DESCRIPTION OF OUR BUSINESS

LVIEW

iscovery Holding is a holding company, Through our wholly owned subsidiary, Ascent Media, and our 50% owned equity affiliate Discovery, we are engaged primarily in (1}
tian, acquisition and distribution of entertainment, educational and information programming and software, (2) the retajl sale and licensing of branded and other specialty prod:
) the pravision of creative, media management and network services to the media and entertainment industries. Our subsidiaries and affiliates operate in the United States, Buro
\merica and Asia, '

‘e are currently & wholly owned subsidiary of LMC. LMC is & holding company, which through its ownership of interests in subsidiaries and other companies is primarily enga
ctronic retailing, media, communications and entertainment industries. LMC is separating its interests in Ascent Media and Discovery from its other businesses by means of a s
wur eompany, Following the spin off, we will be an independent, publicly waded company, snd LMC will not retain any ownership interest in us.

NT MEDIA

wrough our subsidiary, Ascent Media, we provide a wide variety of creative, media management and network services to the media and entertainment industries. Ascent Media'
include the major motion picture studios, independent producers, broadcast netwarks, programming networks, advertising agencies and other companies that produce, own ang
ite entertainment, news, sports, corporate, educational, industrial and advertising content,

e assets and operations of Ascent Media are composed primarily of the assets and operations of 13 companies acquired from 2000 through 2004, including The Todd-AO
ation, Four Media Company, certain assets of SounDelux Entertainment Group, Video Services Carporation, Group W Network Services, London Playout Centre and Sony
nics' systems integration business. The combination and integration of these and other acquired entities allow Ascent Media to offer integrated outsourcing solutions for the tec
ative requirements of its clients, from content creation and other post-production services to media management and transmission of the final product to broadcast television st
ystem head-ends and other destinations and distribution points.

VC acquired a controlling equity interest in Ascent Media, then known as The Todd-AO Corporation, on June 9, 2000. From 2000 through 2003, LMC obtained additiona] voti
nd convertible promissory notes of Ascent Media through the contributions of certain assets and operations acquired by LMC, as well as cash investments. The assets acquired
nd contributed to Ascent Media included:

. 100% of the common stock of Four Media Company (June 2000);
. the post-production and related assets and operations of SounDelux Entertainment Group {July 2000, and
. 100% of the common stock of Video Services Corporation (December 2000).

1 July 1, 2003, LMC acquired all the ouistanding capital stock of Ascent Media that it did not already own, in exchange for shares of LMC Sertes A common stock, through the
of Amethyst Merger Sub, Inc,, an indirect subsidiary of LMC, with and into Ascent Media. Because, prior to the closing of such merger, that entity held more than 90% of the
n stock of Ascent Media, the transaction was able to be consummated as a "short-form" merger under Delaware law, which meant that no vote of Ascent Media's minority
1ders was held or required.
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scent Media's operations are organized into three main categories: creative services, media management services and network services.

Creative Services

scent Medin's creative services group provides various technical and creative services necessary to complete prineipal photography into final produets, such as feanire films, mo
documentaries and independent films, episodic television, TV movies and mini-series, television commercials, music videos, interactive games and new digital media, promoti
ntity campaigns and corporate communications. These services are referred to generally in the entertainment industry as "post-production” services.

cent Media markets its creative services under various well-known brand names, including Company 3 , Digital Symphony , Encore Hollywood , FilmCore , Level 3 Post , Mer
st, POP Sound , RIOT , Rushes , Soho Images, Soundelix , Sound One , St. Anne’s Post, Modern Music and Todd-A0 . The creative services client base comprises the major

¢ film studios, independent television production companies, broadcast networks, advertising agencies, creative editorial companies and corporate media producers. The prinei;
s of the creative services group are in Los Angeles, New York, Atlanta, San Francisco, Mexico City and London.

y services provided by Ascent Media's creative services group include the following:

ilies,  Clients require daily screening of their previous day's recorded work in order to evaluate technical and aesthetic qualities of the production and begin the creative edito

Ascent Media provides the film development, digital transfer from film to video, and video processing necessary for clients to view principal photography on a daily basis, als
15 "dailies." For clients that record their productions on film, Ascent Media processes and prints film negatives for film projection in 4 linear manner. The company also deliver
hat are transferred from film to digital media vsing telecine equipment. The transfer process is technically challenging and is used to integrate various forms of audio and encod
with feet and frame numbers from the original film. Dailies delivered as a digital file can be processed in high definition or standard definition videa and can be screened in a
T manner on a variety of playback equipment.

ecine. Telecine is the process of transferring film into video (in either analog or digital medium). During this process, a variety of parameters can be manipulated, such as co
rast. Because the color spectrum of film and digital media are different, Ascent Media has creative talent who utilize creative colorizing techniques, equipment and processes t
s ¢lients to achieve a desired visual look and feel for television commercials and music videos, as well as feature films and television shows. Ascent Media also provides live
services via satellite, using a secure closed network able to accurately transmit subtle color changes to connect its telecine artists with client offices or other affiliated post-

on facilities.

rital intermediates,  Ascent Media's digital intermediates service provides customers with the ability to convert film to a high resolution digital master file for color correctian
editorial and electronic assembly of masters in other formats, If needed, the digital file can then be converted back to film.

ative Editorial.  After principal photography has been completed, Ascent Media's editors assemble the various elements into a cohesive story consistent with the messaging,
y and ereative direction by Ascent Media's clients, which are mainly advertising agencies. Ascent Media provides the tools and talent required to support its clients through all
f the editing process, beginning with the low-resolution digital images and off-line editing workstations used to create an edit decision list, through the high-resolution editorial
nsed to complete a final product suitable for broadeast. In addition, Ascent Media is sble to offer expanded communications infrastructure to
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> digital images directly from the film-to-tape transfer process to a workstation through dedicated data lines.

sual effects.  Visual effects are nsed to enhance the viewing audience's experience by supplementing images obtained in principal photography with computer-generated imag
phical elements. Visual effects are typically used to create images that cannot be created by any other cost-effective means. Ascent Media also provides services on an array of
s and animation workstations using a variety of software to accomplish unique effects, including three-dimensional animation.

sembly, formatting and duplication.  Ascent Media implements clients’ creative decisions, including decisions regarding the integration of sound and visual effects, to assemt
material into its final form. In addition, Ascent Media uses sophisticated computer graphics equipment to generate titles and character imagery and to format a given program tc
 network requirements, including time compression and commercial breaks. Finally, Ascent Media creates multiple master videotapes for delivery to the network for broadcast
| and other purposes designated by the customer.

stribution.  Once a television commercial has been completed, Ascent Media provides broadcast and support services, including complete video and audio duplication,

tion, and storage and asset management, for advertising agencies, corporate advertisers and entertainment companies. Ascent Media uses domestic and international satellite, fi
grated Services Digital Network, or ISDN, Internet access, and conventional air freight for the delivery of television and radio spots. Ascent Media currently houses over 85,0(
rcial production elements in its vaults for future use by its clients. Ascent Media's commercial television distribution facilities in Los Angeles and San Francisco, California and
hub facilities in New York, enable Ascent Media to service any regional or national client.

ind Supervision, Sound Design and Sound Editorial.  Ascent Media provides creative talent, state of the art facilities and support services to create sound for feature films,

n content, commereials and trailers, interactive multimedia games and special live venues. Sound supervisors ensure that all aspects of sound, dialogue, sound effects and musi
r coordinated. Ascent Media's sound services include, but are not limited to, sound editing, sound design, sound effect libranies, ADR (automated dialogue replacement, a proce
ng the spoken portion of a film) and Foley (non-digital sound effects).

sic Services. Music services are an essential component of post-production sound. Ascent Media has the technology and talent to handle all types of music-related services,
g original music composition, music supervision, music editing, scoring/recording, temporary sound tracks, composer support and preparing music for soundtrack album releas

recording / Mixing.  Once the sound editors, sound desigtiers, compaosers, music editors, ADR and Foley crews, and many others, have prepared all the elements that will ma
nished product, the final compenent of the creative sound post production process is the mix (or re-recording). Mixing a film involves the process of combining multiple elems
tracks of sound effects, dialogue and music, to complete the final product. Ascent Media maintains a significant number of mixing stages, purpose-built and provisioned with

d recording equipment, capable of handling any type of project, from major motion pictures to smaller independent films.

ind Effects and Music Libraries,  Through its Soundelux brand, Ascent Media maintains an extensive sound effects library with over 300,000 unique sounds, which editors ar
ccess through the company's intranet and remotely via the Intemnet, The company also owns several production music libraries through its Hollywood Edge brand. Ascent Med:
se the sound '
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, and music libraries in feature films, television shows, commercials, interactive and multimedia games. The company actively continues to add new, original recordings to its li
Media Management Services

scent Media's media management services group provides owners of content libraries with a full complement of facilities and services necessary to optimize, archive, manage
ose media assets for global distribution via freight, satellite, fiber and ihe Internet. Ascent Media's media facilities are located in Burbank, Hollywood and Santa Monica, Califo
rale, New Jersey; and London, England. The media management services client base includes the major motion picture studios and their international divisions as well as indep:
s of television and film libraries and emerging new media distribution channels.

ey services provided by Ascent Media's media management services group include the following:

egative developing and eutting.  Ascent Media's film laboratories provide negative developing for television shows such as one-hour dramas and movie-length programming,
ng negative developing of "dailies" (the original negative shot during each production day), as well as the often complex and technically demanding commereial work and mot;
trailers. Ascent Media also provides negative cutting services for the distribution of commercials on film.

2storation, preservation and asset protection of existing and damaged content.  Through its recently-acquired facility, Cinetech, and its other laboratory facilities, Ascemt Mec
eader in film restoration, preservation and asset proteetion. Ascent Media's technicians use photochemical and digital processes to clean, repair and rebuild a film's elements in
1 the content to its original and sometimes improved image quality. Ascent Media also protects film element content from future degradation by transferring the film's image tc
archival fikm stocks. Ascent Media also provides asset protection services for its client's color library titles, which is a preservation process whereby B/W, silver image, polyest
= and color separation masters are created, sufficiently protecting the images of new and older films.

ansferring film to analog video or digital media. A considerable amount of film content is ultimately distributed to the home video, broadcast, cable or pay-per-view televisi
. This requires film images to be transferred to an analog video or digital file format. Each frame must be color corrected and sdapted to the size and aspect ratio of a televisior
it order to ensure the highest level of conformity to the original film version, Because certain film formats require transfers with special characteristics, it is not unusual for a m
to be mastered in many different versions. Technological developments, such as the domestic introduction of television sets with a 16 x 9 aspect ratio and the implementation
ed and high definition digital television systems for terrestrial and satellite broadcasting, are expected to contribute to the growth of Ascent Media's film transfer business. Asce
also digitally removes dirt and scratches from a damaged film master that is transferred to a digital file format,

afessional duplication and standards conversion.  Ascent Media provides professional duplication, which is the process of creating broadcast quality and resolution independ
sters for distribution to professional end users. Ascent Media uses master elements to make sub-masters in numerous domestic and international breadcast standards as well as
renit tape formats. Ascent Media also provides standards conversion, which is the process of changing the frame rate of a video signal from one video standard, such as the Uni
tandard (NTSC), to another, such as a Furopean standard (PAL or SECAM]. Content is regularly copied, converted and checked by quality control for use in intermediate proc
editing, on-air backup and screening and for final delivery to cable and pay-per-view programmers, broadeast networks, television stations, airlines, home video duplicators an
distributors. Ascent Media's duplication and standards conversion
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e a comiplete broadcast package at a fixed price. Ascent Media's "teleports" are high-bandwidth communications gateways with video swilches and facilities for satellite, optica
crowave transiission. Ascent Media's facilities offer satellite antermae capable of transmitting and receiving feeds in both C-Band and Ku-Band frequencies. Ascent Media als
es transportable services, including point-to-point microwave transmission, transportable up-link and downlink transmission and broadcast quality teleconference services.

ngineering and systems integration.  Ascent Media designs, builds, installs and services advanced video systems for the broadcast, cable television and other broadband
nmunications industries and other professional and corporate markets. Ascent Media's engineening and systems integration clients include major broadcast networks, numerous
13, corporate television networks, a major telecommunications company and numerous production and post-production facifities.

Strategy

he entertainment services industry has been historically fragmented with numerous providers offering discrete, geographically-limited, non-integrated services. Ascent Media's
s, however, span the entirety of the value chamn from the creation and management of content to the delivery of content via multiple transmission paths including satellite, fiber
t Protocol-based networks. Ascent Media believes the breadth and range of its services uniquely provide Ascent Media the scale and flexibility necessary to realize significant
ng and marketing efficiencies: & global, scaleable media services platform integrating preparation, management and transmission services; common "best practices” operations
ement across the Ascent Media enterprise; and integration of financial end administrative functions. In Ascent Media's media management and network services businesses, anc
stitutional clients that utilize a broad range of its services, Ascent Media intends to build awareness of the Ascent Media enterprise and promote Ascent Media as a global bran
ot integrated suites of services, while continuing to support the identity and customer oyalty associated with Ascent Media's established *boutique” brands in the creative servi

¥.

scent Media's abjective is to be & leading provider of services to the media and entertainment industry and to provide customers quality solutions for the creation, management |
ssion of content, individually and as part of a package solution on a global basis. Ascent Media intends to achieve this objective by pursuing the following strategies:

tablish centralized, scalable financial and operating infrastructure.  Ascent Media is building technical, operational, financial and internal control systems to improve financ
stration. Ascent Media is reducing overhead through centralization and has begun to restructure its operations to improve margins and financial performance.

velop and grow its core businesses.  Ascent Media intends to leverage its opportonities of scale, its technical capacities, its breadth of services and its global reach in order tc
1 its relationships within the organizational structure of its client base. Ascent Media intends to further integrate its facilities and operations to establish "best practices" and iner
d capacity to drive growth. Ascent Media's goal is to deploy proven, leading technologies in a consistent manner across all of its operations. Ascent Media also expects to spen
mately $9 million in 2005 to build a digital media distribution center, in order to consolidate the digital services provided by Ascent Media's media management group, which
Media believes will expand its capacity by streamlining the manufscturing processes used in Ascent Media's traditional media management businesses.

verage its core businesses in the developing digital media semvice platform.  Ascent Media intends to leverage its existing client relationships, technological expertise and dig
acture to build new revenue streams in emerging new media markets. Ascent Media intends to develop new business opportunities in areas such as digital imaging, digital meds
ment and interactive media, and, in
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stion with that objective, Ascent Media has created a digital asset management system to store and allow clients to manipulate, repurpose and direct Ascent Media to perform st
ir digital assets. Ascent Media believes this technology can be expioited both for commercial elients (for management of advertising and marketing content) and for Ascent Me
studio clients (for management of film and television libraries).

rive the convergence of traditional and new media.  Ascent Media intends to create joint ventures, partnerships and alliances with technology providers, content creators and
harmel video programming distributers to create cost effective scalable infrastructure to drive new media revenue streams. Ascent Media intends to assist in the development of
v standards and business models to help develop new media opportunities. No assurance can be given that any such new products and services will achieve market acceptance.

Seasonality

he demand for Ascent Media's care motion picture services, primarily in its creative services group, has historically been seasonal, with higher demand in the spring (second fis
3 and fall (fourth fiscal quarter), and lower in the winter and summer. Similarly, demand for Ascent Media's television program services, primarily in its creative services grouy
in the first and fourth quarters and lower in the summer, or third quarter, Demand for Ascent Media's commercial services, primarily in its creative services group, are fairly
ent with slightly higher activity in the third quarter. However, recent trends in the demand for television program services may result in increased business for Ascent Media in
r. In addition, the timing of projects in Ascent Media's media management services group and network services group are beginning to offset the quarters in which there has be
cally lower demand for Ascent Media's motion picture and television services. Accordingly, Ascent Media expects to experience less dramatic quarterly fluctuations in its oper:
nance in the future.

YWERY

iscovery Communications, Inc. is a leading global media and entertainment company. Discovery has grown from the 1985 launch in the United States of its core property, Disc
21, to current global operations in over 160 countries across six continents, with over 1 billion total cumulative subscription units. The compeny operates its businesses in three
- Discovery networks U.S., Discovery networks infernational, and Discovery commerce, education and other.

scovery's relationships and agreements with the distributors of its channels are critical to its business as they provide Discovery's subscription revenue stream and access to an
e for advertising sales purposes. There has been a great deal of consolidation among cable and satellite television operators in the United States in recent years, with over 90%
vision households in the country now controlled by the top eight distributors. Discovery also operates in certain overseas markets which have experienced similar industry
dation. Industry consolidation has generally provided more leverage to the distributors in their relationships with programmers. Accordingly, as its carriage agreements expire,
ery may not be able to obtain terms in new carriage agreements that are comparable to terms in its existing agreements.

scovery eams revenue from the sale of advertising on its networks, from delivery of its programming pursuant to affiliation agreements with cable television and direct-to-hom
- operators (which is described as subscriber fees throughout this document), from licensing its programs for international distribution and from product sales in its retail cutlets
ber fees, as described, includes all components of revenue eamned through affiliation agreements. Discovery's affiliation agreements typically have terms of 3 to 10 years and py
ments based on the number of subscribers that receive Discovery's services. No single distributor represented more than 10% of
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rery's consolidated revenue for the year ended December 31, 2004, Discovery has grown its global network business by securing as broad a subscriber base as possible for each
1s by entering info affiliate ngreements. After obtaining scalable distribution of its networks, Discovery invests in programming and marketing in order to build a viewing audie
t advertising sales. In certain cases, Discovery has made cash payments to distributors in exchange for carriage or has entered into contractual arrangements that allow the distr
v certain of Discovery's channels for extended free periods. In the United States, Discovery has developed the necessary audience and ratings for its programming such that
sing sales now pravide more revenue than channel subscriptions. In 2004, approximately 59% of the revenue for Discovery's U.S. networks came from advertising sales and
imately 38% was subscription revenue. Subscription revenue still accounts for the majority of the international networks' revenue base (in 2004, approximately 63% of the divi
e came from subscriptions), and this is anticipated to be the case for the foreseeable future. As a result, growing the distribution base for existing and newly launched internatio
ks will continue to be the primary focus of the international division.

iscovery's principal operaling costs consist of programming expense, sates and marketing expense, personnel expense and general and administrative expenses. Programming is
ery's largest expense, representing 29% of Discovery's total operating costs in 2004, Costs incurred and capitalized for the direct produetion of programming content are amorti
rying periods based on the expected realization of revenue from the underlying programs. This methodology generally results in an accelerated amortization for developed U.S
ks over a four-year period and straight-line amortization for all international networks (over three years) and developing U.S. networks (over three to five years). Licensed
nming is amortized over the contract period based on the expected realization of revenue. Discovery incurs sales and marketing expense to promote brand recognition and to se
distribution channels worldwide,

iscovery produces original programming and acquires content from numerous producers worldwide that is tailored to the specific needs of viewers around the globe. Discovery
s it is generally well positioned for continued access to a broad range of high-quality programming for both its U.S. and international networks, It has assembled one of the larg
s of non-fiction programming and footage in the world, due both to the aggregate purchasing power of its many networks and a policy to own as many rights as possible in the

ns aired on its networks. Discovery also has long-term relationships with some of the world's most significant non-fiction program producers, including the BBC. Discovery be
ad international appeal of its content combined with its ability to adapt its significant programming library to international markets for relatively low costs is one of its compelit
1ges. Discovery is also developing programming applications designed to position the company to take advantage of emerging distribution technologies including subscription -
and, IP-delivered programming, wireless and mobile.

scovery's other properties consist of Discovery.com and over 100 retail outlets that offer lifestyle, health, science and education oriented products, as well as products related tc
ogramming offered by Discovery. Additionally, Discovery's newest division, Discovery education, distributes educational materials to over 85,000 schools in the United State:
pls in many countries around the world,

scovery is a leader in offering solutions to advertisers that allow them to reach a broad range of audience demographics in the face of increasing fragmentation of audience shar
rall industry is facing several issues with regard to its advertising revenue, including (1) audience fragmentation cansed by the proliferation of other television networks, video
| offerings from cable and satellite companies and broadband eontent offerings; (2) the deployment of digitai video recording devices (DVRs), allowing consumers to lime shift
yming and skip or fast-forward through advertisements; and (3) consolidation within the advertising industry, shifting more leverage to the bigger agencies and buying groups.
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Discavery Networks U.S.

Yiscovery networks U.S. currently operates 13 channels and provides distribution and advertising sales services for BBC America. The division's channels include Discovery Cl
Animal Planet, Travel Channe}, Discovery Health, Fit TV and the following emerging digital tier networks: The Science Channel, Discovery Kids, The Military Channel, Disce
, Discovery Times, Discovery en Espafiol and Discovery HD Theater, which we refer to collectively as the emerging networks. All of these channels are wholly owned by Disc
han Animal Planet, in which Discovery's shareholders, collectively, and the British Broadcasting Corporation (BBC) each own 20%, and Discovery Times, in which The New

. Company owns 50%. At December 31, 2004, News Corporation, Ine. owned 10% of each of Discovery Health and Fit TV, however, Discovery acquired their remaining owne
its and seitled other obligations for $97,772,000 in the first half of 2005, The division also operates web sites related to its channel businesses and various other new media busi
ing a video-on-demand offering distributed by verious cable operators.

ollowing is a summary of subseription units for the U.S. network's primary channcls as wel} as the aggregate subscription units associated with its emerging networks:

Subscription units at December 31,

2004 2003 2002

(amounts in thousands)

Discovery Channel 89,500 88 3500 87,000
TLC(1) 87,900 87,000 85,000
Animal Planet 86,400 84,500 81,100
Travel Channel 77,000 74,100 68,400
Discovery Health 54,900 48,300 41,000
Fit TV 35,900 31,900 29,000
Emerging networks 187,300 172,600 §7.000
Cumulative subscription units 618,900 586,900 488,500

Excludes 6.9 million, 6.7 million and 6.6 million subscription units associated with the U.S. feed of TLC ifo certain markets in Canada.

egarding BBC America Representation: The above subseription units information excludes 40.9 million, 37.6 miltion and 33.2 million subscription units for BBC America, a s
h Discovery does not have an ownership interest but is responsible for distribution and advertising sales services in the United States.

Discovery Networks International

scovery networks intemational, or the international networks, manages a portfolio of channels, led by Discovery Channel and Animal Planet, that are distributed in virtually ev
avision market in the world via an infrastructure that includes major operational centers in London, Singapore, New Dethi and Miami. Discovery networks international current
5 over 85 separate feeds in 33 languages with channe) feeds cnstomized according fo language needs and advertising sales opportunities. Most of the division's channels are wh
by Discovery with the exception of (1} the international Animal Planet channels, which are generally joint ventures in which the BEC owns 50%, (2) People + Arts, which ope
1 America and Iberia as a 50-50 joint venture with the BBC and (3) severai channels it Japan and Canada, which operate as joint ventures with strategically important Jocal par
1 the U5, networks division, the international networks operate web sites and other new media businesses, In 2004, the group undertook a major new initiative to re-launch
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1 existing networks and lannch several new networks to create a package of three lifestyle-focused networks for distribution on a global basis,

ollowing is a summary of subscription units for the international networks by geographic region as estimated by Discovery's management:

Subscription Units at December 31,

2004 2003 2002

(amounts in thousands)

Europe* 153,700 133,200 116,000
Latin America 83,100 71,000 64,800
Asia 331,200 229,400 168,400

Cumulative subscription units 565,000 433,600 3402

Eurepe includes Middie East and Africa

ote: A significant number of the subscription units included above, particularly in Asia, represent subscribers that are reached through branded programming blocks on other
ks, which are provided without charge.

Discovery Commerce, Education & Other

his group includes Discovery commerce, which operates a chain of retail slores in the United States thai offer lifestyle, health, science and education-oriented products, gs well
ts specifically related to programming on Discovery's networks. This division also operates a catalog and electronic commerce business selling products similar to that sold in 1
ery Channel Stores, as well as a licensing business that licenses Discovery trademarks and intellectual property to third parties for the purpose of creating and selling retail
ndise.

1is group also includes Discovery education. Since 2003, Discovery has acquired three companies which were involved in the streaming business. In 2004, the company expant
| its traditional education businesses of siring educational programming on its networks and selling hard copies of such programs to schools and began streaming educational vi
! into schools via the internet. Discovery education now operates United Streaming, a leading educational broadband streaming service in the United States. This service eams
= through annual subscription fees paid by schools and school districts which use the service.

Discovery Stockholders' Agreement

subsidiary of ours, together with Cox Communications and Advance/Newhouse, and John Hendricks, the founder and Chairman of Discovery, are parties to a Stockholders’

yent. We own 50%, and Cox Communications and Advance/Newhouse each own 25%, of Discovery. Mr. Hendricks is the record holder of one share of capital stock of Discov
r, Mr. Hendricks cannot transfer this share, the share is subject to an irrevocable proxy in favor of Advance/Newhouse and the share is subject to a call arrangement pursuant te
tdvance/Newhouse can purchase the share. Accordingly, we treat such share as being owned by Advance/Newhouse for purposes of Advance/Newhouse's percentage ownersh
1y as deseribed in this information statement, As s "close corporation” under Delaware law, the stockholders manage the business of Discovery, rather than a board of director
ylders' Agreement provides that a number of decisions affecting Discovery, such as, among other things, a decision to effect a fundamental change in its business, a merger or ¢
s combination, issuance of Discovery's equity securities, approval of transactions between Discovery, on the one hand, and any of its stockholders, on the other hand, and adop
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sery's annual business plan, must be approved by the holders of 80% of its outstanding capital stock. In addition, other matters, such as the dectaration and payment of dividend
ital stoelk, require the approval of the helders of a majority of Discovery's ontstanding capital stock.

ccause we own 50%, Cox Cammunications owns 25% and Advance/Newhouse owns 25% of the stock of Discovery, any one of us may block Discovery from taking any actio
s 80% approval. In addition, because Cox Communications and Advance/Newhouse, on the one hand, and our company, on the other, each owns 50% of the outstanding stock
rery, there is the possibility that the stockholders could deadlock over varions other matters, which require the approval of the helders of a majority of its capital stock. To reduc
ility that this could occur, the stockholders have given John Hendricks, the founder and Chairman of Discovery, the right (but not the obligation), subject to certain limitations,

to bregk a deadlock on certain matters requiring & majority vote for approval.

he Stockholders' Agreement also restricts, subject to certain exceptions, the ability of a stockholder to transfer its shares in Discovery to a third party. Any such proposed transf
{ to a pro rata right of first refusal in favor of the other stockholders. If all of the offered shares are not purchased by the other stockholders, then the selling stockholder may sel
ered shares to the third party that originally offered to purchase such shares at the same price and on the same terms, provided that such third party agrees to be bound by the
ions contained in the Stockholders' Agreement. In addition, in the event that either Cox Communications or Advance/Newhouse proposes to transfer shares, Cox Communicati
ce/Newhouse, whichever is not proposing to transfer, would have a preemptive right to buy the other's shares, and if it does not elect to purchase all such shares, then the remarn
wauld be subject to the pro rata right of first refusal deseribed above.

he Stockholders’ Agresment also prohibits Cox Communications, Advance/Newhouse and our company from starting, or acquiring a majority of the voting power of, a basic
mming service carried in the United States that consists primarily of documentary, science and nature programming, subject to certain exceptions.

 connection with the spin off, LMC contributed to us 100% of an entity that owns a 10% interest in the Animal Planet limited parinership. The other partners of the Animal Pla
: Discovery, Cox Communications, Advance/Newhouse and the BBC. The Stockholders’ Agreement prohibits us from selling, transferring or otherwise disposing of either of tt
aries that hold the Discovery interest or Animal Planet interest, respectively, unless, after such transaction, such subsidiaries are controlled by the same person or entity.

\e foregoing summary of the Discovery Stockholders' Agreement is qualified by reference to the full text of the agreement and amendments, which are filed as exhibits to the
0 registration statement of which this information statement is a part.

RAPHIC AREAS

ease sec Note 15—Information about Operating Segments of our Combined Financial Statements included in this information statement for certain financial information in eac
phic area in which we conduct business.

DMERS

r the year ended December 31, 2004, no single customer accounted for more than 10% of Ascent Media's consolidated revenue. Although Ascent Media serviced over 4,000
ers during the year ended December 31, 2004, its ten largest customers accounted for approximately 45% of its consolidated revenue and its single largest customer accounted
mately 7% of its
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idated revenue during the period. The loss of, and failure to replace, any significant portion of the services pravided to any significant customer could have a matenial adverse ¢
ent Media.

or the year ended December 31, 2004, no single customer accounted for more than 10% of Discovery's consolidated revenue.
'LATORY MATTERS
Ascent Medin

»me of Ascent Media's subsidiary companies hold licenses and authorizations from the Federal Communications Commission, or FCC, required for the conduct of their busines
ng earth station and varions classes of wireless licenses and an autharization to provide certain services pursuant to Section 214 of the Communications Act. Most of the FCC
s held by such subsidiaries are for transmit/receive earth stations, which cannot be operated without individual licenses. The licenses for these stations are granted for a period ¢
years and, while the FCC generally renews licenses for satellite enrth stations, there can be no assurance that these licenses will be renewed at their expiration dates. Registratic
e FCC, rather than licensing, is required for receiving transmissions from domestic satellites from points within the United States. Ascent Media relies on third party licenses or
zations when it and its subsidiaries transmit domestic satellite traffic through earth stations aperated by third parties. The FCC establishes technical standards for satellite

ission equipment that change from time to time and requires coordination of earth stations with land-based microwave systems st certain frequencies to assure non-interference
ission equipment must also be installed and operated in a manner that avoids exposing humans to harmful levels of radio-frequency radiation, The placement of earth stations «
ntentiae also is typically subject to regulation under local zoning ordinances.

Discovery

the United States, the FCC regutates the providers of satellite communications services and facilities for the transmission of programming services the cable television systems
1ch services and, to some extent, the avajlability of the programming services themselves through its regulation of program licensing. Cable television systems in the United St
» regulated by municipalities or other state and local government authorities and are currently subject to federal rate regulation on the provision of basic service. Continued rate
on or other franchise conditions could place downward pressure on the fees cable television companies are willing or able to pay for the Discovery networks. Regulatory carria
ments also could adversely affect the number of channels available to carry the Discovery networks,

e Cable Television Consumer Protection and Competition Act of 1992 (the 1992 Cable Act) directed the FCC to promulgate regulations regarding the sale and acquisition of ¢
nming between multi-chanmel video programming distributors (including cable operators) and satellite-delivered programming services in which a cable operator has an attribu
- Because cable operators have an atmibutable interest in Discovery, the Discovery networks are subject to these rules. The legislation and the implementing regulations adoptec
 prechude virtually all exclusive programming contracts between cable operators and satellite programmers affiliated with any cable operator and the 1992 Cable Act requires |
filiated programmers make their programming services available to cable operators and competing multi-channel video programming distributors on terms and conditions that ¢
r discriminate among distributors. As a result, Discovery has not been, and will not be, able to enter into exclusive distribution agreements, which could provide mare favorable
180 non-exclusive agreements.

e 1692 Cable Act required the FCC, among other things, to prescribe rules and regulations establishing reasonable limits on the number of channels on a cable system that will
| to carry
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mming in which the owner of such cable system has an attributable interest. In 1993, the FCC adopted such channel carriage limits, However, in 2001, the United States Court
s for the District of Columbia Cireuit found that the FCC had failed to justify adequately the channel carriage lirmit, vacated the FCC's decision and remanded the rufe to the FY
r consideration. Tn response to the Court's decision, the FCC issued a further notice of proposed rulemaking in 2001 to consider channe) carriage limitations. The FCC issued a |
r Notice of Proposed Rulemaking on May 17, 2005, requesting comment on these issues. If such channel carriage limitations are implemented, the ability of Cox Communicati

dvanee/Newhouse to carry the full range of Discovery's networks could be limited.

he 1992 Cable Act granted broadcasters a choice of must carry rights or retransmission consent rights. The rules adopted by the FCC generaily provided for mandatory carriage
systems of all loea] full-power commercial television broadcast signals selecting must carry rights and, depending on a cable system's channel capacity, non-commercial televisi
ast signals. Such statutorily mendated carriage of broadcast stations coupled with the provisions of the Cable Communications Palicy Act of 1984, which require cable televisi
1s with 36 or more "activated” channels to reserve a percentage of such channels for commercial use by unaffiliated third parties and permit franchise authorities to require the
or to provide channel capacity, equipment and facilities for public, educational and government access channels, could adversely affect the Discovery networks by limiting ther
e of such services in cable systems with limited channel capacity. In 2001, the FCC adopted rules relating o the cable carriage of digital television signals. Among other things
larify that a digital-only television station can assert a right to analeg or digita) carriage on a ceble system. The FCC initiated a further proceeding to determine whether televisi
5 may assert rights to carriage of both analog and digital signals during the transition to digital television and to carriage of all digital signals. On February 10, 2005, the FCC d
tory dual carriage of a television station's analog and digital signals during the digital television transition and mandatory carriage of all digital signals, other than its "primary”
sion station owners have petitioned the FCC to reconsider its decision and are seeking legislative change.

1 2004, the FCC's Media Bureau canducted a notice of inquiry proceeding regarding the feasibility of selling video programming services “a la carte”, 1.¢. on an individual or so
sis. The Media Bureau released a report on November 19, 2004, which concluded that a la carte sales of video programming services would not result in lower video programm
ar most consumers and that they wonld adversely affect video programming networks. Although the FCC concluded this proceeding, it is possible that Congress may consider ¢
roposals in the future,

 general, authorization from the FCC must be obtained for the construction and operation of & communications satellite. Satellite orbital slots are finite in number, thus limiting
r of carriers that can provide satellite transponders and the number of transponders available for transmission of programming services. At present, however, there are numerou
ing satellite service providers that make transponders available for video services to the cable industry. The FCC also regulates the earth stations uplinking to and/or downlinki
ich satellites.

he regulation of programming services is subject to the political process and has been in constant flux over the past decade. Further material changes in the law and regulatory
ments must be anticipated and there can be noe assurance that our business will not be adversely affected by future legislation, new regnlation or deregulation.

International Regulatory Matters

deo distribution and content businesses are regulated in each of the countries in which we operate. The scope of regulation varies from country to country, although in some
ant respecta regulation in Western European markets is harmonized under the regulatory structure of the European
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_which we refer to as the EU. Adverse regulatory developments could subject our businesses to a number of risks. See "Risk Factors—Factors Relating to our Business—Our
sses are subject to risks of adverse government regulation.” Regulations could limit growth, revenues and the number and types of services offered. In addition, regulation may
{ our operations and subject them to further competitive pressure, including restrictions imposed on foreign programming distributors that could limit the content they may carr
hat affect us ndversely. Failure 1o comply with current or future regulation of our businesses could expose our businesses to various penalties.

PETITION

he creative media services industry is highly competitive, with much of the competition centered in Los Angeles, Californig, the largest and most competitive market, particula
fic television and feature film production as well as for the management of content libraries. We expect that competition will increase as a result of industry consolidation and
es, as well as from the emergence of new competitors. In particuiar, major motion picture studios such as Paramount Pictures, Sony Pictures Corporation, Twentieth Century ¥
sal Pictures, The Walt Disney Company, Metro-Goldwyn-Mayer and Warner Brothers, while Ascent Media's customers, can perform similar services in-house with substantial
- financial resources than Ascent Media's, and in some cases significant marketing advantages. These studios may also outsovrce their requirements to other independent provic
- or to other studios. Thomson, a French corporation, is aiso a majer competitor of Ascent Media, particularly under its Technicolor brand. Ascent Media also actively competes
 industry participants that have a unique operating niche or specialty business. There is no assurance that Ascent Media will be able fo compete effectively against these compe
- believe that Ascent Media's breadth of services is unique among most of its competitors in the entertainment services industry, particularly in terms of the range of service off
t Media provides within each business segment. We believe that Ascent Media's reputation and brand names are acknowledged end recognized for their contribution to creating
- content, and that Ascent Media's sbility to offer integrated solutions within and across its business segments sets it apart from its competitors. We believe that Ascent Media's
titive advantages lie in the breadth and scalability of its services and the ability to package those services in a cost effective manner, the reputation and accessibility of its creati
its relationships with its client base and Ascent Media's ability to distribute content worldwide.

he business of distributing programming for cable and satellite television is highly competitive, both in the United States and in foreign countries. Discovery competes with oth
mmers for distribution on a limited number of channels. Increasing concentration in the multichanne] video distribution industry could adversely affect Discovery by reducing t
r of distributors available to carry Discovery's networks, subjecting more of Discovery's subscriber fees o volume discounts and increasing the distributors' bargaining power i
ating new affiliation agreements. Once distribution is obtained, Discovery's programming services compete, in varying degrees, for viewers and advertisers with other cable anc
adeast television programming services as well as with other entertainment media, including home video, pay -per-view services, online activities, movies and other forms of ne
ation and entertninment. Discovery also competes, to varying degrees, for crentive talent and programming content. Our management believes that important competitive factar
: the prices charged for programming, the quantity, quality and venety of the programming offered and the effectiveness of marketing efforts.

ERTIES

‘e share our executive offices in Englewood, Colorado under a services agreement with LMC. All of our other real or personal property is owned or leased by our subsidiaries ¢
=
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 scent Media's aperations are conducted at over 100 properties. In the United States, Ascent Media occupies owned and leased properties in California, Connecticut, Florida, Gt
ersey and New York; the network services group also operates a satellite earth station and related facilities in Minnesota. Internationally, Ascent Media has owned and leased
ties in London, England. In addition, the creative services group operates a leased facility in Mexico City, Mexico, the media management services group has a 50% owned eq
te with facilities in Barcelona and Madrid, Spain, and the network services group operates two leased facilities in the Republic of Singapore. Worldwide, Ascent Media leases
cimately 1.3 million square feet and owns another 370,000 square feet. In the United States, Ascent Media's leased properties total approximately 1 million square feet and have
ng between September 2005 and December 2012. Several of these agreements have extension options. The leased propertics are used for our technical operations, office space :
storage. Ascent Media's international leases have terms that expire between September 2005 and August 2019, and are also used for technicat operations, office space and med
¢. Over half of the international leases have extension clauses. Approximately 240,000 square feet of Ascent Media's owned properties are located in Southern California, with
.r 80,000 square feet located in Northvale, New Jersey, Atlanta, Georgia, Minneapolis, Minnesota and Stamford, Connecticut. In addition, Ascent Media owns approximately 5
. feet in London, England. Nearly all of Ascent Media's owned properties are purpose-built for its technical and creative service operations. Ascent Media's facilities are adequa
t its current near term growth needs.

iscovery’s operations are conducted from over 35 facilities in 18 countries. Discovery owns its global corporate headquarters in Silver Spring, Maryland and ewns an originatic
s and data center in Sterling, Virginia. In addition, Discovery leases regional office space elsewhere in the North America, Europe, Latin America, Asia, Australia and India.
rery leases retail space for its Discovery Channel Stores.

LOYEES

Je currently have no corporate employees. We anticipate that subsequent to the spin off, LMC will provide us with certain management and administrative services pursuant to
s apreement, which will include the services of our executive officers who will remain executive officers of LMC after the spin off. See "Inter-Company Agreements—Service
ment."

s of December 31, 2004, Ascent Media had approximately 3,800 employees, most of which worked on a full-time basis. Approximately 2,400 of Ascent Media's employces wi
ved in the United States, with the remaining 1,400 employed outside the United States, principally in the United Kingdom and the Republic of Singapore. Approximately 350 o
 Media's employees belong to either the International Alliance of Theatrical Stage Employees in the United States or the Broadcasting Entertainment Cinematograph and Theat
in the [nited Kingdom,

s of December 31, 2004, Discovery had approximately 3,800 employees.
L PROCEEDINGS
Ascent Media

n November 30, 2001, Paul Dujardin filed a complaint against LMC and Ascent Media in the U.S. District Court for the Southern District of New York, alleging violations of
1 10(b), Rule 10b-$ and Section 20(a) of the Securities Exchange Act of 1934, common law frand, negligent misrepresentation, breach of the earnout provisions of an acquisitic
ent involving the sale of Mr. Dujardin's company, Triumph Communications, Inc., to Ascent Media in July 2000, and breach of contract for failure to make Mr. Dujardin head
as then known as Ascent Media's "networks group.” Mr. Dujardin cleims in excess of $15 million in compensatery damages, phus unspecified punitive damages. On February |
Ascent Media and LMC filed a motion to dismiss
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ujardin's complaint in its entirety, On March 15, 2005, the court issued an order granting in substantial part the motion to dismiss. Specifically, the court dismissed with prejudi
ties fraud claims based on allegations that Ascent Media and LMC engaged in transactions designed to conceal the value of Ascent Media's stock. The court alse dismissed wit
lice the breach of contract claim for failure to make Mr. Dujardin head of the networks group. The court then dismissed, but without prejudice, the securities fraud and common
claims based on allegations that Ascent Media falsely promised to appoint Mr. Dujardin president of the networks group and granted Mr. Dujardin permission to reassert these
3 in an amended complaint. On April 4, 2005, Mr. Dujardin filed an amended complaint against Ascent Media and LMC aileging a violation of Section 10(b). Rule 10b-5 and
n 20 of the Securities Exchange Act of 1934, and a commoan law fraud claim, each based solely on allegations that Ascent Media falsely promised to appoint Mr. Dujardin pres
networks group. Mr. Dujardin claims in excess of $10 million in compensatory damages, plus unspecified punitive damages, on his fraud ¢laims, Mr, Dujardin also seeks dam:
ximately $1,050,000 against Ascent Media arising out of a breach of contract claim involving the eamout provisions of the Trumph acquisition agreement. On May 4, 2005, A
 filed its answer to the amended complaint. Ascent Media contends that it has satisfied its obligations to Mr. Dujardin by delivering to him the earnout shares at issue and that,
any alleped monetary damages are substantially less than the amounts sought by Mr. Dujardin in the amended complaint. Ascent Media believes that Mr. Dujardin's remaming
thout merit and intends to vigorously defend its rights. However, no assurance can be given that Ascent Media will prevail in such litigation. Pursuant to the reorganization agr
ntered inta prior to the spin off, we will agree to mdemmfy LMC from any liability and expenses relating to this matter. See "Certain Inter-Company Agreements—Agreemen
—Reorganization Agreement.”

1 addition, Ascent Media, or its operating entities, is a defendant and may be a potential defendsnt {or may be obligated to indemnify or reimburse a named defendant), in Jawst
, arising in the ordinary course of business. While the outcomes of such claims, lawsuits, or other proceedings cannot be predicted with certainty, management expects that suck
v, to the extent not provided for by insurance or otherwise, will not have & material adverse effect on (he financial condition of Ascent Media.

Discovery

iscovery is involved in litigation incidental to the conduct of its business. While the outcome of such litigation cannot be predicted with certainty, Discovery does not expect th
ne of such litigation will have a material adverse effect on the financial conditien of Discovery.
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tors and Executive Officers

MANAGEMENT

[he following table sets forth certain information concerning our directors and executive officers, including a five year employment history and any directorships held in public

ATILES!

Positions

Z. Malone
March 7, 1941

t R. Bennett
April 19, 1958

I.A. Flowers
May 17, 1954

. Gould
September 27, 1945

Voy Robison
eptember 6, 1935

L. Rosenthaler
\ugust 29, 1959

ypher W. Shean
uly 16, 1965

Chief Executive Officer and Chairman of the Board of our company since March 9, 2005, and
a director of our company since May 3, 2005. Dr. Malone has served a3 Cheirman of the
Board and a director of LMC since 1990, Dr. Malone served as Chairman of the Board and a
director of Liberty Satellite & Technology, Ine. from December 1996 to Augtist 2000,

Dr. Malone also served as Chairman of the Board of Tele-Communications, Inc. ' TCI"}
from November 1996 to March 1999; and Chief Executive Officer of TCI from January 1994
to March 1999. Dr. Malone is Chairman of the Board of LG and a director of The Bank of
New York.

President of our company since March 9, 2003, and director of our company since May 3,
2005. Mr. Bennett has served as President and Chief Executive Officer of LMC since
April 1997 and has held various executive positions since LMC's inception in 1990.

Mr. Bennett is a director of LMC and OpenTV Corp.

Senior Vice President and Treasurer of our company since March 9, 2005. Mr. Flowers has
served as Senior Vice President of LMC since October 2000 and Treasurer of LMC since
April 1997. Mr. Flowers served as a Vice President of LMC from June 1995 to October 2000.

A Director of our company since May 3, 2005. Mr. Gould has also served as a Managing
Director and Executive Vice President of Allen & Company Incorporated, an investment
banking services company, for more than the last five years. Mr. Gould is a director of LMC,
Ampco-Pittsburgh Corporation and L.GI

A Director of our company since May 3, 2005. Mr. Robison has been executive director and o
board member of The Anschutz Foundation (a private foundation) since January 1998.
Mr. Robisen is a director of LMC.

Senior Vice President of our company since March 9, 2005. Mr. Rosenthaler has served as a
Senior Vice President of LMC since April 2002, Prior to joining LMC, Mr. Rosenthaler was a
tax partner in the accounting firm of Arthur Andersen LLP for more than five years.

Senior Vice President and Controlier of our company since March &, 2005. Mr. Shean has
served as Senior Vice President of LMC since January 2002 and Controller of LMC since
October 2000. Mr. Shean served as a Vice President of LMC from October 2000 until
January 2002. Prior to joining LMC, Mr. Shean served in the assurance practice of the
accounting firm of KPMG LLP for more than five years, most recently as a partner.
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s Y. Tanabe Senior Vice President, General Counsel and Secretary of our company since March 9, 2005,
November 27, 1951 Mr. Tanabe has served as Secretary of LMC since April 2001 and a Senior Vice President and
Generat Counse! of LMC sinee January 1999.

id Wargo A Director of our company since May 3, 2005. Mr. Wargo has served as President of

detober 1, 1953 Wargo & Company, Inc., a private investment company specializing in the communications
industry, since January 1993, Mr, Wargo is a director of Strayer Education, Inc., OpenTV
Corp. and LGL

he executive officers named above will serve in such capacities unti] the next annual meeting of our hoard of directors, or unti! their respective successors have been duly electe
een qualified, or until their earlier death, resignation, disqualification or removal from office. There is no family relationship between any of the directors, by blood, marriage o
O,

uring the past five years, none of the above persons has had any involvement in such legal proceedings as would be material fo an evaluation of his or her ability or integrity.

Composition

ur board of diregtors currently consists of five directors, divided among three classes. Qur Class I director, whose term will expire at the annual meeting of our shareholders in !
wid Wargo. Our Class I directors, whose term will expire at the annual meeting of our shareholders in 2007, are Paul A. Gounld and M. LaVoy Robison. Our Class III directors
term will expire at the annual meeting of our shareholders in 2008, are Robert R. Bennett and John C. Malone. At each annual meeting of our shareholders, the successors of th
f directors whose term(s) expire at that meeting shall be elected to hold office for a term expiring at the annual meeting of our sharcholders held in the third year following the 3
ection. The directors of each class will hold office until their respective death, resignation or removal and untit their respective successors are elected and qualified.

ittees of the Board

ur board of directors has established an execntive committee, whose members are Robert R. Bennett, Paul A. Gould and John C. Malone. Except as specifically prohibited by 1l
1 Corporation Law of the State of Delaware, the executive committee may exercise afl the powers and anthority of our board in the management of our business and affairs, inc
ver and authority to authorize the issuance of shares of our capital stock.

ar board of directors has also established an audit committee, whose members are Mr. Gould, Mr. Robison and Mr. Wargo. The audit committee will review and monitor the
ite financial reporting and the internal and external audits of our company. The committee's functions will include, among other things:

. appointing or replacing our independent auditors;

. reviewing and approving in advance the scope and the fees of our annual audit and reviewing the results of cur audits with cur independent auditors;
. reviewing and approving in advance the scope and the fees of non-audit services of our independent auditors;

. reviewing compliance with and the adequacy of our existing major accounting and financial reporting policies;
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. reviewing our management's procedures and policies relating to the adequacy of our intemal aceounting contrals and compliance with applicable laws relating to acco

prectices;

. reviewing compliance with applicable Securities and Exchange Commission, stock exchange and national association of securities dealers rules regarding audit comm
and

. preparing a report for our annual proxy statement.

Yur board of directors has established a compensation committee, whose members are Mr. Gould, Mr. Robison and Mr, Wargo. The compensation committee will review and
mendations to our board regarding all forms of compensation provided to our executive officers and directors. In addition, the compensation committee will review and make
mendations on bonus and stock compensation arrangemtents for all of our employees and will have sole respensibility for the administration of our incentive plan.

he hoard, by resolution, may from time to lime establish certain other committees of the board, consisting of one or more of our directors. Any committee so established will he
s delegated ta it by resolution of the board, subject to applicable law.

tive Compensation

Ve have not yet paid any compensation 1o any of our executive officers and, for the immediate future, our executive officers will not receive any compensation directly from us.
n off, each of our executive officers will continue to be employed and compensated by LMC. Pursuant to the services agreement between us and LMC, we will make payments
hased upon a portion of LMC's cost for our executive officers (taking into account wages and benefits) based upon the anticipated percentages of time to be spent by our execut
5 performing services for us. See "Certain Inter-Company Agreements—Agreements with LMC—Services Agreement.” The following tables set forth information relaling to
nsation from LMC o our Chiel Executive Officer and each of the other persons who we anticipate will serve as our four other most highly compensated executive officers foll
n off, who we refer to as our "named executive officers." The compensation set forth below does not necessarily reflect the compensation to be paid by our company to our nan
ive officers in the future.
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Summary Compensation Table

Annusal Lonp-Term
Compensation Compensation
Name and Principn] Other Securities
Pasition Annual Undetlying All Other
with Liberty Year Salary(1) Bonus . Compensalion OGptions/SARs Cuom pensation

>, Malone 2004 $ 2,700 % — 3 642,071(3) — $ 276(6)
Executive Officer 2003 8% 2,600 $ — 3 435,857(3) — $ 260(6)

2002 § 4,200 £ — 5 207,050(3) — $ 410(6)
t R. Bennett 2004 $ 1,038,462 $ 1,000,000 % 235,026(4) 1,000,000 b3 20,500(6)
ent 2003 % 1,060,000 $ — 3 200,022(4) 1,000,000 $ BI7,521(6)(

2002 % 1,000,000 5 — % 251,432(4) — $ 20,000(6)
LA Flowers 2004 $ 516,846 $ — 8 — 250,000 $ 20,500(6)
Vice President and 2003 $ 438000  § — % — 200,000  $ 20,000(6)
rer 2002 % 425,000 $ — — — 20,000(6)
E. Rosenthaler 2004 % 550,308 5 -— § — 250,000 $ 20,500(6)
Vice President 200 3 514,423 $ — & - 250,000 $ 20,000(6)

2002 $ 367,692(2) §% — & - 513,000(5) % 17,307(6)
s Y. Tanabe 2004 % 676,866 $ — % — 225,000 5 20,500(6)
Vice President and 2003 § 632,788 3 — % — 250,000 $ 20,000(6)
1l Counsel 2002 % 615,000 % — 8 — — § 20,000¢6)

In 2002 and 2003, LMC's executive officers' annual salaries were based on 26 bi-weekly pay periods per year. In 2004, due to the timing of LMC's pay days, the executive off
anpual salaries were based on 27 bi-weekly pay periods.

Mr, Rosenthaler’s employment with LMC commenced on April 1, 2002. Accordingly, the 2002 compensation included in the table represents nine months of employment.

Includes $216,236, $317,970 and $240,443 of compensation related to Dr. Malone's personal use of LMC's aireraft and flight crew during 2004, 2003 and 2002, respectively, -
compensation has been calculated hased upen the aggregate incremental cost of such usage to LMC. In accordance with applicable Treasury Regulations, LMC incluaded in
Dr. Malone's reportable income for 2004, 2003 and 2002 $74,163, $111,997 and $76,735, respectively, of compensation related to his personal use of LMC's aircraft and fligh
crew. Also includes $425,835, $213,219 and $188,127 in 2004, 2003 and 2002, respectively, related to reimbursement of Dr, Malone's legal and accounting fees for tax and es
planning purposes. Dr. Malone’s employment agreement with LMC was amended in 2003 to provide for payment or reimbursement of professional fees and other expenses ing
by Dr. Malone for estate, tax planning and other services, and for persanal use of LMC's aircraft and flight crew. The aggregate amount of such payments or reimbursements a
value of his personal use of LMC's aireraft is limited ta $500,000 per year. For purposes of Dr. Malone's employment agreement, the value of his aireraft use is determined in

accordance with applicable Treastiry Regulations.

Includes $184,359, $187,809 and $245,763 of compensation related to Mr. Bennett's personal use of LMC's aircraft and flight crew during 2004, 2003 and 2002, respectively,
compensation has been caloulated based npon the aggregate incremental cost of such usage to LMC, In accordance
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with applicable Treasury Regulations, LMC included in Mr. Bennett's reportable income for 2004, 2003 and 2002 $71,926, $68,525 and $66,525, respectively, of compensati
related (o his personal use of LMC’s aircraft and flight crew. During calendar years 2003 through 2008, Mr. Bennett is entitled to compensation relating to his personal use of
aircraft and flight crew averaging $250,000 per year. The value of this usage will be calculated based upon the aggregate incremental cost of this usage to LMC.

The numbers of shares reflect adjustments for LMC's rights offering which concluded in December 2002,

Amounis represent contributions to the Liberty Media 401(k) Savings Plan {the "Liberty Savings Plan"). The Liberty Savings Plan provides employees with an opportunity to
for retirement. The Liberty Savings Plan participants may contribute up to 10% of their compensation, and LMC contributes & matching contribution of 100% of the participa
contributions. Participant contributions to the Liberty Savings Plan are fully vested upon contribution.

Generally, participants acquire a vested right in LMC contributions as follows:

Years of service Vesting Percentape

Less than 1 0%
1-2 33%
2-3 66%
3 or more 100%

With respect to LMC contributions made to the Liberty Savings Plan in 2004, 2003 and 2002, all of the named executive officers are fully vested. Directors who are not emple
of LMC are incligibie to participate in the Liberty Savings Plan. Under the terms of the Liberty Savings Plan, employees are eligible to participate after three months of servic

Pursuant to the terms of an agreement entered into in 1991, from January 1992 thiough December 2001, LMC paid the premiums due on two $1,250,000 split-dollar, whole h
insurance policies for the benefit of Mr. Bennett, and Mr. Bennett granted an assignment of policy benefits in LMC's favor in the amounts of the premiums LMC paid. Consist
with the terms of the agreement, in 2003, the compensation committee of LMC's board of directors determined to tertninate the assignment in LMC’s favor of, and all LMC's
obligations under, these policies. In connection with this termination, Mr. Bennett is not required to repay any premiums LMC paid on these policies. LMC has treated the
termination of assignment of policy benefits in its favor as & compensatory bonus to Mr. Bennett in an amount equal to the aggregate cash surrender value of the policies ($397
and LMC paid Mr. Bennett an amount equal to the remaining premium payments necessary to fully fund the unfunded policy ($48,777), together with an additional $350,909
"gross-up" to account for taxes due on the total bonus. In addition, LMC reimbursed Mr. Bennett for the September 2002 premium payment he made on the unfunded policy ir
amount equal to $16,259.

 and SAR Grants in Last Fiscal Year

e did not grant any stock options or stock appreciation rights to our named executive officers during the year ended December 31, 2004, The grant of any stock options or stocl
ation rights following the spin off will be determined by the compensation committee of our board of directors. The following table sets forth certain information concerning st
- and stock appreciation rights granted under the Liberty Media Corporation 2000 Incentive Plan (as amended and restated
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ve April 19, 2004) during its fiscal year ended December 31, 2004, to our named executive officers:

Percent
Numher af of tatal
securities SARs Exercise
underlying granted to or base CGrant date
SARs em ployees in price LExpiration present
granted fiscal year ($/shi(1) Date value(2)
. Malone — — 8 _— — -
t R. Bennett 1,000,000 24.9% §$ 8.45 August 6, 2014 § 4,364,7]
LA Flowers 250,000 6.2% § 8.45 August 6,2014 § 1,061,17
E. Rosenthater 250,000 6.2% $ 845 August6,2014 % 1,001,17
s Y. Tanabe 225,000 56% § 8.45 August6,2014 § 982,06

Represents the closing market price per share of Liberty Series A common stock on August 6, 2004.

The value shown is based upon the Black-Scholes model and is stated on a present value basis. The key assumptions used in the model for purposes of this calculation include
following: (a) a 4.2% discount rate; (b) a 32.0% volatility factor; (c) the 10-year option term; (d) the closing price of LMC Series A commeon stock on August 6, 2004, and (&)
share exercise price of $8.43. The actual value realized will depend upon the extent to which the stock price exceeds the exercise price on the date the SAR is exercised.
Accordingly, the realized value, if any, will not necessarily be the value determined by the model.

ach option and stock appreciation right with respect to LMC common stock outstanding as of the record date will be adjusted in connection with the spin off. See "The Spin Of
rent of LMC Stock Incentive Awards” for a discussion of such adjustments.

LMI Spin Off Adjustment Option Grants

, connection with the spin off of its then-wholly owned subsidiary, LMI, in June 2004 and pursusnt to the antidilution provisions of the Liberty Media Corporation 2000 Incenti
s amended and restated effective Aprit 19, 2004), LMC's incentive plan committee determined to make adjustments to outstanding LMC options and stock appreciation rights

tively, Awards). As of the record date for the LMI spin off, which was 5:00 p.m., New York City time, on June 1, 2004, each outstanding Award held by LMC employees who
rtments that were expected to provide services to LMI were divided into (A) an option to purchase shares of the corresponding series of LMI common stock equal to 0.05 time
r of Awards held by the option holder and (B) an Award to purchase skares of LMC common stock equat 1o the same number and series of shares of LMC commeon stock for w
standing Award was exercisable prior to the adjustment. The aggregate exercise price of each Award was allocated between the new LMI option and the adjusted LMC Award,
. new LMI aption had an exercise price equal to the fair value of the applicable series of LMI common stock on the adjustment date and the remaining portion of the exercise o
f the Award was aliocated to the adjusted LMC Award, As a result of these adjustments, our named executive officers received LMI options, which were subsequently adfuste

!
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stion with the LMI rights offering that commenced on July 26, 2004, These LMI options, as so adjusted, are set forth in the table below:

Number of securities

underlying Series of LML
oplions granted Commaon Stock Exercise price Expiration date
. Malone 610,927 Series B $ 37.88  February 28, 2011
147 Series A h) 33.92  December 31, 2005
74 Series A $ 33.92 February 3, 2007
'R. Bennett 887,227 SeriesB § 37.88 TFebruary 28, 2011
8 SeriesA $ 33.92 November 17, 2004
1,364  Series A $ 33.92  July 11, 2007
53,192  Series A $ 3392 iy 31,2013
IA. Flowers 78,558 Series A $ 3392 February 28, 2011
10,639  Series A b 33,92 July 31,2013
E. Rosenthaler 27,277  Series A $ 33.92  Aprit 1, 2012
13,208  Senes A $ 3392 July 31, 2013
s Y. Tanabe 104,743 Series A $ 33.92  February 28, 2011
13,298  Series A % 33.92  Iuly 31, 2013

rate Option/SAR Exercises in Last Fiscal Year and Fiscal Year-End Option/SAR Values

one of our named executive officers held options to purchase our common stock during the year ended December 31, 2004. The following table sets forth certain information
ling exercises of options and/or stock appreciation rights for LMC's common stock during the year ended December 31, 2004, by our named executive officers:
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