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3 million book value of its investments in these joint ventures and future operating losses of these joint ventures that the Company is obligated to fund. These joint ventures have no

party debt.

The following tahle outlines the Company's joint ventures and the method of accounting during 2004, 2003 and 2002:

Accounting
Alfiliates: Method
- Joint Ventures with the BBC:

JV Network Consolidated
JV Programs Equity
Animal Planet United States (see Note 11) Consolidated
Animal Planet Europe Consolidated
Animal Planet Latin America Consolidated
People & Arts Latin America Consolidated
Animal Planet Asia Consolidated
Animal Planct Japan Equity
Animal Planct Canada Equily
Cther Ventures:

Discovery Times Channel (see Note 11) Consolidated
FitTV (fk.a. The Health Network) (see Note 11) Consolidated
Discovery Canada Equity
Discovery Japan Equity
Discovery Health Canada Equity
Discovery Kids Canada Equity
Discovery Civilization Canada Equily
Meteor Studios Equity

Combined financial information of the Company's unconsolidated ventures {amounts do not reflect any eliminations of activity with the Company):

Onperating Results, Year ended December 31,

Revenue
Income from operations
Net income (loss}

Balance Sheets, December 31,

Current assets

Total assels

Current liabilities

Total habilities

Total sharcholders’ equity or pariners' capital

2004 2003 2002
In thousands
$ 163,630 $ 145,786 b 106,598
26,201 13,278 4,806
8,688 1,155 (1,060)
2004 2003
In thoussnds

b 68,554 % 65,046

136,703 1772

21,817 17,880

46,683 42,382

90,020 75,390




THIS PAGE INTENTIONALLY LEFT BLANK

76-d

DHC.1.D.0000537



£5-d

I9)J813Y) VO[T p'§S PUY (00T UL UOL[H €S "BOOT UT UOT[TW § €5 ‘£00T UF UOTIUS /'§§ O0OT Ul UOI[IW §°SF “SIX

OIIW {"§§ ‘Sa0([0] 5B 218 53s63] [B11d6s Iopun susw drd winmous sininy 7107 ©1 [ 107 WO UOK[IW 95 pg pUB §00T Ul BOU[IUWN LZ6E “BO0T B UOT[[EM [46% “LOOT UT uoyiu 17§ “GUH
UOH I OOES ‘S00Z W suswied ot samofjof se ole ‘ojqerd saj0u Joro puw sases] {endso Jopun suotediiqo Burpnoxe SUSWAGURLIF 1gop Juano ay) Japun syuswied jediauud amn,

POOT “1€ 19Gasa(] e s)
‘spuapliAlp jo juswiAed oY) 4

0} SJUDWINISU] SATRALDP

LBUDACD WP {1 Yum 20uetjdwoo ul sear Auedwlo?y sy SIUIWISSALL pUe “S510sse Y2018 [e1deo Jo saseyoind pue “sioflaw s3uimoLnoy jBUOTIPPE *S]a858 JO
0 suonoLysal 308]d PuE SOIIEL [FIOUBUL] WTLIR0 Jeswl 0} Kupdwio]) ot} anmbai J8Y) SJUBKOACD UIBIUOD SIYON JOIUAY PUE ‘SUR0-T FUIA[OARY ‘SUEO] WUR ], U],

"1q2P $IT U0 SUOTIENION]J S)ES ISAUSIUT 0) 2InsodN2 ST AT

tosn Auedwoy) a1 ], ‘sonel adeisas] s, Auedwo;) 2y uo paseq (945.£°0 01 %4571 0 wosg Juiduer) 397 v sapnjout suo] JulajoadY] A JO 1803 T, "EONT PUB |

BULINp 94/ °7 PUB 946°7 PABRIDAR 2181 1S210JU 91} PUL “CO0Z PUE FOOT ‘1§ JHQUIDIDCT I8 045°T PUB %5/ ¢ STA SSUL[IDRJ 9531 UO 9181 J5a1ajul 38819 parydiom sy ] ‘soln1 ode1aas] s Ausd

3 uo paseq uidww e snyd a1y

notaaxd ] im pajeIdosse

1awmd Jo (,MOHIT.) 259 PRIeQ NUBqINU UOPUOT oY) uo paseq st ‘Apauenb apqeied st yoigm “ISaIS|u] PAINOISUN 2 SUBOT FUIA[RAY puB ULIS] [fY

"SUgo[ FUIA[0ASS pUE UEO]

;1500 pazi[eides U UOL[IU ¢ 'gf pasusdxs pue Aii1o8] ueo] Sura[oaal puE UL} MaT a1} Jo 1ed SE 51500 uioueuy pauajsp ur uoyfiw ¢ y§ pazijendes fusd

A Apfioe,] BUIA[0AY PUE UBOT] ULID ], MU € Yilm “SO0Z PUE pOOZ Ui SuLiew ‘sieor] SUSA{oAdY 91 PUE UBOT WMA ], 5y paouruLyal A|jnyssaoons Auedwo sy) ‘p(0T 2unf U]

HO'EER'L $ (BUSGHT $ uorpod juaung-
{ogL'L15) (9tL'6) uorpod jug
69 I1SET £70°805°T 14ap uua-Fua] |
190°8 68V ajqeied s310u 1
19961 YARYA sasea] [andes 19pun suonnE
000°SET 000'SET 7107 Iequiaidag anp 1S0I3)01 [UNUUT (IS ‘SAON JOIUIY Y
000°SS 000°5S 6007 Jaqusdag anp 511Ul [BNULUE [WIS ‘SAON JOIUSS o
000°02¢ 00007 1107 YoIRJA] S0P “ISaIs]U] [BNULUT [HISS ‘SAON JOIUIG o
000081 000081 8007 UDIBJA S0P “ISAUAIUT [BNUUE FWI3S ‘SHON JOIUSY
000°00¢ 000°00¢ 9007 USIBJAL S0P ISAISIUT [ETIUUR (WIS ‘SHON] JOWSG
OdO'vPEE'L — $00¢ pred ‘supo ] 3UIA[0AY PUE UBO™] UL, §'Of
1 000'8€T 6007 auny a0p *uv0T FUIA[OAIY (08
— $ 000°0sT'l $ 6007 O L007 wody Lpapenb anp ‘uso T ura ], (08

Spussnoy) Uy

€007

-

VI A3QINEII(] I waa),

WP w3 | -duo]



Mandatorily Redecmalle Interests in Subsidiaries

Mandaterily Redeemable Interests in Subsidiaries, December 31, 2004 2003

In thousands

Discovery Times $ 125763 % 123,896
FilTV ([ k.a. The Health Network) 92,874 94,000
Discovery Health Channel — 143,736
Animal Planet LLC 50,000 —
Animal Planet LP 48,730 48,620
People & Arts Latin Americz and Animal Planet Channel Group 2,200 —
Mandaterily redeemable interests in subsidiaries 5 319,567 $ 410,352

Discovery Times

n April 2002, the Company sold a 50% interest in Discovery Times Channel to the New York Times ("NYT*) for $100 million. Due toe NYT redemption|
ed in no gain or loss to the Company. While the Company consolidates the financial results of Discovery Times, no losses of Discovery Times have been
» the NYT's redemption feature, and the Company has recorded the interest held by NYT as mandatorily redeemable interest in a subsidiary,

NYT has the right, in Aprit 2005, and again in April 2006, to put its intefest back to the Company for a value determined by a specified formula, with a f)
g of $125 milhon in April 2003, and a floor of $80 million and a ceiling of $135 million in April 2006. The Company accretes or decretes the mandatoril
liary to its estimated redemption value through the redemption date. The Company updates its estimate of the redemption value each peried and based o
ompany will decrete to an amouni representing the estimated value of $101.1 million. The Company recorded decretion of $1.3 million in 2004 and acerd
nillion to minority interest expense in 2003 and 2002.

rights, this transaction
allocated to minority interes

por of $80 million and a

v redeemable interest in a
its most recent calculations,
tion of $7.0 million and

After 2006, the NYT has certain other protective rights that, if triggered and not cured, could require the Company to repurchase the NYT interest for a value determined by a specifie

ifa. )

FitTV (f.k.a. The Health Network)

“ox Entertainment Group (FEG) had the right, from December 2003 to February 2004, to put its FitTV interests back to the Company. In December 2003
intention to put its interest in FitlV back to the Company. The Company estimates that it will acquire this interest for approximately $92.9 million in 20(
tion of $1.1 million in 2004 and recorded accretion of $8.5 million and $11.1 million in 2003 and 2002 to minority interest expense.

Discovery Health Channel (DHC)

Juring the second quarter of 2004, Comcast put its DHC interests back to the Company for $148.9 million. The Company recorded aceretion of $5.1 mill
million to minority interest expense in 2004, 2003 and 2002.

F-54

. FEG notified the Company
5. The Company recorded
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Animal Planet LLC

Beginming March 2003, the BRBC has the right to put its Anima] Planet LLC (" APUS") interests back to the Company. In April 2004, the BBC notified the Company of its intention tc
5 interest in APUS back to the Company. The Company estimates a range of possible outcomes to acquire this interest. Given the uncertainty associated with the determination of the
redemption value of this interest (which will be based on the terms cutlined in the agreement), the Company has recorded accretion of $50.0 million in 2004 to minority interest

nse. At December 31, 2003, the Company determined there was no redemption value associated with this right.
Animal Planet LP

One of the Company's stockholders holds 44,000 senior preferred partnership units of Animal Planet LP ("APLP") that have a redemption value of $44.0

million and carry & rate of

1 ranging {rom 8.75% 1o 13%. Payments are made quarterly and totaled $4.6 million, $5.8 million and $4.4 million during 2004, 2003 and 2002. APLP's|senior preflerred partnership
may be called by APLP during the period January 2007 through Decemnber 2011 for $44.0 million, and may be put to the Company by the holder beginnjng in January 2012 for

) million. At December 31, 2004, and 2003, the Company has recorded this security at the redemption vatue of $44.0 million plus acerued retumns of $4.7
rred returns are recorded as a component of interest expense and aggregated $4.7 million in 2004, 2003 and 2002.

People & Arts Latin America and Animal Planet Channel Group

milhion and $4 6 miilion.

The BBC has the right, upon a failure of the People & Arts Latin America or the Animal Planet Channel Group (comprised of Animal Planet Furope, Animal Planet Asia, and Anima

t Latin America) to achieve certain financial performance benchmarks as of December 2005, and every three years thereafter, to put its interests back to
mined by a specified formula. The Company accretes or decretes the mandatoriiy redeemable equity in a subsidiary Lo its estimated redemption value thr
The redemption value is based on a contractual formula utilizing projected results of each network within the channel group. At December 31, 2004, the
nption value of $15.3 million. At December 31, 2003, the Company determined there was no redemption value associated with this right. Accretion to th
ded as a component of minority interest expense of $2.2 million in 2004.

Stockholders' Deficit

In September 2001, the Company sold 50,615 shares of Class B Non-voting Common Stock to its existing shareholders for $100.0 million. In September

the Company for ¢ value
sugh the 2005 redemption
Company has estimated a

: redemption value has been

2002, the Company

chased these shares for $109.0 miltion. The appreciation of the shares represented a fair transition value as was confirmed in consultation with an investment bank.

Stockholder Put Right

[n June 2003, the Company's founder, John Iendricks, put 215 outstanding shares of Class A Common Stock to the Company in exchange for $55.3 mill
action, outstanding loasns, sccured by Mr. Hendricks' shares and vested compensation units, of $23.6 million to Mr. Hendricks were repaid to the Compan
iase, the value of these
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s had been recorded as redeemable common stock and changes in value had been recorded to stockholders’ deficit.

The Company received o third party valuation to record the transactions. The valuation reflected a lower value for the Company than had been previously

estimated and, as a result, th

any decreased the carrying value of the stock by $13.7 million and reduced compensation expense recorded in prior years associated with the loans by $£.3 million in connection witl

ttlement.
Commitments and Contingeneies

The Company leases certain satelhite transponders, facilities and equipment under operating leases that expire through 2019, The Company is obligated ta
ments that expire throngh 2012

license programming under

Future Minimum Payments, Year ending December 31, Leases Programming Other Total
In thousands

2005 $ 80,088 $ 201,857 $ 66,170 $ 348,115
2006 67,689 64,857 52,908 185,454
2007 62,298 55,155 54,550 172,003
2008 57,336 55,893 46,570 159,799
2009 31,596 57,010 16,907 105,513
‘Thereafter 178,748 100,898 4,080 283,726
Totsl $ 471,755 $ 535,670 3 241,185 $ 1,254,610

*xpenses recorded in connection with operating leases, including rent expense, were $127.8 million, $128.7 miflion and $131.7 million for the years ende
002.

n connection with the long-term distribution agreements for certain of its European cable networks, the Company 1s committed to pay a satellite system g
1se in value of these networks, if any, at the termination of the contracl on December 31, 2006. The value of the networks ol the termination date, and the
aterinlly impucted by he terms of future renewed or extended distribution agreements with the satellite system operstor. The Commitment was designed
ed or extended agreement. However, the Company is currently unable to predict the terms and conditions of any renewsl or extension of the distribution
corded a liability associated with this arrangement based on the estimated value of the networks at the termination of the agreement if no renewal is in pl

d December 31, 2004, 2003

perator 25% to 49% of the
Company's ligbility thereon,
s an inceniive 1o enter inlo ¢
agreements. The Company
ace and adjusts such liability

period for changes in value. However, if the current distribution agreement is renewed or extended before the expiration of the existing agreement, amourjts to be paid in 2007 to this
n opetator could be significantly higher than amounts currently accrued. The Company will record the effect of a renewed or extended distribution agreement when such terms are in

Fhe Company is solely responsible for providing financial, operational and administrative support to the JV Programs, JV Network, Animal Planet United
ica, People & Arts Latin America, Animal Planet Asia, and Animal Planet Europe ventures and has committed to do so through at least fiscal 2005,

F-56
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The Company is involved in itigation incidental to the conduct of its business. In addition, the Company is involved in negotiations with organizations holding the rights to music use
- Company's programming. The Company belicves the reserves related to these music rights are adequate and does not expect the outcome of such litigation and negotiations 1o have g

1al adverse elfect on the Company's results of operations, cash flows, or financial position.

Employee Savings Plans

The Company maintgins wo separate employee savings plans, a defined contribution savings plan for its employees and a Supplemental Deferred Compgnsation Plan (together, the

ngs Plans") for certain management employees.

The Company matches participant contributions at a rate of 75% up to a maxitmum of 6% of the participant's annual compensation. The Company contributions to the Savings Plans

$6.8 million, $5.5 milkion and $3.7 million during 2004, 2003 and 2002,

Long-term Compensation Programs

I'he Company recorded expense of $71.5 million, $76.5 million, and $94.6 million in connection with these plans during 2004, 2003, and 2002.
Long-term Incentive Plans

The Company maintains unit-based, long-term incentive plans for its employees who meet certain eligibility criteria. Units are awarded to eligible employ
ersary of hire and vest at a rate of 25% per year thereafter. Upon exercise, participants receive the increase in value of the units from the vnit value at the
nany has authorized the issuance of up to 33.1 million units under these plans.

ees upon their one-year
date of issuance. The

“rom the pertod April | to May 31, certain eligible participants have the option to exercise any portion of their vested units. All other employees may redgem some or all of their units
g a window of time five years subsequent to the date of the award. The Company pays amounts for the exercise of units on September 30 of the year of ekercise. However, the

hany may defer, with interest, payment of up to 75% of any benefit for a period not longer than September 30 of the year subsequent to exercise,

Jpon voluntary termination of employment the Company distributes 75% of vested and exercisable benefits to certain senior executives. These employeg
smployment obligations to receive payment of withheld benefits upon the one-year anniversary of employment termination. All other participants receive
tary termination.

s are required to comply wat]
their full vested benefit upo

The 25% vested and exercisable employee benefits that would be withheld upon employee termination in the amount of $60.7 million, have been classified as long-term liability in th

npanying balance sheel. All other vested employee unit incentive compensation liabilities are classified as current liabilities in the accompanying balunce
nt liabilities, the Company's actual cash disbursements under the plans were $45.9 million, $27.9 million and $36.9 million during 2004, 2003 and 2002.
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All awards must be redeemed and applicable benefits paid by the Company on the tenth anniversary of each award. During 2004, the Company paid $8.5
ed their tenth anniversary date.

Uit appreciation s recorded as compensation expense over the vesting periods. Compensation expense was $68.8 million, £101.7 million and $61.7 miq

corued value of units based on the Company’s vesting schedule was $322.4 million and $299.5 million at December 31, 2004 and 2003,

The unaccnted value of awarded units was $15.4 million and $4.5 million at December 31, 2004 and 2003.

During 2004, 2003 and 2002, the Company granted 8.7 million, 4.1 miltion and 2.3 million units with weighted average exercise prices of $34.22, $29.02
1celied during 2004, 2003, and 2002 totaled 2.3 million, 2.1 million, and 3.5 million with weighted average exercise prices of $13.49, $14.18, and $13.64

mber 31, 2004, 2003, and 2002, units outsianding totaled 25.6 million, 19.1 million, and 17.2 million with weighted average exercise prices of $24.10, §
isable totaled 17.5 million, 16.5 million, and 13.9 million with weighted average exercise prices of $19.76, $16.65, and $13.18. At the beginning of fisca
d 18.4 million with a weighted average exercise price of $13.52.

As of December 31, 2004, outstanding units had several ranges of exercise prices. The Company has 1.6 million units cutstanding and exercisable at exer!
to $8.14 with & weighted average coniractual life remaining of 1 year and & weighted average exercise price of $6.47. The Company has 9.5 million unitls

rcise prices ranging from $10.96 to $22.18 with a weighted average contractual life remaining of 4.2 years and a weighted average exercise price of $15.

nillion units outstanding at exercise prices ranging from $25.02 to $37.35 with a weighted average contractual life remaining of 8.5 years and weighted 4

3. OF these, 6.4 million units, with a weighted average exercise price of $29.78, are exercisable.

The value of units at the end of the year was $37.35, $34.06, and $28.60 for 2004, 2003, and 2002. The value of the units is determined based on changes

ated by an external investment banking firm. The average assumptions used in the valuation model include adjusted projected operating cash flows segre
tton also includes a business group specific discount rate and terminal value based on business risk,

Unit Appreciation and Incentive Agreement

As part of his Jong-term incentive plan with the Company, the Company's founder, John Hendricks, had a 10-year incentive agreement with the Company
f equal to 1.6% of the difference between the Company's value at December 31, 1993 and December 31, 2003 for his services as Chairman and Chief Exg
j;vas based on an appraisal

d. This cash award was paid out to Mr. Hendricks in two installments, one in December 2003 and one in February 2004. The final determination of valu
an investment banking firm using a consistent valuation methodology both at the beginning and the end of the 10-year term. The portion of the cash awa
ary 2004 has been included as & current liability at December 31, 2003. The estimated change in value of this incentive has been recorded as a compone
g the term of the agreement.
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Income Taxes

Income Tax Expense (Benefit), Year ended December 31,

2004 2003 2002
In thousands
Current
Federal $ 231y % 2,813 $ —
State 3,952 6,722 6,156
Foreign 32,556 22,970 21,588
Total current income tax provision 36,277 32,505 27,744
Deferred
Federal 95,761 33,963 (25,189
State 7,723 5175 (12,134)
Total deferred income tax expense (benefit) 103,484 39,138 (37,323)
Change in valuation allowance 2,038 3,142 (478)
Total income tax expense (benefit) $ 141,799 Y 74,785 % (10,057)
2004 2003
ed lncome Tax Assets and Liabilities December 31, Current Non-current Current Non-current
In thousands
(S
os3 carryforwards LI & 20,090 § 21,077 % 18,460
ompensation 102,595 22,745 169,003 24,216
cerued expenses 26,474 — 30,857 —
eserves and allowances 8,720 10,132 9,568 10,214
ax credits 4,330 —-_ 3,118 —
erivative financial instruments — 16,979 — 34,186
ivestments — 69,729 — 84,306
itangibles — 31,627 — 23,756
ther 3,066 8,342 44] 2,480
146,333 179,644 234,064 197618
'aluation allowance — (19,554) — (17,516)
deferred income tax assets 146,333 160,090 234,064 180,102
lities
ccelerated depreciation —_ (20,908} — (18,263)
itangibles — — — (788)
oreign currency translation — (13,687) — (7.193)
nrealized gains on investments — (720) — (2,343)




Other
Total deferred income tax liabilities

Deferred income tax assets, net

(1,727 {10,102) (1,371 (4,747)
(1,727 (45417) (1,371) (33.334)
144,606 $ 114573 § 232,693 § 146,768
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Recenciliativn of Effective Tax Rute, Year ended December 31, 2004 2003 002
Federal statutory rate 35.0% 35.0% 35.0%
Increase (decrease) in tax rate ansing from:
Slale income taxes, nel of Federal benefit 2.4 7.9 6.7
Foreign withholding taxes, net of Federal benefit 6.4 12.2 (24.1)
Other 20 09 0.3)
Effective income tax rate 45.8% 54.2% 17.3%

The Company has Federal operating loss carryforwards of $3.3 million expiring in 2021 and state operating loss carryforwards of $526.9 million in varg
set future taxable income that expire in various amounts through 2024. The Company also has $4.3 million of alternative minimum tax credits that do n¢

Deferred tax assets are reduced by a valuation allowance relating to the state tax benefits attributable to net operating losses in certain jurisdictions where
' than not.

Deferred taxes of $3.8 million have been provided for the excess book basis in the shares of certain foreign subsidiaries, because these are not permanent
unting Principles Board Opinion 23, Aecounting for Income Taxes—Special Areas .

Financial Instruments
Derivative Financial Instruments

The Company uses derivative financial instruments to modify its exposure to market risks from changes in interest rates and foreign exchange rates. The
into financial instruments for speculative trading purposes.

The Company's interest expense is exposed to movements in shori-term interest rates. Derivative instruments, including both fixed to variable and variab
iments, are used to modify this exposure. These instrament contracts include a combination of swaps, caps, collars, and other structured instruments to m

us state jurisdictions availab!
t have an expiration date.

realizahility is not more

in nature as defined by

Company does not hold or

e to fixed interest rate
ify interest rate exposure.

ecember 31, 2004, the variable to fixed interest rate instruments have a notional principal amount of $800 million and have a weighted average interest rate of 5.93%. At December 3

, the fixed lo variable inlerest rate agreements have a notional principal amount of $240 million and have a weighted sverage interest rate of 6.46%. A1 D
arcised interest rate swap put right held by a bank had a notional amount of $25 million and & written rate of 5.4%. As a result of unrealized mark to mark
mized $44.1 million, $21.6 million and $(13.4) million in gains and losses on these instruments during 2004, 2003 and 2002,

The foreipn exchange instruments used are spot, forward, and option contracts. Additionally, the Company enters into non-designated forward contracts {

minated cash flows and foreign currency balances. At December 31, 2004, the notional amount of foreign exchange derivative contracts was $92.8 millio|

to market adjustments, the Company recognized $(0.4) million, $(0.1) million and $1.8 million in losses and gains on these instruments during 2004, 20(

The Company's derivative financial instruments are recorded at fair value as a component of long-term liabilities and other current lisbilities in the conso
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Fair Value of Financial Instruments

The [air vatues of cash and cash equivalents, receivables, and accounts payable approximate their carrying values. Investments are carried at fair value and fluctustions in fair value ar
ded through olher comprehensive income. Losses on investments that are other than temporary declines in value are recorded in the statement of operatidns.

The carrying amount of the Company's borrowings was $2,478 million and the fair value was $2,586 million at December 31, 2004. The carrying amoun
wings was $2,324 million and the fair value was $2,440 million at December 31, 2003.

of the Company's

The carrying amount of all derivative instruments represents their fair value. The net fair valoe of the Company's short and long-term derivative instruments is $(44.8) million at

mber 31, 2004; 8.9%, 6.5% and 84.6% of these derivalive instrument contracts will expire in 2005, 2006, and thereafter. The fair value of the Company's
3) million at Decemnber 31, 2003,

The fair value of derivative contracts was estimated by obtaining interest rate and volatility market data from brokers. As of December 31, 2004, an estim
in the interest rate yield curve would change the fair value of the Company’s portfolio by approximately $11.4 million.

Credit Concentrations

The Company continuatly monitors its positions with, and the credit quality of, the financial institutions that are counterparties to its financial instrumenty
erformance by the counterparties. In addition, the Company limits the amount of investment credit exposure with any one institution.

The Company’s irade receivablies and investments do not represent a significant concentration of credit risk at December 31, 2004 due to the wide varety
h the Company operates and their dispersion across many geographic areas,

Related Party Transactions

The Company identifies related parties as investors and their consolidated businesses, equity investment companies, and executive management. The mos
<] parties resultl from companies that distribute networks, produce programming, or provide media uplink services. Gross revenue eamed from related par
2 million and $205.1 million in 2004, 2003 and 2002, Accounts receivable from these entities were $10.9 million and $33.3 million at December 31, 200
d parties totaled $133.2 million, $164.7 million, and $144,7 million in 2004, 2003, 2002; of these $91.0 million, $101.1 million and $99.9 million relate {
ipally programming. Amounts payable to these parties totaled $4.3 million and $52.6 million at December 31, 2004 and 2003.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

AMENDMENT NO. 3
TO
FORM 10

GENERAL FORM FOR REGISTRATION OF SECURITIES
Pursuant to Section 12(b) or 12(g) of
The Securities Exchange Act of 1934

Discovery Holding Company

(Exact name of registrant as specified in its charter)

Delaware 20-2471174
(State of incorporation {LR.S. Employer
or organization) Tdentification No.)

12300 Liberty Boulevard
Englewood, Colorade 80112
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code (720} 875-4000

Securities to be registered pursuant to Section 12(b) of the Act:
None

Securities to be registered pursuant to Section 12(g) of the Act:

Series A Common Stock, $0.01 par value
(Title of class)

Series A Preferred Share Purchase Rights
(']_"{ﬂp of r1aqc)

Series B Common Stock, $0.01 par value
(Title of class)

Series B Preferred Share Purchase Rights
(Title of class)
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Discovery Holding Company

©Our Information Statement is filed as Exhibit 99.1 to this Form 10. For your convenience, we have

provided below a cross-reference sheet identifying where the items required by Form 10 can be found
in the Information Statement.

Item
No. Item Caption Location in Information Statement
1. Business. Summary; Risk Factors; Cautionary Statement Concerning
Forward Looking Statements; Selected Financial Data;
Management’s Discussion and Analysis of Financial Condition
and Results of Operations; Description of Our Business and
Certain Inter-Comipany Agreements
2. Financial Information. Summary; Risk Factors; Capitalization; Selected Financial
Data; Management’s Discussion and Analysis of Financial
Condition and Results of Operations and Financial Statements
3. Properties. Description of Our Business—Properties
4. Security Ownership of Certain ~ Management—Security Ownership of Certain Beneficial
Beneficial Owners and Owners; and —Security Ownership of Management
Management.
5. Directors and Executive Management
Officers.
6. Executive Compensation. Management
7. Certain Relationships and Summary; Risk Factors; Management and Certain Inter-
Related Transactions. Company Agreements
Legal Proceedings. Description of our Business—Legal Proceedings
9, Market Price of and Dividends  Summary; The Spin Off; Risk Factors and Description of Our
on the Registrant’s Common Capital Stock
Equity and Related
Stockholder Matters.
10. Recent Sales of Unregistered Not Applicable
Securities.
11.  Description of Registrant’s Description of Qur Capital Stock
Securities to be Registered.
12.  Indemnification of Directors Indemnification of Directors and Officers
and Officers.
13.  Financial Statements and Summaty; Selected Financial Data; Management’s Discussion
Supplementary Data. and Analysis of Financial Condition and Results of Operations
and Financial Statements
14. Changes in and Disagreements  Not Applicable

with Accountants on

Accounting and Financial
Disclosure.
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15. Fina

ncial Statements and Exhibits

(a) Financial Statements: The following financial statements are included in the Information
Statement and filed as part of this Registration Statement:

LMC Discovery Group

Dise

Unaudited Condensed Combined Balance Sheets as of March 31, 2005 and December 31,
2004 ’

Unaudited Condensed Combined Statements of Operations and Comprehensive Earnings for
the three menths ended March 31, 2005 and 2004

Unaundited Condensed Combined Statement of Parent’s Investment for the three months
ended March 31, 2005

Unaudited Condensed Combined Statements of Cash Flows for the three months ended
March 31, 2005 and 2004

Notes to Condensed Combined Financial Statements (unaudited)
Report of Independent Registered Public Accounting Firm
Combined Balance Sheets as of December 31, 2004 and 2003

Combined Statements of Operations and Comprehensive Earnings (Loss) for the years ended
December 31, 2004, 2003 and 2002

Combined Statements of Parent’s Investment for the years ended December 31, 2004, 2003
and 2002

Combined Statements of Cash Flows for the years ended December 31, 2004, 2003 and 2002

Notes 10 Combined Financial Statements

overy Communications, Inc.
Report of Independent Registered Public Accounting Firm
Consolidated Balance Sheets as of December 31, 2004 and 2003

Consolidated Statements of Operations for the years ended December 31, 2004, 2003 and
2002

Consolidated Statements of Cash Flows for the years ended December 31, 2004, 2003 and
2002

Consolidated Statements of Changes in Stockholders’ Deficit for the years ended December
31, 2004, 2003 and 2002

Notes 10 Consolidated Financial Statements

(b) Exhibits. The following documents are filed as exhibits herefo:

Exhibit Number Exhibit Description

2.1

Form of Reorganization Agreement among Liberty Media Corporation, the Registrant

3.1

and Ascent Media Group, Inc.*

Form of Restated Certificate of Incorporation of the Registrant to be in effect at the
time of the spin off
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Exbibit Number

Exhibit Deseription

32
4.1

42

43

10.1

10.2

10.3

10.4

105

10.6

10.7
10.8
10.9
10.10
10.11
10.12

10.13

Form of Bylaws of the Registrant to be in effect at the time of the spin off

Specimen Certificate for shares of the Series A common stock, par value $.01 per share,
of the Registrant*

Specimen Certificate for shares of the Series B common stock, par value $.01 per share,
of the Registrant*

Form of Rights Agreement between the Registrant and EquiServe Trust Company,
N.A, as Rights Agent*

The Shareholders Agreement, dated as of November 30, 1991 (the “Stockholders’
Agreement”), by and among Discovery Communications, Inc. (“Discovery™), Cox
Discovery, Inc. (“Cox”), NewChannels TDC Investments, Inc. (“NewChannels™), TCI
Cable Education, Inc. (“TCID”) and John S. Hendricks (“Hendricks”)*

First Amendment to the Stockholders’ Agreement, dated as of December 20, 1996, by
and among Discovery, Cox Communications Holdings, Inc. {the successor to Cox),
Newhouse Broadcasting Corporation {the successor to NewChannels), TCID, Hendricks
and for the purposes stated therein only, LMC Animal Planet, Inc. (“LMC”} and
Liberty Media Corporation, a Colorado corporation (“Liberty”}*

Second Amendment to the Stockholders’ Agreement, dated as of September 7, 2000, by
and among Discovery, Cox Communications Holdings, Inc. (the successor to Cox),
Advance/Newhouse Programming Partnership (the successor to NewChannels), LMC
Discovery, Inc. (formerly known as TCID) and Hendricks*

Third Amendment 1o the Stockholders® Agreement, dated as of September, 2001, by

and among Discovery, Cox, NewChannels, TCID, Hendricks and Advance Programming
Holdings Corp.*

Fourth Amendment to the Stockholders® Agreement, dated as of June 23, 2003, by and
among Discovery, Cox, NewChannels, TCID, Liberty Animal, Inc. (the successor in

interest to LMC) for the purposes stated in the First Amendment to the Stockholders’
Agreement, and Hendricks®

Form of Tax Sharing Agreement between Liberty Media Corporation and the
Registrant*®

Discovery Holding Company 2005 Incentive Plan*

Discovery Holding Company 2005 Non-Employee Director Plan

Form of Discovery Holding Company Transitional Stock Adjustment Plan
Form of Agreement between the Registrant and John C. Malone*
Agreement, dated June 24, 2005, between Discovery and the Registrant*

Indemnification Agreement, dated as of June 24, 2005, between Cox and the
Registrant*

Indemnification Agreement, dated as of June 24, 2005, between NewChannels and the

10.14
211

Registrant™®
Form of Indemnification Agreement with Directors and Executive Officers
List of Subsidiaries*
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Exhibit Number Exhibit Description

99.1 Information Statement, dated July 11, 2005
99.2

Form of Letter from the President and Chief Executive Officer of Liberty Media
Corporation 10 holders of Liberty Media Corporaticn’s common stock®

99.3 Form of Letter from the Chief Executive Qfficer and Chairman of the Board of the

Registrant to holders of the Registrant’s common stock*

*

Previously filed on June 27, 2005,
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SIGNATURES

Pursuant to the requirements of Section 12 of the Securities Exchange Act of 1934, the registrant
has duly caused this registration statement to be signed on its behalf by the undersigned, thereunto
duly authorized.

Date: July 15, 2005

DISCOVERY HOLDING COMPANY

By: /s/ CHARLES Y. TANABE

Name: Charles Y. Tanabe
Title: Senior Vice President
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EXHIBIT INDEX

Exhibit Number Exhibit Description
21 Form of Reorganization Agreement among Liberty Media Corporation, the Registrant
and Ascent Media Group, Inc.*
31 Form of Restated Certificate of Incorporation of the Registrant to be in effect at the
time of the spin off
32 Form of Bylaws of the Registrant to be in effect at the time of the spin off
41 Specimen Certificate for shares of the Series A common stock, par value $.01 per share,

of the Registrant*

42 Specimen Certificate for shares of the Series B common stock, par value $.01 per share,
of the Registrant* : -

4.3 Form of Rights Agreemen! between the Registrant and EquiServe Tiust Company,
N.A., as Rights Agent* ’

101 The Sharchokiers Agreement, dated as of November 30, 1991 (the “Stockholders’
Agreement”), by and among Discovery Communications, Ine. (“Discovery”), Cox
Discovery, Inc. (“Cox”), NewChannels TDC Investments, Inc. (“NewChannels”), TCI
Cable Education, Inc. (“TCID”) and John $. Hendricks (“Hendricks”}*

10.2 First Amendment to the Stockholders’ Agreement, dated as of December 20, 1996, by
and among Discovery, Cox Comthunications Holdings, Inc. (the successor to Cox},
Newhouse Broadcasting Corporation (the successor to NewChannels), TCID, Hendricks
and for the purposes stated therein only, LMC Animal Planet, Inc. (“LMC”) and
Liberty Media Corporation, a Colorado corporation (“Liberty”)*

10.3 Second Amendment to the Stockholders’ Agreement, dated as of September 7, 2000, by
and among Discovery, Cox Communications Holdings, Inc. (the successor to Cox},
Advance/Newhouse Programming Partnership (the successor to NewChannels), LMC
Discovery, Inc. {(formerly known as TCID) and Hendricks*

10.4 Third Amendment to the Stockholders’ Agreement, dated as of September, 2001, by

and among Discovery, Cox, NewChannels, TCID, Hendricks and Advance Programming
Holdings Corp.*

105 Fourth Amendment to the Stockholders” Agreement, dated as of June 23, 2003, by and
among Discovery, Cox, NewChannels, TCID, Liberty Animal, Inc. (the successor in

interest to LMC) for the purposes stated in the First Amendment to the Stockhoklers’
Agreement, and Hendricks*

10.6 Form of Tax Sharing Agreement between Liberty Media Corporation and the
Registrant*

10.7 Discovery Holding Company 2005 Incentive Plan*

10.8 Discovery Holding Company 2005 Non-Employee Director Plan

10.9 Form of Discovery Holding Company Transitional Stock Adjustment Plan
10.10 Form of Agreement between the Registrant and John C, Malone*
10.11 Agreement, dated June 24, 2005, between Discovery and the Registrant*

10.12 Indemnification Agreement, dated as of June 24, 2005, between Cox and the

Registrant*

10.13 Indemnification Agreement, dated as of June 24, 2005, between NewChannels and the
Registrant*

1014 Form of Indemnification Agreement with Directors and Executive Officers

21.1 List of Subsidiaries*
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Exhibit Number Exhibit Description
99.1 Information Statement, dated July 11, 2005

99.2 Form of Letter from the President and Chief Executive Officer of Liberty Media
Corporation to holders of Liberty Media Corporation’s common stock*

99.3 Form of Letter from the Chief Executive Officer and Chairman of the Board of the
Registrant to holders of the Registrant’s common stock*

*  Previously filed on June 27, 2005.
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INFORMATION STATEMENT

DISCOVERY HOLDING COMPANY

12300 Liberty Boulevard
Englewood, Colorado 80112

We are currently a subsidiary of Liberty Media Corporation, which we refer to as “LMC.” Our
assets and businesses comnsist of 100% of Ascent Media Group, Inc. and LMC’s 50% ownership interest
in Discovery Communications, Inc. LMC has determined to spin off our company by distributing to
LM’s sharcholders, as a dividend, all of our common stock.

For each share of LMC Series A common stock or LMC Series B common stock held by you as of
5:00 p.m., New York City time, on July 15, 2005, the record date for the distribution, you will receive
0.10 of a share of the same series of our common stock. If as a result of the foregoing ratio you would
be entitled to a fraction of a share of our common stock, you will receive cash in lieu of a fractional
share interest. We expect the shares of our common stock to be distributed by LMC 10 you on or about
July 21, 2005, which we refer to as the distribution date.

No vote of LMC’s shareholders is required in connection with the spin off. No action is required
of you to receive your shares of our common stock.

There is no current trading market for our common stock. We have applied to list our Series A
common stock and Series B common stock on the Nasdag National Market under the symbols
“DISCA” and “DISCB,” respectively, on the distribution date. On July 8, 2005, when-issued trading in
our Series A common stock commenced on the OTC Bulletin Board under the symbol “DCHAV.”

In reviewing this information statement, you should carefully consider the matters
described under the caption “Risk Factors” beginning on page 5.

Neither the Securities and Exchange Commission nor any state securities commission has
approved or disapproved these securities or determined if this infermation statement is truthful or
complete. Any representation to the contrary is a criminal offense,

The date of this information statement is July 11, 2005.

DHC.1.D.0000558



TABLE OF CONTENTS

.............................................................. 1
RISK FACT O RS . ot i i ittt e it et et ean e s n e 5
CAUTIONARY STATEMENT CONCERNING FORWARD LOOKING STATEMENTS .. .. .. 17
THE SPIN OFF .. ot it e e et sr e e st 19
CAPI ALLZ AL ION . . .ottt it e e i et e e e 28
SELECTED FINANCIAL DATA . ... Lottt i iae e enniaenana s 29
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND

RESULTS OF OPERATIONS ... ittt e e et eiia et 3
DESCRIPTION OF OUR BUSINESS . .. ... 53
MANAGEMENT .. ..ottt it et it e it a s aa e 69
CERTAIN INTER-COMPANY AGREEMENTS . .. ... ... e 90
DESCRIPTION OF OUR CAPITAL STOCK . . .. ... i iy 95
INDEMNIFICATION OF DIRECIORS AND OFFICERS . . ... ... ..o e 105
INDEPENDENT AUDITORS . . .. it it it et aa e 106
WHERE YOU CAN FIND MORE INFORMATION ... ...... ... ... i 106
FINANCIAL STATEMEN TS . .. ottt ettt et ee e e esa i n e F1

DHC.1.D.0000559



