 (87) i R
Purchase of redeemable noncontrolling interests — — (548)
Distributions to redeemable noncontrolling interests (30) o (@2):e 2(42)
Share-based plan proceeds (payments), net 16 39 (6)
Hedge of borrowings froim debt instriments e 40 29
Other financing activities, net (82 (13) (13)
Cashprovided by (used in) finaticitg detivities oo 5,951 (1,184) (9193
Effect of exchange rate changes on cash and cash equwﬂlents 62 (30) (51)
Neét change in ¢ash and cash equvalents - ool G 7,009 (90) 23
Cash and cash equivalents, beginning of period 300 390 367
Cash-and c¢ash equivalerits; end of period:- 3 7309 3300 g 300
The accompanying notes are an integral part of these consolidated financial statements.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCTAL STATEMENTS

NOTE 1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION
Description of Business

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 broadcast television, various digital distribution platforms and content
licensing 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 business units: U.S. Networks, consisting
principally of domestic 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 determuine whether it should consolidate the entity or account for its ownership mterest as an mvestment. 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 1s the prunary beneficiary of the VIE and is thus required to consolidate the entity. {See Note 4.) Inter-company accounts
and transactions between consolidated entities have been eliminated in consolidation.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reclassifications

The Company adopted new accounting guidance for share-based payments, deferred mncome taxes and statements of cash
flows as of Tanuary 1, 2017. The adoption of the new guidance for deferred income taxes resulted in reclassifications of current
deferred tax assets to noncurrent deferred tax assets and liabilities in the Company's balance sheet as of December 31, 2016 to
conform to the current period presentation. The impact of these reclassifications is shown within the balance sheet classification of
the deferred income taxes section below. The new accounting pronouncements adopted for share-based payments resulted in the
reclassification of net tax windfall from financing activities to operating activities in the consolidated statement of cash flows. The
impact of these reclassifications 1s shown within the share-based payments section below. The new accounting pronouncements
adopted for cash flow statements resulted in a reclassification of debt extinguishment costs from operating activities to financing
activities in the consolidated statement of cash flows. The impact of this reclassification 1s shown within the statement of cash
flows section below.

Preferred Stock Exchange

As aresult of the July 30, 2017, Preferred Share Exchange Agreement (the "Exchange Agreement”) with Advance/Newhouse
Programming Partnership (" Advance/Newhouse” ), in which Discovery agreed to issue newly designated shares of Series A-1 and
Series C-1 preferred stock 11 exchange for all outstanding shares of Discovery's Series A and Series C convertible participating
preferred stock (see Note 12), historical basic and diluted earnings per share available to Series C-1 preferred stockholders,
previously Series C preferred stockholders, has changed. The transactions contemplated by the Exchange Agreement were
completed on August 7. 2017. Prior to the Exchange Agreement, Series C convertible preferred stock was convertible into Series
C common stock at a conversion rate of 2.0 shares of Series C common stock for each share of Series C preferred stock. Following
the exchange, the Series C-1 preferred stock may be converted mto Series C common stock at the mitial conversion rate of 19.3648
shares of Series C common stock for each share of Series C-1 preferred stock. As such, the Company has retrospectively recast
basic and diluted earnings per share information for Series C preferred stock for the years ended December 31, 2016 and 2015 in
order to conform with per share eamnings that would have been available for Series C-1 preferred stock. {See Note 17). The
Exchange Agreement did not impact historical basic and diluted earnings per share attributable to the Company's Series A, Band C
common stockholders.

.|
A
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The table below sets forth the impact of the preferred stock modification to the Company's calculated basic earmings per share.

Year Ended
December 31,
2016 2015
I_’_re—Exchange: B_asjc niet income per share available to: : : : : : S e
Series A, Band C common stockholders $ 197 $ 159
i Sel_"ies C-1 _C(_)nv_e;rtible pre_:ferredstoc_kholders DI R 04 3] 8
Post-Exchange: Basic'net incomie per share available fo:
Series A, B and C comunon stockholders 3 197 % 1.59
oSeries C-1 comf_eltible preferred stockholders ~§038.07 8 ; 30.-74-

Accounting and Reporting Pronouncements Adopted

Statement of Cash Flows

In November 2016, the Financial Accounting Standard Board ("FASB") issued guidance that reduces diversity in practice in
how certain cash receipts and cash payments are classified in the statement of cash flows. The topies relevant to the Company
include: (1) debt prepayment or debt extinguishment costs, which prior to adoption were classified as operating activities, but are
now classified as financing activities, (2) settlement and receipt of discounts and premiums associated with our senior notes. which
prior to adoption were classified as operating activities, but are now classified as financing activities when the stated interest rate is
deemed not msignmficant to the effective mterest rate of the borrowing, (3) contingent consideration payments not made scon after
a business combination date, which must be classified as financing activities up to the contingent consideration liability amount
with any excess payment classified as operating activities, and (4) the election to assess distributions received from equity method
investees based on the nature of distribution approach, which results in the classification of such distributions based on the nature
of the activity that generated the distribution as either a return on investment (classified as cash inflows from operating activities)
or a return of mvestment (classified as cash nflows from mvesting activities), The Company early adopted this guidance
retrospectively effective January 1, 2017 resulting in a reclassification of $5 million of debt extinguishment costs from operating
activities to financing activities in the consolidated statement of cash flows for the year ended December 31, 2015. There was no
impact on other prior periods presented for the first and second items listed above and no change in the Company's historical
accounting policy was required for the third and fourth items.

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. Implementation of the new accounting guidance was effective January 1. 2017, and impacted the financial
statements as follows:

+  Actual forfeitures will be used in the calculations of share-based compensation expense instead of estimated forfeitures.
Retained earnings were decreased by approximately $4 million to affect the modified retrospective method impact of the
adoption as of January 1, 2017.

+  Net windfall tax benefits or deficiencies are recorded in income tax expense in the period in which they occur, whereas they
were previously recorded in additional paid-in capital (“APIC”). This change has been applied prospectively. There were $7
million and $12 nullion in net tax wmndfall adjustments for the vears ended December 31, 2016 and December 31, 2015,
respectively.

¢ Expected cash flows from windfall tax benefits are no longer factored into the calculation of the number of shares for diluted
earnings per share. This change has been applied prospectively. Net windfall tax benefits did not nupact the presentation of
diluted earnings per share for the years ended December 31, 2016 and December 31, 2015 by more than $0.01 per share.

*  Cash flows from net windfall tax benefits are classified as operating activities in the statement of cash flows presentation.
Previously net windfall tax benefits were classified as financing activities. This change was applied on a retrospective basis
resulting in adjustments to prior period amounts. As a result, there were $7 million and $12 million in net tax windfall
adjustments for the years ended December 31, 2016 and December 31, 2015, respectively, reclassified from financing
activities to operating activities.
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DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

+  The Company evaluated the accounting for awards that are liability-classified and marked-to-market each accounting period
and concluded that there is no change to the accounting for those awards.

Balance Sheet Classification of Deferred Income Taxes

In November 2015, the FASB 1ssued guidance that removes the requirement to separate deferred tax assets and liabilities into
current and noncuwrrent amounts, and instead requires all such amounts be classified as noncurrent on the Company's consolidated
balance sheets. As a result, each tax jurisdiction will now have only one net noncurrent deferred tax asset or liability. The new
guidance does not change the existing requirement that prohibits offsetting deferred tax labilities from one jurisdiction against
deferred tax assets of another jurisdiction. The Company retrospectively adopted the new guidance effective January 1, 2017.

The following table summarizes the adjustments the Company made to conform prior period classifications to the new
guidance:

December 31. 2016

Asreported As adjusted
Citfeit deettod THeoiiie L assety e "
Noncurrent deferred income ta).( aésets (included within other 9 N 20
noncurrent assets)
Notictirreiit déferred itiooitis tax Tabilitiss ™ 777 S8y (467
Total ' ' 3 (447) 8 (447)

Business Combinations

In September 2015, the FASB issued new guidance on adjustments to provisional amounts recognized in a business
combination, which were recognized on a retrospective basis. Under the new requirements, adjustments will be recognized 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 ncluded in earnmings of the reporting peried in which the adjustments to
the provisional amounts are determined. An entity is also recquired to present separately on the face of the income statement or
disclose in the notes the portion of the amount recorded in current-period earnings by line item that would have been recorded in
previous reporting periods if the adjustment to the provisional amounts had been recogmzed as of the acquisition date. The
Company adopted this guidance effective January 1, 2016 and has applied it on a prospective basis.

Accounting for Fees Paid in a Cloud Computing Arrangement

In April 2015, the FASB issued explicit guidance on the recogmition 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 consclidated financial statements.

Business Consolidation

In February 2015, the FASB issued guidance that amends the analysis that a reporting entity performs to determine whether 1t
should consolidate certain legal entities. The changes in this guidance include how related parties and de facto agents are
considered in the primary beneficiary determination and the analysis for determining whether a fee paid to a decision maker or
service provider 1s a variable mterest. The Company adopted this guidance effective January 1, 2016, and there was no effect on
the consclidated financial statements.
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Fresentation of Financial Statements - Going Concern

In August 2014, the FASB issued guidance requiring the Company to perform interim and annual assessments regarding
conditions or events that raise substantial doubt about the Company's ability to continue as a going concern for a period of one 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 1s 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 events that raise substantial doubt, management's
evaluation of the significance of those conditions or events 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 Decewmber 31, 2016, and concluded that as of December 31, 2017 there were no conditions or events that raise substantial
doubt about the Company's ability to continue as a going concern for one year after the financial statements are issued.

Accounting and Reporting Pronouncements Not Yet Adopted
Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income

In February 2018, the FASB issued updated guidance which permits entities to reclassify tax effects stranded in accumulated
other comprehensive income as a result of the tax reform legislation ("the 2017 Tax Act" or "the Tax Act") to retained earnings for
each period in which the effect of the change is recorded. The update also recuires entities to disclose their accounting policy for
releasing mcome tax effects from accumulated other comprehensive income. The updated guidance 1s effective for interim and
annual reporting periods beginning after December 15, 2018, with early adoption pennitted. The Company is cwrrently evaluating
the impact that the pronouncement will have on the consclidated financial statements.

Targeted Improvements to Accounting for Hedging Activities

In August 2017, the FASB issued significant amendments to hedge accounting which expand the eligibility for hedge
accounting to more fmancial and nonfinancial hedging strategies. The guidance 1s intended to align hedge accountng with
companies’ risk management strategies, simplify the application of hedge accounting, and mcrease transparency as to the scope
and results of hedging programs. In addition, the guidance amends the presentation and disclosure requirements and changes how
companies assess effectiveness. The updated guidance is effective for fiscal years beginning after December 15, 2018, with early
adoption permitted. The Company 1s currently evaluating the impact that the pronouncement will have on the consolidated
financial statements.

Goodwill

Under the current accounting guidance, the quantitative 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 carrying amount, goodwill of the reporting unit is not impaired and the second step of the
quantitative impairment test 1s not necessary. If the carrying amount of a reporting umt exceeds its fair value, the second step of the
quantitative goodwill impairment test is required to be performed to measure the amount of impairment loss, if any. The second
step of the quantitative goodwill impairment test compares the implied 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 manner as the amount of goodwill
recognized in a business combination. In other words, the estimated fair value of the reporting unit’s identifiable net assets
excluding goodwill 1s compared to the fair value of the reporting unit as if the reporting umt had been acquired in a business
combination and the fair value of the reporting unit was the purchase price paid. If the carrying amount of the reporting unit’s
goodwill exceeds the implied fair value of that goodwill, an mmpairment loss. such as the $1.3 billion recorded for the year ended
December 31, 2017 in the consolidated statements of operations, is recognized in an amount equal to that excess (see Note 8)

In JTanuary 2017, the FASB issued guidance that simplifies the subsequent measurement of goodwill. The new guidance
eliminates Step 2 from the goodwill impairment test, and eliminates the requirements for any reporting unit with a zero or negative
carrying amount to perform a qualitative assessment. Therefore, an entity will recognize impamment charges for the amount by
which the carrying amount exceeds the reporting umt's fair value, and the same unpawment assessment applies to all reporting
units. Early adoption 1s permitted for interim or annual goodwill impairment tests performed on testing dates after January 1, 2017.
The amendments in this update must be adopted on a prospective basis for the armual or any interim goodwill impairment tests
begiming after December 15, 2019. If the Company had early adopted this accounting pronouncement, the impact of the current
peried goodwill impainment would have been approximately $100 nullion, substantially less than the inpawment charge recorded
under the cwrrent guidance.
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Accounting changes and error corrections

In Jamuary 2017, the FASB issued guidance which states that registrants should consider additional qualitative disclosures if
the impact of an issued but not yet adopted ASU is unknown or cannot be reasonably estimated and to include a description of the
effect of the accounting policies that the registrant expects to apply, if determined. This guidance 1s effective immediately.
Transition guidance in certain 1ssued but not yet adopted standards has been updated to reflect this amendment.

Clarifying the definition of a business

In Jamuary 2017, the FASB issued guidance that amends the definition of a business and provides a threshold which must be
considered to determine whether a transaction is an acquisition (or disposal) of an asset or a business. Under the current accounting
guidance, the minimum inputs and processes recuired for a “set” of assets and activities to meet the definition of a business is not
specified. That lack of clarity has led to broad mterpretations of the defition of a business. Under tlus guidance, when
substantially all of the fair value of gross assets acquired 1s concentrated in a single asset (or group of similar assets), the assets
acquired would not represent a business. In addition, in order to be considered a business, an acquisition would have to include at a
minimum an input and a substantive process that together significantly contribute to the ability to create an output. The amended
guidance also narrows the defimition of outputs by more closely aligning 1t with how outputs are described m FASB guidance for
revenue recogmition. The guidance 1s effective on a prospective basis beginning January 1, 2018 and 1s not expected to have a
material impact on the Company’s consolidated financial statements.

Income Taxes

In October 2016, the FASB issued guidance that simplifies the accounting for the income tax consecuences of intra-entity
transfers of assets other than inventory. The new guidance includes requirenments to recognize the income tax consecuences of an
wmtra-entity transfer of an asset other than inventory when the transfer occurs, and therefore elininates the exception for an mntra-
entity transfer of an asset other than inventory. The new standard is effective January 1, 2018, The Company is currently analyzing
the impact of the pronouncement to the consolidated financial statements.

Leases

In February 2016, the FASB issued guidance on leases that will recuire lessees to recognize almost all of their leases on the
balance sheet by recording a right-of-use asset and liability. The new standard will be effective for reporting periods beginning
after December 15, 2018, and the new accounting guidance may be applied at the beginning of the earliest comparative period
presented in the year of adoption or at effective date without applying the provisions of the new guidance to comparative periods
presented. The Company is currently evaluating the impact that the pronouncement will have on the consolidated financial
statements; however, 1t 15 expected that assets and liabilities will increase materially when operating leases are recorded under the
new standard. The method of transition will be determined when the Company has completed its evaluation.

Recognition and Measurement of Financial Instruments

In January 2016, the FASB issued guidance regarding the classification and measurement of financial instruments. which
among other changes in accounting and disclosure requirements, replaces the cost method of accounting for non-marketable equity
securities with a model for recognizmng impairments and observable price changes, and also eluninates the available-for-sale
classification for marketable equity securities. The standard requires equity securities, including available-for-sale ("AF3")
securities, to be measured at fair value with changes in the fair value recognized through net income. superseding the guidance
perniitting entities to record gains and losses on equity securities with readily determinable fair values in accumulated other
comprehensive income. Investments accounted for under the ecuity method of accounting or that result in consolidation are not
mcluded within the scope of this update. The new standard will affect the Company's accounting for AFS securities for reporting
periods begimning after December 15, 2017, The Company will apply the guidance on a modified retrospective basis. The
transition adjustment to reclassify accumulated other comprehensive income to retained earnings is expected to be $26 million.
(See Note 12.)

Revenue from Contracts with Customers

In May 2014, the FASB 1ssued an accounting pronouncenient related to revenue recognition, which applies a single,
comprehensive revenue recognition model for all contracts with customers. The core principle of the new guidance is that the
Company will recognize revenue from the transfer of promised goods or services to customers at an amount that reflects the
consideration the Company expects to be entitled to receive in exchange for those goods or services. Subsequent to the issuance of
the May 2014 guidance, several clarifications and updates have been issued by the FASB on thus topic, the most recent of which
was 1ssued in December 2016. Many of these clarifications and updates to the guidance, as well as a number of nterpretive issues,
apply to companies in the media and entertainment industry.

The guidance requires new or expanded disclosures related to the judgments made by comparmes when following the
framewaork. The Company is nearing completion of its assessment of the impact of adopting this new guidance, and the Company
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will implement the new revenue standard begimming JTanuary 1, 2018. The Company currently does not anticipate that the adoption

of the new guidance will have a material unpact on the Company's financial statements, prineipally because the Company does not
expect significant changes in the way it will record distribution or advertising revenues. The Company will apply the guidance on a
modified retrospective basis.

Use of Estimates

The preparation of financial statements i accordance with U, S. generally accepted accounting principles (“GAAP”) requires
managewment 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. sensitive to changes in assumptions and require
fair value determinations using Level 3 fair value measurements. Actual results may differ materially from those estimates

Estimates and judgments inherent in the preparation of the consolidated financial statements include accounting for asset
impairments, revernue recognition, allowances for doubtful accounts, content rights, depreciation and amortization, business
combinations, share-based compensation, mcome taxes, other fmancial mstruments, contingencies, and the determination of
whether the Company is 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 linited liability
companies. For each such entity, the Company evaluates its ownership and other interests to determine whether it should
consolidate the entity or account for 1ts ownership mterest as an mvestment. As part of its evaluation, the Company mutially
determines whether the entity 1s a VIE and, if so, whether it is the primary beneficiary of the VIE. An entity 1s generally a VIE if it
meets any of the following criteria: (1) the entity has insufficient equity to finance its activities without additional subordinated
financial support from other parties, (i1) the equity investors cannot make significant decisions about the entity’s operations, or
(111) the voting rights of some mvestors are not proportional to their obligations to absorb the expected losses of the entity or
receive the expected returns of the entity and substantially all of the entity’s activities involve or are conducted on behalf of the
investor with disproportionately few voting rights. The Company consolidates VIEs for which it 1s the primary beneficiary,
regardless of its ownership or voting interests. The primary beneficiary is the party involved with the VIE that (1) has the power to
direct the activities of the VIE that most significantly impact the VIE’s economic performance, and (i1) has the obligation to absorb
losses of the VIE that could potentially be significant to the VIE or the right to receive benefits from the VIE that could potentially
be significant to the VIE. Upon inception of a variable interest or the occurrence of a reconsideration event, the Company malkes
judgments in determining whether entities i which it invests are VIEs. If so, the Company makes judgments to determine whether
it is the primary beneficiary and is thus required to consolidate the entity.

If it 1s concluded that an entity 1s not a 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 controlling financial
interest is determined by majority ownership and the absence of substantive third-party participating rights.

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

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

Investiments i equity method mvestees are those for which the Company has the ability to exercise significant mfluence, but
does not control and 1s not the priunary 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 earnings or losses of ecuity method investees and a corresponding increase or
decrease to the mvestment balances. Cash payments to equity method investees such as additional investments, loans and advances
and expenses incurred on behalf of mvestees, 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 mvestment results in different
liquidation rights and priorities than what is reflected by the underlying percentage ownership interests, the Company's
proportionate share of net earnings 1s 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 iInvestment were to liquidate all of its assets and distribute the resulting cash to the investors based on contractually
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defined liquidation priorities, assuming the entity continues as a going concern. The change in the Company’s claim on the
mvestee's book value in accordance with GAAP at the begmning and the end of the reporting period, after adjusting for any
contributions or distributions, 1s the Company's share of the earnings or losses for the period. The Company evaluates its equity
method mvestments 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 method investments include ownership rights that either (1} do not meet the definition of in-substance common stock or
(i1) 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.

Investiments 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 tradig securities or available-for-sale securities. For mvestments classified as trading securities, which melude securities
held in a separate trust m commection with the Company’s deferred compensation plan, unrealized and realized gams and losses
related to the investment and corresponding liability are recorded in earnings as a component of other income (expense), net, on the
consolidated statements of operations. For investinents classified as AFS, which include investments in common stock, unrealized
gains and losses are recorded, net of income taxes, in other comprehensive (loss) income until the security is sold or considered
mnpaired. If declines m the value of AFS securities are determined to be other-than-temporary, a loss 1s recorded m earmngs m the
current period as a component of other income (expense), net on the consolidated statements of operations. (See "Asset Impairment
Analysis" below.) For purposes of computing realized gains and losses, the Company determines cost on a specific identification
basis.

Cash obtained as a result of the Company's debt issuance in September 2017 is invested into short-term instruments that
qualify as cash and cash equivalents. Any accrued interest received after maturity is reinvested into additional short-term
instruments. These investments are anticipated to be used to partially fund the Seripps Networks Interactive, Inc. ("Scripps
Networks") acquisition. In the mterim, the Company has full access to these proceeds.

Foreign Currency

The reporting currency of the Company is the U.S. dollar. The functional currency of most of the Company’s international
subsidiaries 1s the local cuirency. 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 rates. Revenues and expenses denominated in foreign currencies are translated
at average exchange rates for the respective periods. Foreign currency translation adjustments are recorded in accumulated other
comprehensive income

Transactions denominated in currencies other than subsidiaries’ functional currencies are recorded based on exchange rates at
the time such transactions arise. Changes i exchange rates with respect to amounts recorded in the consolidated balance sheets
related to these items will result in unrealized foreign currency transaction 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 gains and losses are included in other (expense) income, net, and totaled a loss of $83 million, a gain of $75
million, and a loss of $103 million for 2017, 2016 and 2015, respectively.

Cash flows from the Company's operations m foreign countries are generally translated at the weighted average rate for the
applicable period in the consolidated statements of cash flows. The impacts 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 include 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, economic conditions, the aging of recervables and customer specific r1sks. Using this information, the
Company reserves an amount that it estimates may not be collected. The Company does not require collateral with respect to trade
receivables.
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Content Rights

Content rights principally consist of television series, specials, films and sporting events. Content aired on the Company’s
television networks is sourced from a wide range of third-party producers, wholly-owned and equity method mvestee production
studios and sports associations. Content is ¢lassified either as produced, coproduced or licensed. The Company owns most or all of
the rights to produced content. The Company collaborates with third parties to finance and develop coproduced content, and 1t
retains significant rights to exploit the programs. Licensed content is comprised of films or series that have been previously
produced by third parties and the Company retains limited airing rights over a contractual 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 films 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 if the
Company has previously generated revenues from siumilar content i 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 arrangements generally provide for the sharing of
production costs. The Company records its costs, but does not record the costs borne 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 term
of the license. The cost of licensed content 1s capitalized when the license period for the programs has commenced and the
programs are available for air or the Company has paid for the programs. The Company pays in advance of delivery for television
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 amortization expense for each peried 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
remaimng total lifetime revenues. The Company amually, or on an as needed basis, prepares analyses to support its content
amortization expense by network and by region. Critical assumptions used mn determining content amortization mclude: (1) the
grouping of content by network, (i) the application of a quantitative revenue forecast model based on the adequacy of a network's
historical data, (111) determining the appropriate historical periods to utilize and the relative weighting of those historical periods in
the revenue forecast model, and (iv) assessing the accuracy of the Company's revenue forecasts. The Company then considers the
appropriate application 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
affiliate fee rates, advertising demand, the number of cable and satellite television subscribers receiving the Company’s networks,
and program usage. Accordingly, the Company contimually reviews revenue estimates and planned usage and revises its
agsumptions if necessary. As part of the Company's annual assessment in determuung the film forecast model, the Company
compares the calculated amortization rates to those that have been utilized during the year. If the calculated rates do not deviate
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 programming arrangements over the contract period to each event or season based on the
estimated relative value of each event or season.

The result of the revenue forecast model is either an accelerated method or a straight-line ameortization method over the
estimated useful lives of primarily three to four years for produced, coproduced and licensed content. Ameortization 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 less accumulated amortization or net realizable value. The Company
periodically evaluates the net realizable value of content by considering expected future revenue generation. Estimates of future
revenues consider historical airing patterns 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 projected,
requiring a write-down to net realizable value. Development costs for programs that the Company has determined will not be
produced, are fully expensed m the period the determination is made.

All produced and coproduced content is classified as long-term. The portion of the unamortized licensed content balance,
mecluding prepaid sports rights, that will be amortized within one year 1s classified as a current asset.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and impairments. The cost of property and
equipment acquired under capital lease arrangements represents the lesser of the present value of the minimum lease payments or
the farr value of the leased asset as of the meeption of the lease. The Company leases fixed assets and software. Capitalized
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software costs are for internal use. Capitalization of software costs occurs during the application development stage. Software costs
wmeurred durmg the prelimmary project and post unplementation stages are expensed as incurred. Repairs and maintenance
expenditures that de not enhance the use or extend the life of property and equipment are expensed as incurred.

Depreciation for most property and equipment 1s recognized using the straight-line method over the estimated useful lives of
the assets, which 15 15 to 39 years for buildings, three to five years for broadeast equipment, two to five years for capitalized
software costs and three to five years for office equipment, furniture, fixtures and other property and equipment. Assets acquired
under capital lease arrangements and leasehold 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 leases, which is one to 15 years. Depreciation conunences 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 segiments or one level below its operating
segments. The Company evaluates goodwill and other indefinite-lived ntangible assets for impairment annually as of
November 30 and earlier if an event or other circumstance indicates that we may not recover the carrying value of the asset. If the
Company believes that as a result of its qualitative assessment it is more likely than not that the fair value of a reporting unit or
other indefinite-lived mntangible asset 1s 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 quantitative 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
carrying amount, goodwill of the reporting unit is not impaired and the second step of the quantitative impairment test is not
necessary. If the carrying amount of a reporting unit exceeds its fair value, the second step of the quantitative goodwill impairment
test 13 required to be performed to measure the amount of impairment loss, 1f any. The second step of the quantitative goodwill
impairment test compares the implied 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 manner as the amount of goodwill recognized in a business combination.
In other words, the estimated fair value of the reporting unit’s identifiable net assets excluding goodwill is compared to the fair
value of the reportmg umit as if the reporting umit had been acquired in a business combination and the fair value of the reporting
unit was the purchase price paid. If the carrying amount of the reporting unit’s goodwill exceeds the implied fair value of that
goodwill, an impairment loss is recognized in an amount equal to that excess.

Following a qualitative assessment indicating that it 1s not more likely than not that the fair value of the indefmite lived
ntangible asset exceeds its carrying amount, impairment of other intangible assets not subject to amartization involves a
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 loss is recognized in an amount equal to that excess. Determining fair value recuires 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 amortizing trademarks. customer lists, other ntangible assets, and property and equipment are not
recuired to be tested for impairment annually. Instead, long-lived assets are tested for impairment whenever circumstances indicate
that the carrymg amount of the asset may not be recoverable, such as when the disposal of such assets 1s likely or there 13 an
adverse change in the market mvolving the business employing the related assets. If an impairment analysis 1s required, the
impairment test employed is based on whether the Company’s intent is to hold the asset for continued use or to hold the asset for
sale. If the mtent 1s 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 carrying value of the asset exceeds the undiscounted cash flows, the asset would not
be deemed to be recoverable. Impamment 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 future cash flows associated with that asset. If the intent is to hold the asset
for sale and certain other criteria are met, the impairment test mvolves comparing the asset’s carrying value to its fair value less
costs to sell. To the extent the carrying value is greater than the asset’s fair value less costs to sell, an impairment loss is recogmzed
1 an amount equal to the difference. Sigmficant judgments used for long-lived asset nupamment assessments melude 1dentifying
the appropriate asset groupings and primary assets within those groupings, determining whether events or circumstances mndicate
that the carrying amount of the asset may not be recoverable, determining the future cash flows for the assets involved and
assumptions applied in determining fair value. which include, reasonable discount rates, growth rates, market risk premiums and
other assumptions about the economic environment.
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Egquity Method Investments, AFS Securities and Cost Method Investments

Equity methed investments, AFS securities and cost method investments are reviewed for indicators of other-than-temporary
impairment on a quarterly basis. Equity method investments, AFS securities and cost method investments are written down to fair
value if there is evidence of a loss in value which is other-than-temporary. The Company estimates the fair value of its investiments
by considering share price and other publicly available mformation, recent mvestee equity transactions, discounted cash flow
analysis, recent operating results, comparable public company operating cash flow multiples and in certain situations, balance sheet
liquidation values. 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 estunated fair value or market value has been below the carrymg value, the financial condition and the near-term
prospects of the investee, the intent and ability of the Company to retain its investiment in the investee for a peried of time
sufficient to allow for any anticipated recovery in market value and general 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.) Other than AFS securities, fair values of investments are not assessed every reporting
period unless there are indications of impairment.

If declines in the value of these investments are determined to be other-than-temporary, a loss is recorded in eamnings in the
current period as a component of other mcome (expense), net on the consolidated statements of operations.

Derivative Instruments

The Company uses derivative financial instruments to modify its exposure to exogenous events, market risks from changes
in foreign currency exchange rates, interest rates, and the fair value of mnvestments 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 ave: (1) a hedge of a forecasted transaction or the
variability of cash flows to be received or paid related to a recognized asset or liability ("cash flow hedge"), (i1} a hedge of net
investments i foreign operations ("net mvestment hedge” ), {ii1) a hedge of the fair value of a recognized asset or liability or of an
unrecognized firm commitment ("fair value hedge"), or (iv) an mstrument with no hedging designation (See Note 10.)

Cash Flow Hedges

For those derivative instruments designated as cash flow hedges, gains or losses on the effective portion of derivative
wstruments are imtially recorded in accumulated other comprehensive loss on the consolidated balance sheets and reclassified into
the consclidated 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 earnings. If it becomes probable that a forecasted transaction will not occur, any related gains and losses
recorded m accumulated other comprehensive loss on the consolidated balance sheets are reclassified to other (expense) inconie,
net on the consolidated statements of operations m that period. Generally, the maxiunum length of time over which the Company
hedges its exposure to variability in future cash flows for forecasted transactions is less than one year.

Net Investinent Hedges

For those derivative instruments designated as net investment hedges, the changes in the fair value of the derivatives
instruments are recorded as cumulative translation adjustments, a component of accumulated other comprehensive loss on the
consolidated balance sheets, and are only recognized in earmings upon the liquidation or sale of the hedged mvestment. If the
notional amount of the instrument designated as the hedge of a net investment is greater than the portion of the net mvestment
being hedged, hedge ineffectiveness, which is the gain or loss of the portion over-hedged, is reclassified to other (expense) income.
net on the consolidated statements of operations m that period.

Fair Value Hedges

For those dertvative mstruments designated as fair value hedges, the changes m the fair value of the derivative instruments,
mncluding offsetting changes in fair value of the hedged items and amounts excluded from the assessment of effectiveness are
recorded in other (expense) income, net.

No Hedging Designration

The Company may also enter into derivative instruments that are not designated as hedges and do not qualify for hedge
accounting. These contracts are intended to mitigate economic exposures of the Company. The changes m fair value of derivatives
not designated as hedges and the meffective portion of derivatives designated as hedging mstruments are nmunediately recorded n
other (expense) income, net.
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Financial Statement Presentation

The Company records all unsettled derivative contracts at their gross fair values on the consolidated 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 to cash flows occurring beyond one year are classified as noncurrent.

The cash flows from the effective portion of derivative instruments used as hedges are classified m 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 mtended to hedge distribution revenue earned during the year ended
December 31, 2017 1s reported as an operating activity i the consolidated statements of cash flows consistent with the
classification of cash received from customers. Also, the cash flows related to our interest rate contracts used to hedge the pricing
for certain senior notes are reported as a financing activity i the consolidated statements of cash flows consistent with the cash
proceeds from our debt offerings. The cash flows from the ineffective portion of derivative mstruments used as hedges, periodic
settlement of nterest on cross-currency swaps, and derivative contracts not designated as hedges are reported as mvesting activities
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 m a separate treasury stock account, which 1s separately reported as a reduction of equity.

When stock is retired or purchased for formal or constructive retirement, the purchase price 1s 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-mn capital related to the series of shares repurchased and any remainder excess purchase price recorded as a
reduction 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 earnings, the remainder 1s allocated to additional paid-in capital related to
other series of shares.

Common Stock Repurchase Contracts

Under common stock repurchase contracts, the Company makes up front cash payments for the future settlement 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 common stock. If the Company's Series C cominon stock price 1s above the strike price at
expuy, the Company can elect to settle the transaction i either cash or the equivalent value in shares of Series C common stock at
the then cwrent market price upon settlement, based on the notional 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 1s 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 reclassified to treasury stock. If the contract settles in cash, the cash receipt will be recorded as an merease to additional paid-in
capital.

Revenue Recognition

The Company generates revenues principally from (1) fees charged to distributors of its network content, which include
cable, direct-to-home ("DTH") satellite, telecommunications and digital service providers, (11) advertising sold on its television
networks and websites, (111} 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 is recognized when persuasive evidence of a sales arrangement exists, services are rendered or delivery occurs, the
sales price 1s fixed or determinable and collectability is reasonably assured. Revenues do not include taxes collected from
customers on behalf of taxing authorities such as sales tax and value-added tax. However, certain revenues include taxes that
customiers pay to taxing authorities on the Company’s behalf, such as foreign withholding tax. Revenue recognition for each source
of revenue 1s 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 programmiing under the termms of distribution contracts. The majority of the Company’s distribution fees
are collected monthly throughout the year and distribution revenue 1s 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
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based on actual subscriber levels. Such information is generally not received until after the close of the reporting period. In these
cases, the Company estumates the number of subscribers receving the Company’s programming. Historical adjustments to
recorded estimates have not been material.

Revenues 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 meluded i the arrangement, the Company
allocates the fee to each program based on its relative fair value.

Advertising

Advertising revenues 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 portion of the
advertising contracts in the U.S. guarantee the advertiser a minimum audience level that either the program i which their
advertisements are aired or the advertisement will reach. Revenues are recognized for the actual audience level delivered. The
Company provides the advertiser with additional advertising spots in future periods if the guaranteed audience level is not
delivered. Revenues are deferred for any shortfall in the guaranteed audience level until the guaranteed audience level 1s delivered
or the rights associated with the guarantee lapse. Audience guarantees are initially developed internally based on planmed
programing, 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 estunates 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 1s recognized ratably over the contract term as service 1s provided. Royalties from
brand licensing arrangements are earned as products are sold by the licensee. Revenue from the production studios segment is
recognized when the content 1s delivered and available for airing by the customer.

Deferred Revenue

Deferred revenue primarily consists of cash received for television advertising for which the advertising spots have not yet
fully delivered the ratmgs guaranteed, product licensmg arrangements, advanced billings to subscribers for access to the
Company’s curriculum-based streaming services and advanced fees received related to the sublicensing of Olympic rights. The
amounts classified as current are expected to be earmned within the next year.

Share-Based Compensation Expense

The Company has mcentive plans under which performance-based restricted stock units (“PRSUs™), service-based restricted
stock units (“RSUs”) stock options, stock appreciation rights (“SARs”) are issued. The Company's unit awards plan is no longer
active, effective January 1, 2016.

Vesting for certain PRSUs 1s subject to satisfying objective operating performance conditions, while vesting for other PRSUs
1s based on the achievement of a combination of 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 actual forfeitures. Compensation expense for PRSUSs that
vest based on achieving subjective operating performance conditions or in situations where the executive 1s able to withhold taxes
i excess of the mimmum statutory requirement, s remeasured at the fair value of the Company’s Series A and Series C common
stock, as applicable, less actual forfeitures each reporting period until the date of conversion. Compensation expense for all PRSUs
1s recognized ratably. following a graded vesting pattern during the vesting period only when it 1s probable that the operating
performance conditions will be achieved. The Company records a cumulative adjustment to compensation expense for PRSUs if
there 15 a change in the determination of whether or not it is probable the operating performance conditions will be achieved.

The Company measures the cost of employee services received in exchange for RSUs based on the fair value of the
Company’s Series A common stock on the date of grant less actual forfeitures. Compensation expense for RSUS5 1s 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 actual forfertures. Compensation expense for stock options 1s 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 forfeitures. Because certamn SARs and all unit awards are cash-settled, the Company remeasures the fair
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value of these awards each reporting period until settlement. Compensation expense, including changes in fair value, for SARs and
umit awards 1s recognized during the vesting period 1n 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 faw values of SARs 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 affect the
fair value of awards. For SARs the expected term 1s the period from the grant date to the end of the 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 1s utilized to calculate the expected term, smce the Company does not have sufficient
historical exercise data to provide a reasonable basis upon which to estimate the expected term. The simplified method considers
the period from the date of grant through the mid-point 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 commeon stock. The dividend vield 1s assumed to be zero because the Company has
no history of paying cash dividends and no present intention to pay dividends. The risk-free interest rate is based on U.S. Treasury
zero-coupon issues with a remaining term equal to the expected term of the award.

When recording compensation cost for share-based awards, the Company has the option to estimate the number of awards
granted that are expected to be forfeited or use actual forfeitures, in accordance with the March 2016 FASB guidance that
simplified how share-based payments are accounted for and presented in the financial statements. On January 1, 2017, the
Company adopted the new guidance on a modified retrospective basis to use actual forfeitures in the calculations of share-based
compensation expense instead of estimated forfeitures.

The Employee Stock Purchase Plan (the “ESPP”) 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.

Share-based compensation expense is recorded as a component of selling, general and administrative expense. The Company
classifies the mtrmsic value of SARs that are vested or will become vested within one vear as a current liability.

Excess tax benefits realized from the exercise of stock options and vested RSUs, PRSUs and the ESPP are reported as cash
inflows from operating activities on the consolidated statements of cash flows.

Adpvertising Costs

Advertising costs are expensed as promotional services are delivered in selling, general and administrative expenses.
Advertising costs paid to third parties totaled $162 million, $166 million and $148 million for 2017, 2016 and 2015, respectively.

Income Taxes

Income taxes are recorded using the asset and liability method of accounting for income taxes. Deferred income taxes reflect
the net tax effect of temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes
and the amounts used for income tax purposes. Deferred taxes are measured using rates the Company expects to apply to taxable
income in years in which those temporary differences are expected to reverse. A valuation allowance 1s provided for deferred tax
assets if it is more likely than not such assets will be unrealized. The Company also engages in transactions that make the
Company eligible for federal investiment tax credits. The Company accounts for federal mvestment 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 transactions. The Company prepares and files tax
returns based on its interpretation of tax laws and regulations. In the normal course of business. the Company's tax returns are
subject to examination by various taxing authorities. Such examinations may result in future tax and interest assessments by these
taxing authorities.

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 positions are more likely than not to be sustained upon examination based
on thewr technical merits, ncluding the resolution of any appeals or litigations processes. There 1s considerable judgment involved
in determining whether positions taken on the Company's tax returns are more likely than not to be sustained The Company
adjusts its tax reserve estimnates periodically because of ongoing examinations by, and settlements with. various taxing authorities,
as well as changes in tax laws, regulations and interpretations.
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On December 22, 2017, new federal tax reform legislation was enacted in the United States, resulting in significant changes
from previous tax law, including the new tax on global intangible low-taxed mecome ("GILTI"). The Company concluded that 1t
would not be appropriate to provide deferred taxes on individual inside basis differences or the outside basis difference (or portion
thereof} because a taxpayer’s GILTI 1s based on its aggregate mcome from all foreign corporations. Because the computation is
done at an aggregate level, the unit of account is not the taxpayer’s investment in an individual foreign corporation or that
corporation’s assets and lLiabilities.

Concentrations Risk
Customers

The Company has long-term contracts with distributors avound the world. For the U.S. Networks segment, more than 90% of
distribution revenue comes from the 10 largest distributors. For the International Networks segment, approximately 42% of
distribution revenue comes from the 10 largest distributors. Agreements in place with the 10 largest cable and satellite operators
with the U.S. Networks and International Networks expire at various times from 2018 through 2021. Although the Company seeks
to renew 1ts agreements with its distributors prior to expiration of a contract, a delay i securing a renewal that results in a service
disruption, a failure to secure a renewal or a renewal on less favorable terms may have a material 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 m advertising revenue, as viewership is impacted by affiliate subscriber levels.

No individual customer accounted for more than 10% of total consolidated revenues for 2017, 2016 and 201 5. As of
December 31, 2017 and 2016, the Company’s trade receivables do not represent a significant concentration of credit risk as the
customers and markets in which the Company operates arve varied and dispersed across many geographic areas.

Financial Institutions

Cash and cash equivalents are maimntained with several financial mstitutions. 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 of reputable credit and, therefore, bear minimal credit risk. In conjunction with the Scripps
Networks acquisition, $2.7 billion of proceeds from debt issuances were invested in money market funds, $1.3 billion were
mwvested 1 time deposit accounts, and the remainder was mvested 1n highly liquid, short-term mstruments with original maturities
of 90 days or less. These mvestments are classified as cash and cash equivalents on the balance sheet and are anticipated to be used
for the Scripps Networks acquisition; in the interim, the Company has full access to these proceeds. Additionally, the Company has
cash and cash equivalents held by its foreign subsidiaries. Under the TCTA, the Company i1s subject to U.S. taxes for the deemed
repatriation of certain cash balances held by foreign corporations. The Company intends to continue to permanently reinvest these
funds outside of the U.8., and current plans do not demonstrate a need to repatriate them to fund our U.3. operations.

Lender Counterparties

There is a risk that the counterparties associated with the Company’s revolving 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 unable to find a suitable replacement.
Typically, the Company seeks 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, 2017, the Company did not anticipate
nonperformance by any of its counterparties.

Counterparty Credit Risk

The Company 1s exposed to the risk that the counterparties to outstanding derivative financial struments will default on
their obligations. The Company manages these credit risks through the evaluation and monitoring of the creditworthiness of, and
concentration of risk with, the respective counterparties. In this regard. credit risk associated with outstanding derivative financial
instruments is spread across a relatively broad counterparty base of banks and financial institutions. In connection with the
Company's hedge of certain investments classified 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 1s required to
be posted in the instance that certain fair value thresholds are exceeded. As of December 31, 2017, $3 million of collateral has been
posted by the Company under these arrangements and classified as other noncurrent assets in the consolidated balance sheets. As
of December 31, 2017, our exposure to counterparty credit risk included derivative assets with an aggregate fair value of $25
million. (See Note 10.)
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NOTE 3. ACQUISITIONS AND DISPOSITIONS
Acquisitions
Scripps Networks Interactive, Inc.

On February 26, 2018, the 11.S. Department of Justice notified the Company that it has closed its investigation into
Discovery's agreement for a plan of merger to acquire Scripps Networks in a cash-and-stock transaction. The estimated merger
consideration for the acquisition totals $12.0 billion, mcluding cash of $8.4 billion and stock of $3.6 ballion based on the Series C
commen stock price as of January 31, 2018 In addition, the Company will assume Scripps Networks' net debt of approximately
$2.7 billion. The transaction is expected to close i early 2018.

Scripps Networks shareholders will receive $63.00 per share in cash and a number of shares of Discovery's Series C common
stock that is determined in accordance with a formula and subject to a collar based on the volume weighted average price of the
Company's Series C common stock. The formula is based on the volume weighted average price of Discovery's Series C common
stock over the 15 trading days ending on the third trading day prior to closing (the “Average Discovery Price”™). Scripps Networks
shareholders will receive 1.2096 shares of Discovery's Series C common stock if the Average Discovery Price 1s below $22.32, and
0.9408 shares of Discovery's Series C common stock if the Average Discovery Price 1s above $28.70. The intent of the range was
to provide Scripps Networks shareholders with $27.00 of value per share in Discovery Series C common stock; if the Average
Discovery Price is greater than or equal to $22.32 but less than or equal to $28.70, Scripps Networks shareholders will receive a
proportional number of shares between 1.2096 and 0.9408. If the Average Discovery Price 1s below $25.51, Discovery has the
option to pay additional cash instead of 1ssuing more shares above the 1.0584 conversation ratio required at $325.51. The cash
payment is equal to the product of the additional shares required under the collar formula multiplied by the Average Discovery
Price;, for example, if the Average Discovery Price were $22.32 with a conversion ratio of 1.2096, the Company could offer shares
at the 1.0584 ratio and pay for the difference associated with the incremental shares 1 cash. Cutstanding employee equity awards
or share-based awards that vest upon the change of control will be acquired with a similar combination of cash and shares of
Discovery Series C common stock pursuant to terms specified in the Merger Agreement. Therefore, the merger consideration will
fluctuate based upon changes in the share price of Discovery Series C conunon stock and the number of Scripps Networks
comnon shares, stock options, and other equity-based awards outstanding on the closing date. Discovery will also pay certain
transaction costs meurred by Scripps Networks. The post-closing impact of the formula was intended to result in Scripps Networks’
shareholders owning approximately 20% of Discovery’s fully diluted commnon shares and Discovery’s shareholders owning
approximately 80%. The Company will utilize debt (see Note 9) and cash on hand to finance the cash portion of the transaction.
The transaction is subject to regulatory approvals and other customary closing conditions.

Tohn C. Malone, Advance/Newhouse and members of the Seripps family entered into voting agreeients to vote in favor of
the transactions and the stockholders of both Discovery and Scripps Networks approved the transaction on November 17, 2017, In
addition, Advance/Newhouse has provided its consent, in its capacity as the holder of Discovery’s outstanding shares of Series A
preferred stock, for Discovery to enter into the Merger Agreement and consummate the merger. In connection with tlus consent,
Discovery and Advance/Newhouse entered inte an exchange agreement pursuant to which Advance/Newhouse exchanged all of its
shares of Series A and Series C preferred stock of Discovery for shares of newly designated Series A-1 and Series C-1 preferred
stock of Discovery. The exchange transaction did not change the aggregate mumber of shares of Discovery’s Series A common
stock and Series C common stock that are beneficially owned by Advance/Newhouse or change voting rights or liqudation
preferences atforded to Advance/Newhouse. The $35 mullion umpact of the modification has been recorded as a component of
selling, general and administrative expense. (See Note 12 and Note 17.) All of Discovery's direct costs of the Scripps Networks
acquisition will be reflected as a component of selling, general and administrative expense in the consolidated statements of
operations.
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The following table summarizes the components of the estimated merger consideration (in millions of dollars and shares,
except for per share amounts, share conversion ratio, stock option conversion ratio, average cash consideration and average equity
consideration). The estimated merger consideration is based on the mumber of Scripps Networks shares outstanding as of
December 31, 2017, and utilizes a January 31, 2018 transaction closing date to compute the equity portion of the purchase price

Quistanding Scripps Networks equity

S NetwoRks shaes it s 130
Cash consideration per share $ 63.00
Estlmated cash portion of purchase price =i 8193
Scripps Networks shares outstanding : 130
Share conversion ratio - . . . . . . . 1.1316
Duscovery Series C-common stock assumed to be issued : : oy 147
Discovery Series C common stock price per share 3 2386
Estimated equity portion of purchase price i m

programs : : _
Shares under Scripps NetWOlks sha1e based compensatlon programs 3
Seripps Networks share-based 'co'm'p'erlsatlon COTVEIing 1o cash (70%))" mmmmiiioy
Average cash consideration (per share less applicable exercise price) $ 50.34
Estimated cash portion of purchase price R 114

Serles C common stock (30%) e e e 1

Stock option conversion ratio (based on intrinsic value per awar d) 3

D1_sc_0very _Se_r1es C-common stock (1) or options (2) assumed to be issued:

Average equity consideration {itrinsic value of Discovery Series C

common stock or options to be issued as consideration) $ 12.84

Estintated equity portion of purchase price for share awards = oo Frmmm sy
Scripps Networks fransaction costs required to be paid by Discovery 3 105
Total estimated consideration to be paid: - $ 115968

Balances reflect rounding of dollar and share amounts to millions, which may result in differences for recalculated amounts
compared with the amounts presented above.

Merger Consideration Sensitivity

The table below illustrates the potential impact to the total estimated outstanding Discovery Series C common stock to be
ssued assunming that the stock portion of the consideration for outstanding Scripps shares were converted to shares of Discovery
Series C commeon stock at either the low-end or the high-end of the collar range. For the purposes of this calculation, the total
number of Scripps outstanding shares has been assumed to be the same as in the table above. The stock prices used to determine
the equity portion of the consideration in each scenario is based on Discovery Series C comon stock price at the low-end and the
high-end of the collar (in millions of dollars and shares, except for conversion ratio).
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Discovery Series C Common Stock (DISCK)
Shares to Issue and Total Estimated
Consideration to be Paid

Minimum Maximum
Seripps shares outstanding-as:of December 31, 2017 & s o 30 e ] 30
Average Diséovery price - Series C commonsteck $ 2232 % . 28.70
Conversionratio - 1:2096-: 0.9408
Diécovely Series C common stock to be issued for estimated
Scripps shares outstanding 157 122
Total estimated consideration'to be paid i Gy 11,968 8- 11,968

If the average price of Discovery Series C comumnon stock 1s above the collar maximum or below the collar minimum, the
total estimated consideration to be paid will increase or decrease accordingly from the amount shown in the table above

The merger will be accounted for as a business combimation using the acquisition method of accounting, which will establish
anew basis of accounting for all identifiable assets acquired and liabilities assumed at fair value as of the date control is obtained.
Accordingly, the costs to acquire such interests will be allocated to the underlying net assets based on their respective fair values,
including noncontrolling interests. Any excess of the purchase price over the estimated fair value of the net assets acquired will be
recorded as goodwill.

OWN

On November 30, 2017, the Company acquired from Harpo, Inc. ("Harpo") a controlling interest in OWN, mcreasing
Discovery’s ownership stake from 49.50% to 73.99%. OWN is a pay-TV network and website that provides adult lifestyle and
entertaimnent content, which is focused on African Americans, Discovery paid $70 million in cash and recognized a gain of $33
million to account for the difference between the carrying value and the fair value of the previously held 49.50% equity interest.
The price included an assessment of faw value of the equity interest in the network, subject to the mpact of the note payable to
Discovery. The gain 1s mcluded 1n other (expense) mcome, net m the Company's consolidated statements of operations (see Note
18). Discovery consolidated OWN under the VIE consolidation model upon closing of the transaction. As a result, the accounting
for OWN was changed from an equity method investment to a consolidated subsidiary.

The Company applied the acquisition method of accounting to OWN’s business, whereby the excess of the fair value of the
business over the fair value of identifiable net assets was allocated to goodwill. The goodwill reflects the workforce and synergies
expected from broader exposure to the self-discovery and self-improvement entertaimment sector. The goodwill recorded as part of
this acquisition 15 mcluded 1n the U.S. Network reportable segment and 1s not amortizable for tax purposes. Intangible assets
consist of advertiser backlog, advertiser relationships and affiliate relationships with a weighted average estimated useful life of 9
years.

The preluninary opening balance sheet 1s subject to adjustment based on final assessment of the fanr values of certain
acquired assets, principally intangibles, and certain contingent liabilities. The Company used discounted cash flow ("DCF")
analyses, which represent Level 3 fair value measurements. to assess certain components of its purchase price allocation. As the
Company finalizes the fair value of assets accuired and liabilities assumed, additional purchase price adjustments may be recorded
during the measurement period. The Company will reflect measurement period adjustments, 1f any, in the period in which the
adjustments oceur. The prelinunary fair value of assets acquired and liabilities assumed, as well as a reconciliation to cash
consideration transferred is presented in the table below (in millions).
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November 30, 2017

Intangible assets Fo 295
Content rights . 176
Acoovints receivable t 1 1 L 84
Other assets 26
Other Liabilities . o0 (230)
Néf assets acduir.ed T_—Er
GESAWALL s 136
Remeasurement gain on previously held equity mterest (33)
Carrying:value of previously held equity interest: i (329)
Redeemable noncéhtroﬂing interest . . . (55)
Cash consideration transferred ..o $ 70

Following the acquisition of the incremental equity interest and change to governance provisions, the Company has
determined that 1t 13 now the prmary beneficiary of OWN as Discovery obtained control of the Board of Directors and operational
rights that significantly impact the economic performance of the business such as programming and marketing, and selection of
key personnel. As the primary beneficiary, Discovery includes OWN's assets, liabilities and results of operations in the Company's
consolidated financial statements. As of December 31, 2017, the carrying amounts of assets and liabilities of the consolidated VIE
were 3707 million and $505 million, respectively. The fair value of the noncontrolling nterest retained by Harpo was computed
based on Harpo's contractual claims to the underlying net assets of the business, which are partially subordinate to the Company's
given the Company's historical funding of OWN's losses. The loans funded by Discovery to launch the network require repayment
prior to equity distributions to partners.

Harpo has the right to require the Company to purchase its remaining non-controlling interest during 90-day windows
beginning on July 1, 2018 and every two and half years thereafter through January 1, 2026, As OWN’s put right is outside the
Company's control, OWN’s noncontrolling interest is presented as redeemable noncontrolling interest outside of permanent equity
on the Company's consolidated balance sheet. (See Note 11.)

The Enthusiast Network, Inc.

On September 25, 2017, the Company contributed 1ts lmear cable network focused on cars and motor sports, Velocity, to a
new joint venture ("VTEN"), with GoldenTree Asset Management I P. (" GoldenTree"). GoldenTree's contributions to the joint
venture included businesses from The Enthusiast Network, Inc. ("TEN"), primarily MotorTrend.com, Motor Trend YouTube
channel and the Motor Trend OnDemand OTT service. TEN did not contribute its print businesses to the joint venture. The joint
venture will establish a portfolio of digital content, social groups, live events and original content focused on the automotive
audience. In exchange for their contributions, Discovery and GoldenTree received 67.5% and 32.5% ownership of the new joint
venture, respectively.

Discovery consolidated the joint venture under the voting interest consolidation model upon the closing of the transaction. As
the Company controlled Velocity and continues to control Velocity after the transaction, the change in the value of the Company's
ownership interest was accounted for as an equity transaction and no gain or loss was recognized in the Company's consolidated
statements of operations. The Company applied the acquisition method of accounting to TEN's contributed businesses, whereby the
excess of the fair value of the contributed business over the fair value of 1dentifiable net assets was allocated to goodwill. The
goodwill reflects the workforce and synergies expected from broader exposure to the automotive entertainment sector. The
goodwill recorded as part of this acquisition is included in the U.S. Network reportable segment and is not amortizable for tax
purposes. Intangible assets primarily consist of trade names, licensing agreements and customer relationships with a weighted
average estimated useful life of 16 years.

The Company used DCF analyses. which represent Level 3 fair value measurements, to assess certain components of its
purchase price allocation. The fair value of net assets acquired includes measurement period adjustments primarily due to
finalization of the valuation of intangible assets recorded against goodwill. The fair value of the assets acquired and liabilities
assumed is presented in the table below (in millions).
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Measurement
Preliminary Period Final
September 25, 2017 Adjustments September 25, 2017
Goodwill S S g 16§ 75
Intangible assets . 7 . (18). 53
Property plaiit and equiprient, net. 16 1 17
Other assets acquired . 6 . _ 6
Lisbilities asstiied 20 s s s gy o)
Net éssets acquired $ 144 .$ — % 144

Discovery has a fair value call right exercisable during 30 day windows beginning September 2022 and March 2024 to
recuire GoldenTree to sell its entire ownership interest in the joint venture at fair value. GoldenTree has a fair value put right
exercisable during 30 day windows begimmg m March 2021, September 2022 and March 2024 that requires Discovery to either
purchase all of GoldenTree's mterest in the joint venture at fair value or participate m an mitial public offermg for the jomnt venture.
GoldenTree's 32.5% noncontrolling interest in the joint venture is presented as redeemable noncontrolling interest outside of
permanent equity on the Company's consolidated balance sheet. The opening balance sheet value recognized for the redeemable
noncontrolling interest upon closing was $82 million, based on GoldenTree's ownership interest in the book value of Velocity and
fair value of GoldenTree's contribution. The balance was subsequently ncreased by $38 million to adjust the redemption value to
fair value of $120 million. (See Note 11.)

Eurosport International and France

On March 31, 2015 the Company acquired an additional 31% mterest in Eurosport France for €36 million ($38 million). This
transaction gave the Company a 51% controlling stake in Eurosport. The Company recognized gains of $2 million for the year
ended December 31, 2015 to account for the difference between the carrying value and the fair value of the previously held 20%
equity method mnvestments in Eurosport France and Eurosport International. The gains were included mn other (expense) mcome,
net in the Company's consolidated statements of operations. (See Note 18.} On October 1, 2015, TF1 put its
remaining 49% interest in Eurosport to the Company for €491 million ($548 million). (See Note 11.)

Eurosport 1s a leading pan-European sports media platform. The flagshup Eurosport network focuses on regionally popular
sports, such as tennis, skiing, cycling and motor sports. Eurosport’s brands and platforms also include Eurosport HD (high
definition simulcast), Eurosport 2. Eurosport 2 HD and Eurosportnews. The acquisitions are intended to enhance the Company's
pay-TV offerings in Europe and increase the growth of Eurosport.

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

Eurosport
France

March 31, 2015

GOOdWlH g S 69_
Intangible assets 40
Ot et e 0
Cash . . 35
Removal of TF1putright: 2
Currency translation adjustment (6)
Remeasurement :gain on previously held equity :interest : (2)
Liabi.lities assﬁmed h . - . . (30
Deferred tax liabilities - a9
Redeemable noncontrolling mterest (Note 11) (60)
Canryinig value of previously held equity interest: L 2D
Net assets acquired 3 38
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The goodwill reflects the workforce and synergies expected from increased pan-Buropean market penetration as the
operations of Eurosport and the Company are combined. The goodwill recorded as part of tlus acquisition 1s meluded m the
International Networks reportable segment and is not amortizable for tax purposes. Intangible assets primarily consist of
distribution and advertising customer relationships, advertiser backlog and trademarks with a weighted average estimated useful
life of 10 years.

Other

In 2017 and 2015, the Company acquired other businesses for total cash and contingent consideration of $4 million and $91
mullion, net of cash acquired, respectively. Total consideration as of December 31, 2015 meluded contingent consideration of $13
million, of which $2 million was paid during 2016, The acquisitions included FTA networks in Poland, Ttaly and Tuikey, cable
networks in Demuark and a pay-TV sports channel in Asia. The goodwill reflects the synergies and regional market penetration
from combining the operations of these acquisitions with the Company's operations

Fro Forma Financial Information

The Company did not have material pro forma information to present for 2017, 2016 and 2015. The Company's 2017
business combmations are not material mdividually or in the aggregate, the Company had no 2016 business combinations, and the
Company's 201 5 business combinations are also not material individually or in the aggregate.

Dispositions

Eduication Sale

On February 26, 2018, the Company ammounced the planned sale of a controlling equity stake in its education business in the
first half of 2018 to Francisco Partners for cash of $120 million. No loss 1s expected upon sale. The Company will retain an equity
interest. Additionally, the Company will have ongoing license agreements which are considered to be at fair value. As of December
31, 2017, the Company determned that the education business did not meet the held for sale criteria, as defined i GAAP as
managewment had not committed to a plan to sell the assets.

Raw and Betty Studios, LLC

On April 28, 2017, the Company sold Raw and Betty to All3Media. All3Media is a UK. based television, film and digital
production and distribution company. The Company owns 50% of All3Media and accounts for its mvestment in All3Media under
the equity method of accounting. The Company recorded a loss of $4 million for the disposition of these businesses for the year
ended December 31, 2017. The loss on disposition of Raw and Betty mcluded $38 mullion in net assets, including $30 mllion of
goodwill. Raw and Betty were components of the studios operating segment reported with Education and Other.

Group Nine Transaction

On December 2, 2016, the Company recorded a pre-tax gain of 350 million upoen disposition of its digital network Seeker and
production studio SourceFed, following its contribution of the busmesses and $100 million in cash for the formation of a new jomt
venture, Group Nine Media, Inc. ("Group Nine Media"), on December 2, 2016 ("Group Nine Transaction"). Group Nine Media
mcludes Thrillist Media Group, NowThis Media and TheDodo.com. As a result of the transaction, Discovery obtained a non-
controlling ownership interest in the preferred stock of Group Nine Media, which s accounted for under the cost method of
accounting. As of December 31, 2017, the Company owns a 42% minority interest in Group Nine Media with a carrying value of
$212 million. (See Note 4.) The gain on contribution of the digital networks business included the disposition of $32 million in net
assets, meoluding $22 mullion of goodwill allocated to the transaction based on the relative fawr values of the digital networks
business disposed of 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 Russian 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 foreign 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 Busmess. As part of the transaction, Discovery obtained a 20% ownership interest in the New
Russian Business, which 1s accounted for under the equity method of accounting. The loss on contribution of the Russian business
included $15 million of goodwill allocated to the transaction based on the relative 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
earns revenue by providing content and brands to the New Russian Business under long-terin licensing arrangeiments. (See Note
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19.) The Russian business was included in the International Networks reportable segment; the licensing arrangements with the
New Russian Business are reported as distribution revenue m the International Networks reportable segment. (See Note 21.)

Radio

On June 30, 2015, Discovery sold its radio businesses i 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 million) of contingent consideration. The cumulative gain on the disposal is $1 million. Based on the final resolution and
receipt of contingent consideration payable, Discovery recorded a pre-tax gain of $13 million for the year ended December 31,
2016. The Company had previously recorded a $12 million loss mcluding estimated contingent consideration as disclosed for the
year ended December 31, 2015.

The Company determined that the disposals noted above did not meet the definition of a discontinued operation because the
dispositions do not represent strategic shifts that have a sigmificant immpact on the Company's operations and consolidated financial
results.

NOTE 4. INVESTMENTS

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

December 31,
Category Balance Sheet Location 2017 2016
Cashrequivalents: :
Time deposits Cash and cash equivalents $ 1,305 $ —
Trading Securities: i i s
Money market funds Cash and cash equivalents 2,707 —
Mutual furds Prepaid expenises and other current assets - 182 160
Equity method investments:
. 'Equity__in'x_lestme'nt's .......... Bty fettiod ivestinesis T A e
OWN advances and note . Equity method investments
receivable — 31
TS BBt
Common stock Other noncwrrent assets 82 64
“»Common stock = pledged 7 Other ToneurTent assets i S B2 64
Costmethod investments Other noncuirent assets 205 245
Total investmenits - $ A988 o § 1,090

Money Market Funds, Time Deposits and U.S. Treasury Securities

During 2017, the Company issued $6.8 billion in senior notes to fund the anticipated Scripps Networks acquisition. (See
Note 3 and Note 9.) Of these total proceeds, $32.7 billion were invested i money market funds, $1.3 billion were mvested 1n tune
deposit accounts, and the remainder was invested in highly liquid, short-term instruments with original maturities of 90 days or
less. These investiments are classified as cash and cash equivalents on the consolidated balance sheet and are anticipated to be used
for the Scripps Networks acquisition. In the mnterim, the Company has full access to these proceeds. Of the $6.8 billion in debt
proceeds, approximately $5.9 billion 1s subject to a special mandatory redemption provision that requires the Company to redeem
the notes for a price equal to 101% of their principal amount, plus any accrued and unpaid interest on the notes, in the event that
the Scripps Networks acquisition has not closed or the agreement 1s terminated prior to August 30, 2018. While the Company
expects to complete the Scripps Networks acquisition by the required date, unanticipated developments could delay or prevent the
acquisition.

Mutual Funds

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 5.)
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Equity Method Investments

The Company makes mvestments that support its underlying business strategy and enable it to enter new markets and
develop programming. Almost all equity method investees are privately owned. With the exception of the OWN investment prior
to the November 30, 2017 acquisition (see Note 3), and certain investments in renewable energy projects accounted for using the
HLBYV methodology, carrying values of the Company’s equity method investinents are consistent with 1ts ownership in the
underlying net assets of the investees. Certain of the Company's equity method investments are VIEs, for which the Company is
not the primary beneficiary. As of December 31, 2017, the Company’s maximum estimated exposure for all its VIEs including the
investment carrying values, unfunded contractual commitments, and guarantees made on behalf of VIEs was approximately $204
muillion. 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 $181 million and 3426 million as of December 31, 2017 and 2016,
respectively. The Company recognized its portion of VIE operating results with losses of $182 million, earnings of $7 million and
earnings of $30 million for 2017, 2016 and 2015, respectively, in income from equity investees. net on the consolidated statements
of operations.

Renewable Energy Investments

The Company invested in limited liability companies that sponsor renewable energy projects related to solar energy during the
years ended December 31, 2017 and December 31, 2016, for the amounts of $322 nullion and $63 nullion, respectively. There
were no investments in 2015. The Company expects these investinents to result in tax benefits received, which reduce the
Company's tax liability, and cash flows from the operations of the investees. These investments are considered VIEs of the
Company. The Company accounts for these investments under the equity method of accounting. While the Company possesses
rights that allow 1t to exercise significant mfluence over the investments, 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 or control solar panel assets. Once a stipulated return on investment is garnered by the Company, the investment
allocations to the Company are significantly reduced. Accordingly, the Company applies the HLBV method for recognizing the
Company's proportionate share of the investments' net earnings or losses.

The Company recognized $251 million and $24 million of losses on these investments as of December 31, 2017 and
December 31, 2016, respectively. The losses are reflected as a component of (loss) income from equity investees, net on the
Company's consolidated statements of operations. The Company has recorded mcome tax benefits associated with these
investments of $294 million post-tax reform and $26 million for 2017 and 2016, respectively. These benefits are comprised of 383
million post-tax reform and $9 million from the entities' passive losses and $211 million post-tax reform and $17 million from
investment tax credits for 2017 and 2016, respectively. The Company accounts for investment tax credits utilizing the flow through
method. As of December 31, 2017 and December 31, 2016, the Company's carrying value of renewable energy investments were
$98 million and $39 mullion, respectively. The Company has $20 million of future fundmg commuitments for these mvestments as
of December 31, 2017, which are cancelable under limited circumstances. The Company has concluded that losses incurred on
these investments to-date are not indicative of an other-than-temporary impairment due to the nature of these investiments. Losses
in the early stages of nvestments in companies that sponsor renewable energy projects are not uncommon, and the Company
expects mproved performance from these mvestments i future periods.

Other Equity Methed Investments

At December 31, 2017 and December 31, 2016, the Company's other equity method investments mcluded All3Media, a
Russian cable television business, Mega TV in Chile, and certain joint ventures in Canada. The Company acquired other equity
method mvestments, largely to enhance the Company's digital distribution strategies, particularly for Eurosport Player. and made
additional contributions to existing equity method investments totaling $73 million during 2017.

Significant Subsidiaries

The table set forth below presents selected financial information for investments accounted for under the equity method.
Because renewable energy projects discussed above are accounted for under the HLBV equity method of accounting, the
Company's equity method losses do not directly correlate with the GAAP results of the investees presented below. The selected
statement of operations information for each of the three years ended December 31, 2017, 2016, and 2015 and the selected balance
sheet information as of December 31, 2017 and 2016 (in millions)
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2017 2016 2015
Selected Statement of Operations Information: : - :
Revenues ' - $1,780 $ 1.617 $ 1,324
Cost.of sales L1000 998 853
Operating ncome 76 83 42
Pro-tax iricome (loss) from continung operations before extraordmary items 716 Lo (T8) L (42)
After-tax net loss o o T (27) (98) .(42
Net loss attributable to'the entity. 2T (89) i n(42)
Selected Balance Sheet Information: a0 - :
Current assets $ 1,002 $ 884
NGBGUETSIE ASSBES 7777 NG GAG
Current Liabilities 701 752
NGO TAbILites 777777 1008 1177
Redeemable preferred stock 476 —
Nor-controlling. interests : 6 8

AFS Securities

On November 12, 2015, the Company acquired 5 million shares, or 3%, of Lions Gate Entertainment Corp. ("Lionsgate"), an
entertaimnent 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 retam 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 sumunarized in the table below.

December 31,

2017 2016
Cost w3 1958 195
Accumulated change in the value of: . .
Hedged AFS recognized in'other eXperise, et 1 i [¢p] e e 1)
Unhedged AFS recorded in other comﬁrehensive income 3j 14
Othier-than-teifiporary Attparriienit Of ATS SeElttias i G (62
Carrying value $ 164 % 128

The Company hedged 50% of the 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 1s within the boundaries
of the collar and the hedge has no intrinsic value, the Company records the gains or losses on the Lionsgate AFS securities as a
component of other comprehensive income (loss). When the share price of the Lionsgate AFS 1s outside the boundaries of the
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 cotrespond to the change in intrinsic value of the hedge as a component of other (expense) income, net. (See
Note 10)

In 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 faw value. The impairment deternunation 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 investiment 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 income (loss) were recognized as an
impairment charge that is included as a component of other (expense) income, net for the year ended December 31, 2016. Since the

99

01.11.2020 kI 02:57 Brgnngysundregistrene Side 133 av 196



- Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 914493420

DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

impairment charge in 2016, the changes in fair value as result of changes in stock price have been recorded as a component of
other comprehensive imncome (loss).

Cost Method Investments

The Company's cost method investments as of December 31, 2017 and December 31, 2016 totaled $295 million and $245
million, respectively, and primarily include its non-controlling interest in Group Nine Media with a carrying value of $212 million
and $182 mullion as of December 31, 2017 and December 31, 2016, respectively. (See Note 3.) Although Discovery has significant
wnfluence through its voting rights in the preferred stock of Group Nine Media, the Company applied the cost methed for its
ownership interest. which does not meet the definition of in-substance common stock. As of December 31, 2017, the Company
owns a 42% minority interest in Group Nine Media. The Company increased its cost method investments by $50 million and $18
million for the years ended December 31, 2017 and December 31, 2016. For the year ended December 31, 2017, there were no
mdicators of mpairment or that the fair values of the Company's mvestments had changed materially.
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NOTE 5. FAIR VALUE 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 carried at fair value are classified mn the following three

categories:

Level ] — Quoted prices for identical mstruments in active markets.

Level2 — Quoted prices for similar instruments in active markets; quoted prices for identical or similar mnstruments m
markets that are not active; and model-derived valuations in which all significant inputs and significant value
drivers are observable in active markets.

Level3 - Valuations derived from techniques m which one or more significant mputs are unobservable.

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

December 31, 2017

Category Balance Sheet Location Level 1 Level 2 Level 3 Total
Awetr : 0 T T .
Cash .e(.luiv alent: . . S
- Tme deposits Cash and cash eqiivalents: e 81,305 8 e 15305
Trading securities: . . . .
Money market funds - _:Cashand cash equivalents. 2707 = e 2707
. Mutua.l.ftmds. R Prepaid expenses and other current assets 182 — _ 182

AFS securities:

Common stock Other noncurrent assets 82 — — 22

o Coniimotstock < pledged 7 Other nioficlrrent assets iy Lo82 — — 82
Derivatives: . . -
Cash flow hedges:.

Foreign exchange P.repaid expenses and other current assets - 7 — 7

Net fnvestment hedges: .
Cross-currency swaps Other noncurrent assets — 3 — 3
Foreign exchange - Prepaid expenses and other current assets L 2 o

Fair value hedges:

{47 Equity(Lionsgate Collar) “Other nonetimentiassets. -0 ] Y 13
Total - ) $3053 $1330 § — §4,383
Ldabilitios: i i i
Deferred COIllpel‘]S‘ﬂt.‘iO‘n‘pl‘ﬂl‘]. " Accrued liabilities $ 182 % . s — $. 182
Derivatives:
Cashﬁow hedges:
“ Feteigii exclidiige Nsoried Tiabilitieg Ly gy
Net investment hedges: . o .
i Cross=CuiTency swaps: ~Accrued liabilities - B L R
Cross-cutrency swaps Other noncurrent liabilities — 98 — i
- Fereign exchange - Acorued liabilities i R g el g
No hedging destgnatioﬁ: . . . o o .
C_redit cotitracts _Othe;r noriclrrent li_abilitie;s_ _ S 1 L 1
Cross-cutrency swaps Other. noncurrent liabilities _ 6 — 6
Total: Y e L
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December 31, 2016

Category Balance Sheet Location Level 1 Level 2 Level 3 Total
N Assets: : R .. ...................... SREERE g’ T - . . :
Trading securities - mutual funds Prepaid expenses and other current assets $ 160 $§ — %3 — % 160

Available-for-sale sectuities:

Common stock Other noncwrent assets 64 — — 64

Common stock = pledged: - Other rioticuiTent assets © 50 -~ 64 e e 64
Derivatives: . . . . . '
Cash flow hedges:
. Foreign excl.l.ﬂnge Prepaid expenses and other current assets - 31 — 31

Netinvésoment hedges: -

Cross-currency swaps Other noncurrent assets — 35 — 35

‘Fair valie hedges:
Equity (Lionsgate Collar) Other nencurrent assets — 25 — 25

Cross-currency swaps Other nencurrent assets — - — 1
Total <3288 08 D2 g 380
Liabilities:

Deferred compensation plari - =0 Acgerued liabilities = 0 160 % — 8 — 8160
Derivatives: .
Cash flow hedges: i L D SR

Foreign exéllallge ........ Accrued liabilities - 18 R 18

Net fvestment hedges:

Cross-currency swaps Accrued liabilities — 3 — 3

- Cross-cluTency swaps Other nioncuirent liabilities s i 31 L 31
Total $ 160 8 52 8§ — § 212

Cash obtained as a result of the 1ssuance of senior notes to fund a portion of the purchase price of the Scripps Networks
acquisition is invested into money market funds, time deposit accounts, U.S. Treasury securities and highly liquid short-term
instruments that qualify as cash and cash equivalents. Any accrued interest received after maturity are reinvested mto additional
short-term instruments. (See Note 4.) The Company values cash and cash equivalents using quoted market prices.

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. (See Note 4.) The fair value of the
deferred compensation plan liability was determined based on the fair value of the related investments elected by employees

AFS securities represent equity investments with readily determmable fair values. The fair value of Level 1 AFS securities
was determined by reference to the quoted market price per unit in active markets multiplied by the munber of units held without
consideration of transaction costs. (See Note 4.)

Derivative financial instruments are comprised of foreign exchange, interest rate, credit and equity contracts. (See Note
10). The fair value of Level 2 derivative financial instruments was determined using a market-based approach.

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 facility, capital
leases and senior notes. The carrying values for such financial instruments, other than senior notes, each approximated their fair
values as of December 31, 2017 and December 31, 2016. The estimated fair value of the Company’s outstanding senior notes
using quoted prices from over the counter markets, considered Level 2 inputs, was $14.8 billion and $7.4 billion as of December
31, 2017 and 2016, respectively
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NOTE 6. CONTENT RIGHTS

The following table presents the components of content rights (inmillions).

December 31,
2017 2016
P'ro'du'cédCo'nter'lt'rights':-'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:'.:' S S
Completed $ 4355 % 3,920
- In-production: 442 420
Coproduéed content rights:
e pleted TAS 632
.Il].-pl‘O.duCtiOH 27 . 57
Licerised cotitent rights:
Acquired . 1,070 . 1,090
Prepaid®. 181 “129
Content 1‘ights,.at cost 6,820 6,;_’48
Accutiilated ainortization (4197) i (3,849)
Total cdltent rights, net . 2.623 2,399
Current portion R CE R € V) PRt (310)
Noncurrent p011i611 3 213 8 2,089

® Prepaid licensed content rights includes prepaid rights to the Olympic Games of $83 million that are reflected as current content rights
assets on the consolidated balance sheet as of December 31, 2017,

Content expense 1s included in costs of revenues on the consolidated statements of operations and consisted of the
following (in millions).

For the year ended December 31.

2017 2016 2015
Corttent aniortization w$ 1878 § 701§ 628
Other proauction charges . 310 272 231
Confent impairmerts . AR i A BT
Total content expense $ 2220 % 2045 3 1.940

@ Content impairments are generally recorded as a component of costs of reverme. However during the years ended December 31, 2016 and
2015, content impainments of $7 million and $21 million, respectively, were reflected as a component of restructuring and other charges.
These impairment charges resulted from the cancellation of certain series due to legal circumstances pertaimng to the associated talent. No
content impainments were recorded as a component of restructuring and other during the year ended December 31, 2017,

As of December 31, 2017, 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, 2017,
the Company will amortize $1.1 billion 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 equipment consisted of the following {in millions).

December 31,

2017 2016
Liand; buildigs and 1easehold mhprovements g S 363 327
Broadeast equipment . . 728 607
Capitalized software costs : 379 347,
Office equipmeht, furniture, fixtures and other 431 333
Property and equipiiient, at Gost: i S 15901 1;614:
Accumulated depreciation (1,304) (1 ,132)
Property and equiptrieit, fiet’ 3 597 g 482

Property and equipment includes assets acquired under capital lease arrangements, prunarily satellite transponders classified
as broadeast equipment, with gross cairymg values of $358 million and $284 million as of December 31, 2017 and 2016,
respectively. The related accumulated amortization for capital lease assets was 3154 million and $155 million as of December 31,
2017 and 2016, respectively.

The net book value of capitalized software costs was $86 million and $96 million as of December 31, 2017 and 2016,
respectively.

Depreciation expense for property and equipment, meluding amortization of capitalized software costs and capital lease
assets, totaled $150 million, $139 million and $138 million for 2017, 2016 and 2015, respectively.

In addition to the capitalized property and equipment included in the above table, the Company rents certain facilities and
equipment under operating lease arrangements. Rental expense for operating leases totaled $127 million, $122 million and $134
million for 2017, 2016 and 2015, respectively.

NOTE 8. GOODWILL AND INTANGIBLE ASSETS
Goodwill

The carrying value and changes in the carrying value of goodwill attributable to each business unit were as follows (in
millions).

uUs. International Education and
Networks Networks Other Total

Deceinber 31,2015 $o 5287 2800 77080008164
Dispositions (Note 3} (22 _ _ (22

oo Foreign currency translation i il s (02) (10) v (102)
December 31, 2016 5,265 2,708 67 8,040
Acquisitions (Note 3) 211 7o St 218
Dispositions (Note 3) — — (30) (30)

s Inipaittnent of goodwill - S (13D T Se(1,327)
Foreign currency translation 2 167 3 172
December:31,:201 7 S 5478 % 1,555 % A0 8o 7,073

The carrying amount of goodwill at the International Networks segment included accumulated impairments of $1.3 billion as
of December 31, 2017. The carrying amount of goodwill at the U.S. Networks segment included accumulated impairments of $20
million as of December 31, 2017, 2016 and 2015, respectively.
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Intangible Assets

Finite-lived mntangible assets consisted of the following (in millions, except years).

December 31, 2017 December 31, 2016
‘Weighted
Average
Amortization Accumulated Accumulated
Period {Years) Gross Amortization Net Gross Amortization Net
Intatigible dsgets Subject to i i e S
amortization: e s _ e
Trademarks 10§ 494 % 224y 3 270§ 412 % (165 $ 247
o -'_Cust'omer'rélatio'ns_hip's ------ PR 16-: o 2026 (T 58) i 1,268:' S _1;632'-' L _(594)' o 1,038_.
Other 16 118 (50) 68 97 (34 63
Tota] o : 32,638 1§00 (1,032) 801,606 08 2,141 §r(793) 080015348

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

December 31,
2017 2016

Intangible assets riot subject to dmoitization:
Trademarks $ 164 $ 164

Straight-line amortization expense for finite-lived mtangible 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 $180 million,
$183 million and $192 million for 2017, 2016 and 2015, respectively.

Amortization expense relating to mntangible assets subject to amortization for each of the next five years and thereafter 1s

estimated to be as follows (in millions).

2018 2019 2020 2021 2022 Thereafter
Ainortization expenise 822008 20308 1988 1T S 1T S 664

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

Impairment Analysis

Consistent with the Company's accounting policy, the Company performed a quantitative step 1 impairment test (comparison
of fair value to carrying value) for each of 1ts reporting umits i1 2016 which mndicated limited headroom {the excess of fair value
over carrying value) in the European reporting unit of 12%, all other reporting units had headroom in excess of 40%. Given the
limited headroom in the European reporting unit, the Company closely monitored its results during 2017 and again performed a
quantitative impainment test of the European reporting unit as of November 30, 2017, which indicated potential impairment
(approximately $100 million or 3% deficit). The key factors resulting in the impairment include: 1) moderated revenue
expectations based on contimued declines in viewership, 2) expected increases m content investment to service existing customers
and grow the Company's direct-to-consumer business, and 3) lower stock price multiples for peer media companies. Given the
results of the step 1 impairment test, the Company applied the hypothetical purchase price analysis required by the step 2 test and
recognized a pre-tax goodwill impairment charge of $1.3 billion as of November 30, 2017, for the European reporting unit. The
unpawment charge of $1.3 ballion sigruficantly exceeds the deficit of fair value to carrymg value of approxunately $100 million
because of significant intangible assets that are not recognized on the Company's consolidated balance sheet (i.e., excluded from
book carrying value) but are considered in the step 2 calculation on a fair value basis. The step 1 and step 2 tests and relevant
assumptions are further discussed below. For the US Networks, Latin, Asia and Education reporting units, the Company performed
a qualitative goodwill impairment review in 2017. No factors were identified indicating a need for a quantitative assessment.

For the 2017 step 1 test, the carrying value of the European reporting unit of $4.0 billion, which includes $2.4 billion of
goodwill, exceeded its fair value of $3.9 billion by 3%. In performing the step 1 test, the Company determined the fair value of its
European reporting unit by using a combination of DCF analyses and market-based valuation methodologies. The results of these
valuation methodologies were weighted 75% towards the DCF and 25% towards the market-based approach, which is consistent
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with prior quantitative analyses. Significant judgments and assumptions used in the DCF and market-based model to assess the
reporting unit's far value include the amount and timmg of expected future cash flows, long-term growth rates of 2.5% (compared
with 3% in 2016), a discount rate of 9.75% (compared with 10.5% in 2016), and our selection of guideline company earnings
multiples of 7.5 (compared with 9.5 in 2016). The cash flows employed in the DCF analysis for the European reporting unit are
based on the reporting unit's budget and long-term business plan, which reflect our expectations based upon recent operating
performance. Discount rate assumptions are based on an assessment of the risk mherent in the future cash flows of the respective
reporting unit and market conditions. Given the inherent uncertainty in determining the assumptions underlying a DCF analysis,
actual results may differ from those used in the valuations.

The net assets assigned to the European reporting unit included corporate allocations. These assets and lhiabilities melude
corporate enterprise goodwill and intangible assets, allocated in prior periods based on the relative fair value of the European
reporting unit at the time. and deferred taxes and content, allocated based on whether or not the jurisdiction gave rise to the
deferred tax balance or is using the content asset.

In the second step of the impairment test, the Company hypothetically assigned the European reporting unit's fair value to its
individual assets and liabilities, including significant unrecognized mtangible assets such as customer relationships and trade
names, or liabilities, in a hypothetical purchase price allocation that calculates the implied fair value of goodwill in the same
mamner as if the reporting unit was being acquured in a business combination. Since the implied fair value of the reporting umt's
goodwill was less than the carrying value, the difference was recorded as an impairment charge. The fair value estimates
incorporated in step 2 for the hypothetical intangible assets were based on the excess earnings income approach for customer
relationships, the relief-from-royalty method for trademarks, and the greenfield approach for broadcast licenses. Key judgments
made by management in step 2 of the umpairment test included revenue growth rates, length of contract term, number of renewals,
customer attrition rates, market-based royalty rates, and market based tax rates. The valuation of advertising relationships assumed
an attrition rate of 10%, affiliate relationships assumed three contract renewals, each with a four vear term, per customer and trade
names assumed royalty rates ranging from 2% to 5%. Other assumptions used in these hypothetical calculations had a less
significant mpact on the concluded fair value or were subject to less significant estimation or judgment. None of these
hypothetical calculations for unrecorded mtangibles were recorded in the consolidated financial statements.

As of the goodwill testing date, the carrying value of remaining goodwill assigned to the European reporting unit was $1.1
billion and the net assets of the reporting umt were approximately $2.7 billion, which results in $1.2 billion headroom based on the
estimated fair value of $3.9 billion.

The determination of fair value of the Company's DNI-Europe reporting unit represents a Level 3 fair value measurement in
the fawr value hierarchy due to its use of internal projections and unobservable measurement inputs. Changes in significant
judgments and estimates could significantly impact the concluded fair value of the reporting unit or the valuation of intangible
assets. Changes to assumptions that would decrease the fair value of the reporting unt would result in corresponding increases to
the impairment of goodwill at the reporting unit.

The goodwill impairment charge does not have an impact on the calculation of the Company's financial covenants under the
Company's debt arrangements.

As of November 30, 2016, the Company performed a quantitative goodwill impairment assessment for all reporting units.
Due to the period elapsed since the last quantitative impairment test in 2013, the Company elected to proceed to the first step of the
quantitative goodwill impairment test. The estimated fair value of each reporting 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 assessment of the risk inherent in future cash flows of the respective reporting unit. The market-based valuation
models utilized multiples of earnings before interest, taxes, depreciation and amortization. Both the DCF and market-based models
resulted in substantially similar fair values.

As of November 30, 2015, the Company performed a qualitative goodwill mpaiment 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 $. DEBT

The table below presents the components of outstanding debt (in millions).

December 31,
2017 2016
5:625% Senior notes, semi-annual interest, due August-2019 - -0y 41108 500
2.200% Senior note.s semi-armual intei‘esf due September 2019 500 . —
Flotirig tate niotes; quatterly interest; die September 2019 mnnn s 00y i e
5.050% Senior notes, semi-annual interest, due June 2020 789 1,300
4.375% Senior Hiotes, setmniantival 1hterest, dig Jifig 2021 i g SO T N 650
2.375% Senior notes, eure denominated, annual interest, due March 2022 338 314
3:300%Senior Histes, 'se'm'l'a'nriu’al itergst; die May 2022 o e 5007 500
2.950% Senior notes, semi-anmnual interest, due March ’7073 1,200 —
3.250% Senior notes, semi-anmiuial mterest due April 2023 o 35003500
3.800% Senior notes, semi- arrual 1nte1est due March 2024 450 —
2:500% Senior.notes, sterling-denominated; anfual interest, due September 2024 - 538 =
3.450% Senior notes, semi-annual interest, due March 2025 300 300
4.900% Senior notes, setnicanmual interest, due March 2026 700 500
1.900% Senior notes, eurc dencminated, amnual mterest, due March 2027 717 627
3.950%: Senior notes, sefiii-antiial interest; die March 2028wy 157000 B
5.000% Senior notes, semi-amual interest, due September 2037 1,230 —
6:350% Senior Hiotes, setni-antiual interest, :due June 2040 850 850
4.950% Senior notes, semi-annual interest, due May 2042 500 500
4.875% 3enior notes, semi-annual interest, due April 2043 e 850 850
5.200% Semol notes semi- annual interest, due September ”047 1.250 —
Revolving credit facility 425 550
Commercial papel' — 48
Capitallease.obligati.ons...:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.:.: Sl 225 SR 151
Total debt 14,913 7,990
Unarmottized discount anid debt issuance costs: (128) . 67)
Debt, net 14,785 7,923
e portion of dbE:17100 Y
Noncurrent portion of debt 3 14,755 §$ 7,841

Senior Notes

On September 21, 2017, Discovery Communications, LLC ("DCL"), a wholly-owned subsidiary of the Company. issued
$500 million principal amount of 2.200% senior notes due 2019 (the “2019 Notes™), $1.20 billion principal amount of 2.950%
senior notes due 2023 (the “2023 Notes™), $1.70 billion principal amount of 3.950% senior notes due 2028 (the “2028 Notes™),
$1.25 hillion principal amount of 5.000% senior notes due 2037 (the “2037 Notes™), $1.25 billion principal amount of 5.200%
senior notes due 2047 (the “2047 Notes” and, together with the 2019 Notes, the 2023 Notes, the 2028 Notes, the 2037 Notes and
the 2047 Notes, the “Senior Fixed Rate Notes™) and $400 million principal amount of floating rate senior notes due 2019 (the
“Semor Floating Rate Notes” and, together with the Semor Fixed Rate Notes, the “USD Notes™). Interest on the Semor Fixed Rate
Notes 15 payable on March 20 and September 20 of each year, beginning March 20, 2018. Interest on the Senior Floating Rate
Notes is payable on March 20, June 20, September 20 and December 20 of each year, beginning December 20, 2017. The USD
Notes are fully and unconditionally guaranteed by the Company.

On September 21, 2017, DCL 1ssued £400 million principal amount (3540 million at issuance based on the exchange rate of
$1 .35 per pound at September 21, 2017) of 2.500% senior notes due 2024 (the “Sterling Notes™). Interest on the Sterling Notes 1s
payable on September 20 of each year, beginning September 20, 2018.

The proceeds received by DCL from the USD Notes and the Sterling Notes were net of a $11 million issuance discount and
$57 million of debt 1ssuance costs. The Sterling Notes are fully and unconditionally guaranteed by the Company.
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With the exception of the 2019 Notes and the Senior Floating Rate Notes, the USD Notes and Sterling Notes include a
redemption requirement following a termmation of the Scripps Networks Merger Agreement or if the merger does not close prior
to August 30, 2018, The $5.9 billion principal amount of senior notes subject to special mandatory redemption will be classified as
noncurrent until either of the contingent events which would trigger the redemption has occurred. As of December 31, 2017,
neither of the contingent events have occurred and therefore these senior notes are classified as noncurrent. In the event that the
redemption provision is triggered, the Company would be required to redeem the notes for a price equal to 101% of the principal
amount plus any accrued and unpaid interest on the notes.

On March 13, 2017, DCL issued $450 million principal amount of 3.80% senior notes due March 13, 2024 (the "2017 USD
Notes") and an additional $200 million principal amount of its existing 4.90% senior notes due March 11, 2026 (the "2016 USD
Notes"). Interest on the 2017 USD Notes 1s payable semi-anmually on March 13 and September 13 of each year. Interest on the
2016 USD Notes 1s payable semi-annually on March 11 and September 11 of each year. The proceeds received by DCL from the
2017 USD Notes were net of a $1 million issuance discount and $4 million of debt issuance costs. The proceeds received by DCL
from the 2016 USD Notes mcluded a $10 million 1ssuance premium and were net of $2 million of debt 1ssuance costs. The 2017
USD Notes and the 2016 USD Notes are fully and unconditionally guaranteed by the Company.

DCL used the proceeds from the offerings of the 2017 USD Notes and the 2016 USD Notes to repurchase $600 million
aggregate principal amount of DCL's 5.05% senior notes due 2020 and 5.625% semor notes due 2019 m a cash tender offer. The
repurchase resulted in a pretax loss on extinguishment of debt of $54 million for the year ended December 31, 2017, which is
presented as a separate line item on the Company's consolidated statements of operations and recognized as a component of
financing cash outflows on the consolidated statements of cash flows. The loss included $50 million for premiums to par value, $2
muillion of non-cash write-offs of unamortized deferred financing costs, $1 million for the write-off of the original 1ssue discount of
these senior notes and $1 million accrued for other third-party fees.

Term Loans

On August 11, 2017, DCL entered into a three-year delayed draw tranche and a five-year delayed draw tranche unsecured
term loan credit facility (the "Term Loans"), each with a principal amount of up to $1 billion. The term of each delayed draw loan
begins when Discovery borrows the funds to finance a portion of the Scripps Networks acquisition. The Term Loans' interest rates
are based, at the Company's option, on either adjusted LIBOR plus a margin, or an alternate base rate plus a margin. The Company
will pay a commitment fee of 20 basis pomts per annum for each Term Loan, based on its current credit rating, begmning
September 28, 2017 until either the funding of the Term Loans or the termination of the Scripps Networks acquisition. As of
December 31, 2017, the Company has not yet borrowed the Term Loans

Unsecured Bridge Loan Commitment

On July 30, 2017, the Company obtamed a commuitment letter from a financial mstitution for a $9.6 billion unsecured bridge
term loan facility that could have been used to complete the Scripps Networks acquisition. No amounts were drawn under the
bridge loan commitment and following the execution of the Term Loans and the issuance of the USD Notes and the Sterling Notes
on September 21, 2017, the commitment was terminated. The Company incurred $40 million of debt issuance costs, which are
fully amortized as a component of interest expense following the 1ssuance of the senior notes on September 21, 2017. The
associated cash payment has been classified as a financing activity in the consolidated statements of cash flows.

Revolving Credit Facility

On August 11, 2017, DCL amended its $2.0 billion revolving credit facility to allow DCL and certain designated foreign
subsidiaries of DCL to borrow up to $2.5 billion, including a $100 million sublimit for the issuance of standby letters of credit and
a $50 million sublimit for Buro-denommated swing line loans. Borrowing capacity under this agreement 1s reduced by any
outstanding borrowings under the commercial paper program discussed below. The reveolving credit facility agreement amendment
extends the maturity date from February 4, 2021 to August 11, 2022, with the option for up to two additional 364-day renewal
periods. The amended credit facility agreement expressly permits the incurrence of indebtedness to finance the Scripps Networks
acquisition. Discovery also agreed to make Scripps Networks a guarantor under the agreement following the closing of the
acquisition.

The credit agreement governing the revolving credit facility contains customary representations, warranties and events of
default, as well as affirmative and negative covenants. In addition to the change in the revolver's capacity on August 11, 2017, the
financial covenants were modified to reset the maximum censolidated leverage ratio financial covenant to 5.50 to 1.00, with step-
downs to 5.00 to 1.00 and te 4.50 to 1.00, one year and two years after the closing of the Scripps Networks acquisition,
respectively. As of December 31, 2017, the Company's subsidiary, DCL, was in compliance with all covenants and there were no
events of default under the revolving credit facility.
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The following table presents a summary of the outstanding borrowings under the revolving credit facility (in millions)

For the year ended December 31,

2017 2016
Outstandingdebt CRARs g 550
.Outstanding debt denominated in foreign currency — . 207
Weighted average inferest rate- =~ -o - i 2069% 205%

The interest rate on borrowings under the revolving credit facility is variable based on DCL's then-current credit ratings for
its publicly traded debt and changes in financial index rates. For dollar-denominated borrowings, the mnterest rate is based, at the
Company's option, on either adjusted LIBOR plus a margin, or an alternate base rate plus a margin. For borrowings denominated in
foreign currencies, the interest rate is based on adjusted LIBOR, plus a margin. The cwrent marging are 1.30% and 0.30%,
respectively, per annum for adjusted LIBOR and alternate base rate borrowings. A monthly facility fee 1s charged based on the total
capacity of the facility, and interest is charged based on the amount borrowed on the facility. The curent facility fee rate 1s 0.20%
per anmum and subject to change based on DCL's then-current credit ratings. All obligations of DCL and the other borrowers under
the revolving credit facility are unsecured and are fully and unconditionally guaranteed by Discovery.

Commercial Paper

The Company's commercial paper program is supported by the revolving credit facility described above. The following table
presents a summary of the outstanding comunercial paper borrowimgs with maturities of less than 90 days (in millions).

For the year ended December 31,

2017 2016
Out%tandlngdebt ............................ g - o $ 8.

Weighted average interest rate —% 1.2%

Long-term Debt Repayment Schedule

The following table presents a summary of scheduled and estunated 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, 2017 (in millions).

2018 2019 2020 2021 2022 Thereafter
Lotig-terii debt repayiisrits im0 § =g 173110008 7898 650§ 858::°8 10,655

Scheduled payments for capital lease obligations outstanding as of December 31, 2017 are disclosed i1 Note 20.

NOTE 10. DERIVATIVE FINANCIAL INSTRUMENTS

The Company uses derivative financial instruments to modify its exposure to exogenous events and market risks from
changes in foreign currency exchange rates, interest rates and the fair value of nvestments classified as AFS securities. At the
meeption of a derivative contract, the Company designates the derivative as one of four types based on the Company's intentions
and belief as to its likely effectiveness as a hedge. These four types are: (1} a cash flow hedge, (i1) a net investment hedge, (ii1} a
fair value hedge. or (iv) an instrument with no hedging designation. The Company does 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 nutigate foreign currency risk
arising from third-party revenue and mter-company licensing agreements. The Company also designates interest rate contracts used
to hedge the pricing for certain senior notes as cash flow hedges.

During the three months ended December 31, 2016, the Company terminated and settled its outstandig mterest rate cash
flow hedges which resulted in a $40 million pretax gain. As the hedges were considered to be effective and the forecasted
transactions were considered probable of occurring, the gain remained in accumulated other comprehensive loss to be amortized as
areduction to interest expense over the term of the forecasted senior notes. The Company reclassitied $17 million of the gains
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from accumulated other comprehensive loss to other (expense) income, net, in the Company’s consolidated statement of operations,
as the forecasted transaction was considered remote following the 1ssuance of the USD Notes on September 21, 2017.

In 2016, the Company also discontinued hedge accounting for certain foreign currency forward and option cash flow hedges
with notional and fair value amounts of $125 million and $14 mullion, respectively. At that time, the occurrence of the forecasted
mtercompany transactions was no longer considered probable, but was still reasonably possible of occurring, The change n
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 {expense}
income, 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 agam considered
probable, as it was determined that no changes to the forecasted intercompany transactions would occur. Accordingly, any changes
in the fair value of these hedges subsequent to that date will remain in accumulated other comprehensive loss until earnings are
impacted by the forecasted transaction, at which time they will be reclassified to other (expense) income, net on the consolidated
statements of operations.

In 2015, the Company terminated and settled its interest rate cash flow hedges following the pricing of its 3.45% senior notes
due March 15, 2025 (the "2015 USD Notes"). The total notional value of the interest rate forward contracts at the termination date
was $490 million, which exceeded the $300 nullion prmcipal amount of the 2015 USD Notes, Of the $40 mullion 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 $11 million was reclassified into other (expense) income, net on the consolidated statements of
operations durig the year ended December 31, 2015, because the forecasted borrowing transaction was no longer probable.

Net Investment Hedges

The Company designates cross-currency swaps and foreign currency forward contracts as hedges of net investments in
foreign operations. Changes in the fair value of these instruments. including the accrual and periodic cash settlement of interest on
Cross-currency swaps, are reported in the sane manner as translation adjustments to the extent that they are effective. Changes in
the value of the mvestment due to changes m spot rates are offset by fair value changes in the effective portion of the derivative
mstruments.

On September 21, 2017, in conjunction with the Scripps Networks acquisition (see Note 3 and Note 9), DCL issued £400
mullion principal amount of 2.500% senior notes due 2024, The Sterling Notes were designated as net mvestment hedges, hedging
against fluctuations in foreign currency exchange rates on a portion of the Company's investments in foreign subsidiaries. Prior to
issuance of the Sterling Notes, the Company also entered into a series of foreign exchange contracts designated as net investment
hedges on a portion of the Company's investments in foreign subsidiaries. These foreign exchange contracts were settled on the
date of 1ssuance of the Sterling Notes and resulted in a $12 million loss, which has been reflected as a component of currency
translation adjustments on the Company's consolidated balance sheet as of December 31, 2017.

Fair Value Hedges

The Company designates derivative instruments used to mitigate the risk of changes in the fair value of its AFS securities as
fair value hedges. On November 12, 2015, the Company entered into 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 qualifies for hedge
accounting, settles in three tranches starting in 2019 and ending 1 2022.

No Hedging Designation

The Company may also enter into derivative financial instruments that de not qualify for hedge accounting and are not
designated as hedges. These instruments are intended to mitigate economic exposures due to exogenous events and changes mn
foreign currency exchange rates and interest rates

During the three months ended September 30, 2017, in conjunction with the Scripps Networks acquisition (see Note 3 and
Note 9), the Company entered into $4 billion notional amount of mterest rate contracts used to economically hedge a portion of the
pricing of the 2017 USD Notes. These interest rate contracts were settled on September 21, 2017, and did not receive hedging
designation. The Company recognized a $98 million loss in connection with these interest rate contracts, which has been reflected
as a component of other (expense) income, net on the Company's consolidated statement of operations.

Financial Statement Presentation

The Company records all unsettled derivative contracts at their gross fair values on the consolidated 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 to cash flows occurring beyond one year are classified as noncwrent.
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The following table summarizes the impact of derivative financial instruments on the Company's consolidated balance sheets
(m muillions). There were no amounts eligible to be offset under master netting agreements as of December 31, 2017 and
December 31, 2016,

December 31, 2017 December 31, 2016
Fair Value Fair Value
Prepaid Prepaid
expenses €xpenses
and Other Other and Other Other
other non- non- other non- non-
current  current  Accrued current current  current  Accrued current
Notional assets assets liabilities  liabilities  Notional assets assets liabilities  liabilities
Cash flow hedges: " i e e e st :
Foreign exchange $ 817 § 7% — % 128 — % 677 % 3 % — 3§ 18 % —
Net inivestimenthedges: @ iy 0 e e
Cross-currency
swaps 1.708 — 3 13 98 751 — 35 3 31
Foreign exchange 303 20 g i e
Fair value hedges:
Bquity R
“{Lionsgate collar) 9T o I e = 97 B e
No hedging designation:
- Interest rate swaps RS L DS
Cross-currency
swaps 64 — — — 5 64 — 1 — —
Credltcontira'ct's":': ...... 665 _ ...... _ _______ _ S _ _____ G _
Total 3 9 % 16 $ 33 3§ 105 $ 31 $§ 61 § 21 3 31

@ Excludes £400 million of sterling notes (3538 million equivalent at December 31, 2017) designated as a net investment hedge. {Note 9.)

The following table presents the pretax impact of derivatives designated as cash flow hedges on income and other
comprehensive meome (loss) (i millions).

Year Ended December 31.

2017 2016 2015
(Liosses) gaitis 're'cOgnlzedlnac'cumulatedother'c'ornp'rehenswe s
1055.__ : : S S i
Fmelgnexchange derivative ad]ustments . $ o .(.41) $ ..... (1) $ 34
Interestrate swaps'= 'derlvatlve ad]ustments A (11
(Losses) gains reclassified into income from accumulated other .
comprehensive loss (effective portion):
TForeign exchange -~ distribittiofi tevetine :hiii i i 22y (25) 23
Foreign exchange - adveltlslnglevenue (3) (2 2
Forelgnexchangecostsofrevenues--::::::::::::: A g
F01e1gn exchange - other (expense) inconie, net . 3 4
THESFSSE Fate & MISTESBRPAIISE 111 i it ey gy
Gains (losses) reclassified into ncome from acoumulated other
comprehensive loss (ineffective portion):
i Forelgnexchange other (expense) TG OITIE; Tt ) e
“Interest rate - other {expense) income, net = T 0n)
Fair value excliided from effectiveniess ‘assessment:
Foreign exchange - other (expense) mcore, net (5 —
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If current fair values of designated cash flow hedges as of December 31, 2017 remained static over the next twelve months,
the Company would reclassify $6 million of net deferred losses from accumulated other comprehensive loss mto income in the
next twelve months.

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

Year Ended December 31.

2017 2016 2015
Currency translation adjustments: e
Cross-currency swaps - changes in fair value $ (109) $ 1 8 —
Cross-Guirterioy $waps ~interest setlemients " T S 0 D
FOIelgn exchange - changes m fawr value (18) — —
Sterhng Notes - changes m foreign exchange Tates. o SR S et
Total in other comprehensive income (loss) 3 (112) $ 3 8 —

The following table presents the pretax impact of derivatives designated as fair value hedges on income, including offsetting
changes in faw value of the hedged items and amounts excluded from the assessment of effectiveness (in millions). The Company
recognized $1 million of meffectiveness on fair value hedges for the years ended December 31, 2017 and 2016.

Year Ended December 31,

2017 2016 2015
Gains (losses) on changes jn fai_r_ value of hedged AFS- . $ s =188 AT {2
(Losses) gains on changes in the intrinsic value of equity contracts (17) 16 2
Farr value' of equity contracts excluded from effectweness B :
- assessmient. . : - RN A L R : R L () R 10
Total in other (expense) income, net . N $ . . 6 . $ (7 % 10
The following table presents the pretax (losses) gains on derivatives not designated as hedges and recognized in other
(expense) income, net in the consolidated statements of operations (in millions).
Year Ended December 31,
2017 2016 2015
Interest rate swaps (98 g I S s
Ci-oss—cmTencY Swa.ps ......................... : © - -
Foreign exchange s R B (o6
Credit contracts 45) _ —
Total in other (expense) income, net S (VO5) 8y (103 6

NOTE 11. REDEEMABLE NONCONTROLLING INTERESTS

Redeemable noncontrolling interests reflected as of the balance sheet date are the greater of the noncontrolling interest
balances adjusted for comprehensive income items and distributions or the redemption values including any remeasurement
necessary at the period end foreign exchange rates (1.e., the "floor"). Adjustments to the carrymg amount of redeemable
noncontrolling interests to redemption value as a result of changes in exchange rates are reflected in currency translation
adjustments, a component of other comprehensive income (loss); however, such currency translation adjustinents to redemption
value are allocated to Discovery stockholders only. Redeemable noncontrolling interest adjustments 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 1s mneluded as an adjustment to net (loss) mecome available to Discovery stockholders m the calculation of earnings per share.
There were no current period adjustments to reflect a redemption in excess of fair value. (See Note 17.)
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The table below presents the reconciliation of changes in redeemable noncontrolling interests (in millions).

December 31,
2017 2016 2015

Begmmng balance - - : $ue 243 0§ 2418 47
Initial fair value of 1edeemﬂble noncon‘uolllng interests of ﬂcquued

businesses 137 - 60
Purchase of subsidiary shares at fair value il S —EEN(SST)
Cash distributions to redeemable noncontrolling interests (30) (22) (42
Comprehensive (loss) _income_.adjustments: B B

Net income attributable to redeemable noncontrolling interests 24 23 13

i Other comprehensive mcorie (loss) attrlbutable his] redeemable_ """"
it 1 = 23

noncoritrolling interests : ; : S e

Currency translation on redemption values — 1 (36)
Rt S s G

Adjustments to redemption value 38 — 73
Endlng balance ............................... Sl 3 o243 0% 241

Redeemable noncontrolling interests consist of the arrangements described below:

On November 30, 2017, the Company acquired from Harpo a controlling interest in OWN, increasing Discovery’s ownership
stake from 49.50% to 73.99%. Harpo has the right to require the Company to purchase its remaining non-controlling interest
during 90-day windows beginning on July 1, 2018 and every two and half years thereafter through JTanuary 1, 2026, As OWN’s put
right is outside the control of the Company. OWN’s noncontrolling interest is presented as redeemable noncontrolling interest
outside of permanent equity on the Company's consolidated balance sheet. The Company recorded $55 million for the value of the
put right for OWN. (See Note 3.)

In connection with the joint venture created between Discovery and GoldenTree on September 25, 2017, GoldenTree
acquired a put right exercisable during 30 day windows beginning in March 2021, September 2022 and March 2024 that requires
Discovery to either purchase all of GoldenTree's 32.5% interest in the joint venture at fair value or participate in an mtial public
offering for the joint venture. As the put right is cutside of the Company's control, GoldenTree's 32.5% noncontrolling interest is
presented as redeemable noncontrolling interest outside of permanent equity on the Company's consolidated balance sheet. The
Company recorded a redeemable noncontrolling interest of $32 million and an adjustment to redemption value of $38 million for
the value of the put right for VTEN. (See Note 3.)

In connection with its non-controlling interest in Discovery Family, Hasbro has the right to put the entirety of its remaining
40% non-controlling interest to the Company for one year after December 31, 2021, or in the event a Discovery performance
obligation related to Discovery Family is not met. Embedded m the redeemable noncontrolling mterest 1s also a Discovery call
right that is exercisable for one year after December 31, 2021, Upon the exercise of the put or call options, the price to be paid for
the redeemable noncontrelling interest is a function of the then current fair market value of the redeemable noncontrolling interest.
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 Hasbro's put right 1s 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. The Company recorded $210 million for the value of the put right for Discovery Family.

In connection with its non-controlling interest m Discovery Japan, Jupiter Telecommumecations Co., Ltd ("I:COM") has the
right to put all, but not less than all, of its 20% noncontrolling interest to Discovery at any time for cash. As amended, through
Tanuary 10, 2018, the redemption value is the January 10, 2013, fair value denominated in Japanese yen; thereafter, as chosen by
I:COM, the redemption value is the then-current fair value or the January 10, 2013, fair value denominated in Japanese yen. The
Company recorded $27 million for the value of the put right for Discovery Japan.

In connection with the acquisition of a controlling nterest in Eurosport France on March 31, 2015 and Eurosport
International on May 30, 2014, the Company recognized $60 million and $558 million, respectively, for TF1's 49% redeemable
noncontrolling interest in each entity. On July 22, 2015, TF1 exercised its right to put the entwety of its remaimng 49%
noncontrolling interest in both Eurosport France and Eurosport Intemational to the Company for €491 million (3551 million as of
the date redemption becane mandatory. and $54%8 million on October 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 exercise resulted in a €25 million
($28 mullion) adjustment to retamed earnings, recognized as a component of redeemable noncontrolling mterest adjustments to
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redemption value on the consolidated statements of equity for the year ended December 31, 2016. Upon acquisition of TF1's
noncontrolling interest on October 1, 2015, the Company adjusted the accumulated other comprehensive imcome balance of $61
million attributable to TF1 and allocated it to Discovery stockhelders.

NOTE 12. EQUITY
Common Stock

The Company has three series of common stock authorized, issued and outstanding as of December 31, 2017: Series A
conunon stock, Series B common stock and Series C common stock. Holders of these three series of common stock have equal
rights, powers and privileges, except as otherwise noted. Holders of Series A common stock are entitled to one vote per share and
holders of Series B conunon stock are entitled to tenn votes per share on all matters voted on by stockholders, except for directors to
be elected by holders of the Company’s Series A-1 convertible preferred stock. Holders of Series C common stock are not entitled to
any voting rights, except as required by Delaware law. Generally, holders of Series A common stock and Series B common stock and
Series A-1 convertible preferred stock vote as one class, except for certain preferential rights afforded to holders of Series A-1
convertible preferred stock.

Holders of Series A common stock. Series B common stock and Series 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 1s convertible, at the option of the holder. into one share of Series A commeon stock.
Series A and Series C common stock are not convertible.

Generally, distributions made in shares of Series A commeon stock, Series B comumon stock or Series C conunon 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 liquidation, dissolution or winding up of Discovery, after 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 holders of Series A-1 and Series C-1 convertible preferred stock will share equally m any assets available for
distribution to holders of commeon 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 purchase rights with respect to the approximately ¢ million
shares of the Company’s Series 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 will have the first right to negotiate for the purchase of the shares. If that negotiation
1s not successtul and Mr. Malone proposes to sell 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 m effect for as long as Mr. Zaslav 13 either employed as the
principal executive officer of the Company or serving on its Board of Directors.

Common Stock Repurchase Program

Under the Company's stock repurchase program, management was authorized to purchase shares of the Company's comimon
stock from time to tune 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
requirenients, and subject to stock price, business and market conditions and other factors. The Company's authorization under the
program expired on October 8, 2017.

All common stock repurchases, including prepaid commeon stock repurchase contracts, during 2017, 2016 and 2015 were made
through open market transactions. As of December 31, 2017, the Company had repurchased over the life of the program 3 million
and 164 million shares of Series A and Series C common stock, respectively, for the aggregate purchase price of $171 million and
$6.6 billion, respectively.
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The table below presents a summary of comunon stock repurchases (in millions).

Year Ended December 31,

2017 2016 201%
Series C.Common Stock: S S
Shares repurchased 143 34.8 237
Purchase Price® 10 3R] § 805 g 608

@ The purchase price for Series C conunon stock in 2016 includes repurchases made pursuant to a conunon stock 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 million shares of Series C
common stock at the then current market price equal to $75 million. See below for additional details.

Convertible Preferred Stock and Preferred Stock Modification

The Company has two series of preferred stock autherized, issued and outstanding as of December 31, 2017: Series A-1
convertible preferred stock and Series C-1 convertible preferred stock. There are 8 mullion shares authorized for Series A-1
convertible preferred stock and 6 million shares authorized for Series C-1 convertible preferred stock.

On August 7, 2017, Discovery completed the transactions contemplated by the Exchange Agreement with Advance/Newhouse.
Under the Exchange Agreement, Discovery issued a number of shares of newly designated Series A-1 and Series C-1 convertible
preferred stock {collectively, the "New Preferred Stock") to Advance/Newhouse in exchange for all outstanding shares of Discovery
Series A and Series C convertible participating preferred stock (the "Exchange"). The terms of the Exchange Agreement resulted in
Advance/Newhouse's aggregate voting and economic rights before the exchange being equal to its aggregate voting and economic
rights after the exchange. Iimmediately following the Exchange, Advance/Newhouse’s beneficial ownershup of the aggregate number
of shares of Discovery’s Series A common stock and Series C common stock into which the New Preferred Stock received by
Advance/Newhouse in the Exchange are convertible, remained unchanged. The terms of the exchange agreement also provide that
certain of the shares of Discovery Series C-1 convertible preferred stock received by Advance/Newhouse in the Exchange (including
the Discovery Series C common stock mto which such shares are convertible) are subject to transfer restrictions on the terms set forth
1 the Exchange Agreement. While subject to transfer restrictions, such shares may be pledged m certain bona fide financing
transactions, but may not be pledged in connection with hedging or similar transactions.

The following table summarizes the preferred shares 1ssued at the time of the Exchange.

Pre-Exchange Post- Exchange
Shares Held Prior to the .Converts into Common Stock Shares Issued Subsequent to the Converts into Common Stock
S Amendment i R S : i Amendment: L - L
Common A 70,673,242  Series A-1 7,852,582 Common A 70,673,242
" Preferred Stock
Series A 70,673,242 :
Preferred Stock Common C 70,673,242  Series C-1 3,649,573 CommoenC 70,673,242
Preferred Stock
Series C 24874370 CommonC 49,748,740 Series C-1 2,569,020 Common C 49,748,740
Preferred Stock Preferred Stock

Prior to the Exchange the Series A preferred stock had a carrymg value of $108 mullion as a class of securities and each share of
Series A preferred stock was convertible into one share of Series A common stock and one share of Series C common stock (referred
to as the “embedded Series C common stock™). Through its ownership of the Series A convertible preferred stock, Advance/
Newhouse had the right to elect three directors (the “preferred directors”) and maintamed special voting rights on certain matters,
including but not limited to blocking rights for material acquisitions, the issuance of debt securities and the issuance of ecuity
securities (collectively, the “preferred rights™). Additionally, Advance/Newhouse was subject to certain transfer restrictions with
respect to its governance rights. Prior to the Exchange, the Series C convertible preferred stock was considered the economic
equivalent of Series C common stock.

Following the Exchange, shares of Series A-1 preferred stock and Series C-1 preferred stock are convertible into Series A
common stock and Series C common stock, respectively. The aforementioned preferred rights and transfer restrictions are retained as
features of the Series A-1 convertible preferred stock, and holder of Series A-1 convertible preferred stock are now subject to a right
of first offer in favor of Discovery should Advance/Newhouse desire to sell 80% or more of such shares in a “Permitted Transfer” (as
defined 1 the Discovery chaiter). Following the Exchange, Series C-1 convertible preferred stock 15 considered the economic
equivalent of Series C commeon stock and is subject to certain transfer restrictions.

115

01.11.2020 kI 02:57 Brgnngysundregistrene Side 149 av 196



= Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 914493420

DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Discovery considers the Exchange of the Series A convertible preferred stock for Series A-1 convertible preferred stock and
Series C-1 convertible preferred stock to be a modification to the conversion option of the Series A convertible preferred stock.
Previously, conversion of Series A preferred stock required simultaneous conversion mnto Series A commeon stock and Series C
comumnon stock. The Exchange. however. allows for the independent conversion of the Series C-1 convertible preferred stock into
Series C common stock without the conversion of Series A-1 convertible preferred stock. Advance/Newhouse’s aggregate voting,
economic and preferred rights before the Exchange are equal to its aggregate voting, economic and preferred rights after the
Exchange.

Discovery valued the securities imnediately prior to and immediately after the Exchange and determined that the Exchange
mcreased the fau value of Advance/Newhouse’s preferred stock by $35 million from $3.340 billion to $3.375 billion, or 1.05%,
which was not considered significant in the context of the total value of the Company's preferred stock. On the basis of the qualitative
and quantitative factors noted above. Discovery does not believe the Exchange 1s considered significant and does not reflect an
extinguishment of the previously issued preferred stock for accounting purposes. Accordingly, Discovery has accounted for the
exchange of the previously 1ssued preferred stock as a modification, which i1s measured as the increase n fair value of the preferred
stock held by Advance/Newhouse, or $35 million.

In comection with the Exchange Agreement, Advance/Newhouse also entered into the Advance/Newhouse Voting Agreement
The Advance/Newhouse Voting Agreement requires that Advance/Newhouse vote 1ts shares of Discovery Series A-1 convertible
preferred stock to approve the issuance of shares of Series C common stock in conmection with the Scripps Networks acquisition as
contemplated by the Merger Agreement. As the $35 million of incremental value was transferred to Advance/Newhouse in exchange
for consent with respect to the Scripps Networks acquisition, the Company determined that the incremental amount should be
expensed as acquisition transaction costs, which are reported as a component of selling, general and adiminmistrative expense.

As of December 31, 2017, all outstanding shares of Series A-1 and Series C-1 convertible preferred stock are held by Advance/
Newhouse. Consistent with the terms of the arrangement prior to the Exchange, holders of Series A-1 and Series C-1 convertible
preferred stock have equal rights, powers and privileges, except as otherwise noted. Except for the election of common stock
directors, the holders of Series A-1 convertible preferved 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-1 convertible preferred stock are entitled to vote on matters to which
holders of Series C comunon stock are entitled to vote pursuant to Delaware law. Series A-1 convertible preferred stockholders vote
on an as converted to common stock basis together with the Series A and Series B common stockholders as a single class on all
matters except the election of directors.

Additionally, through its ownership of the Series A-1 convertible preferred stock. Advance/Newhouse has special voting rights
on certain matters and the right to elect three directors. Holders of the Company’s common stock are not entitled to 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-1 convertible preferred stock 1ssued to Advance/Newhouse mn
connection with the formation of Discovery plus any Series A-1 convertible preferred stock released from escrow, as may be adjusted
for certain capital transactions.

Subject to the prior preferences and other rights of any senior stock, holders of Series A-1 and Series C-1 convertible preferred
stock will participate equally with common stockholders on an as converted to common stock basis in any cash dividends declared by
the Board of Directors.

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 semior to Series A-1 and Series C-1 convertible preferred stock, the
holders of Series A-1 and Series C-1 convertible preferred stock will receive, before any payment or distribution 1s 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 of all amounts owing to the holders of securities ranking senior to Discovery’s common stock,
holders of Series A-1 and Series C-1 convertible preferred stock will share equally on an as converted to common stock basis with
the holders of common stock with respect to any assets remaming for distribution to such holders.

Preferred Stock Conversion and Repurchases

Series C convertible preferred stock held by Advance/Newhouse was, and the Series C-1 preferred stock held by Advance/
Newhouse 1s, convertible, at the option of the holder, into shares of Series C common stock. Prior to the Exchange, the Company had
an agreement with Advance/Newhouse to repurchase, on a quarterly basis, a number of shares of Series C convertible preferred stock
convertible into Series C common stock based on 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 1s caleulated as 99% of the
average price paid 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 common
stock repurchase program. The repurchase transactions are recorded as a decrease in par value of preferred stock and retained
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earmings upon settlement as there 1s no remaining APIC for this class of stock and the shares are retired upon repurchase. The
Advance/Newhouse repurchase agreement was amended on August 7, 2017 to conform the terms of the previous agreement, as
detailed above, to the conversion ratio of the newly issued Series C-1 convertible preferred stock.

The preferred stock repurchase made during the third quarter of 2017 occwred after the Exchange and, as such, was a
repurchase of the newly 1ssued Series C-1 convertible preferred stock. The total price paid for the repurchase of $102 million was the
planned amount subject to repurchase under the previous repurchase agreement with Advance/Newhouse, as determined and
disclosed in the previous quarter. The mumber of shares repurchased reflect the post-exchange repurchase of Series C-1 convertible
preferred stock and therefore differs from the previously disclosed planned repurchase of Series C convertible preferred shares. There
were no additional repurchases of Series C-1 convertible preferred stock during the fourth quarter of 2017.

The table below presents a summary of Series C and Series C-1 convertible preferred stock repurchases made under the
repurchase agreement (1n millions).

Year Ended December 31,

2017 2016
Series C Convertible Preferred Stock: R ISR
Shares repurchas ed 23 9.1
Purchase price S8 120§ 479
Series C-1 Convertible Preferred Stock:
Shares repurchased. SE 0.2 —
Purchase price . $ 102 % —

There are no planned repurchases of Series C-1 convertible preferred stock for the first quarter of 2018 as there were no
repurchases of Series A or Series C common stock during the fourth quarter of 2017,

Stock Repurchases

As of December 31, 2017, total shares repurchased, on a split-adjusted and as-converted basis, under these programs were 33%
of the Company's common outstanding shares on a fully-diluted basis since the repurchase programs were authorized, including
offsetting adjustments for the issuance of equity for share-based compensation. Total shares repurchased excluding the impact of
stock compensation, on a split-adjusted and as-converted basis, under these programs represent 38% of the Company's outstanding
shares from the time the repurchase programs were authorized.

Common Stock Repurchase Contract

OnMarch 15, 2017, the Company settled a December 15, 2016 common stock repurchase contract through the receipt of $58
million of cash. The Company had prepaid $57 million for the common stock repurchase contract i1 2016 with the option to settle the
contract in cash or Series C common stock in March 2017. The Company elected to receive a cash settlement mclusive of a $1
million premium, which is reflected as an adjustment to APIC

On December 2, 2016, the Company settled an August 22, 2016 commmoen stock repurchase contract with a net notional value of
$71 million whose strike price of $25 .86 was below the Series C commeon stock price at expiry. The Company elected to settle the
contract through receipt of 2.8 million shares of Series C common stock at the then current market price equal to $75 nullion. The
receipt of shares 1s reflected as a camponent of treasury stock and reclassified from additional paid-m capital at the prepaid cost
of $71 million.
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Other Comprehensive Income (Loss)

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

Year Ended December 31, 2017 Year Ended December 31, 2016 Year Ended December 31, 2015
Tax Tax Tax
Benefit Net-ol- Benefit Net-of- Benefit Net-ol-
Pretax (Expense) tax Pretax (Expense} tax Pretax {Expense) tax
Currency translation . ; : - : : ot
“adjustments:
Unrealized gains (losses)
Foreign currenicy 775030280 - § 38028308 (234)°%: 415008 (193) 8 _(2_49) $ 19:-8 (230)
Net investment hedges (112) — (112) 3 (1) 2 — — —
-Reclassifications:. g :
Loss (gain) on
disposition 12 — 12 — — — 23 — 23
Gtk (Sipetisay S : i
Cincome, net e e e T e e e
Total currency translation

adjustments 180 3 183 (231) 40 (191) (220) 19 (201)

AFS. adjustments:
Unialized gais (losses) ™36 (6 0 Y e sy Gy e )
Reclassifications to

other (expense)
incomie, net:

Other-than-temporary- -

impairment AFS E o s _ L Sl i :
SBBOUTTHES (o L e e e e 62__1: L {10y i 52 S s et
Hedged portion of AFS
securities (18) 3 (13) 17 (3) 14 2 — 2
Total AFS adjustments : 18- (3 A5 AsT (7 38 (31) 6l (25)

Derivative adjustmients: s

Unrealized (losses) gains ~ (41) 15 (26) 39 (14 B 3 (R 15
‘Reclassificatiors o L T FeeEeetEoeee T
Disﬁ'ibﬁtion 1‘eve1.1ue . 22 (8) 14 o Zﬁ .(7) 18 (23) g (15)
BRI U yatil o8 o VI R R 0 Rt et SOty R s SR s R ) TS USRS ()
Costs of.rev.enues - — (27) .7 (20) 9) 3 (6)
Interest expenise S ] g Y g ([
Other (expernse) o - . - .
income, net a7 6 (11) 4 1 3 7 2 5
Total ‘derivative * P N N L L iy
adjustments SB2Y il 2 R0 L R L (A R ) A ()
Other c.omprehe.ﬁsive
income (loss) $ 166 $ 12 $ 178 $ (148) % 19 $ (129 $ (252) $ 25§ (227)
118

01.11.2020 kI 02:57 Brgnngysundregistrene Side 152 av 196



Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 914493420

DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCTAL STATEMENTS

Accumulated Other Comprehensive Loss

The table below presents the changes in the components of accumulated other comprehensive loss, net of taxes (in millions).

Accumulated
Currency Other
Translation Derivative Comprehensive
Adjustments AFS Adjustments Loss
December 315 2014 i i 08 (367):% (2):%: 100§ (368)
Other COLIPT chensive (loss) mcome
before reclassifications (230) (27) 15 (242)
--Reclassifications from accumulated
other comprehenswe loss to net i e S i
CIncoTe S s 29 R (16) 15
Other compIehenswe loss (201) 25 (1) (227)
“Pirchase ofredeemable noncontrolllng EEEER Y i i S
Cinferest - . o e
Other comp1 rehensive loss attributable to
redeemable noncontrolling interests 23 — — 23
December 31,2015 : (606): @7y i Eat R (633)
Other comprehensive (loss) mcome
before reclassifications (191) (28) 25 (194)
- Reclassifications from accumulated : =
“other comprehenswe loss to met oo o L T
. 1ncome R R R e S e 66 e (L) S
Other compr ehemwe (loss) mnconie (191) 38 24 (129)
December 31,2016 : . (797) 11:: 24 (762)
Other comprehensive income (loss)
before reclassifications 171
‘Reclassifications from aceiimiilated s s
“othier comprehensive lossito et loss ==L )
Other comprehensive income (loss) 183

“QOther .comprehensive income
attriblitable to redeemable T L T R
“nongontrolling ‘mterests S R T (D)

December 31, 2017 $ (ol5) % 26 3 4 % (585)

NOTE 13. SHARE-BASED COMPENSATION

The Company has various incentive plans under which stock options, R3Us, PRSUs and SARs have been issued. As of
December 31, 2017, the Company has reserved a total of 117 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. Upon exercise of stock options and stock-settled SARs or vesting of PRSUs and RSUs, the
Company 1ssues new shares from its existing authorized but umssued shares. There were 97 mullion shares of common stock in
reserves that were available for future grant under the incentive plans as of December 31, 2017
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Shared-Based Compensation Expense

The table below presents the components of share-based compensation expense (in millions).

Year Ended December 31,

2017 2016 2012
RSUs e 2308 A708 17
Stock options 12 13 17
PRSUS - 6 34 16
SARs (3) 4 (14
ESPFP : lr s ]
Unit awards — — 2
Total share-based compensation expeise Forinn 39 : 69:-% : 35
Tax benefit recognized . $ 9 % 25 % 13

Compensation expense for all awards was recorded in selling, general and administrative expense on the consolidated
statements of operations. Liability-classified equity-based compensation awards include certain SARS and PRSUs. The
Company recorded total liabilities for cash-settled and other liability-classified equity-based compensation awards of $47
million and $83 million as of December 31, 2017 and 2016, respectively. The current portion of the liability for cash-settled
awards was $12 million and $31 million as of December 31, 2017 and 2016, respectively.

Share-Based Award Activity
RSUs

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

Weighted-
Average
Weighted- Remaining
Average Contractual Aggregate
Grant Term Fair
RSUs Price {vears} Value
Outs_tan_d_ing ds ofDe_:cemb_er 3172016 ey 268 3003
Granted 16 § 2881
Converted : ©4):8 3591 3 12
Forfeited 04 % 29.61
Outstanding s of Decemnber 31; 2017 s 3408 2878 26§ 77
Vested and expected to vest as of December 31, 2017 34 % 2878 26 % 77

RSUs represent the contingent right to receive shares of the Company's Series A and C common stock, substantially all of
which vest ratably each year over periods of one to four years based on continuous service. As of December 31, 2017, there was
$61 million of unrecognized compensation cost related to RSUs, which is expected to be recognized over a weighted-average
period of 2.7 years.
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Stock Options

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

‘Weighted-
Average
Weighted- Remaining
Average Contractual Aggregate
Exercise Term Intrinsic
Stock Options Price (vears} Value
Outstanding -as of December 31, 2016 .o o] 370§ 26,05
Granted 26 % 28.74
Exercised R KT 3 26;
Forfeited (1.5) % 33.46
Outstanding -as-of Decemnber. 31, 2017, 00 000y s 1238 2746 3.5 14
Vested and expected to vest as of December 31, 2017 123 % 27.46 3.5 14
Exercisable as'of December 31, 2017 - 6.7 0§ 2620 QA 14

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 comumnon stock on the date 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 $42 million, $46 million and $16 million during 2017, 2016 and
2015, respectively. As of December 31, 2017, there was $32 million of unrecognized compensation cost, net of actual
forfeitures, related to stock options, which 1s expected to be recognized over a weighted-average period of 2.0 years.

The fair value of stock options is estimated using the Black-Scholes option-pricing model. The weighted-average
agsumptions used to determine the fair value of stock options as of the date of grant durmg 2017, 2016 and 2015 were as

follows.
Year Ended December 31,
2017 2016 2015
RISKTEE IS ERT rate i i o BT 1:26% " 1.54%
Expected term (years) 5.0 5.0 5.0
Expected volatility o 27:52%" 28.74% 26.78%
Dividend vield — . — —

The weighted-average grant date fair value of options granted during 2017, 2016 and 2015 was $7.99, $7.09 and $8.44,
respectively, per option. The total intrinsic value of options exercised during 2017, 2016 and 2015 was $26 million, $42 million

and $28 million, respectively.

FPRSUs

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

Weighted-
Average
Weighted- Remaining
Average Contractual Aggregate
Grant Term Fair
PRSUs Price {years} Value
Ol_l‘gstan(_iing as of December 31,2016 - 450803444
Granted 07 $ 29.50
Comverted S (LTI 3462 -3 49:
Forfeited — 3 —
Outstanding as of December 31; 201 7. i i 3.5 8 inn 3341 i 0.9 =76
Vested and expected to vest as of December 31, 2017 35§ 33.41 0.9 76
Conveitible s of December 31,2017 1.5% 4042 — 33
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The Company has granted PRSUs to certain senior level executives. PRSUSs represent the contingent right to receive
shares of the Company’s Sertes A and C common stock, substantially all of which vest over three to four years based on
contimuous service and whether the Company achieves certain operating performance targets. The performance targets for
substantially all PRSUs are cumulative 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 period. 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 result
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 PR3Us the Company’s Compensation Committee has discretion in determining the final amount of
units 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 m the event the Company pays a cash dividend until such PRSUs are converted mnto shares of
the Company’s common stock.

The Company records compensation expense for PRSUs ratably over the graded vesting service period once 1t 1s probable
that the performance targets will be achieved. In any period in which the Company determines that achievement of the
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 recorded 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 of the Company’s Series A or C
common stock on the grant date. For PRSUs for which the Company’s Compensation Commntittee has discretion in determining
the final amount of units that vest or m situations where the executive 1s able to withhold taxes m excess of the mimmum
statutory requirement, compensation cost is remeasured at each reporting date based on the closing price of the Company’s
Series A or Series C common stock.

As of December 31, 2017, urwecognized compensation cost, net of forfeitures, related to PRSUs was $21 muillion, which 1s
expected to be recognized over a weighted-average period of 1.6 years based on the Company’s current assessment of the
PRSUs that will vest, which may differ from actual results.

SARs

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

Weighted-
Average
Weighted- Remaining
Average Contractual Aggregate
Grant Term Intrinsic
SARs Price (years) Value
Outstanding as of December 31;:2016:" 868 3529
Granted 30 % 2739
Settled - : (0.6) 825727 3 1
Forfeited (33 % 38.60
Outstanding as of December 31,:2017 i e S O e O
Vested and expected to vest as of December 31, 2017 77 % 31.58 10 % —

SAR award grants include cash-settled 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 Series A or Series C common stock exceeds the base price
established on the grant date. Cash-settled 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 in accordance with the award agreement terms.

The fair value of outstanding SARs 1s estimated using the Black-Scholes option-pricing model. The weighted-average
assumptions used to determine the fair value of outstanding SARs were as follows.
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Year Ended December 31,

2017 2016 2015
Risk-free interest rate : Ae7A 0,98% 0.83%
Ef{pected term (yearé). 1.0 09 09
BExpected velatility - s conn 313729 46% i 31:59%

Dividend yield — —_ _

As of December 31, 2017 and 2016, the weighted-average fair value of SARs outstanding was 31.01 and $1.79 per award.
The Company made cash payments of $1 million, $5 million and $11 million to settle exercised SARs during 2017, 2016 and
2015, respectively. As of December 31, 2017, there was $4 million of unrecognized compensation cost, net of actual forfeitures,
related to SARs, which 1s expected to be recognized over a weighted-average period of 0.9 years.

Emplovee Stock Purchase Plan

The ESPP enables eligible employees to purchase shares of the Company’s common stock through payroll deductions or
other permitted means. Unless otherwise determined by the Company’s Compensation Committee, the purchase price for shares
offered under the ESPP is 85% of the closing price of the Company’s Series A common 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 ESPP. During the vears ended December 31, 2017, 2016 and 2015 the
Company issued 179 thousand, 191 thousand and 208 thousand shares under the ESPP, respectively, and received cash totaling
$4 million. $4 million and $5 million, respectively.

Unit Awards

Unit awards represented the contingent right to receive a cash payment for the amount by which the vesting price
exceeded the grant price. Because unit awards were cash-settled, the Company remeasured the fair value and compensation
expense of outstanding umt awards each reporting date until settlement. During the year ended December 31, 2015, the
Company made cash payments of $14 million to settle all 1.2 million remaining unit awards, which had a weighted-average
grant price of $20.59.

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 $30 million, $29 million and $36 million during
2017, 2016 and 2015, respectively. The Company's contributions were recorded in selling, general and administrative expense in
the consclidated statements of operations.

The Company’s savings plans include a deferred compensation plan through which members of the Company’s executive
team 11 the U.S. may elect to defer up to 50% of their eligible compensation. The amounts deferred are mvested 1n 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 i 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 1s meluded i acerued liabilities i the consolidated balance sheets. The
values of the investments and deferred compensation obligation are recorded at fair value. Changes in the fair value of the
investments are offset by changes in the fair value of the deferred compensation obligation. (See Note 5.)
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NOTE 15. RESTRUCTURING AND OTHER CHARGES

Restructuring and other charges, by reportable segment were as follows (in millions).

Year Ended December 31,

2017 2016 2015
ULSHNGtWTks g 188 15 8 33
Tnternational Networks . 42 26 . 14
Education and Other : 3 3 2
Co1po1'éte . 12 14
T(_)ta_l restmct_u.ring and other charges’ B R S8 50

Year Ended December 31,

2017 2016 2015
Re'stirlict'uﬁljg:cha_r'gés' S $ S B8 BRI 29
Other charges 7 3 21
Total restructuring and other.charges -0 B S TS g SR 50

Restructuring charges include management changes and cost reduction efforts, including employee terminations, intended
to enable the Conpany to more efficiently operate in a leaner and more directed cost structure and invest in growth initiatives,
mcluding digital services and content creation. Other charges during 2015 result from content impainnents prunarily at the
Company's U.S. Networks segment due to the cancellation of certain series as a result of legal circumstances pertaining to the
associated talent. (See Note 6.)

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

Employee
Contract Relocations/
Terminations Terminations Total
Decernber 31,2014 5 T8 R 9
Net accruals 3 26 29
Cashpaid S (20) o (25)
December 31, 2015 2 21 23
Net accruals T P T PR TP PR TR PP TSP 3 52 55
Cash paid (2) (37) (39)
December 31,2016 s 30 360 39.
Net accruals 3 65 68
Cashpald ..................................................................................... (5) . N :: .: .: .: .: .: (59) B (64)
December 31, 2017 3 1 % 42 3 43

NOTE 16. INCOME TAXES

The domestic and foreign components of income before income taxes were as follows (in millions).

Year Ended December 31,

2017 2016 2015
Daommiestic - oo i B T L G 3 1,281
Foreign {952) 257 278
Incotne before inco_me taxes : S (1837 g 1,671 010559
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The components of the provision for income taxes were as follows (in millions).

Year Ended December 31,

2017 2016 2015
CUTTOIIE : :
Federal $ 177§ 384 § 306
State atid local Jinininninini i i e 45 ; (36) ; 57
Foreign 153 152 146
e e e, e )
Deferred:
L deal o (124 o 45 59
State and local . (7 — 19}
- Foreign | 69 12 . “n
(199) 7 2
Income taxes B R 176§ 453§ 511

On December 22, 2017, new federal tax reforn legislation was enacted in the United States, resulting in significant changes
from previous tax law. The TCJA revised the U.S. corporate income tax by among other things. lowering the statutory corporate
tax rate from 35% to 21% and reinstating bonus depreciation that will allow for full expensing of qualified property, for property
placed 1n service before 2023, including qualified film. The TCIA also elunmated or significantly amended certain deductions
(interest, domestic production activities deduction and executive compensation). The TCJA fundamentally changed taxation of
multinational entities by moving from a system of worldwide taxation with deferral to a hybrid territorial system, featuring a
participation exemption regime with current taxation of certain foreign income. Included in the mnternational provisions was the
enactment of a mmimum tax on low-taxed foreign earnings, and new measures to deter base erosion and promote U.S, production.
In addition, the TCTA imposed a mandatory repatriation toll tax on unremitted foreign earnings. Notwithstanding the U.S. taxation
of these amounts. we intend to continue to invest most or all of these earnings. as well as our capital in these subsidiaries,
indefinitely outside of the U.S. and do not expect to incur any significant, additional taxes related to such amounts

To the extent that a company’s accounting for certain income tax effects of the TCITA 1s incomplete but it 1s able to detenmine a
reasonable estimate, it must record a provisional estimate in the financial statements and the TCJA provides a measurement period
that should not extend beyond one year from the TCJA enactment date. If a company camnot determine a provisional estimate to be
wcluded m the financial statements, i1t should continue to apply the tax laws that were in effect ummediately before the enactment
of the TCJA. Although not effective until January 1, 2018, the Company has calculated its best estimate of the TCJA impact in its
year end income tax provision and as a result has recorded $44 million as an income tax benefit. Our federal income tax expense
for periods beginning in 2018 will be based on the new rate. The mandatory repatriation toll charge resulted in a tax expense which
was mostly offset by available foreign tax credits. We have recorded provisional amounts for several of the impacts of the new tax
law including: the deemed repatriation tax on post-1986 accumulated earnings and profits, the deferred tax rate change effect of the
new law, gross foreign tax credit carryforwards and related valuation allowances to offset foreign tax credit carryforwards. Certain
items or estimates that result in impacts of the TCJA being provisional include: detailed foreign earnings calculations for the most
recent period, projected foreign cash balances for certain foreign subsidiaries and finalized computations of foreign tax credit
availability. In addition, our 2017 US federal imncome tax return will not be finalized until later in 2018, and while historically this
process has resulted in offsetting changes in estimates in cwrent and deferred taxes for items which are timing related, the
reduction of the US tax rate will result in adjustments to our income tax provision when recorded. Finally, we consider it likely that
further technical guidance regarding certain of the new provisions included in the TCTA, as well as clarity regarding state income
tax conformity to current federal tax code, may be issued. We have reported provisional amounts for the income tax effects of the
TCIA for which the accounting 1s incomplete but a reasonable estunate could be determmed. Based on a continued analysis of the
estimates and further guidance and interpretations on the application of the law, additional revisions may occur throughout the
allowable measurement period
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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,

2017 2016 2015
U8 federal statutory meome tax rate s R 35 % s BN 35 U
State and iocal income ta)I(es, net of fedél‘él tax i)élléfit ...... (18)% (2)% o 2 %
Effect of foreigri operations .7 "7 70 n T L : S ()%~ 1:%
Domestic production activity deductions 39 % (4)% (3)%
Chiange in uncertain tax positions (443% % 13%
Preferred stock medification (9)% — % — %
Gosdwill TbpatFilert (B34 i g iy
Renewable ene.rgy.investments tax credits 142 % (1)% — %
Impact of Tax Reform Act et e T % — %
Ot et L S e (1).%
Effective income tax rate iy (128)% " - 27 Y IR0

Income tax expense was $176 million and $453 million and our effective tax rate was (128)% and 27% for 2017 and 2016,
respectively. During 2017, the decrease in the effective tax rate was primarily attributable to the inpact of a goodwill impairment
charge that 1s non-deductible for tax purposes. Thereafter, the decrease in the effective tax rate was primarily due to investment tax
credits that we receive related to our renewable energy investments, and to a lesser extent, the domestic production activity
deduction benefit, the allocation and taxation of income among multiple foreign and domestic jurisdictions, and the impact of the
TCIA. The benefits were partially offset by an increase m reserves for uncertain tax positions i 2017, In 2016, we favorably
resolved multi-year state tax positions that resulted in a reduction of reserves related to uncertain tax positions that did not recur in
2017.

Components of deferred income tax assets and liabilities were as follows (in millions).

December 31,

2017 2016
De’fe'rr'ec_i inc_o'm'e BARC BSOS 1 SRR
Accounts receivable 3 5 8 2
U Ta attbiite carty-forward s S 67
Accrued liabilities and other 190 . 174
Total deferred mcome tax assets 346 243
Taluation allowance (105) (25)
©7 Net deferred ingome tax assets | 77T e AT 218
Deferred income tax liabilities: . .
Ihtangible assets : (315) - (384)
Content rights (82 (166)
‘Equity method investments R (68) {76)
Notes receivable (3 (€]
O (08) (32)
Total deferred income tax liabilities (496) (665)
Net deferred mcoitie X liabilities i o (255) 5§ (447)
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The Company’s net deferred income tax assets and liabilities were reported on the consolidated balance sheets as follows (in
millions).

December 31,

2017 2016
Noncurrent deferred income tax assets (mncluded within other noncurrent - :
sssets) et e C§ e 648 20
Deferred income tax liabilities (classified on the balance sheet) (319 (467)
(44T
State Foreign
Loss carry-forwards oo s s O L7628 0015109
Deferred tax asset related to loss carry-forwards 12 61
Valuation allowance against loss carry-forwaids s () s (1)
Earliest expil‘a.tion date of loss can‘y—fmwﬁds 2018 2018

A reconciliation of the begmning and ending amounts of unrecognized tax benefits (without related mterest and penalty
amounts) is as follows (in millions).

Year Ended December 31,

2017 2016 2015
Beginming balanss S 78, B8 176.
Additions based on tax positions related to the current year 27 13 30
Additions for tax positions of prior years : : ST 19 17
Additions for tax positions acqﬁired in business combinations - — 3
Reductions for tax positions of prior years o e (60) e (2]
Settlements . (8) (16) (16)
Reductionis due to lapse of statites of litnitations : (63 .. (13)
Changes due to foreign cuirency exchange rates 2 3 (3)
Ending balance R 189 i 1178 173

The balances as of December 31, 2017, 2016 and 2015 included $189 million, $117 million and $173 million, respectively, of
unrecognized tax benefits that, if recognized, would reduce the Company’s income tax expense and effective tax rate after giving
effect to interest deductions and offsetting benefits from other tax jurisdictions. For the year ended December 31, 2017, 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 result of multiple audit resolutions and lapse of statutes of limitations

The Company and its subsidiaries file income tax retuns in the 1.3, and various state and foreign jurisdictions. The Internal
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 1s currently under audit by the Internal Revenue Service for its 2012 to 2014 consolidated federal
meome tax returns. It 1s 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 cannot currently be determined. With few exceptions, the
Company is no longer subject to audit by any jurisdiction for years prior to 2006. Adjustinents that arose from the completion of
audits for certain tax years have been included in the change in uncertain tax positions in the table above.

Tt 1s reasonably possible that the total amount of wwecognized tax benefits related to certain of the Company's uncertain tax
positions could decrease by as much as $53 million within the next twelve months as a result of ongoing audits, lapses of statutes
of limitations or regulatory developments.

As of December 31, 2017, 2016 and 2015, the Company had accrued approximately $21 million, $11 million and $20 million,
respectively, of total interest and penalties payable related to unrecognized tax benefits. The Company recognizes interest and
penalties related to urecognized tax benefits as a component of mcome tax expense.
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NOTE 17. EARNINGS PER SHARE

In calculating earnings 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 (loss) income. The
Company's Series A, B and C common stock and the Series C-1 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 on an as converted basis with respect
to (loss) income available to Discovery Communications, Inc.

Pursuant to the Exchange Agreement with Advance/Newhouse, Discovery 1ssued newly designated shares of Series A-1 and
Series C-1 preferred stock 11 exchange for all outstanding shares of Discovery's Series A and Series C convertible participating
preferred stock (see Note 12). The Exchange 1s treated as a reverse stock split and the Company has recast historical basic and
diluted earnings per share available to Series C-1 preferred stockholders (previously Series C preferred stockholders). Prior to the
Exchange Agreement, Series C convertible preferred stock was convertible into Series C common stock at a conversion rate of 2.0
shares of Series C conunon stock for each shares of Series C convertible preferred stock. Following the Exchange. the Series C-1
preferred stock may be converted mnte Series C common stock at a conversion rate of 19.3648 shares of Series C common stock for
each share of Series C-1 preferred stock. As such, the Company has retrospectively restated basic and diluted earnings per share
information for Discovery's Series C-1 preferred stock for the years ended December 31, 2016 and December 31, 2015. The
Exchange did not impact historical basic and diluted earnings per share attributable to the Company's Series A, B and C common
stockholders.

The table below sets forth the computation for {loss) income available to Discovery Commumnications, Inc. stockholders (in
millions).

Year Ended December 31,
2017 2016 2015

Numerator:

Net (loss) ncome $ (313) 31,218 $1,04R

Liess: : : :
Alloca‘don of undlstubuted income to Series A-l conver t1b1e p1efe11ed atock 41 (139) (113)
‘Net ircome attributable to hericerﬂrellihg Titferests o e ) 1
Net mncome attr 1butable to redeemable noncontrolling interests 24 (23) (13)
Net (loss) nicome available to Discovery Cottiiniinications, IHer Series A Band €
~common and Series C-1 conver‘uble preferred stockholders for basm net 1ncome per el e
" share 8 (296) 081,055 008921

and C corhron stockholders and Serles C-1 convertlble preferred stockholders Tor, ';
-~ basic net {1oss) income per share: : : i

Series A, B and C common stockholde1s . . . o . o (”75.)

Series C-1- convertible preferred stockholders (71 266 235
Total o (296) 1.055 971
Add '. B P PP PP _. _. B P PP P o Y

Allocation of undistributed income to Series A-1 convertible preferred stockholders (41) 139 113

Net (loss) meome available to Discovery Communications; Ine. Serles A B and C: :
G $(337):9°1.194 $1034

: common stockholders for. diluted et (loss) income per “share

Net (loss) income available to Discovery Communications, Inc. Series C-1 convertible preferred stockholders for diluted net
(loss) income per share is included in net (loss) income available to Discovery Communications, Inc. Series A, B and C common
stockholders for diluted net (loss) income per share. For the year ended December 31, 2017 net loss available to Discovery
Communications, Inc. Series C-1 convertible preferred stockholders for diluted loss per share was $71 million. For the years ended
December 31, 2016 and December 31, 2015 net income available to Discovery Communucations, Ine. Series C-1 convertible
preferred stockholders for diluted earnings per share was $265 million and $234 million, respectively.
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The table below sets forth the weighted average number of shares outstanding utilized in determining the denominator for
basic and diluted (loss) earnings per share (in millions).

Year Ended December 31,

2017 2016 2015
Denoitimator -~ weighted average: SRR SRR SRR SRR SRR SRR SRR SRR S SR G
Series A. B and C comunon shares outstanding — basic 384 . 401 . 432
Impact of assumed preferred stock conversion c1920 206 219
Dilutive effect of share-based awards . . . . . . . . — . 3 5
Beries A, B and-C common shares outstanding. — diluted. LST6 610 636
Series C:1-convertible preferred stock cutstaniding -~ basic and diluted e et SR

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 would occur if common stock equivalents, including convertible
preferred stock and share-based awards, were converted into common stock or exercised, calculated using the treasury stock
method. Series A, B and C diluted common stock mcludes the impact of the conversion of Series A-1 preferred stock, the impact of
the conversion of Series C-1 preferred stock, and the impact of share-based compensation to the extent it is not anti-dilutive. For
2017, the weighted average munber of shares outstanding for the computation of diluted loss per share does not mclude 2 million
of share-based awards, as the effects of these potentially outstanding shares would have been anti-dilutive. Prior to the Exchange.
Series C convertible preferred stock was convertible mto Series C common stock at a conversion rate of 2.0 shares of Series C
commen stock for each share of Series C convertible preferred stock. Following the exchange, the Series C-1 preferred stock may
be converted into Series C common stock at a conversion rate of 19.3648 shares of Series C commeon stock for each shares of
Series C-1 preferred stock.

The table below sets forth the Company's calculated (loss) earnings per share.

Year Ended December 31,

2017 2016 2015
Basic niet (1oss) iticoiie per shiare dvailable to Discovery Cominiiiications; Iing. R D
--Series A; B and C-common and Séties C-1 -¢ofivertible préferred stockholders: 7o on i :
Series A, B and C common stockhelders . o $ (0.59) % .1 97 $ 1.59
. Series C-1-convertible preferred stockhiolders -8 (11:33) 8. 3807 5.30.74

“Series A, B-and ¢ vomnmon and Series €-1 convertible prefeired stockholders: L e
Series A, B and C common stockholders $ (059 % 196 $ 1.58
. Series C-1. convertible preferred stockholders. $(11.33)§$.37.88..:5 30.54

(Loss) earnings per share amounts may not recalculate due to rounding. The computation of the diluted (loss) earmungs per
share of Series A, B and C common stockholders assumes the conversion of Series A-1 and C-1 convertible preferred stock, while
the diluted eamings per share amounts of Series C-1 convertible preferred stock does not assume conversion of those shares.

The table below presents the details of the anticipated stock repurchases and share-based awards and that were excluded from
the calculation of diluted (loss) earnings per share (in millions).

Year Ended December 31,

2017 2016 2015
AritiZdilitive shisre based awards A 8 6
PRSUs whose performance fm‘gets have not yet been achieved 2 4 o3
Anti-dilutive common stock repurchase contracts. - L 2 L
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Only outstanding PR SUs whose performance targets have been achieved as of the last day of the most recent period are
included m the dilutive effect calculation.
NOTE 18. SUPPLEMENTAL DISCLOSURES
Valuation and Qualifying Accounts

Changes in valuation and qualifying accounts consisted of the following (in millions).

Beginning End
of Year Additions Write-offs Utilization of Year
2017, SER i _ o '
Allowance for doubtful accounts $ 47 $. 12 $ (4 3 — 3 55
s Deferred tax valiation allowance i PR DS 84 (gy i 5
2016 ' - ' '
s Al lowanics ot douBtil ACEottIts i g0 s F Gy
Deferred tax valuation allowance 19 9 3) — 25
2015 _ _ e :
Allowance for doubtful accounts 39 8 (7 — 40
Deferred tax valuation allowarice ; 13 6 A e 19

Accrued Liabilities

Accrued liabilities consisted of the following (in millions).

December 31,

2017 2016
Accried payroll and related benefits § o 53508 486
Content rights péyable . 21 9. 173
Accrued interest S 14850 67
Accrued income taxes 45 34
Current portion of share-based .compensation-liabilities i s 3 3]
Ohen scored Lebilitios Rt R T A 3.50 e .2.84
Total sceriied Tiabilities: o g 1,309 5 1,075

Other (Expense) Income, net

Other (expense) income, net, consisted of the following (in millions).

Year Ended December 31,

2017 2016 2015
Foreipti cuiTency (108888 ) BaIis gt g R L T S (1 03)
(Losses) gamns on derivative instruments, net .(5.52 . (12 5
Remeasurement gain on previously held equity interest 33 — 2
Interest income™ o . o 21 — —
Other-than-temporary impairment of AFS mvestments : il (62) g
Oﬂ]el‘ . 1 3 . (1)
Total other (expense) income, net- $ (110)::% 4.9 (973

@ Interest incomme for 2017 is comprised of interest on proceeds from issuance of serior notes to fund the anticipated Seripps Networks
acquisition. Of the $6.8 billion in senior notes issued, $2.7 billion were invested in money market funds, $1.3 billion were invested in time
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deposit accounts, and the 1'e111ai11d§'(3vgsE gvgg?etﬁgﬁgl%}]}gu ngty%ﬁﬁﬁg%ﬁ%htssrgm 1Eonhg1]1%§r£1sanu‘iﬁes of 90 days or less. (See
Note 4 and Note 9.)

Share-Based Plan Payments, net

Share-based plan payments, net in the statement of cash flows consisted of the following (in millions).

Year Ended December 31,

2017 2016 2015
_Tax-settle_ments associe_itedWiﬂlshare_:-ba_s_ed-plans: SR g B0y B (T i (2T)
Proceeds fr01.n issuancé of common st.ock n comnection with . .
share-based plans 46 50 21
Total shiare-based plan payifvetits; et = o S 160§ inii30 g (6)

@ Share-based plan payments, net includes the retrospective reclassification of windfall tax benefits or deficiencies from financing activitiss
to operating activities in the statement of cash flows presentation pursuant to the adoption of the new guidance on share-based payments
on Jamary 1, 2017. There were $7 million and $12 million in net windfall tax adjustments for the years ended December 31, 2016 and
December 31, 2015, respectively, reclassified from financing activities to operating activities. (See Note 2.)

Supplemental Cash Flow Information

Year Ended December 31,
2017 2016 2015

Cashpaidfqrtaxe;;,_net(ﬂ) $ [ ERE S 527 IR oo
Cash paid for interest 357 343 312

Noncash mvesting and financing -activities: ;=i

Contributions of business and assets of strategic ventures
TFair value of assets and liabilities of business received 1 :
exchange forredeemable noncontrolling interests -0 TAd e e s
Fair value of investment received, net of cash paid — 32 —
Net asset value of contributed business . L 32 L
Contingent consideration obligations from business
acquisitions — — 13

““Accrued purchases of property and equipinent S R AR 12

Contingent consideration receivable from business
dispositions — — 6
“Assets acquired under capital lease arrangemertts’ S ] (3 7y

@ The decrease in cash paid for taxes, net, is mostly due to the tax benefits from the Company's investments in limited liability companies
that sponsor renewable energy projects. (See Note 4.)

® Amount relates to the Company's VTEN joint venture. (See Note 3.} The joint venture was affected via DCL's contribution of the Velocity
network to a newly formed entity, VTEN, which 1s a non-guarantor subsidiary of the Company and is reflected as a non-cash contribution
in the condensed consolidating financial statements. {See Note 23.)

The table above does not include the November 30, 2017 acquisition of a controlling interest in OWN from Harpo. The
Company increased its ownership stake from 49.50% to 73.99%. The table above does not melude the March 31, 2015
acquisition of an additional 31% interest in Eurosport France. The Company increased its ownership stake from 20% to 51%.
Upon consolidation a cash payment for a portion of these businesses resulted in inclusion of the fair value of all of the net
assets and liabilities of OWN and Eurosport France in Discovery's consolidated financial statements. (See Note 3.)
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NOTE 19. RELATED PARTY TRANSACTIONS

In the normal course of business, the Company enters into transactions with related parties. Related parties include entities
that share common directorship, such as Liberty Global ple (“Liberty Global™), Liberty Broadband Corporation ("Liberty
Broadband") and their subsidiaries and equity method investees (together the “Liberty Group™). Discovery’s Board of Directors
wmcludes Mr. Malone, who 1s Chawrman of the Board of Liberty Global and beneficially owns approxmnately 26% of the aggregate
voting power with respect to the election of directars of Liberty Global. Mr. Malone is also Chairman of the Board of Liberty
Broadband and beneficially owns approximately 46% of the aggregate voting power with respect to the election of directors of
Liberty Broadband. The majority of the revenue earned from the Liberty Group relates to multi-year network distribution
arrangentents. Related party transactions also include revenues and expenses for content and services provided to or acquired from
equity method investees, such as All3Media and a Russian cable television business, or minority partners of consolidated
subsidiaries, such as Hasbro. For the yvear ended December 31, 2017, related party transaction costs include expenses associated
with the Exchange Agreement executed with Advance/Newhouse. The table below presents a summary of the transactions with
related parties, including OWN prior to the November 30, 2017 acquisition (in millions)

Year Ended December 31,

2017 2016 2015
Revenies and service chargos: L
.LibeIty Glioup(a) . s 476 8 387 3 171
ity method inw_/estees@ .................. e T g &
Other 46 32 35
Total revenues and service charges . (R Sttt 66778 548 % 268
Interest income' . . . . . . o $ 13 % 17 . $ 23
Bxpenses oo 3 (178)- 85— (1o2) g (67)

© The increase for the year ended December 31, 2017 reflects the May 2016 acquisition of Time Warner Cable, Inc. by Charter Conmnimications,
an equity method investee of the Liberty Group and other changes in the Liberty Group's businesses.

® The increases to revenue from equity method investees for the years ended December 31, 2017 and 2016 relate to the joint venture agreement
with the New Russian Business which began in October 2015. (See Note 3.)

© The Company records interest earnings from 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,

Receivables $ 1058 109

Note receivable™ — 311

@ The decrease for the year ended December 31, 2017 reflects the November 2017 acquisition of OWN by Discovery (See Note 3.} The
receivable is recorded as a component of Discovery's consolidated financial statements.
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NOTE 20. COMMITMENTS AND CONTINGENCIES
Contractual Commitments

As of December 31, 2017, the Company’s sigmficant contractual commitments, including related payments due by period,
were as follows (inmillions).

Leases

Year Ending December 31, Operating Capital Content Other Total

2018 - 2 2 2 Leneeel g g8 i G J075 0§ 332 n g 5516
2019 52 36 s 241 887
2020 36 330 750 175 994
2021 ' 28 30 342 54 454
2022 : A7z Bt 35 e G A g
Thereafter 36 95 m o 89 991
Total-minimum paymernts. Ry 230: 2650 3,846 920 5,261
Amounts 1'epresentiné; interest - (40) — . — . (40)
Total 3 o30S 225 g 3,846 § 920§ w5221

The Company enters into multi-year lease arrangements for transponders. office space, studio facilities, and other equipment
Leases are not cancelable prior to their expiration. On Jamuary 9, 2018, we issued a press release anmouncing a new real estate
strategy with plans to relocate the Company's global headquarters from Silver Spring, Maryland to New York City in 2019. As of
December 31, 2017, we did not meet the held for sale classification criteria, as defined in GAAP as it is uncertain that the sale of
the Silver Spring property will be completed within the next twelve months.

Content purchase commitments are associated with third-party producers and sports associations for content that airs on the
television networks. Production contracts generally require the purchase of a specified number of episodes with payments over the
term of the license. Production contracts include both programs that have been delivered and are available for airing and programs
that have not yet been produced or sporting events that have not vet taken place. If the content 1s ultumately never produced, the
Company's commitients expire without obligation. The commitiments 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
obligations include transmission services, television rating services, marketing research, employment contracts, equipment
purchases, and information technology services. Some of these contracts do not require the purchase of fixed or minimum
quantities and generally may be termmated with a 30-day to 60-day advance notice without penalty, and are not included 1n 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 equity method investees as of December 31, 2017, the Company may
also provide uncomnitted additional funding to its equity method investments in the future. (See Note 4.)

Contingencies
Fut Rights

The Company has granted put rights related to certain consolidated subsidiaries. Harpo, Golden Tree, Hasbro and I:COM
have the right to require the Company to purchase their remaining noncontrolling interests in OWN, VTEN, Discovery Family and
Discovery Japan, respectively. The Company recorded the value of the put rights for OWN, VTEN, Discovery Family and
Discovery Japan as a component of redeemable noncontrolling interests in the amounts of $55 million, $120 million, $210 million
and $27 million, respectively. (See Note 11.)

Legal Matters

The Company is party to various lawsuits and claims in the ordinary course of business. However, a determination as to the
amount of the accrual required for such contingencies 1 highly subjective and requires judgments about future events. Although
the outcome of these matters cannot be predicted with certainty and the inpact 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
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resolution of these matters will have a material adverse effect on our consolidated financial position, future results of operations or
Liquadity.

On September 20, 2017, a putative class action lawsuit captioned Inzlicht-Sprei v. Scripps Networks Interactive, et al. (Case
No. 3:17-cv-00420), which we refer to as the “Inzlicht-Spre1 action”, was filed in the United States District Court for the Eastern
District of Tennessee. A putative class action lawsuit captioned Berg v. Scripps Networks Interactive, et al. (Case No. 2:17-cv-848),
which we refer to as the “Berg action”, and a lawsuit captioned Wagner v. Scripps Networks Interactive, et al. (Case No. 2:17-
cv-859), which we refer to as the “Wagner action”, were filed in the United States District Court for the Southern District of Chio
on September 27, 2017 and September 29, 2017, respectively. We refer to the Inzlicht-Sprei action, Berg action and Wagner action
collectively as the “actions™. The actions alleged that the defendants filed a materially incomplete and misleading Form S-4
violation of Sections 14(a) and 20{a} of the Exchange Act and SEC Rule 14a-9. On October 12, 2017, the plaintiff in the Inzlicht-
Sprei action filed a notice of voluntary dismissal without prejudice. On November 21, 2017, the plaintiffs in both the Berg action
and the Wagner action filed notices of voluntary dismissal.

Guarantees
There were no guarantees recorded as of December 31, 2017 and December 31, 2016.

The Company may provide or receive indemnities intended to allocate business transaction risks. Similarly, the Company
may rentain contingently liable for certain obligations of a divested business in the event that a third party does not fulfill its
obligations under an mdemmification obligation. The Company records a liability for 1ts mdemmification obligations and other
contingent liabilities when probable and estimable. There were no material amounts for mdemnifications or other contingencies
recorded as of December 31, 2017 and 201 6.

NOTE 21. REPORTABLE SEGMENTS

The Company’s operating segiments are determined based on (1) financial mformation reviewed by its chuief operating
decision maker ("CODM"), the Chief Executive Officer (" CEQ"), (ii) internal management and related reporting structure, and
(i11) the basis upon which the CEO makes resource allocation decisions.

The accounting policies of the reportable segments are the same as the Company’s, except that certain mter-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 1s defined as operating
inconte excluding: (1) mark-to-market share-based compensation, (i1) depreciation and amortization, (i) restructuring and other
charges, (iv) certain impairment charges, (v) gains and losses on business and asset dispositions, and (vi) certain inter-segment
elimnations related to production studios. In addition, beginning with the quarter ended September 30, 2017, Adjusted CIBDA
also excludes incremental third party transaction costs directly related to the Scripps Networks acquisition and planned integration.
The Company uses this measure to assess the operating results and performance of its segiments, perform analytical comparisons,
identify strategies to improve performance and allocate resources to each segment. The Company believes Adjusted OIBDA is
relevant to mvestors because it allows them to analyze the operating performance of each segment using the same metric
managewment uses. The Company excludes mark-to-market share-based compensation, restructuring and other charges, certain
impairment charges, gains and losses on business and asset dispositions and Scripps Networks transaction and integration costs
from the calculation of Adjusted CIBDA due to their impact on comparability between periods. The Company also excludes
depreciation of fixed assets and amortization of mtangible assets, as these amounts do not represent cash payments i the current
reporting period. Certain corporate expenses are excluded from segment results to enable executive management to evaluate
segment performance based upon the decisions of segment executives. As of January 1, 2017, the Company no longer excludes
amortization of deferred launch incentives in calculating total Adjusted OIBDA as it is not material. For the years ended December
31, 2017, 2016 and 2015, deferred launch incentives of $3 million, $13 million and $16 million, respectively, were not reflected as
an adjustment to the calculation of total Adjusted OIBDA i1 order to conform to the current presentation. Total Adjusted OIBDA
should be considered in addition to, but not a substitute for, operating income, net (loss) income and other measures of financial
performance reported in accordance with GAAP. The tables below present summarized financial information for each of the
Company’s reportable segments, other operating segments and corporate and inter-segment eliminations (in millions).
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Revenues
Year Ended December 31,
2017 2016 2015
UsSiNetworks™ o 3 503,434 08 3,285 -8 3,131
International Nstworks 3,281 3“040. . 3,092
Educ_:_at_lon an(_iothe?r'_' B e TS SR TS 174 '173
Corporate and inter-segment elimmations — (2 2
Total revenues i -3 6,873 % 6,497 % 6;394
Adjusted OTBDA
Year Ended December 31,
2017 2016 2015
US: Netwiorks 202608 1,922 -8 1,774
International Networks 859 835 9435
Education and Other G (103" (2)
Corporate and inter-segment elimmations (360) . (334j (335)
Tetal Adjusted OIBDA $o 253108 2413008 2,382
Reconciliation of Net (Loss) Income available to Discovery Communications, Inc. to total Adjusted OIBDA
Year Ended December 31,
2017 2016 2015
Commimamtonons g, ORI s e 1194 8 1,034
Net income attributable to Iedeemable
noncontrolling interests 24 23 13
“Net'micome attriblitable to noncontrolling interests G 1oy
Income tax expense 176 453 511
(Loss) meome before 1 1ncorme taxes 137y 1,671 1,559
Other expense (111001116) net 110 (4). 97
Loss (income) from equuty investees; net 211 38 [eD)
Loss on exting.uishment of debt . 54 - —
- Interest expense 475 353 330
Operating income 713 2,058 1,985
Lioss (gain) ot disposition iy 4 (63) 17
Restructuri g and other charges 75 58 50
' D_'epréciation and thdﬁiz_ation I SRR R 3300 322000 330
Tmpairment of goodwill 1,327 — —
_Mark'—t'o—'m'arket'eqult'y—'based c'ompe'ns'anbri R L S3n '3_8: S
‘Seri ipps Networks transaction and integration costs 79 — —
Total Adjuisted OIBDA = e 2531 § 24138 2,382
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Total Assets
December 31,
2017 2016
T, 3 11373 3412
International Networks 5,187 4,922
Educatlon and Othe;r'_' R R 399
Corporate and inter-segment eliminations 12,847 6,939
Total assets $ 22,555% 15,672

Total assets for corporate and inter-segment eliminations include goodwill that is allocated to the Company’s segments to
account for goodwill. The presentation of segment assets i the table above 15 consistent with the financial reports that are
reviewed by the Company's CEO. The goodwill allocated from corporate assets to U.S. Networks and International Networks to
account for goodwill 1s included in the goodwill balances disclosed in Note 8.

Content Amortization and Impairment Expense

Year Ended December 31,

2017 2016 2015
USENBwOTKS o g 776 S 756 . 771
International Networks 1,126 1,008 931
Education and Other: 0 8 R 9 g,
Total content amertization and impairment expense $ 1910 § 1,773 % 1,709

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

Revenues by Geography

Year Ended December 31,

2017 2016 2015
US. 8 3560 87 3411 8§ 3,260
Non-U.S. © 3313 308 3133
Total TEVETILIES $ 6,873 % 6,497 % 6,394

Distribution 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 Geography

December 31,

2017 2016
e 3 3095 §uy 258
UK. 173 107
Other . 1157000 117
Total property and equipment, net $ 567 §% 482

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)

2{)17(“:]3: <)

Ist quarter 2nd quarter 3rd quarter 4th quarter
Revenues =3 16138 1,745 % 1,651 8 1,864
Operating income (loss) 487 630 433 (837)
Net incoine (loss) 221 380 223 (1;137)
Net income (loss) available to Discovery Communications,
Inc. 215 374 218 (1,144)
Earnings per share available to Discovery Communications,

Inc. Series A, B and C common stockhelders
Basic : 3037 8 065 038 i (1.99)
Diluted® $ 037 % 064 $ 038 % (1.99)
2016

Ist quarter 2nd quarter 3rd quarter 4th quarter
ReeverIles i B BB S T OB S T RS 6 R 6T 2
Operating incomnie 489 586 458 525
Net mcorme o 20697 415 2250 309:
Net meome 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: . 28 0428 0:66:- 3 0.37:% 0.52
Diluted $ 042 % 066 $ 036 $ 0.52

@ Goodwill impairment expense of $1.3 billion was recognized during the fourth quarter of 2017. (See Note 8.)

®on September 25, 2017, the Company acquired a 67.5% controlling interest in VTEN, a new joint venture with GoldenTree, in exchange for its
contribution of the Velocity network. On Novewmber 30, 2017, the Company acquired a controlling interest in OWN from Haipo, increasing
Discovery’s ownership stake from 49.50% to 73.99%. Discovery paid $70 million in cash and recognized a gain of $33 million to account for the
difference between the carrying value and the fair value of the previously held 49.50% equity interest. On April 28, 2017, the Company sold Raw
and Betty to All3Media and recorded a loss of $4 million upon disposition. (See Note 3.) As of December 31, 2017, the Company has incured
transaction and integration costs for the Scripps Networks acquisition of $79 milliorn, including the $335 million charge associated with the
modification of Advance/Newhouse's preferred stock. {See Note 12.)

©In March 2017, DCL completed a cash tender offer for $600 million aggregate principal amount of DCL's 5.05% semior notes due 2020 and
5.625% senior notes due 2019. This transaction resulted in a pretax loss on extinguishment of debt of $54 million for the year ended December
31, 2017, which is presented as a separate line item on the Company's consolidated statements of operations and recognized as a component of
financing cash outflows on the consolidated statements of cash flows. The loss included $50 million for premiums to par value, $2 million of non-
cash write-offs of unamortized deferred financing costs, $1 million for the write-off of the original issue discount of these senior notes and $1
million accrued for other third-party fees. (See Note 10.)

Don September 30, 2016, the Company recorded an other-than-temporary impairment of $62 million 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 businesses Seeker and SourceFed, resulting in a gain of $50 million upon
deconsolidation of the businesses. (See Note 3.)

© Amounts may not stum to annual total due to rounding.

137

01.11.2020 kI 02:57 Brgnngysundregistrene Side 171 av 196



- Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 914493420

DISCOVERY COMMUNICATIONS, INC.
NOTES TO CONSOLIDATED FINANCTAL STATEMENTS

NOTE 23. CONDENSED CONSOLIDATING FINANCIAL INFORMATION
Overview

As of December 31, 2017 and 2016, all of the outstanding senior notes have been issued by DCL, a wholly-owned subsidiary
of Discovery Commumeations Holding LLC (“DCH?”), which 1s a wholly-owned subsidiary of the Company. pursuant to one or
more Registration Statements on Form 3-3 filed with the U.3. Securities and Exchange Commission ("SEC"). (See Note 9.) The
Company fully and unconditionally guarantees the senior notes on an insecured basis. Each of the Company, DCH, and/or DCL
(collectively the “Issuers™) may issue additional debt securities under the Company's current Registration Statement on Form S-3
that are fully and unconditionally guaranteed by the other Issuers.

Set forth below are condensed consolidating financial statements presenting the financial position, results of operations and
comprehensive income and cash flows of (1) the Company, (ii) DCH, (ii1) DCL, (iv) the non-guarantor subsidiaries of DCL on a
combined basis, (v) the other non-guarantor subsidiaries of the Company on a combined basis, and (v1} reclassifications and
eliminations necessary to airive at the consolidated financial statement balances for the Company. DCL and the non-guarantor
subsidiaries of DCL are the primary operating subsidiaries of the Company. DCL primarily includes the Discovery Channel and
TLC networks in the U.S. The non-guarantor subsidiaries of DCL include 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 DCL are wholly-owned subsidiaries of DCL with the exception of certain equity method mvestments.
DCL is a wholly-owned subsidiary of DCH. The Company wholly owns DCH through a 33 1/3% direct ownership interest and a
66 2/3% indirect ownership interest through Discovery Holding Company (“DHC™), a wholly-owned subsidiary of the Company.
DHC is included in the other non-guarantor subsidiaries of the Company.

On September 25, 2017, the Company acquired a 67.5% controlling interest in VTEN, a new joint venture with GoldenTree,
in exchange for its contribution of the Velocity network. The VTEN non-cash transaction and all related financial activity 1s
included within the non-guarantor subsidiaries of DCL. (See Note 3.) The Company's 2016 minority investment in Group Nine
Media and all related financial activity 1s ineluded within the DCL 1ssuer 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
subsidiaries have been accounted for by their respective parent company using the equity method. Accordingly, in the following
condensed consolidating financial statements the equity method has been applied to (1) the Company’s mterests in DCH and the
other non-guarantor subsidiaries of the Company, (i1) DCH’s interest in DCL, and (ii1) DCL’s interests in the non-guarantor
subsidiaries of DCL. 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, including goodwill and recognized
mtangible 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
incone tax return. Tax expense 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 1dentifiable. The
remaining temporary differences are allocated to each entity included in the Company’s consolidated U.S. income tax return based
on each 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 statements should be read in conjunction with the consolidated financial statements of
the Company.
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ITEM 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure.

None.

ITEM 9A. Controls and Procedures.
Evaluation of Disclosure Controls and Precedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer. has evaluated the
effectiveness of our disclosure controls and procedures as of December 31, 2017. The term “disclosure controls and procedures,”
as defined in Rules 13a-15(¢e) and 15d-15(e) of the Exchange Act of 1934, as amended (the “Exchange Act”), means controls and
other procedures of a company that are designed to ensure that mformation required to be disclosed by a company in the reports
that it files or submits under the Exchange Act 1s recorded, processed, summarized 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 in evaluating the cost-benefit relationship of possible
controls and procedures. Based on the evaluation of our disclosure controls and procedures as of December 31, 2017, our Chief
Executive Officer and Cluef 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 Contrel Over Financial Reporting

Management’s report on intermal contrel over financial reporting 1s set forth in Ttem 8 of this Annual Report on Form 10-K
under the caption “Management’s Report on Internal Control over Financial Reporting,” which is incorporated herein by reference.
Report of the Independent Registered Public Accounting Firm

The report of our independent registered public accounting firm regarding internal control over financial reporting 1s set forth
in Item 8 of this Anmual Report on Form 10-K under the caption “Report of Independent Registered Public Accounting Firm,”
which 1s incorporated herein by reference.

Changes in Internal Contrel Over Financial Reporting

During the quarter ended December 31, 2017, there were no changes mn our internal control over financial reporting, as
defined in Exchange Act Rule 13a-15(f), that have materially affected, or are reasonably likely to materially affect, our nternal
control over financial reporting.

ITEM 9B. Other Information.

None.
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PART I

Certain information required in Ttem 10 through Ttem 14 of Part TIT of this Annual Report on Form 10-K is incorporated
herein by reference to cur definitive Proxy Statement for our 2018 Annual Meeting of Stockholders (“2018 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 16(a) of the Exchange Act, and our Audit Committee,
including committee members and its financial expert, will be set forth in our 2018 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 Directors — Audit Committee,” respectively, which are incorporated herein by reference.

Information regarding our executive officers is set forth in Part I of this Annual Report on Form 10-K under the caption
“Executive 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. Owr 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 applicable SEC rules are available free of charge at the
mvestor relations section of our website, www.discoverycommunications. com. In addition, we will provide a printed copy of the
Code, free of charge, upon written request to: Investor Relations, Discovery Communications, Inc., 850 Third Avenue, 8th Floor,
New York, NY 10022-7225.

ITEM 11. Executive Compensation.

Information regarding executive campensation will be set forth in our 2018 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 compensation, and
compensation committee mterlocks and insider participation will be set forth m our 2018 Proxy Statement under the captions “Risk
Considerations in our Compensation Programs,” “Board Compensation,” and “Corporate Governance — Committees of the Board
of Directors — Compensation Committee,” respectively. which are incorporated herein by reference

Information regarding compensation committee reports will be set forth in our 2018 Proxy Statement under the captions
“Report of the Compensation Committee” and “Report of the Equity Compensation Subcommittee of the Compensation
Cominittee,” which are incorporated herein by reference.

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

Information regarding securities authorized for 1ssuance under equity compensation plans will be set forth in our 2018 Proxy
Statement under the caption “Securities Authorized for Issuance 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 2018 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 are incorporated herein 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 2018
Proxy Statenent under the captions “Certain Relationships and Related Person Transactions,” “Policy Governing Related Person
Transactions,” and “Corporate Governance — Director Independence,” respectively, which are ncorporated herein by reference.

ITEM 14. Principal Accountant Fees and Services.

Information regarding principal accountant fees and services will be set forth in our 2018 Proxy Statement under the captions
“Ratification of Appointment of Independent Registered Public Accounting Firm — Description of Fees” and “Ratification of
Appomtment of Independent Registered Public Accounting Firm — Policy on Audit Committee Pre-Approval of Audit and
Permissible Non-Audit Services of Independent 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 Ttem 8 of this
Annual Report on Form 10-K:

Page
Consolidated Balance Sheets as of December 31, 2017 and 2016. iz
Consolidated Statements of Operations for the Years Ended December 31, 2017, 2016 and 2015. i3
Consolidated Statements of Comprehensive (Loss) Income for the Years Ended December 31,
2017, 2016 and 2015. 74
Consolidated Statements of Cash Flows for the Years Ended December 31, 2017, 2016 and 2015. 5
Consolidated Statements of Equity for the Years Ended December 31, 2017, 2016 and 2015. 76

Notes to Consolidated Financial Statements 7

2. All financial statement schedules required to be filed pursuant to Item 8 and Item 15(¢) of Form 10-K have been omitted as
the required mformation 15 not applicable, not material, or 15 set forth mn the consolidated financial statements or notes thereto.

3. The following exhibits are filed or furnished as part of this Anmual Report on Form 10-K pursuant to Ttem 601 of SEC
Regulation S-K and Item 15(b) of Form 10-K:

ITEM 16. Form 10-K Summary

Not Applicable.
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EXHIBITS INDEX

Exhibit No. Description

21 Apreement and Plan of Merger. dated ag of Tuly 30, 2017, among Discovery Communications, Inc.. Skylight
Merger Sub, Inc. and Scripps Networlss Interactive. Inc. (incorporated by reference to Exhibit 2.1 to the
Form 8-K filed on July 31, 2017 (SEC File No. 001-34177))

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

3.2 Bylaws {incorporated by reference to Bxlubit 3 2 to the Foarm 8-K filed on November 16, 2009 (SEC File
No. 001-34177))

33 Certificate of Designation of Series A-1 Convertible Participating Preferred Stock, par value $0.01 per share
(incorporated by reference to BExhibit 3.1 to the Form 8-K filed on Avgust 7, 2017 (SEC File No.
001-34177)

3.4 Certificate of Designation of Series C-1 Convertible Participating Preferred Stock, par value $0.01 per share
(incorporated by reference to Exhibit 3.2 to the Form 8-K filed on August 7, 2017 (SEC File No.
001-34177))

4.1 Specimen Certificate for Shares of the Registrant’s Series A Commeon Stock, par value $0.01 per share

(ncorporated by reference to Exhibit 4.1 to the Registration Statement on Formn S-4, SEC File No.
333-151586 (the “Registration Statement’™))

4.2 Specimen Certificate for Shares of the Registrant’s Series B Common Stock. par value $0.01 per share
{incorporated by reference to Exhibit 4.2 to the Registration Statement (SEC File No. 333-151585))

4.3 Specimen Certificate for Shares of the Registrant’s Series C Common Stock. par value $0.01 per share
(incorporated by reference to Exhibit 4.3 to the Registration Statement (SEC File No. 333-151585)

4.4 Form of Registration Rights Agreement, by and between Discovery Communications, Inc. and Advance/
Newhouse Programming Partnership (incorporated by reference to Exhibit 4.4 to the Registration Statement
(SEC File No. 333-151586))

4.5 Amendment Ne, 1 to Registration Rights Agreement. dated as of August 7. 2017, by and between Discovery

Communications. Inc. and Advance/Newhouse Programining Partnership (incorporated by reference to

Exhibit 10.6 to the Form 10-Q) filed on November 2, 2017 (SEC File No. 001-34177)})

4.6 Form of Rights Agreement, by and between Discovery Communications, Inc. 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))

4.7 Amendment No. 1 to Rights Agreement, dated as of December 10, 2008, by and between Discovery
Communications. Inc. and Computershare Trust Company. N.A . as Rights Agent (incorporated by reference
to Exhibit 4.1 to the Form 8-K filed on December 11. 2008 (SEC File No. 001-341771)

4.8 Amendment No. 2 to Rights Agreement, dated as of July 30, 2017, by and between Discovery
Communications. Inc. and Computershare Trust Company N.A.. as Rights Agent (incorporated by reference
to Exhibit 4.1 to the Form 8-K filed on July 31, 2017 (SEC File No, 001-34177)

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

153
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EXHIBITS INDEX

Exhibit No. Description

410 First Supplemental Indenture, dated as of August 19, 2009, among Discovery Communications, LI.C
Discoverv 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))

411 Second Supplemental Indenture, dated as of June 3. 2010, among Discovery Communications LT,

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 June 3. 2010 (SEC File No. 001-34177))

412 Third Supplemental Indenture. dated as of June 20, 2011. among Discovery Communications. LL.C
Discovery Comimunications, Inc. and U.S. Bank National Association, as Trustee (incorporated by reference
to Exhibit 4.1 to the Form 8-K filed on June 21, 2011 (SEC File No. 001-34177))

413 Fouwrth Supplemental Indenture, dated as of May 17. 2012, among Discovery Communications, LLC,

Discovery Comununications. Inc. and U.S. Bank National Association, as Trustee (incorporated by reference
to Exhibit 4.1 to the Form 8-K filed on May 17, 2012 (SEC File No. 001-34177)}

414 Fifth Supplemental Indenture. dated as of March 19, 2013, among Discovery Communications. LLC,
Discovery Comimunications, Inc. and U.S. Bank National Association, as Trustee (incorporated by reference
to Exhibit 4.1 to the Form 8-K filed on March 19, 2013 (SEC File No. 001-34177))

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

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

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

418 Ninth Supplemental Indenture, dated as of March 11, 2616, among Discovery Communications, LL.C
Discoverv Comununications. 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 )

419 Tenth Supplemental Indenture. dated as of March 13, 2017, among Discovery Communications, LLC.
Discovery Cominunications, Inc. and U.S. Bank National Association, as Trustee (incorporated by reference
to Exhibit 4.1 to the Form 8-K filed on March 13, 2017 (SEC File No. 001-34177))

4.20 Eleventh Supplemental Indenture, dated as of September 21, 201 7. 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 September 21. 2017 (SEC File No. 001-34177))

421 Twelfth Supplemental Indenture, dated as of September 21, 2017, among Discovery Communications, LLC
Discovery Comununications, Inc. and U.S. Bank National Association. as Trustee (incorporated by reference
to HExhibit 4 2 to the Form 8-K filed on September 21, 2017 (SEC File No. 001-34177)})

4,22 Thiteenth Supplemental Indenture, dated as of September 21. 2017, among Discovery Communications
LLC. Discovery Communications. Inc.. Elavon Financial Service DAC, UK Branch, as London Payving
Agent. and U.S. Bank National Association, as Trustee (incorporated by reference to Exhibit 4.3 to the Form
8-K filed on September 21. 2017 (SEC File No. 001-34177))

154
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4.23

424

10.1

103

10.4

10.6

10.7

10.8

10.9

10.10

10.11

EXHIBITS INDEX

Description

Amended and Restated Credit Agreement, dated as of February 4, 2016, among Discovery
Communications. LLC ("DCL"), certain wholly-owned subsidiaries of DCL. Discovery Communications.,
Inc.. as Facility Guarantor, the lenders from time to time party thereto. and Bank of America, N.A | as
Administrative Agent, Swing Line Lender and I/C Lender (incorporated by reference to Exhibit 4.1 to the
Fomm 8-K filed on February 5, 2016 (SEC File No, 001-34177))

Amendment No. 1 to Amended and Restated Credit Agreement, dated as of August 11, 2017, among
Discovery Communications, LLC ("DCL"), certain whelly-owned subsidiaries of DCL, Discovery
Communications, Inc.. as Facility Guarantor, the lenders from time to time party thereto, and Banlc of

America, NLA . as Administrative Agent (incorporated by reference to Exhibit 4.2 to the Form 10-Q filed on

November 2, 2017 (SEC File No. 001-34177)}

Term Loan Credit Agreement, dated as of August 11, 2017, among Discovery Communications, LLC, as the
Company, Discovery Commumications, Inc., as Facility Guarantor, the lenders from time to time party

thereto, Goldinan Sachs Banlc USA, as Admimstrative Agent (incorporated by reference to Exlubit 4.3 to the

Form 10-0Q filed on November 2. 2017 (SEC File No. 001-34177))

Discovery Cominunications U S, Executive Relocation Policy (filed herewith)*

Discovery Comununications Standard-Company Initiated Permanent International Transfer Relocation
Benefits Policy (filed herewith)*

Discovery Communications International Relocation Benefits Policy, effective as of June 1. 2017 (filed

herewith)*

Discovery Conmununications Executive Benefit Summary (filed herewith)*

Discovery Communications 201 7 Incentive Compensation Plan (filed herewith)*

Amended and Restated Discovery Communications, LLC Supplemental Deferred Compensation Plan
(incorporated by reference to Exhibit 10.1 to the Form 8-K filed en November 19, 2008 {SEC File Ne.
001341770

Discovery Conununications, Inc. 2005 Incentive Plan (As Amended and Restated) (incorporated by
reference to Exhubit 10.6 to Amendment No. 2 (SEC File No. 333-1515860*

2011 Emplovee Stock Purchase Plan (incorporated by reference to Bxhibit 991 to the Form 8-K filed on
May 19, 2011 (SEC File No. 001-34177)*

Discovery Comimmunications, Inc. 2013 Incentive Plan (incorporated by reference to Exhibit 10.1 to the Form
8-K filed on May 16, 2013 (SEC File No. 001-34177)*

Discovery Comimmunications, Inc. 2005 Non-Emplovee Director Incentive Plan (As Amended and Restated
Effective May 20, 2015) (incorporated by reference to Exhibit 10.1 te the Form 8-K filed on May 22, 2015
(SEC File Ne. 001-34177))*

Form of Stock Option Agreement (mcorporated by reference to Exhibit 105 to the Form 8-K filed on
October 7, 2008 (SEC File No, 001-34177)*

—
L
th
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Exhibit No.

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

1022

10.23

10.24

10.26

EXHIBITS INDEX

Description

Form of 7-vear Stoclc Appreciation Right Agreement (incorporated by reference to Exhibit 10.7 to the Form
8-K filed on October 7, 2008 {SEC File No. 001-34177%)*

Form of Stock Option Agreement (ingorporated by reference to Exhibit 99,1 to the Form 8-K filed on
March 9, 2009 (SEC File No. 001-34177)y*

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. 001-341 771

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

Foum of Nenqualified Stock Option Grant Agreement (incorperated by reference to Exlubit 10.27 to the

Form 10-K filed on February 22, 2010 (SEC File No. 001-34177)}*

Fomm of Cash-Settled Steck Appreciation Right Agreement (incorporated by reference to Exhibit 10.28 to
the Form 10-K filed on February 22 2010 (SEC File No. 001-341771)*

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)©)*

Foum 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 File 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 Cash-Settled Stock Appreciation Right Grant Agreement (incorporated by reference to Exhibit 10.3
to the Form 8-K filed on March 1, 2011 (SEC File Neo. 001-34177)*

Form of Nonqualified Stock Option Grant Agreement (incorporated by reference to Exhibit 104 to the Form
8-K filed on March 1. 2011 (SEC File No. 001-34177)*

Form of David Zaslav's Cash-Settled Stock Appreciation Award Agreement (incorporated by reference to
Exhibit 10.2 to the Form 8-K filed on December 21, 2011 {SEC File No. 001-341771)*

Foum of Discovery Performance BEquity Program Nonqualified Stock Cption Agreement for Employees
(incorporated by reference to Exhibit 10.2 to the Form 8-K filed on Mayv 16. 2013 (SEC File No.

001-34177 )"

Form of Discovery Cominunications. Inc. Restricted Stock Unit Agreement for Emplovees (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. Performance Restricted Stock Unit Grant Agreement for
Emplovees (incorporated by reference to Exhibit 10.4 to the Form 8-K filed on May 16, 2013 (SEC File No,

001-34177)*
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Exhibit No.

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

EXHIBITS INDEX

Description

Form of Discovery Performance Equity Program Cash-Settled Stock Appreciation Right Agreement for
Emplovees (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's One Year Performance Restricted Stock Unit Grant Agreement (incorporated by
reference to Exhibit 10.45 to the Form 10-K filed on February 20, 2014 (SEC File No. 001-34177)*

Fomm of David Zaslav's Three Year Performance Restricted Stock Unit Grant Agreement (incerporated by
reference to Exhibit 10.46 to the Form 10-K filed on February 20, 2014 (SEC File No. 001-341 77 )*

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. 001-34177)*

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

Foum of Stock Dividend Related Stock Appreciation Right Agreement (incorporated by reference to Exlibit
10.4 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 (incorporated 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 Stocl 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)*

Fomm of David Zaslav's Stocl Dividend Related Perfermance Restricted Stock Unit Grant Agreement
(incorporated by reference to Exhibit 10.7 to the Form 10-Q filed on July 31, 2014 (SEC File No.
001-341770*

Form of David Zaslav's Stocle Dividend Related Stock Appreciation Right Apreement for Pre-2014 Awards
(incorporated by reference to Exhibit 10.8 to the Form 10-Q filed on July 31. 2014 (SEC File No
001-34177)0*

Form of David Zaslav's Stoclk Dividend Related Stock Appreciation Right Aereement for the 2014 Award
(incorporated by reference to Exhibit 10.9 to the Form 10-Q filed on July 31, 2014 (SEC File No
001-34177)*

Emplovment Agreement, dated as of November 28, 2006, between David Zaslav and Discovery
Communications. Inc. (incorporated by reference to Exhibit 10.9 to Amendment No. 1 to the Registration
Statement on Form 3-4 (SEC File No, 333-151586)Y*

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

Second Addendum to Emplovinent Agreement. dated as of December 15. 2011, between David Zaslav and
Discovery Communications, Inc. {incorporated by reference to Exhibit 10.1 to the Form 8-K filed on
December 21. 2011 {SEC File No. 001-34177))*

01.11.2020 kI 02:57

Brgnngysundregistrene Side 191 av 196



- Brgnngysundregistrene Arsregnskap regnskapséaret 2017 for 914493420

EXHIBITS INDEX

Exhibit No. Description

10.42 Emplovment Agreement. dated as of Tanuary 2. 2014, between Discovery Communications, Inc. and David
Zaslav (incorporated by reference to Exhibit 10.44 to the Form 10-K filed on February 20, 2014 (SEC File
No. 001-34177)*

10.43 Amended and Restated Employment Asreement_ dated as of Tuly 21, 2010, between Bruce Campbell and
Discovery Communications, LLC {(incorporated by reference to Exlibit 101 to the Form 10-Q filed on
November 2. 2010 (SEC File No. 001-341 771

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

10.45 Emplovment Agreement, dated as of August 8, 2014, between Bruce Campbell and Discovery
Communications. LLC (incorporated by reference to Exhibit 10.2 to the Form 10-Q filed on November 4,
2014 (SEC File No, 001-341771)*

10.46 Amendment to Employviment Agreement. dated as of September 24, 2015, between Bruce Campbell and
Digcovery Communications. LLC {(incorporated by reference to Exlibit 10.1 to the Form 10-0 filed on
November 3, 2015 (SEC File No. 001-34177)*

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

10.48 Amendment to Emploviment 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)*

10.49 Emplovment 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. 001-341 770

10.50 First Amendment to Emplovment Agreement, dated as of February 22, 2016, between Andrew Warren and
Discovery Communications, LLC {incorporated by reference to Exhibit 10.1 to the Form 8-K filed on
February 23, 2016 (SEC File No. 001-341771H)*

10.51 Second Amendment to Emplovment Apreement, dated as of September 30, 201 6, 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. 001-341 77 1))

10.52 Third Amendment to Emplovment Agreement, dated as of Tanuary 18, 2017, between Andrew Wairen and
Discoverv Comumunications, LLC (incorporated by reference to Exhibit 10,52 to the Form 10-K filed on
February 14, 2017 (SEC File No. 001-341 771

10.53 Emplovment Agreement, dated as of October 3. 2016, between Dr. Gunmar Wiedenfels and Discovery
Communications. LLC (incorporated by reference to Hxhibit 10 2 to the Form 10-0 filed on November 1,
2016 (SEC File No. 001-34177 )"

10.54 Employment Agreement, dated as of Tanuary 14, 2014, between Jean-Briac Perrette and Discovery
Communications. LLC (incorporated by reference to Exhibit 10.54 to the Form 10-K filed on February 19
2015 (SEC File No. 001-341770*
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10.55 Employment Agreement, dated as of June 13, 2016, between Jean-Briac Perrette and Discovery Corporate
Services Limited (meorporated by reference to Exlubit 10,1 to the Form 10-0 filed on August 2. 2016 (SEC
File No. 001-34177))*

10.56 Emplovment Agreement, dated as of September 18. 2015, between Paul Guagliarde and Discovery
Communications. LLC (filed herewitl)*

10.57 Preferred Share Exchange Agreement. dated as of July 30. 2017, by and between Discovery

Communications. Inc. and Advance/Newhouse Programming Partnership (incorporated by reference to

Exhibit 10.4 to the Form 8-K filed on July 31, 2017 (SEC File No. 001-34177))

10.58 Share Repurchase Agreement, dated 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))

10.59 Letter Amendment. dated as of 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
Aupust 26, 2014 (SEC File No. 001-34177)

10.60 Amendment Ne. 2 to Share Repurchase Agreement, dated as of Auvgust 7, 2017, by and between Discovery

Communications. Inc. and Advance/Newhouse Programining Partnership (incorporated by reference to

Exhibit 10.7 to the Form 10-Q) filed on November 2, 2017 (SEC File No. 001-34177)})

10.61 Voting Agreement, dated as of July 30, 2017, by and among Scripps Networks Interactive, Inc., Discovery
Communications. Inc. and John Malone (incorporated by reference to Exhibit 10,1 to the Form 8-K filed on
July 31, 2017 (SEC File No. 001-34177))

10.62 Voting Agreement, dated as of July 30, 2017, by and among Scripps Networks Interactive, Inc., Discovery
Communications. Inc. and Advance/Newhouse Programiming Partnership (incorporated by reference to
Exhibit 10.2 to the Form 8-K filed on July 31, 2017 (SEC File No. 001-34177))

10.63 Voting Agreement. dated as of July 30, 2017, by and among Scripps Networks Interactive, Inc.. Discovery
Communications. Inc. and the persons whose names are set forth on the signature pages thereto under the
caption "Stockholders" (incorporated by reference to Exhibit 10.3 to the Form 8-K filed on July 31, 2017
(SEC File No. 001-34177))

12 Computation of Ratio of Earnings to Fixed Charges and Ratio of Earnings to Combined Fixed Charges and
Preferred Stoclk Dividends (filed herewith)

14 Discovery Conmununications. Inc. Code of Ethics (incorperated by reference to Exhibit 14.1 to the Form 8-K
filed on April 30, 2012 (SEC File No. 001-34177)

21 List of Subsidiaries of Discovery Communications, Inc. (filed herewith)
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23 Consent of Independent Registered Public Accounting Firm (filed herewith
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
{filed herewith)
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
{filed herewith)
321 Certification of Chief Executive Officer Pursuant to 18 U.5.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxlev Act of 2002 (furmished herewith)
32.2 Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxlev Act of 2002 (furnished herewith)
101.INS XBRL Instance Documentt
101.5CH XBRL Taxonoemy Extension Schema Document]
101.CAL XBRL Taxonomy Extension Calculation Linkbase Documentf
101.DEF XBRL Taxonomy Extension Defimtion Linkbase Documentt
101. LAB XBRL Taxonomy Extension Label Linkbase Documentf
101.PRE XBRL Taxonomy Extension Presentation Linkbase DocumentT

* 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 Language): (1) Consolidated Balance Sheets as of December 31, 2017 and December 31, 2016, (ii) Consolidated
Statements of Operations for the Years Ended December 31, 2017, 2016, and 2015, (111) Consolidated Statements of
Comprehensive (Loss) Income for the Years Ended December 31, 2017, 2016, and 2015, (iv) Consolidated Statements of Cash
Flows for the Years Ended December 31, 2017, 2016, and 2015, (v) Consolidated Statements of Equity for the Years Ended
December 31, 2017, 2016, and 2015, and (vi) Notes to Consolidated Financial Statements

160
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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 behalf by the undersigned, thereunte duly authorized.

Date: February 28, 2018

DISCOVERY COMMUNICATIONS, INC.
(Registrant)

By: /s/ David M., Zaslav
David M. Zaslav

President and Chief Executive Officer
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Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the registrant and in the capacities and on the date indicated.

Signature Title Date

/s/ David M. Zaslav President and Chief Executive Officer, and Director February 28, 2018

David M. Zaslav (Principal Executive Officer)

fs/ Gunnar Wiedenfels Senior Executive Vice President and February 28, 2018
Cluef Financial Officer

(Prineipal Financial Officer)

Gunnar Wiedenfels

fs/ Kurt T. Wehner
Kurt T. Wehner

Executive Vice President and Chief Accounting February 28, 2018
Officer
(Principal Accounting Cfficer)

/s/ 8. Decker Anstrom Director February 28, 2018
3. Decker Anstrom

/s/ Robert R. Beck Director February 28, 2018
Robert R. Beck

/s/ Robert R. Bennett Director February 28, 2018
Robert R. Bennett

/s/ Paul A. Gould Director
Paul A. Gould

February 28, 2018

/s/ John C. Malone Director February 28, 2018
John C. Malone

/s/ Robert T. Miron Director February 28, 2018
Robert T. Miron

/s/ Steven A, Miron Director February 28, 2018
Steven A. Miron

/s/ Daniel Sanchez Director February 28, 2018

Daniel Sanchez

/s/ Susan M. Swain Director February 28, 2018

Susan M. Swain

s/ 1. David Waigo Director February 28, 2018
I. David Wargo
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